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PREFACE 

TRIS publication em bodies the lectures delivered by me as Banaili 
Reader of the Patna Univemty from .6th March to 2nd April, 1940, at Patna. 
They are printed subotantially as they were delivered with only a few verbal 
alterations and the addition of reference material, etc. In the case of Lectum 
4 and 5, the division in the actual delivery was different from that in the pul>­
lication in order to achieve an even din:ribution in time. 

When I .received the invitation from the Patna Univcm.ty to deliver 
these lecturts, I had ~n for SOme time engaged on the work of the Bombay 
Textile Labour Enquiry Committee. 111is explain> the choice of subject. It 
might also explain, at least partially, the somewhat scrappy character of the 
exposition. The contents of these lecturrs were largely detennined by the plan 
of the reports of that Committee. I desired to avoid dealing at length with all 
the subjects that were being treated in detail by the Committee. For a Iarge 
number of topics not dealt with adequatdy here, I would, therefore, refer the 
reader to the reports of tbe Bombay Textile Labour Enquiry Committee. It 
follows that I am specially indebted to the members and the associate mem­
bers with whom I worked on that Committee, It was chiefly work on this 
Conunittee that gave shape to my ideas on this subject, and most of what 
might be found to be of value in the lectures is the result of the joint delibera­
tions and enquiries with my colleague.! on the Committee. I have also been 
fortunate in being able to draw freely upon the wide and deep knowledge of 
Indian labour problems possessed by my friend, Mr. S. R. D<shpande. 

Ordinarily the lectur~ would have, in course of time, been printed by 
the Patna University. As, however, I was anxious to publish them early, the 
authorities of that University were kind enough to pennit me to do so. My 
thanks are due to the Manager, the Oriental Watchman PubliJhing House, 
Poon., for bringing out the publication within a very short period. An early 
publication was also made p""ible by M"",,,. N. V. Sovani and D. V. Deodhar, 
who looked after the larger part of the work of seeing the lectures through 
the pmlS. 

12th January, 1943· 
Gokbale Institute 

of Politics and Economic:. 
Poona ~ 

D. R. GADCIL 



LECl'URE I 

WAGE LEVELS-IN 1HEORY AND 
PRACTICE 

IT]S not my intention in th!s series of lecture; to treat in an ahaustive 
manner all the varied problems in connection with industrial labour that con~ 
front us today in India. Such a task would be both beyond my powers and be­
yond the scope of a lecture series of this type. What I intend to do is chiefly 
to indicate the nature of the more urgent problems that we face today and the 
main directions in which, in my opinion, their solution has to be sought. 

In doing this I shall not attempt an exhaustive description of the condi­
tiofL"i under which industrial labour works and lives; nor shall I attempt a de­
tailed historical survey of the manner in which these conditions and their regu­
lation have developed through many decadf'S past. Fortunately, there ha\'e be­
come available during the last ten years many excellent accounts dealing with 
both these aspects of Indian labour problems. While eschewing detailed dtscrip­
tion I shall, however, try to base my exposition on an adequate amount of con­
crete iIlustrativc data. Without such illustration the treatment of a subject like 
this must lack reality, and this is a defect which above all others I am anxious 
to avoid. In the sphere of applied economics, and I personally believe in the 
entire sphere of the science of economics, it is the facts of the real world that 
are our raw materials. The economist is concerned with arranging the observed 
facts in an intelligent manner; in such a manner, that is, that their inter-con­
nections and their inter-actions may be brought out significantly. It is only 
if the economist succeeds in doing this that the statesman and the businessman 
can take stock of the past in order to guide their actions in the present and to 
plan for the Cuture. 

I shall begin with a consideration of the central problem of wages. The 
wage that a labourer receives ha...<;. perhaps greater significance (or him than any 
other feature of the- structure of industry. The manner and the extent to which 
he is able to feed, house, and clothe himself and his dependents is closely related 
to th:s direct paymcnt that he receives in return for his services. The wage 
largc:ly determines the standard of living of the wage-earner. As I shall have 
occasion to observe later, the standard of living of the labouring classes may also 
be influenced by a number of indirect receipts in the form chiefly of services ren­
dered by common, co-operative, or state agencies. The extent of such services 
is, however, extremely limited in India at the present, and today the wage has 
with us a decisive influence on the manner in which industrial labour lives. 
Naturally, the labourer is more concerned with the maintenance and increase of 
the size of the wage than with other questions. A diminution of the wage 
received, cuts into his already meagre standard of living) and in a steady increase 
of the wage upward lies his chief hope of obtaining decent living conditions for 
himscJf and his family. II is DO wonder, therefore, that the Indian labourer, 
F'-: (6) 



like his eonfreres in other countries, bolds tenaciously to what be alrea.dy RCOiws 
and seeks every opportunity of getting the wage increased. 

To the employer the wage 1cvc1 is a matter or almost equally dOlO COD­

cern. The wage payment represents for him an important item or his cost or 
production. In some industries-as ror example coal mining-it may reprc:scnt 
overwhelmingly the most important item in the cost structure. But even in others 
the wage bill is always of a significant magnitude. The wage bill again is often 
amenable to control by the employer; it is an item which appears to thccmploycr 
more possible to influence than many other items of expenditure. The cost of 
raw materials or the transport charges that he has to bear arc, for example, pay· 
menlS whose level is determined by forces that ordinarily lie outside the spbere 
of control of the individual employer. Wages, however, are not similarly placed 
for the large majority of employers in India. In these circumstances it would 
not be unnatural to find employers often resorting to an adjustment of wage rates 
whenever the need for economy arises. 

As a conscq ucnee, wages represent the chief point round which industrial 
disputes are centred. The official statistics relating to industrial disput~ in India 
reveal the importance of the role played by wage rates and wage payments. More 
than half the total number of disputes in [938, for example, took place because 
of a difference of opinion between the two panics regarding this question. * 

The determination or the size of the wage and the methods by which the 
wage may be paid thus constitute the moot important problems relating to in­
dustriallabour in India. How.hall a wage be paid? What is the level at which 
wages shall be pitched? How shall appropriate adjustments in the method and 
the level be made in changing circumstances? These are questions to which all 
who would study problents of industrial labour must address themselves. In their 
proper solution lies the main hope of a smooth working of industry and the main­
tenance of cordial industrial relations. 

In a consideration of this question it may naturally be supposed that we 
would be greatly helped by economic theory. If we could ascertain the facto .. 
that play the dominant role in the determination or wages and observe the man­
ner of their working, we .hould be able to appreciate the nature or the problem 
and consequently be in a favourable position to attempt its solution. I shall, 
therefore, begin with a brief statement or what appears to me to be the preoc:nt 
position in respect of the theory or wages. 

-INDUSTRIAL DISPUTES IN INDIA CLASSIFIED AOCORDING TO CAUSES 
OF DISPUTES 

Year Wag<> Bon .. PenoaaI LeaR and:&oar. Oth ... 
1930 .. • S4 7 S4 
1931 OS • 3D 20 III 
1 ... .. • .32 2 •• 1933 .. 2 20 • .. 
1934 107 • .. • 21 
193. 91 • 21 10 21 
193<1 \l8 I .. • 54 
1937 ... • 73 12 00 
1938 2011 • .. II 7 • 
1Nt m • 7' II If 
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In this, .. in other brancha of economic theory, it cannot be claimed that 
any unanimity of opinion exists. But the parition of the main body of economic 
thecrists st:Clt1S in this .... peet to be clearly defined. The moot authoritative ex­
paritions of the theory of wages today follo", the marginal approach and explain 
wages as a distributive share earned by labour in accordance with the contribu· 
tion made by it to the value of the product. It is not possible at this place to 
explain the various steps taken in arriving at the conclusions embodied in this 
theory, neither is it necessary lor me to do so. It is only necessary that the 
broad paotulat .. and implications should be pointed out and the conclusions flow­
ing from them be indicated. The fir.ot paotulate is, of cou""" comparatively 
free competition among pradu=>, and the second, a certain degree of mobility 
on the part of the factors of pnxluCtiOD, including labour. Given the5e condi· 
tions and an absence of external interference, economic theory holds that If Laissez 
/aire tends to bring about equality of incomes; for in competition similar fac­
ton of productjon tend to receive the same rewards in every industry. Labour 
tends to move into the industries which are paying the higher wages, until the 
wage-rate is the same in all industries."· 00 these general assumptions an elabo. 
rate structure is built explaining the manner in which. wages, among other 
di.'itributive shares, come to be detennined in a competitive society. The im­
plications of this elaborate theory of wages are well summarised in the fol­
lowing extract: 

"The marginal productivity theories of wages which are upheld by many 
eeonomists are based on various combinations of the following principles: (1) En­
trepreneurs tend to find out by experiment the resultant effect on the value of the 

I'oint produce, which follows upon employing just a little more, or just a little 
es!, labour--other things equal-and competitive pursuit of profit induces en­

trepreneurs to hire labour up to the point where the marginal or 'last' man's wages 
nearly equal the increase in product which results from adding him to the preceding 
productive combination. (2) All units of similar labour must sell for the price 
of the marginal unit. (3) No one entrepreneur is a perfect experiment station for 
such determination. hut each one has considerable opportunity to vary his combi­
nations of productive resources; and so at any time the whole economic system is 
tending to settle into an equilibrium of prices of products and prices of factors 
which ideally might be described by a vast system of simultaneous equations. "2 

If the market functions in accordance with these expectations, a certain 
level of wages for each occupation will be reached. Prof. Pigou calls a wage 
at such a level a "fair wage." He dc:scribes in the following terms the relation 
that a "fair wage" in any occupation should bold to wageo in other occupations 
and to the general system of wages: 

"As between exactly similar persons it is evidently equivalent to a relation 
of equality of real wages. My definition thus confonns to that given by Marshall 
"hen he writes that, in any given industry, wages are fair relatively to wages in 
industries in general, if. allowance being made for differences in the steadiness of 
the demand for labour, ·they are about on a level with the payment made for tasks 
in other trades which are of equal difficulty and disagreeableness. which require 
equal natural ahilitits and an equally expensive training.' As between persons who 
are not exactly similar. fairness in the above sense implies real wages proportioned. 

1 Mea.de-"Introdaet.ion to Economic: Analysis a.nd Policy," 1_ P. ill. 
21)ie1rb "'OcJapaaaatiDa lDduatrial MQI't," pp. 160-1. 
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to 'e&ideney' j the effideney of a worker being measured by his net product conceived 
.. marginal. multiplied by the price of that product.'" 

It is obvious that an exact correspondence between the marginal product 
or labour and its remuneration is a purely theoretical concept, and that such 
a correspondence cannot be obseIVed in practice. The labour market is not 
static, and apart from the dficiency of the labourer himself the value of the net 
product depends on the other co-operating factors of production and the value: 
of the finished product. Prof. Pigou has himscU analysed in detail one aspect 
of the difficulties involved in expecting a clase correspondence. He writes: 

"'n pure theory it would seem that adjustments should be made continually 
rrom day to day or even from moment to moment. To this sort of .adjustment, 
however, there are insuperable practical obstacles. Time is required for the col· 
lection and arrangement of the statistics upon which the changes must be based. 
Considerations of book.keeping and ordinary business convenience come upon the 
stage. and fix n lower limiL beyond which the interval between successive adjust. 
ments must not be reduced. Of course. this limit is not always the same. In a small 
local industry. for example. It will probably be lower than in a great national 
one. Out in every industry it must lie considerably above the infinitesimal level 
which pure theory recommends.". 

Prof. Pigou unfortunately nowhere explains at length the influence of 
these difficulties on the validity of h~ theoretical structure. Other writers, how­
ever, acknowledge them and attempt to indicate the limitations under which the 
forces may be supposed to work. Prof. Hicks, in what may be regarded as the 
latest systematic exposition of the traditional theory of wages, thus deals with the 
problem. He writes: 

"There is no neeessity whatsoever (or the wage a man receives at a par. 
ticular moment to equal his marginal product. In so far as that term 'marginal 
product' CAn be given any sense at all in a changing community. it can only mean 
the wage a man would ultimately receive if Ihe fundamental conditions of 
equilibrium-the number of people in the market. their tastes, their ability to 
labour, and the property they possess-were made eternal as they exist .at the mo­
ment, and the process of settling down followed to its furthest limits, This mar· 
ginal product is a regulator of wages, but it does not detennine their precise magni­
tude. for the marginal product of a man's labour, defined in this way. changes in­
cessantly, and wages do not incessantly change. Sometimes the wa~e must fall 
below the marginal product. sometimes exceed it. But any such difference. if it 
is maintained for long. slowly bends wages to meet the new situation. The forces 
elucidated by equilibrium analysis are Ihe lorees which. in nearly every case.. 
cause wages to change. 

"Like Professor Clay, we must conceive the wages of lahour (at least over 
a very large part of the labour market) as a 'system,' 8 system with considerable 
internal stresses of its own. As economic conditions vary, \hey bring about changes 
in the syskm. but external changes have to reach a certain magnilude and a cer· 
tain duration belore they can break down the internal resistance.") 

I have felt it necessary to quote this passage at length to show in what 
manner the limitations of the marginal approach are recognised and explained. 
The importance of this lies in the fact that in spite of the limitations they recog­
nise, economists go on to base conclusions in respect of the working of the econa-. 

:s Pigou, A. c.-"ne Eeonomics of Welfare," 3M Ed., p. ~ • 
• Op. eit., p. 623. 
'Hicb, J. R._NTbe l1Lecry of Waga,- 113,\ pp. 8e-7. 
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mic system and to proffer advice in respect of eeonomie policy which is based ct· 
oentially on the marginal analysis. Thus Prof. Pigou mtches a conclusion vt:ry 
important from the point of view of wage policy when he la~ down that the 
interests of the national dividend will he best promoted under a S)"taIl of piece­
wage scales controlled by collective bargaining.6 This conclusion, it should be 
noted, is arrived at by a compromist between theoretical and practical considera­
tions. A piece-wage is prtferred to a time-wage because under the fonner system. 
there is greater possibility of a c1~r approach of the earnings to the marginal 
product than under the latter. Collective bargaining is, however, introduced not 
on account of similar reasons, but rather in order to get over what is rt:alised as 
a partially justified oppmition o( workers, or certain sections of them, to a piece­
wage system. A piece-wage is preferable; but it is realised that it provido op­
portunities to the employer to nibble at the rates and thn::. to cut camjn.~ sur­
reptitiously. Collective bargaining is suggested as a safeguard against possibilities 
of nibbling. It is unfortunately not made clear whethtt coIlective bargaining 
will have results other than those of merely preventing "nibbling," whether it 
will not tend, in certain circumstances, to move away the wage rate from the 
level oC the marginal product. That at least seems to he the Cear entertained by 
many other marginal econon1ists. 

To cite another instance. Prof. Hicks, as a rtSUlt of what be evidently con­
side~ a very realLstic study of the problem, arrives at the conclusion that any 
attempts at regulating wages are futile because of the adjustments that the en­
trepreneur will make in order to avoid the effects of such regulation. UThe en .. 
rrepreneuT," we are told, ~'has learned more tricks than are easily Tt:ckoned with:" 
The conclusion of Dr. Hicks has a very important practical bearing. To all these 
who would pin their Caith on the poo;ibility of hettering conditions of labour or 
of obtaining a more equitable distribution of wealth through the agency of the 
State or Labour Organisations, he utters a grave warning. And yet the conclusion 
is based almost entirely on the traditional assumption of clOS(" and continuous ad· 
justmcnts made by the entrepreneur. It is assumed throughout the analysis that 
such adjustments are always pa;sible and that, in Cact, the entrepreneur a1waya 
makes them. 

I am not concerned at this stage with the validity of these conclusions. 
My intention was chiefly to draw attention to the fact that the traditional wage 
theory is not only expounded in the fann of a logical structure built on the bases 
of certain assumptions, but that this exposition is used by some of the mmt 
notable amongst economists to yield significant practical advice. When it is so 
used it becomes necessary to examine not only whether the exposition is logically 
valid within the limits oC the assumptions, but also whether the facts oC the real 
world are at all similar to the world of the economist. 

I shall, of course, talk of the facts of Indian economic life alone. It is 
unnecessary (or the purpose in hand to go abroad for examples. I may, how­
ever, note that even in England economists like Prof. Clay and Mr. Rowe, who 
have approached the study of wage theory through a previous realistic study of 
wage problems, have expressed themselves much more cautiously, in part almost 

i Pi~p.. cit .• Part III, Cb. Vlll. 
7 Bleb, op. cit .• P. 2iO. 
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sapticany, in thr:se matte:r.I. In the first instanee I should like to emphasize that 
the theory of the free market is applicable, perhaps more closely to certain spheres 
of IndIan ec-on'Jrnic life during the last 100 years, than to almost any other period 
of economic history in any other country. This is ~peciaBy true in respect of 
those parts of our life where tradition and custom had little hold. Such was the 
case in the life of the new industrial cities that grew up in India in the 19th 
century. The chief influence that in the other spheres of our economic life is 
hdd to modify the action of free competition~traditional modes of thought and 
behaviour-was obviously absent from the working of the new mechanised in­
dustry that came to prominence in India in the last quarter of the 19th century. 
In other countries the two forces that hampered the action of the free force; of 
competition were the authority of the state and the power of organised bodies of 
employers and the employ~d. In both th~ , ects, however, the position of 
mod~m industry in India was very happy. The state in India, esptcially before 
the: \Var of I ~jI 4- r 8, haa raised laissez faire into a principal so sacred and power­
ful that it enjoined a veto on the creation even of a provincial deparnnent of in­
dustries. Competition among entrepreneurs, on the other hand, was keen and 
reckless; and the employees were for the larger part a floating body of disunited 
and ignorant persons. The pre-war (1914) conditions in Industrial India may 
thus be well described as the paradise of the laissez faire economist. Some change 
has no doubt come about during the last two decades. Even so I believe that 
the Indian laoour market still approximates more to free market conditions than 
the labour market of alm<'lSt any other country in the world. The state takes 
no .... ·adays a little more on itself than it used to fonnerly; the most significant de­
parture has been in the grant of protection to certain industries. The Factory 
Acts a~ also more elaborate and better enforced j but no kind of wage regula­
tion is yet in evidence and the state does not yet undertake any of the indirect 
services such as unemployment benefit or sickness insuranc.e, which may have 
an important influence on the supply of labour in other countries. The em­
ployer.; are much better organised than in the previous period, but it is only 
in rare instances that they combine to detennine collectively wage and working 
conditions. Labour is more con<;cious of itself and more aware of the rights 
that it may claim and the privations from which it sufferS, but it is almost no­
where sufficiently organised to exert continuous influence on th~ wage bargain. 
An occasional instance of successful collective bargainin.c- serves to emphasizc­
the inlITlcnse extent of the "free" area left out of its scope. 

I note these facts in order to point out that if a comparatively free labour 
market can today be said to exist anywhere, it exists in India. If. ther~fore1 the 
working of the free market is supposed to lead to certain results and adjustments 
in respect of wage levels and working conditions, thes~ must Ix: reflected in the 
conditions of industrial Jabour in India. I proceed now to examine wage condi­
tions in modern industrie:c; in India, with !iper:ial rderence to the manufacture of 
Cotton and Jute. Conditions of cotton textile labour r shall exemplify chi~f1y 
from the Province of Bombay in which the industry originated, and which is 
still the most important producer of cotton factory piece goods in India. Of 
Jute labour, Calcutta with its environs is the only important centre. The Statt 
has not yet affected conditions in the Jute industry either by l't3 fiscal policy 
or by ,..,gulatiDg conditions of wages or of labour supply. The Coltoll iD-
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dU5tJ'y enjoys today a protective tariff; it should, howevc:r, be remanbered 
that protection by tariff has bc-en substantial only since 1930. In the Jute 
industry again employers take no cCi7lbined a("tion to regulate the r~auitment 
of or wages of labour, and trade union5 of IaboJrers are ;llmost non-~islcnt. 
In the cotton textile industry collective bargaining has, to a greater or less 
e.xtent, characterised Ahm~dabad for some years past ]n Bombay, while traot 
tlnion action is not effective, millowners have lately begun to TC"gubt~ wagt: 
levels conjointly. In other centres of the industry employer and employee 
,)~isations arc yet very weak. Both th~-e industries have a comr;:~r~th·cly 
long history, so that if there are any trends Or results which would operate only 
in the long period there has been sufficient time for them to be vi<;ible. The 
following descriptivt'" account should be examined in the light of th{'sc n:m~rks. 

The mast reliable and exhaustive data relating to wagc5 of industrial 
labour in India are to be found in connection ""ith the Cotton textile industry 
in the Province of Bombay. A numb~r of sample: censuses and one complete 
wage census have been conducted in this Province by the Government Labour 
Office. There are also available the resul~ of a special official e:lquiry into the 
wages and employment in the industry in 1934. A study of the results of these 
censuses and enquiries ~hould enable us to arrive at an idea of the nature of 
wage mOYf'ments and the relation between the levels of wages paid by different 
units. At the out.c:et I should like to point to certain difficulties involved in 
the use of these 'tatisti",. The first difficulty arises from the possibility th~t 
the same occupational grade may not always be indicated by the same oc­
cupational name in all units. The investigators or the Bombay Labour Office 
were, it is ~ported, aware of this difficulty, and care has been taken in the 
result .. published by that office to guard against any confusion arising out of 
it. Classified lists of occupations were tL.·mally prepared in advance of the cen­
suses, and investi~a1ors and mill authorities were notified of the unifonn nomen· 
dature ad()pted. This difficulty may, therefore, be ignored when dealing with 
data published by the Bombay Labour Office. The second difficulty is mor. 
fonnidable. For the purpose we have in view it is necessary to ascertain the 
rate of payment per unit of work performed. 'Vhen workers are f3.!d on a 
time-rate, the unit in tcnns of which payment is made is a unit of time --an 
hour, a day, a week. a monch, etc. The ..... age data which are presented in 
ttnns of actual earnings ror a unit or time correctly reflect, for these workers, 
the level of rates of payment also. This, however, is not the case with work­
ers paid on the piece-rate system. The variations in the earnings of these 
workers do not necessarily reflect variations in rates of payment (or a standard 
job. A variety of reasons, including differences in the efficiency of the indi. 
vidual workers, may bring about variations in earnings even though the rate 
of payment is the same. The data regarding the earnings of piece. workers 
have, therefore., to be used with caution and cannot by themselves be u.scd to 
prove differences in the level of rates or payments. 

I shall begin by indicating from the results of the sample wa~e census of 
1937 the variations in the level of payments in the. same occupations in various 
centres of the industry in the Province of Bombay. A few figures should suffice, 
and I choose for illustration from the spinning side of a cotton mill three im-
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portant categories of tim~workers, whose duties are well-defined. These three 
classes are doffers, tarwaJas, and ring spinners minding one side of a frame. 
In 1937 the average daily rates of wages of a dorIer in Bombay were found to 
be As. 10-5. The corresponding figures for the other two important centres, i.~. 
Alunedabad and Sholapur, were As. !)-II and As. 7. These figures relate to 
industrial labour employed in panicular cities. Turning to averages regard­
ing scattered units in certain regions we get at even lower levels. Thus the 
doffer in mills in Guj.rat (other than thooe at Ahmedabad) earned As. 7-6 
per day, in Khandesh As. 6-1, and in certain mills in the Central and South­
ern divisions only As. 5-3 on an average. The figures regarding the average 
earnings of tarwalas and single siders are set out in the following table:' 

Bombay 
Ahmedabad 
Sholapur 
Gujarat 
Khandesh 
C. D. and S. D. distric!3 

TarwaJa Single sider 
As. As. 

12-11 13- 8 
15- 6 
8-10 

8-3 
5- , 

11-4 
10- 9 ,- , 

These da .. seTVe only to bring out the wide divergence in the rate of 
payment to time workers in standard occupations in an old established in .. 
dustry between contiguous regions in a province. They indicate that in this 
industry as between difierent centn:s and regions the level of wage rates is 
widely dissimilar. 

I shall next examine the level of rates paid by diflermt units in the 
same centre of industry so that no consideration regarding costs or difficulties 
of transfer need enter into the calculations. The results of the wage censuses 
of 1934 and 1937 are not available in a fonn which would enable us to com .. 
pare rates of wages in different units. The results of the sample wage census 
of 19.6 and the special enquiry of 1934 have, therefore, to be used for the 
purpose. The first enquiry shows that the average daily earnings of siders paid 
on time-rates varied in the 19 mills in the sample for Bombay from M. 14-3 
per day to Re. I -2-11 per day, i.e., a variation of As. 4.a. The corrtzponding 
variation in earnings in Ahmedabad is smaller because a certain amount of 
regulation of wages by collective bargaining was already in existence in this 
centre in 19.6. Even so, the range of the average earnings of siders in the 
16 mills in the Ahmedabad sample was shown to be from As. '4-6 to Re. '-0-3. 
Tables giving frequencies of earnings which are incorporated in tfiis report 
cannot be used for the purpose in hand because they present the da .. by de­
partments. It is, therefore, difficult to 3.£certain from them the range of varia­
tion between payments to workers in specific occupations. They merely show 
the range of variations between payments to an types of worker.; in the same 
department. In the enquiry into wages and unemployment in the cotton 
textile industry conducted by direction of the Government by the Labour 
Office in J 934, special attention was paid to the variations in average earnings 

S Figl)1'e8 hl.ken from the Interim Report of the Bom"7 Textile I.bow E:D.qui1'y 
Committee, 1039, pp. 31·2. 
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and rat .. of payments ~ different units in the same centre. or the oc· 
cupations studied in this enquiry that of the ring sider was the only time-ratM 
occupation. Hence I shall confine my attention to that occupation. The 
enquiry took place after the considerable cu!3 in wages that were made in Bom· 
bay during 1933. It was found that as a rcsuIt of the cuts the range of varia­
tions in the earnings of siden, instead of having been diminished, had actUally 
increased. This range which was &. 4.8 in 1926 (as shown above) had in· 
creased to &. 5'4 in December 1933. The author of this report observes, 
"In mast industrial countries it is generally found that wages in the same kind 
of work in different units of the same industry, situated in the same locality, 
are ordinarily very nearly the same." Examining variations in earnings oC 
operatives in different wards in the city of Bombay in the Ught oC this prin. 
ciple, the following facts were noted relating to the average daily earnings oC 
ring siders minding single sides. In the 10 mills covered by the enquiry in the 
E Ward, these earnings varied Crom As. '3-11 to Re. 1-0-11; in the 13 mills 
covered in the F Ward they varied from As. 12-10 to Re. 1-1-6, and in the 19 
mills covered by the enquiry in the G Ward the corresponding figures were 
&. 1!-7 and Re. 1-I-4. It is noted in the report that "while the variation as 
between mills in the same ward are large, the variations as between the dif­
Cerent wards are less striking." This is to 1:e explained by the fact that the 
ward figures are averages and that there was no reason to expect a coneentra· 
tion of either high or low wage paying mills in particular wards. The report 
of the enquiry also yields information regarding Sholapur, and it is shown 
that the average daily earnings of single siden in this eentre varied from 
lis. 9-6 to As. 1.·I!. The range of variation shown for Alunedabad for this 
occupation was, however, small. It was reported that in 56 out of 73 mills 
the single siders were getting an average daily wage between 16 ann.. and 
17 annas per day. The report adds, "The explanation of this presumably is 
that in this occupation there is the standardization of wages already referred 
to." Wide variation in wage rates was thus the nonnal featuN: in centres 
where wages were unregulated. This was also a persistent reature and showed 
no signs of diminishing in extent by the mere p .... ge of time. 

The figures cited above have heen taken only {rom the time-rated oc· 
cupations for the sake of presenting the picture with materials whose validity 
Cor the purpose cannot be challenged. The conditions in the piece-work oc­
cupations arc, however, of the same natUN:. Earnings of workers, as the pub­
lished reports of the enquiries show, vary widely from centre to centre and 
from unit to unit in the same centre. The basis and manner of calculating and 
grading piece-rates are again diverse. The actual piece-rates are themselves 
not usually available. Even when they are available a comparison between the 
weaving rates is rendered impossible because of the complicated structure oC 
rates in this department. In other departments comparisons are possible. In 
recent proceedings before the Industrial Court, Bombay, it has heen shown thaI 
the reeling and winding rates paid by different mills in Bombay stand at levels 
wide apart, and in infonnation available to me lor some other centres of the 
textile industry in the province I have noted differences of the degree oC 25 per 
cent and over between the highest and the lowest rates in the winding, reeling 
and warping rates paid by contiguous mills in the same centre. 
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I have laid ~ on conditions in the cotton textile industry ill tilt 
Province of Bombay not only because I am best acquainted with the wa~ 
position in the industry in that province, but also because we """"'" the most 
reliable and authoritative data in respect of it. But such data as arc av~.=jable 
about conditions elsewhere help to confinn the conc1usions fonned b)' a study 
of wages in the Bombay cotton textile industry. Let us for example tum to in· 
fonnation contained in the report of the Cawnpore Labour Enquiry Com­
mittee (1938). This report contains (pp. 15- I 8) important wage statements 
furnished by the Employers' Association showing the wage p05ition in the in­
dustry in 1929 and 1937. The following table sets out, for certain fixed-wage 
occupations, the monthly wages paid by mills paying the highest wage and 
the lowest wa~ in that occupation. 

1929 1937 
Lowest Highest Lowest Highest 

IIs.As.Ps. IIs.As.Po. IIs.As.Ps. IIs.AsPs. 
Blow Room '4- .- 9 19- 8- 0 14-10- 0 '9- 8- 0 
Ring (Weft) 14-14- 0 19- ()oo 0 16-14- 0 27- 0- 0 
Sizing (Front) 22- 8- 0 30- 0- 0 •• - 8- 0 38- 0- 0 
Drawers in 22-12- 0 30- 6- 0 '4- 13- 1 46-15- 0 

It is not known whether all the figures given in these tables are strictly 
comparable. Whatever the allowance that may have to be made on this 
account, it is clear that the position revealed by them is one of great disorder. 
In this connection the following remarks of the Millowners' Association which 
accompanied the wage statements will appear instructive: "There was a 
difference in the rat{'1; of time wages paid by the various mills; this difference 
being due to unavoidable factors. such as the age and design of machinery, 
lay.out of the factory and quality of the material worked, etc .... Piece-rates 
for different operations were calculated and based on traditional practical 
experience, and on such factors as the speed of machinery, type of material 
being made, etc,"9 Two other notable features of these Cawnpore wage statc· 
ments should also be observed. These are that mills cannot be always graded 
uniConnly according to the rates and earnings in all occupations. There- are 
some mills in which the general level seems to be indubitably high or low, but 
there are others which show in comparison a high level in some occupations 
and a low level in others; and the incidence of such variations cannot be 
explained on any readily observable grounds. The other feature is that the 
movement of wage rates between the two dates, i.e., 1929 and 1937, for which 
statistics are available, is also not unifonn. The comparative position regard. 
ing the wage level as a whole, and regarding wages and earnings in particular 
occupations of the mills changes appreciably as between the two dates. There 
is. however. no movement towards an approximation of the general or particular 
levels 'of the various mills to a uniform average by passage of time. If anything, 
the gap seems to have become wider recently. 

Evidence of a like character can be adduced for the cotton textile industry 
in South India. This is embodied in the report of tbe Court of Enquiry ap-

• Report, pp. IJ·I. 
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pointed to enquire into the disputes betwt:en labourers and employers in the tcx· 
tile mills in Coirnbatore ('938). In one way this evidence is specially in­
structive, for it relates to a centre where the operating unit is comparatively 
small. The total number of workers employed in Coimbatore at the time of the 
enquiry was 25,791, and the number of factories was 25. Under the ordinary 
assumption of economic theory, the forces of competition should work with 
particular effectiveness in these circumstances. In actual fact conditions appear 
to he even worse here than in the Bombay Province or in the United Provinces. 
The Court of Enquiry found that there was "pronounced variation" in the 
Urates paid to the same kind of operative between mill and mill." A few figures 
relating to certain time-rated occupations in the spinning section will make 
this clear. Blow Room scutcher Rs. 14-0 (H.), Its. 9-1. (L.): Can-tenter 
(carding) Its. 10-0 (H.), R". 5-1. IL.): Grinder Its . • 6-0 (H.), 1115. 6-8 (L.): 
Spinner RI. '4-8 I H.), Its. 9-" (L.):!O making all allowances for extreme cases 
and for some element of non·comparability the figures in this report still call 
for a serious consideration at the hands of all students of economic theory. 

The cotton textile industry is the most important and the oldest-established 
factory industry in India. The conditions that obtain within it cannot be taken 
as representing a phenomenon that is either temporary or peculiar. In respect of 
the variation in wage rates the: position is similar everywhere else. The evidence 
for other industries is not plentiful. For the other important textile industry, 
viz, jute', we have no statistical data which can be used with confidence. The 
only recent statistics regarding wag" in the Jute industry that I have come 
across are those contained in Appendix 9 to the report for the year 1933 of the 
Chief Inspector of Factories in Bengal. These wage statistics are presented iD 
the fonn of frequency tables indicating the number of factories which pay the 
persons in particular occupations the average wages within certain limits of 
average monthly wages. It is difficult to interpret these data; for. we do not 
know how the averages were calculated and whether particular occupations 
are paid on time· rates or piece-rates. Except in certain occupations. however, 
the dispersal revealed by the frequency tables is very wide. Though we do not 
possess suitable statistical data we have a description given by the Government 
of Bengal of wage conditions in the Jute industry in its evidence submitted 
to the Royal Commission on Labour in India. This description, as the foilowing 
a.tract .,..;11 prove:, shows wage conditions in this industry to be at least as 
chaotic 3S th05C in the: cotton textile industry. 

The Bengal Government writes: 

"Perhaps in no industry in the world. situated in such a circumscribed area, 
is the wage position more inchoate. The mills. grouped under different managing 
agenu, work under wage systems which hU'e de,·eloped many local idiosyncrasies 
during the long or short years of their existence. Even in mills under the same 
managing agents, there are differences which, to persons not acquainted with the 
position. seem increclible. For example, in two mills situated in the same area 
and separated from each other by little more than a boundary wall. under thJh~III2Ir:;, 
managing agents, there is practically not a single entry of wages which is e~. c . ..-.. 

10 Report. p. 30. 
H.-Highest 
L.-Lowftt 
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]n three mills under the same managing agents, situated within a stone's throw of 
each other, the rates in one mill have for many yea .. been higher than those in the 
other two mills. In other p'0ups of mills. situated close to each other and under 
different managing agents. the wage rates in individual min. are kept, or are sup· 
posed to he kep~ strictly aecret. The total earnings are not neceooarily kept sec~ 
but each prides itself on having been able to declare piece-rates or bonu&-rateI 
which are better than the rates of the neighbouring mills."U 

Lest it may be thought that variability of rates of wa!l'" is a character­
istic only of the older industries in India, I shaIl close this descriptive part with 
a quotation from the final memorandum presented by the Government of Bihar 
and Orissa to the Royal Commission on Labour in lndia.12 

"Methods of fIXing Wages. 

"Jharia Mine Field.-There is no recognized system by which wages have 
been fixed in the coalfields for akilled or unskilled labour and they are Dot 
standardized. 

"1. Faetories.-In general. wages have not been fixed either by negotiated 
agreements or by any other means. Thus it is found that wages vary fairly con· 
siderablv even in the same area, as the figurest' given below showing the rates of 
wages for (a) Tatas and Tinplate Company. which are both situated in Jamshed· 
pur. and (b) the figures of the Locomotive Works at Jamalpur. and the Penin~ular 
Tn~alY:o Cl")mpany. both of whom are situated in the neighbourhood of MODghyr, 
will show." 

Similar instances could easily be multiplied. There is, however, no virtue 
in mere repetition. I have for the description chosen only the oldest centres and the 
most well-established industries, '0 that it may not be said that an unfair sample 
was taken or an exaggerated impression was sought to be conveyed. A study 
of these conditions seems, at least to me, to show conclusively that the assump­
tions made ordinarily in the fO!Tllation of the theory of wages and in prescribing 
policy on the basis of that theory do not hold good in India. In a free market 
there ou~ht not to obtain divergences of anything like the magnitude we fmd 
in the above instancc:"S. Prof. Pi~ou categorically lays down that "as between 
persons exactly similar in quality fair wages mean-equal wages."lt Here 
we have in..-tances of large masses of unskilled workers, within whose ranks thrre 
is little scope for differences in quality and whooe work involved such little dif­
ference, employed in contiguous establishments in the same industry at widely 
varying rates of wages. It would be easy to give instances taken from the reports 
of the elaborate wage census conducted by the Bombay Labour Office in 1934 
willch show that pavrnents in the same centre in different industries to persons 
in the same or similar occupations vary widely. But it is even more convincing 
to have instances of workers of similar quality in the same occupational grade; 
obtaining significantly different rates of payment in contiguous establishments. 
And this cannot be taken as a temporary state of affairs: so far as is known this 
has been a phenomenon always characteristic of conditions in Indian indU!Stry. 
Faced with these facts can we talk of the tendencY in lai.uez laire to bring about 
an equality of incomes? Is there under these conditions any criterion which can 

II "Report of th~ Ronl Cmnmiuion Mt labour m India," U'31, pp. 21G·G. 
12"Evidence." Vol. IV. Part I, pp. CIS·g. 
Il T"bl .. not ftl.>roduePI:t. 
14 Pigou. op. eiL, p. ~ 
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enable us to determine a "fair wage"? Are we still to suppose that entrepreneurs 
are eontinuously making wi!c and clever adjustments and it would be folly re­
sulting in the possible destruction of capital to interfere in the nonna! working 
of the natura! laws of marginalism? 

I am aware that, faced with such facts, the ~conomi5ts talk of imperfect 
competition, the stickiness of certain payments, of the time lag in adjustments, 
etc. There is no denying that the conditions illustrated above reflect the working 
of a market very differ~nt from the theorist's competitive market. My only con~ 
tention is that, in the circumstances, a perfect market is an illegitimate assump"­
tion. For, I may repeat, in India the three types of interferences which econo­
mists hold chiefly responsible for making impoo;ible the smooth working of a 
market-interference on the part of (i) State, (ii) the organised bodies of 
employers, and (iii) the Trade Unions-are almost non-existent. If even 
here the imperfections of the market arc: so glaring, the postula.te of the perfect 
market, while perhaps useful for purposes of analysis, is a hazardous basis for 
the formulation of policy, and laissez faire a prescription that has no theoretical 
validity and which bear. no practical proof. 

Let me for a moment recapitulate the argument. I began by pointing out 
that the problem of wages was the central problem in our subject. I then went 
on to indicate briefly what economists had to sayan the subject of the detenni~ 
nation of wages. It was found that an influential body of theort:tical economists 
held that in the absence of external interference) wages for- similar kinds of 
labour tended to equality) that the forces of the market tended to approximate 
wage rates to the marginal product of labour, and that when they were so 
approximated they could be called fair. The same economists were broadly 
found to hold, as a result of this type of general reasoning, that interference 
could achieve little and that attempts at regulation were likely to prove hann­
ful and were at best futile and bound to be evaded. If one subscribed to this type 
of reasoning there was little lett but to advist: everybody to leave matter.; to 
shift for themselves. On a study of the facts of the Indian situation it was, 
however, found that the actual conditions differed widely from the assumptiolUi 
made in theory regarding the working of the market. I, therefore, reject the 
theoretical structure raised largely on a priori grounds as unsatisfactory, and 
feel that at least so far as India is concerned no theory which does not explain 
the facts of the situation adequately should be allowed to sway our judgments 
in matters of policy. The divergencies and discrepancies revealed by a study 
of the actual Indian wage conditions are so large that we cannot, in face of 
their existence, rely on the natural working of the market to bring about a proper 
and equitable distribution of resources and adjustment of payments. 

We have advanced so far only to a negative conclusion. Facts disclose to 
us that in India much weight cannot be attached to the theoretical objections to 
attempts at regulation. But they do not necessarily dictate a positive policy, at 
least we have so far not addressed ourselves to the question as to whether they 
dictate such a policy. It may be argued that while imperfections of the market 
and consequent inequaliti~ of payments exist, rxternal interference could not 
mend matters or that it may even worsen them. We must, therdore, consider 
what arc the unsatisfactory aspccl> of tm, present situatioa, in what respect lbey 
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create problems of labour """"'Il"MCI1t, and what step can effectively be taken 
in order to remedy the situation. The main evils in the prescnt wage situation 
in India are .. follows: Fimly, there is the very low level of paymen13 to eel'1ain 
dura of worken. Secondly, the differences in pa}1l1ents from unit to unit in 
the same: industry create unfair conditions of competition among employers. 
Thirdly, the same facts give fist; to discontent among workers and are the 
oecasion of frotuent wage disputa. We shall defer consideration of the first 
aspect of this problem. The second aspect is often referred to as the under­
cutting of wage rata by competing employers. The complaint of low wage 
costs enabling employers in one region or country to hold their own in the market 
is onc that is heard universally. When one country or one region complains 
agaiMt another on the score: of uunfair competition," the difference in wage 
COSI3 is explained by costs of transferring labour and capital or to lack of mobility 
induced by artificial restrictions. The effom of the International Labour 
Office at obtaining a certain unifonnity of Labour standards in all countries 
of the world may be taken to have the elimination of such "unfair" advantago 
as one aim. But, as we have $eCn, such under-cutting can and dotS take place 
in India even within areas within which there appears to be no lack of mobility 
or no heavy costs of transfer. The disadvantages of under-cutting from the 
point of the employer paying the higher wage rates are obvious. They enable 
his competitoB who pay a lower wage to maintain a competitive position from 
which they would otherwise be dislodged. It, no doubt, often happens that the 
employer who pays the higher wage is also the more efficient in production. His 
business is perhaps better organised, his equipment is of better quality and 
better maintained, and he has perhaps some special advantages in respect of 
the market in general or some special part of it. On account of thest: advantage" 
he is able to produce at lower costs per unit, and a part of the total advantage 
is paooed on to the wage earner in his estab1ishment. It may also be that he 
ge13 into his employment a better type of worker on an .. ·erage than his low 
paying competitors, that tbere is less friction in his establishmen13, and less 
absenteeism and turnover. But the extra efficiency of lal:xmr cannot amount 
to much especially in bighly mechanised industries where the work is mostly 
of a repetitive character, and all the advantages together cannot compensate 
the employer fully for the extra wage paid by him. It is clear what, in these 
circumstances, would bappen in a free markeL The employer who pays 
higher waga would tend to lower his wage rates and at the same time, as a 
comequencc of the advantage obtained by such lowering, to extend the scope 
of his operations. The employer paying 1 ... would on the contrary have to 
increase his rata under stres5 or competition and to curtail the atent of his 
business. Both the;e tendencies would continue to operate until a point of 
equilibrium was reached where the wage rate paid by all employers for sirnila< 
types of workers was the same, and then the point at which the market was 
dnidcd between entrepreneurs with different degrees of efficiency would be 
tboe optimum. In India, at least, market conditions do not semt to wort in 
that manner, and this problem of the possible subsidising of tboe in 16· d 

rmployer because of low wages has to be faced.. U 01... the less cfficimt em­
ployer is forced to pay the same wage as the more efficient, he would have DO 

;a rift to imJll""ft his methods and be would continue to produce OIl a .... 
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~ than the one to which he is properly entitled. The..-.rca of the 
country would continue to be distributed amongst empJoyen in a manner that 
is not the most economic. 

That a wide disparity between wage payments for similar kinds of work 
by contiguous units leads to discontent and friction is a statement that abo 
need-; no elaborate proof. Such a state of affairs, if it is chronic, as in India, 
may not, of course, lead to constant wage disputes. It is, however, one factor 
in such disputes when they occur; this has becn made clear by recent experi­
ence. Moreover, these disparities invariably create difficulties in the' process 
of the settlement of disputes. Any modification of the level of wages or the 
method of paying wages which is proposed in order to bring about 3 settle­
ment will, when conditions are divergent, affect different groups of work pea. 
pie in different ways. Often some of the more usual methods of wage adjust­
ment have the effect of accentuating the existing disparities. Even if varia­
tions in wage payments, when chronic, may not lead actuany to disputes, they 
ttrtain1y seem to have two important effects. Firstly, they add to the volume 
of labour di~content. Recent scientific enquiries seem to lend support to such 
a view. Under certain conditions workers may not constantly think of an 
absolutely low wage. It was, however, noted during the investigation, that 
"if the wages of any group were Jower than thooc of other groups onploycd 
on fairly similar types of work, the individuals SO affected were inclined to 
complain about the rate of payment. The wages question then began to oc· 
cupy a more prominent pa;ition in their thoughts and tended to create a back· 
ground of discontent. "IS The disparities must also encourage an increased 
turnover of lahour. We have yet had few careful enquiries into the problem of 
turnover of labour in India. But it is obvious that the possibility that exists 
when wage payments vary, of getting a higher rate by change of employ must 
lead to a certain amount of avoidable turnover. The desire to better one's 
prospects, whether it eventually fructifies or not, is, to my knowledge, one of 
the reasons often given to those who cnC'''?tre from workcJI into the reasons 
of their leaving their fonner employment. 

U"Fatigue and Boredom in Repetitive Work," Medical Re.esrdt CoaaeiJ. J __ triII 
HraJth Research Board, LoDdon, Report No. n. 19a, p. 51. 



LEC'ruRE D 

WAGES AND EMPLOYMENT 
\V E MAY now revert to a consideration of the first issue raised in 

enumerating the disadvantages of the present wage position in India. This 
is the very low level of wages obtaining in certain industrial occupations in 
certain units. [shall consider some important aspects of this qUe'3tion in the 
last lecture on the standard of living. At this stage I shall pay attention only 
to the aspects of practicability of regulation. lVe are not concerned here so 
much with why it is desirable that a low wage should be raised as to whether 
it is possible by regulation to raise a low wage, and as to what will be the direct 
and indirect consequences of ~ch an action. In the last lecture. I drew at· 
tention to the" fact that the varlations in wages paid from unit to unit are 
large and that in the same occupational grades some units ma.y be paying a 
much lower wage than othe~. The question to be cons:dered now is whether 
under these conditions some kind of regulation is called for and whether it 
will be effective and also beneficial if both its direct and indirect efTects are 
taken into account. In one of its aspects the problem could be visualised as 
one of raising the level of wages in units in which it is unduly low. From 
~uch a point of view its nature would approximate to the problem discussed 
by Prof. Pigou of the effects of interference in order to raise unfair wages; 
there would, however, be this material difIerence between the two C~, that 
we have no yard.stick of the fair wage, and with us it is not necessarily cau5es 
like ignorance or costs of movement that are holding the ' .... age down. \Ve have 
to act thus not on some definable cause of unfairness such as cost of movement 
or ignorance and watch the effects of the interference on the wage, but have 
to act directly on the wage itself. So long, however. as we confine ollmlvC5 
to a consideration of raising the wage rates in establishments where they are 
very low, we are facing a problem essentially of the type of enforcing a 
minimum rate in establishmen~ where wage earners arc sweated. The chief 
question to be tackled in this connection will be the effect of the measure 
on the employment offered by the low-wage establishments and by all the 
establishments in the industry taken together. Regulation may, however, aim 
at raising the wage not only in specially low-wage paying units but in all the 
units, on an average, in particular occupational grades, or it may aim at raising 
the general level or averag-e wages in the industry as a whole. In stlch cir­
cumstances the reactions of the regulatory measures will have to be studied over 
a wider field. The reactions on the occupational structure of the industry 
and the effects that the regulation may have in the direction of the displace­
ment of labour in particular processes will have to be watched. There may 
also be wider effects on the fortunes of the industry as a whole, and if the in­
dustry is big enough the repercussions of the particular wage ttgulation on 
employment of capital and labour in economic activities outside the regulated 
iDdustry will also have to be studied. 
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AI this point it will be appropriate to talte .. brief nview of what ap­
pears to be the praent "",ition "'garding the connection held to subsist be· 
tween the movement and the regulation of wages on the one hand and the 
volume of employment in industry on the other. Prof. Pigou in his analysis 
of the problems of industrial peace in his "Economics of Welfa"," sa:ms to hold 
the traditional view of wage; as the priao mechanism which controls and belps 
to clear the Labour Market. The demand for labour is taken by him to move 
broadly in response to the fluctuation in the wage rate. Dr. Hicks in h.i.1: 
'-neory of Wages" (onows essentially the same approach. The concIusiom 
which foUow this approach are so important that I give below a number of 
extracts from the chapter on H\Vage-Regulation and Unemp1oyment,"1 in this 
book. The particular quO!tion posed by Dr. Hicks is as to wbat wiD bappen 
if Trade Unions insist on a wage higher than would have been paid in a 
competitive market. The tenns of his reasoning are, however. general and 
are broadly applicable to all movements of wages, upwards or downwards. 
Dr. Hicks writes: 

"Very simple and familiar economic rrasoning suggests :\t once the mftin an· 
swer-unemployment. A raising of wages above the competitive level will con­
tract the demanrl for labour. anet make it impossible to absorb some of the ""en 
available. As the employment of labour contracts. the marginal produC't of the 
men still employed wi11 rise; when the marginal product has risen to a level cor· 
responding to the new wage. the increase in unemployment will stop."2 

.. It should be dear (rom our analysis o( the Mar~inal Productivity theory 
in Chapter I that the effects on emfloyment of artificially high wages may easily be 
.tow in making their appearance." 

"In an expanding industry, when profits were abnonnally high. the artificial 
raising of wages mar cause, nol contraction, but onlv a retarding of e"<pansion. 
For the reduction of the ahnonnal profits. caused by the rise in wageg. diminishes 
the incentive to transfer capital to this industry; it therefore diminishes the incentive 
(or the old firms to expand. or for new finns to enter; anrl the expansion of the 
whole industry is therefore less lhan i! would otherwise have been. In a contracting 
industry. where pro6ts are already abnormally low, high wages will accelerate 
decline:" 

"Whatever may be the case with the ordinary Trade Unionist. no one with 
an economic education is likely to deny what has just been established with perhaps 
unnecessary de1ail-that a raising of wages in one industry will diminish the 
demand for labour in thai industry. But even economists sometimes find a dif· 
ficulty in seeing what is admittedly true for each induSlry separately is also tme 
lor .11 industTie!l taken together. Once we have IIniversal Trade Union action. the 
c~ri$ pariblU assumptions. with which Marshallian economics is accus!omed to 
work. break down; it is no longer fair. for example. to suppose thal.the detnand 
curves for the products of the industries remain unaffected by the changes: and a 
way of looking at the problem which had sufficed with one indUltry considered alone, 
becomes unsatisfactory in the more complicated case. 

"But it is not really difficuh to adjust our views to this case. It is true 
that we must not lqok at the various industries successively; we must look at them 
limultaneously. But we can then prove conclusively that an all· round rise in wages 

1 Pp. IT9·.7. 
2 Htcb, opo cit., P. 17 •• 
'Hkka. op. cit .. p. llil • 
• Hicb. op. cit., po 'M. 
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mU!t cause unemployment (apa~ again, from reaction on the ef6eieney of labour) 
by supposing it dna DOt, and then proving the continuance of .uch a lituatioo to 
be impossible."' 

I do not think that it would be unfair to Dr. Hieb to state that he 
seems, from the way he argues the matter, to look upon the wage rate as the 
main instrument which controls the market for labour. 

Since the experience of the depression, economists have learned, how­
ever, to be much more cautious in the expression of their opinions in this mat .. 
t~r. Already before the depression Prof. Clay had pointed to the need for 
caution in interpreting and anal~ing the situation.' Prof. Clay was concerned 
with the specific problem of the hard core of unemployment ;n Great Britain 
during the twenties and with examining the suggestion whieh derived indirect 
support from the writings of economists that this unemployment could not be 
reduced without a lowering of the wage level. It should be pointed out that 
he did not dispute the validity of the general prevalent approach; what he, 
however, s~d was that the existence of chronic unemployment could not 
be alwa~ taken as evidence of the fact that the general level of wages was 
high, that the situation had to be analysed industry by industry; that it would 
as a result be perhaps found that wages were unduly high not in the expanding in­
dustries where they were absolutely high, but in the non-sheltered declining 
industries where they were low; that in these industries a further reduction of 
wages would not help to reduce unemployment. It was thus evident that the 
main problem in Prof. Clay's opinion was not the adjustment of wage rates 
but a proper distribution of the labour supply. 

"To sum up; the connection between wage levels and unemployment i. 
complicated by 8 number of other (actors which differentiate the post-war (rom the 
pre-war industrial situation., and render it a dangerous abstraction to isolate one 
factor and attribute to it the whole of the present abnonnal unemployment. The 
maldistribution of I.bour brought aoout by the war is a more important cause of 
unemployment. the innuence of which has been limited by the Jowering of wage­
rates in the overcrowded industries. and is being reduced by a fairly rapid spon­
taneous redistrihution of labour. And the same factor in the problem, the un­
economical distribution of labour. sO affects the productivity of industry that it 
reduces the average wage that can be paid without causing unemployment."' 

A similar idea was expressed in a charactcristicalIy emphatic manner 
by Dr. Cannan when he wrote in an article in t930 as follows: "The true 
remedy for long-term unemployment always applied through history, and al­
ways effectual, is geither rationalisation nor reduction of wages, but redistribu. 
tioD of labour force between the different occupations.nl 

After the depresion, however, the efficacy of the wage rate as an instru­
ment lor clearing thr: labour market came to be questioned roore universally. 
It was found during this time that in particular industries, and also in all in­
dustries together, employment could not be increased beyond a certain point 
bowever low the reduction effected in wages might be. It was obvious, there-

SHieD, op. cit .• pp. 185·6. 
6 Prof. Clay-"Problema of 1Dd\Ut1'i&1 Rel.tion .... 101D. p. 117.8. 
7 Prof. etay, "'The ~blem of IndDltrial Rl!b.tiou aDd Other &u.,. ... 1_. pp. 117.1. 
• l'rof. Ca.aaa, "TIM Problem. of Unemploym_t," ill E ie J~ liarcIa 1-. 

[nl 



fore, that at least in tim .. of a ..".,., dcprSon other facton were much more 
important than the level of wag .. in detennining the total volume of employ­
ment offered by industry. for the time being, at least, wages feU into the 
background as a factor responsible for creating or maintaining unemployment. 
The full extent of the resulting reaction on theory is to be seen iD Mr. K<yncs' 
"General Theory of Employment, Interest and Money." Mr. Keynes is definite 
that the classical approach to wage theory is useless. He sal": .. Prof....,.. 
Pigou's 'Theory of Unemployment' seems to me to get out of the Classi<*1 
Theory aU that can be got out of it; with the result that the book bec:am<s a 
striking danonltration that this theory has nothing to offer, when it is app\iftl 
to the problem of wbat detennines the vol_ of actual employment .. 
a w]wle.'" 

He (0110 ... this up by challenging most of the conclusions obtained as a 
..... It o( anal~ on the traditional pattern. It will be remembered that on 
the basis of the marginal producth;ty approach the conclusion reached was 
that a flexible wage was at least theoretically desirable. The result arrived at by 
Mr. Keynes is the direct oppooite of this. He la)~ down: "To suppooc that a 
flexible wage policy is a right and proper adjunct of a S}"'tem which on the 
whole is one of ldi .. e~ fai,., is the oppooite of the truth. It is only in a highly 
authoritarian society. where sudden, substantial, all-round changes could be 
decreed that a flexible wage-policy could (unction with success:' IO It is no 
wonder that with such a complete alteration in the attitude towards the wage 
level the practical advice offered. and the share of praise and blame distributed 
also change radically. Thus Mr. Keynes comments in the fallowing manner 
on the gencral attitude of workers and trade unionists towands a change 
in wages: 

·~us it is fortunate that the _onen. though unconsciously. are instinctively 
more reasonable economists than the classical school. inasmuch as they resist re­
ductions of money·wages. which are seldom or never of an alI·round charaeteT, 
even though the existin(!; real equivalent of these wages exceeds the marginal di,. 
utility of the existing employment; whereas they do not resist ~du:ctions of real 
wages. which are associated with increases in aggregate emplovmenl and leave 
relative money· wages unchanged. unless the reduction proceeds so far as to threaten 
a reduction of tilt! real wage below the marginal disutility o( the existing volume 
of employment. Every trade union will pul up some Te!istam:e to a cut in money­
wages. however small. But since no trade union would dream of atriking on every 
occasion of • rise in the cost of living. they do not raise the obstacle to any increase 
in .. regate employment which is attl"ihuted to them by the clusicaf schooJ:'u 

Thua the trade unionist who had been the general target of criticism of 
the economist a few years before-he is accused of special obtuseness by Dr. 
Hicb in the quotation given ahove-ouddenly finds himself praised (or re­
markable perspicacity. Perhaps he deserves the one no more than he did the 
other. It is, for example. not quite true to say that the trade unionist did not 
concern bimseIf about changes in the east of living. Mr. K<ynes should have 
_ed that quite a large: number of collective agreements in Great Britain in­
clude in one form oe another arranganents to \'ary the rate of wages accord-
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ing to a sliding scale eonnected with an index number or prices. Whatever 
that might be, there has been wide acceptance of Mr. Keynes! ideas on the 
subject, and the conclusions of economic theory today on the connection be­
tween wages and employment are largely of a negative character. They are 
best exemplified in the following extraet: 

"Any change in money wages will set up a number of complicated repercus­
sions. which may lead to a change in employment, in one direetion or the other. 
la some extent, but (apart from reactions upon the rate of interes~ which we shall 
discuss later) a change in money wages is not likely to lead to any great chance in 
employment in either direction."12 

Two important reservations must be made in the application of this body 
of conclusions to the series of problems with which we are concerned. It 
should be rememteced in the fint instance that the main reason which leads 
Mr. Keynes and his followers to dispute the conclusions yielded by the classical 
approach is the effect of the reduced wage rate on the purchasing power of 
consumers. The workers themselves, it 15 argued, fonn the bulk of the con­
sumers, and the size of the income of the workers detennines to a large ex­
tent the demand for consumable goods in the conununity. An attempt to 
stimuiate the labour market by reducing wage rates is bound to fail hcause 
while it may increase employment temporarily in industries where the wage 
is reduced, it must at the same time reduce employment elsewhere because of 
the smaller size of the income of the workers and the consequent decrease in 
their demand for commodities. It is dear that an argument of this character 
has great force in a country which is highly industrialised. The greater the 
proportion which the income of the workers bears to the total income of the 
whole body of consumers, the great~r the validity of the reasoning. But where 
workers as a whole and industrial labourers in particular fonn a small propor­
tion of the total population. the argument has not to be regarded to the same 
extent. Secondly, most of the new writers mostly leave out of consideration 
the problem of the relation between real wages and employment. As a matter 
of fact it would seem that while any connection between monty wages and 
cmploYJ:Oent is denied, such a connection betwe~n real wages and employ­
ment is, by implication, often conceded. We are concerned not with a regula­
tion of money wages alone but with a pa;sible regulation of real wages also. 
An examination of the connection between real wages and employment is, 
however, analytically very difficult. Once you give up the classical structure 
which confines itself to reasoning in tenl'lS of real goods and introduce the 
znonetary mechanism as an important integral factor in the situation, you 
must first establish some connection between money waga and real wago be .. 
fore you _can analYK the situation as a whole. But no invariable connection 
tx:twecn money wages and real wages can theoretically be postulated, and such 
light a,.c; statistical studies can throw on the problem seans to be: yet meagre 
and inconclusive. IS 

This account of the prestnt position of economic theory is not of material 
help to us. It would = that while a large body of modem eeonomists may 

12 RobirL80n. ,T., "'ntroduetion to the. Theory of Entployment," 1937, p. St. 
n J. M. Keynes, "RelAtive M(.oveme.nta of Real Wage. and Output," Economic Joomal, 
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not oppose wage rigidity in a country like Great Britain, their attitude towards 
wage-regulation is not clear. Thus while trade union action in collective bar­
gaining may receive support at their hands it is not sure that they would hold 
state interference to be justified. Further, the arguments usually urged by them 
wOlild not apply with equal force to Indian conditions. In any c~c they would 
at least not apply to regulation or even collective bargaining which involved an 
attempt at raising the level of real wages in any occupation or in the industry as 
a whole. 

Before we revert to a eonsideration of thc specific problem before us I 
may note a result which the depression of J 929 has had on practical policies. 
I have remarked above that during the dep"",ion it was found that it would not 
be possible to reduce unemployment by a mere lowering of the wage rates. The 
result of noticing this was a change in the position of the theoretical economist 
regarding wages. The practical consequences of this phenomenon on the 
labour market were very serious. Durin.~ the depr~ion there was in certain 
industries practically no level below which wages could not be reduced. If a 
lowering of the wage rates could not increase the volume of employment ofTered~ 
the existence of an undiminished labour supply must lead, in the absence of 
collt!Ctive action by workers, to continuous rate-cutting by employers which 
could not be resisted by labourers and which would not lcad, in the ordinary 
-course of events, to any corrective movements. The bottom would thus be 
knocked out of the labour market. This is what actually happened in a number 
of occupations in a number of countries in the period of the depression after 
rq2C). The result was that unde!" prcs&ure of public opinion laws regulating 
minimum wages were adopted widely all over the world and the lesson was 
not unlearnt even when the depression lifted. The Labour Year·Book (1936.37) 
describes this I.,."n of the depression and its results in the following terms: 

"It is a point worthy of note that the development or minimnm wage.fixing 
machinery has continued with unabated vigour during the pt"riod of economic 
recovery. When the depression was at ils WOI'"5t. and the pressure ror wap;e reduc· 
tions most severe_ the need for such lea:islation 8S 8 measure of protection for un· 
organised or weakly organised workerS wa~ clearly demonstr~ued. As conditions 
improved, the danger of cut·throat competition at the expense of wage rates was 
lessened; but the continued development of m:nimum wagc.fixing machinery is 
evidence of a recognition that this danger is never entirely absent. and that such 
machinery fonns a necessary part of the nonnal mechanism of economic control."l .. 

It will be noticed that, in the vi~w of this Year-B?ok. wage regulation has 
now reached the paiition of a necessary part of the nonnat economic mechanism. 
But it is not enough for our purpose that an institution or a practice should be 
well~nigh universally establio;hed: for. its existence or adoption does not mean 
that the practice or institution i.~ dther necessary or jmtified. Economists are 
very fond of harping upon the contrast between the enlightened views that they 
bold and the practice of government and the slogans current in the public at 
large. 

We must, therefore, go on to examine the possible effects of an attempt 
at a regulation of wages in India on the volume of employment offered. How 
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is lhe volum< of employment in particular industries in India and the total 
volume of industrial employment likely to be affected by a movement of the 
wage rates? While no general answer to such a question secns possible, cer~ 
tain broad considerations in connection with it may wen be set down. In the 
first instanr:e attention may be drawn to certain pecularities of the employment 
oC Indian industrial labour. One is that Indian labour is reponed to be working 
at a very low levtl of efficiency. This factor may lead to either of two op-­
posite results in the events of a wage increase which forces up the rates. On 
the one hand, it may result in a substitution of machinery fOT labour and thus 
mean a reduction in the volume of employment offered. On the other hand 
the;- higher reward offered to labour may increase its standard of living and 
consequently its efficiency. With increased efficiency it may be as profitable 
to employ labour in given numbers at the higher rate as it was at the lower 
rates previously. Hence the volume of employment offered may continue un· 
diminished at the ntw level of wages. Possibilities of this character are, no 
doubt, to be visualistd in the labour situation in any country. But they arc; 
with our standards of living and standards of efficiency, more readily observable 
in India thau elsewhere. I shall dcallat<r with both aspects of this phenomenon. 

Another peculiarity of the Indian labour situation to which attention may 
be drawn is tht allegation that an incrtase in wage rates in India results in a. 
falling off, at least tc:mporarily, of the labour supply. The allegation is of long 
standing and has at every stage been reiterated by c:mployer.;. The employe,. 
of labour in coal mines have, for example, always alleged that the better the 
condition of thtir labouring classes the shorter was the labour supply. The 
bulk of labouring class in the main coalfields in India consists of members of 
families of local aboriginal agriculturists. It is said that a famine makes the 
labour supply at mines plentiful, while an increase in rates has the result usu­
ally of inducing a labourer to absent himself from work for a longer number of 
da)~ than he would otherwise do. The following extract relating 10 this ques­
tion from the evidence submitted by the Government of Bihar and Orissa to 
the Royal Commission on Indian Labour will be found interoting: "Wage 
changes may be said to have practically no effcct on labour supply. In the 
coalfields it is commonly Slated that an increase in the rate paid per tub of coal 
raised is likdy to be followed by a decre3S(: in output. This statemtnt W(I,S 

also commonly made at the strike period of 'g.o-2I, when the Deputy Com­
missioner rtported: 'I tried to obtain some figures on this point, but the conw.. 
tions vary so greatly from time to time and the factors which detennine the 
amount of output are so many, that I could find no proof one way or the 
other. So far as I can judge, however, a sober and industrious man does not 
relax his work bccaus< he gets better pay, but I should say that the tendency 
of the less industrious class is undoubtedly to work only when they require 
money and to be idle when they have money in their pockets, and to this ex­
tent a raising of wages means a le::RIling of cft'ort.'" 

The Indian Mining Federation reports that the raising of wage. in '921 
by roughly 25 per cent had the ""ult that the average working days per week 
dropped from 6 to 4Y'. The facts that: (a) In some mines an increase in 
the rate pcr tub raised on Monday is offered and yet fails to attract any ap-
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prttiable number of min.,. to work on that day, (b) all colliuy managen 
consulted stated that an increase of rates per tub in the busy cultivation seasons 
would not prevent the miner leaving the mine at thase seasons, seem to show 
that a rise in wages would not he followed by any increase in the labour sup­
ply, as the labour works when it wants to and then only."" 

This is not conclusive one way or the other, and there are, unfortunately, 
no statistical data available which could definitely settle the issue. It should 
further be noticed that in no case could it be maintained that the effect is more 
than temporary. It is usually urged by employers that wage rates and earnings 
have heen steadily moving upwards during the last few decades. If there was 
a definite correlation between higher earnings and higher absenteeism there 
should have bttn rndent pari passu a tendency towards increased absenteeism 
during all this period. No such tcndency is even alleged to he in evidence. 
Yet connection between higher wage rates and higher absenteeism still continues 
to he often harped upon. It was, for example, maintained by the Millowne13' 
Association, Bombay, before the Tatile Labour Inquiry Committee, that as a 
result of the wage increase granted in March J 938 an increase in absenteeism 
was observable in the months following. The main ground on which the mill. 
own.,. based their case was the statistics of absenteeism published by the 
Bombay Labour Office. These statistics no doubt reveal an increase in absen­
teeism in the months following February 1938 as compared with the first two 
months of that year. The Millowners' Association was, however, not justified 
on this account in drawing the conclusiOn! that they did; for the increase in 
absenteeism in March and subsequent months is a recurrent phenommon which 
is to be observed in the absenteeism statistics year aIter year. And though it is 
true that the absolute level of absenteeism in 1938 is higher than in previous 
years, the proportionate rise between the first two months and the subsequent 
months is not greater in 1938, than in 1936 or '937, It is clear that the level 
of absenteeism as such rose in Bombay (rom about the middle of the year 1937 
and kept high for the subsequent period of increasing production. This increase 
in the level of absenteeism, however, could have had nothing to do with the 
wage increase as it preceded the grant of increase by many months. It was 
most probably due to the greater prevalence of night shift working-in which 
absenteeism is usually greater than in day shift-and the employment of a con· 
siderable body of recruits new to the industry. It should in addition be noticed 
that statistics of absenteeism collected and published by the Bombay Labour 
Office for the Cotton Textile industry in Ahmedabad and Sholapur, on the 
same basis as those for Bombay, fail to reveal any marked movement in March 
1938 even though the increase in wages was of a similar size and was granted 
at the same time in all centres of industry in the province. This question has 
heen referred to at this stage merely to point out how old ideas die hard and 
how statistical data needs to he handled carefully. 

We shall now turn our attention to the short time repercussions of a wage 
increasc: on the employment situation. It is obvious that the cxtent of the:se 
repercussions will depend largely on the measure of importance attached to 
wage cans in the total expenses of production. In industries in which wage 
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costs bear a high proportion to the total, movements or wage! may have COlI­

siderable influence on the volume of employment offered by the industry. The 
mining of coal seems to be the one major industry in India in which labour 
costs play an important part in this manner. In the major manufacturing 
industries in India, however, their share, though important, is not dominant. 
For the Cotton Textile industry of the Province of Bombay it has been cal­
culated that costs of labour work out at between a fourth and a fifth of the 
cost of the finished product. Now, in industries like the Cotton industry or the 
Jute industry in India. wage rates are stationery over comparatively long periods, 
and the volume of employment offered in these industries varied over short 
periods by means of greater or less short~time working as in the Jute industry 
or by a l~r or greater resort to night~shift ''''orking as in the Cotton industry 
centres of Bombay and Ahmedabad. The level of wage rates OT their move­
ments have little effect on these short-time adjustmen~ in the extent of employ­
ment offered. These adjustments seem to depend almost entirely on the tempo­
rary changes in the state of trade and industry. The various st~ taken from 
time to time by the Jute industry to regulate hours of working within it during 
the last twenty years seem mostly unconnected with the movements of rata of 
wages. The same mnark may be applied to the short tenn variations in the 
volume of employment in the Cotton Textile industry in the Province of Bombay. 
This, of course, indicates nothing more than that an adjustment of wage rates 
is not attempted by employers wh~ever a temporary variation occurs in the for­
tunes of industry. Such a temporary variation has, on the other hand, influence 
on the total volume of employment offered by the industry. 

It is entirely a different qutstion as to what the effects of a wage increase 
will be on these shcrt tenn movements in employment. According to ordinary 
reasoning the effect should be to reduce the amplitude of the upward move­
ments of employment. Doubts may, however, be expressed whether in reality 
there will always be such an effect. It is, for example, not all establishments 
that can resort to night.shifts. It was found that in the Bombay Province 
difficulties in connection with getting a sufficient supply of skilled labour made 
it unprofitable for mills in all the smaller centres to undertake night-shift work· 
ing. Even in centres like Bombay and Ahmedabad it is not all mills that under­
take night-shift working. The number of mills that do not undenakc night-shilt 
working is quite mbstantial. What is the extent to which those that do undertake 
night-shift working are likely to be affected in the extent of night-shirt working 
by a movement of the wage level? No categorical answer can be given to this 
question. But I suggest that the usual assumption that there is a very large 
number of employers who can be arranged in a closely graded Sttics and their 
marginal operations would be affected all along the line by any wage movement, 
which is usually at the bottom of theoretical reasoning, does not seem always 
to hold good even in an industry like the Cotton Textile industry. The difficulties 
involved in the assumption may be well drawn out by putting the qumion in 
Clnother fonn. It is well-known that for a considerable period after the begin­
ning of '937 the Indian Cotton Textile industry experienced a sharp upward 
movement in trading conditions. The result was an agitation for an increase 
in wages by workers allover India. During 1937 and 1938 wage increases of 
varying proportions were granted by employen in rapomc to this agitation and 
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owing to pmsure exerted by governments in aIm""t all the provinces. The up­
ward movement in trade was reflected in an increased production of piece-goods 
by the Indian industry throughout this period. The increase was evidenced lim 
in the third or fourth quarter of the year 1936 and went on progressively ahnost 
month by month tiO about the end of 1938. Production of piece-goods by 
Indian cotton mills went on increasing progressively for many months after 
substantial increases in wages had been granted in the various provinces. It 
should further be noted that there was no contemporaneous movement of the 
ca;t of living commensurate with the upward movement of wages in this industry. 
The rise was, therefore, not a rise only in money wages, but must be regarded as 
a rise in real wages as well. Can it now be argued with certainty that the 
volume of output and the volume of employment offered by the industry 
would have been greater if the wage rates had not been increased? 

If one watches the figures (or the production by provinces, no check to 
the movement upwards of production or to the number of persons employed on 
night-shift is to be observed in months immediately following the months in which 
the increase in wages was granted in the particular province. It is arguable that 
tht. volume of both these would have been greater if the increases had not been 
granted. Considerations of the technical and financial capacity of individual 
units and the total volume of skilled labour available in any particular centre 
could, however, well be made to support a strong case on the other side. It 
scans to me that when a trade recovery is well under wayan units who can 
afford to expand production e-xpand it readily and continuously, and that such 
expansion is governed mostly by considerations of their individual capacity and 
their estimation of the future trend of the fortunes of industry. In detennining 
the extent of the expansion, an increase in wage Caits would ordinarily not 
have much weight, unless it was unusually large. It shoutd be made clear that 
I am not arguing for holding that for short ~riods all movements in wage 
rates have no connection with the volume of employment offered by industry. 
I merely suggest that it is necessary to pay close attention to the limited 
capacity of concerns to offer immediate increased employment, the limited num­
ber of concerns in any industry that can increase production or employment 
readily, the size of the inducement required belore m~t concerns will take 
action in this direction and the paramount part that estimates regarding the 
state of industry and trade must play in all decisions regarding increased 
production. If all these considerations are properly weighed it would appear 
that movements of wage rates of a limited size should have little effect on in­
creases in production or employment in industry during a short period. Similar 
considerations will apply to a short tenn downward movement of trade and 
industry. 

I shall now tum to a consideration of the long tenn effects on employ­
ment of ~gulation which attempts to increase wages. We shall have to dis­
tinguish between at least two different kinds of aims towards which regulation 
may be directed. Regulation might aim at fixing the wage at the level of the 
gencraJ. average or a little above it as is usual in an attempt at standardization 
or in the working of English Trade Boards. Regulation may, however, also 
aim at fixing wages for certain occupational categories or the avuage wages 
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Cor a whole industry at levels much higher than ruling current average wages. The 
effects of regulation or interr erence of the twO types will have 10 be considered 
separately. As regards the fm;t type of regulation it may be noted in !he first 
instanc~ that we have no factual data in India from a study of which we can 
judge of the possible effects which such regulation may have on employment. 
There has been hitherto an almost complete absence of any regulation of 
wages in India. We can, therefore, not draw upon the results of any experi .. 
ence of such regulation under Indian conditions. Regulation has, however, 
been quite common of late yean in other countries. In Great Britain and in 
most of the Dominions minimum wage legislation has been in operation for a 
comparatively long period. We cannot in this instance utilise the experience 
of Australia where wage regulation is perhaps of an older standing and more all­
pervading than anywhere e}s(:. We cannot do this because minimum wage 
fixation in Australia for particular industries operates within the framework of 
national minima of wage rates. Where the whole s~em is thus regulated it 
becomes difficult to judge of the special effects or particular measures of regu .. 
lation. We have, however, the experience of the working of English Trade 
Boards to draw upon. In a recent study of the British Wages Boards, Miss 
Dorothy Sells examines in some detail the effect on employment in industries 
in which Trade Boards have been established. It should be remembered that 
in Great Britain Trade Boards are established only in those industries in which 
labour is unorganised and in which the general rate of wages or at least the 
wages in some ~tablishments rule at a specially low level. The industries in 
which Trade Boards are ettablished are, therefore, usually those which are of 
minor importance and which are not among the more prosperous. As a rrsult 
of her investigation Miss Sells found that "with the establishment of each new 
Trade Board there has been a tendency towards elimination both of the least 
efficient workers and the least efficiently managed business (rom the industrial 
field."16 There has, however, been in her opinion no tendency as a result or 
the establishment of Trade Boards towards a diminution in the volume of an .. 
ployment offered. She notes that in the period after 1921 a large nllmber of 
complaints emanated from certain groups of industries that the fixation of 
minimum rates by the Trade Boards had resulted in unemployment. She, how­
ever, finds on examination of certain specific complaints that the unemploy­
ment caused was due principally to fluctuations in the state of trade and in­
dustry and not to the action of the Trade Boards. The conclusions of this 
study are stated by her in the following terms: 

"During the transition period of the early twentie! when new Trade Boards 
were being established in, a number of industries. they were made the scapegoat (or 
unprecedented conditions in several trades other than those nAmed. Mistakes were 
doubtless made by some of the relatively inexperienced lloards. notahlv those r-ov­
ering dre~s.making and millinery, hut other fSr:'tors such as changes" in Cashion. 
depreciated foreign currencies. previom~ exploitation of workef!. or other circum­
stances peculiar to the trade in question. invariablv offer major explanations rOf 

the unemployment then laid at the dOf"lr of the Trade Boards. As emplovers have 
become accustomed to the Trade noards and the Trade Board., have had an oppor. 
tunity to grasp the whole problem with which Ihey have to deal. charges that they 
have caused unemploY1l1ent aTe rarely. if ever. heard. Even during the atVPre-
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.\epromon of the thirties no cry of unemployment ... tailed against lIWIlDlum 
wage legislation, in spite of tho fact that Trade Board ra ... maintained remark­
obi. &lability during that period."17 

In the same section Miss SeIls points out that the employment of home­
workers has diminished considerably in industries in which Trade Boards were 
established. This, of course, was one of the consequences which was partly 
anticipated and also desired by those who advocated the establishment of Trade 
Boards. The result of the investigation seems to be this: that while Trade 
Board regulation has little effect on the total volume of employment offered 
in the industry, it seems to leave less room in these trades for the employment 
of the less efficient workers, the aged and the infirm, etc. 

It has alreadv been pointed out that in Great Britain trades and industries 
subjected to Trade Board regulation constitute a somewhat special class. They 
are likely to contain more sweated and inefficient workm than other trades and 
also similarly a larger proportion of inefficient, ill-equippecl, or unecqnomic 
units. Any effects on employment that regulation may have, should, there­
fore, be specially marked in this group of trades and industries. U regula­
tion is adopted in India almost no industry could be rxanpted from it, and it 
would perhaps begin with the larger and better organized industries. If the 
analogy of English experience could be applied to Indian conditions, the ef­
fects on employment of regulation of the Trade Board type should be even 
less marked in India than they are in Great Britain. There seems no special 
reason for holding that the results of English experience in this matter are in • 
• ppticable to India. As labour is much less organized and employment and 
wage conditions mOTe diverse in Trade Board industries than in other British 
industries, their general character approaches that of Indian industries. Hence 
their e.xperience is more relevant to us than experience gained in the working 
of the other parts of the British industrial system. 

On a priori grounds again there is no reason to believe that regulation 
which levels up the average wage in establishments which pay a comparatively 
low wage wi11 result in the creation of unemployment. Such regulations may 
no doubt lead to the elimination of the least efficient units and the curtailment 
of the size of the operations of some tess efficient units. But this should not 
mean a diminution in the volume of total employment, as the gap left in the 
m.rket by the effect on the less efficient should be compensated for by the in· 
creased activity of the more efficient. The only exception to this propac;ition 
would be an industry in which the labour force employed per unit of output 
by the more efficient units was markedly less than the labour force employed 
per unit of output by the less efficient. This does not, however I seem to be 
the case in the major Indian industries. On the other hand, there is little doubt 
that regulation will certainly affect the employment offered to that c\ass of 
specially inefficient workers whom the industry can absorb only at very low 
wages. Such classes of workers will tend to be eliminated (rom industrial 
employment. 

11 Op. eli., pp. 300-1. 



It is appropriate at this stage to introduce considerations regarding the 
effect of a higher rate of wages on the efficiency of worke... It has often been 
argued that the Indian employer can afford to pay a higher wage, for it will b. 
repaid to him by the increased efficiency on the part of his workers. This is, 
of COUf"sc, nothing more than the argument about the economy of high waga 
which is heard of everywhere and which was specially prominent in discussions 
before the depre$ion ot 1929. As applied to an individual employer, the 
argument can be taken also to imply that an employer who pays wage rates 
which are distinctly higher than those of his competitors will get the pick of 
the lahour supply. If the complement of workers of an individual employer is 
specialty effident, then his cost of production per unit of output may even 
be less than that of his competitors in spite of his paying higher ratCl of W3gtS. 

This aspect of the argument cannot, however, apply when we are considering 
the effect of regulation on industry as a whole. The average efficiency at· 
tained by the worker in industry must be taken to be the same after regula. 
tion is introduced as before it, unless regulation itself can be shown to have 
some direct effect on it. A slight improvement in average efficiency will no 
doubt take place bv the elimination, as pointed out above, of the least efficient 
class of workers. The direct effect with which we are concerned is, however, 
the effect on the efficiency of workers after they are in receipt of higher wages 
as a result of the regulation. It has been usually conceded that the worse the 
condition under which the labourer live; and works, the more marked is likely 
to be the effect on his efficiency of an improvement in his standard of living. 
A large part of the S','Stem of regulations enforced under the Factory Acts has 
been justified on the basis of similar reasoning. The case for a reduction of 
hours of work has usually been put forward on the plea that long hours of 
work are essentially uneconomic, and that with shorter hours the output will be 
unaffected because of increased efficiency. This seems to be supported by 
actual experience after each successive revision of the Factory Acts, though 
no statistical proof has been forthcoming on a large scale. Some months after 
hours of work in factories were reduced from 10 to 9 in 1934, the Labour Office 
of the Government of Bombay carried out an inouiry into the effect of this 
measure on the efficiency of worke~. The enquiry was confined to piece 
workers. It showed that hoth in Bombay and Ahmedabad, workers had made 
up to a considerable extent, within a few months, the deficiency in eamin~ 
caused by a reduction of hours. The exoerience of employers generally tallied 
with the results of this enquirv. Similarly the Chief Inspector of Factories of 
Bombay Province holdc; that the installation of an air-conditioning plant by 
large factories in the province is economic, because he has found as a result of 
investigations that the increased efficiency of workers copsequent upon the im­
proved atmospheric conditions due to the installation of the plant brings about 
savings to the employer more than sufficient to compensate him for the a­
penditure in installing and maintaining the plant. 

It may be pointed out that the effect on the efficiencv of workm of 
such measures. as the reduction in hours of work or the installation of an air­
conditioning plant, is direct and is likelv to b. observed immediately or with 
only a short lapse of time. An increase in wage; could not b. argued to have 
an equally direct or immediate effect. It is expected that with a higher IeYd 
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of waga the worker's standard of living will be raised.. This ma~ mean for 
him more and better food, better housing, better protection of clothing agaUlSt 
inclement weather. He may thus become physically more fit, may have more 
stamina, and be less liable to suffer from ill-health. He may also be more COD­

tented and thus J1'Ychologically better litted for his work. To the extent that 
any of these effects take place they are bound to affect the efficiency of the 
worker. Changes in the standard of living, however, take place slowly, and 
the effCC1J that they may have on efficiency can become apparent ~n1y 
gradually. These effects arc thus not readily measurable and arc not likely 
to be counted in or appreciated by the individual employer. They, however, 
possess great importance from the point of view of the community as a whole. 
It is not poosible at any particular stage to estimate the indirect efleets of this 
character on efficiency which a given increase in wages may bring about. But 
this aspect of the Indian situation cannot be ignored in any consideration of 
the questiolL The standard of efficiency of our work"" is notoriously low, and 
there is gcnera1 agreement that perhaps thc most important cause of the low 
level of eflieiency is their deplorable state of physieal well-being. A rise in 
wages, in so far as it affects the worker's standard of living and improves his 
physical condition, may not mean an addition to the unit cost of production. 
It may be urged that such increased efficiency on the part of workers may mean 
unemployment for some even though it docs not lead to an increase in the 
unit cost of production; for, with increased efficiency, a smaller labour force 
will be required to produce the given output. This will, however, happen only 
in case the market for the product of the industry was entirely rigid. As a 
rule, however, we may, in India, count upon markets which arc fairly elastic. 

Before we proceed further it is necessary to take account of a more 
fundamental and comprehcnsive objection to regulation than any we have 
noted before. The economist argues that while it may be proved that wage 
regulation bas not resulted in any unemployment, this does not mean that it 
has not checked expansion that ntight otherwise have taken place in the same 
industry or in other occupations. The data regarding production, persons em­
ployed, or unemployment percentages which arc usually used in such disc .... 
sions arc incapable of disproving a hypothetieal argument of this character. 
And if a priori considerations are strong for holding that a certain efleet must 
take place, the non-observance of it in a particular case can only lead us to 
believe that its presence is concealed in the statistieal data; that other forces, 
such as, for example, those making for an expansion, were operative at the 
same time, and that the statistics reflect a neutral position gained as a result 
of two contrary forces mutually cancelling each other's effects. It can further 
be argued that while wage regulation may succeed in a particular industry, its 
effects on employment in general must always be harmful. The general argu­
ment proving tbe inefficacy of wage regulation may best be presented by means 
of extracts taken from a recent article written by Prof. W. H. Hult. Prof. 
Hult writes: 

""The starting point of all serious studies of the poverty question must be 
the acceptance of a quite simple truth. namely, that the fixing of wage rates by the 
~ or hy trade unions cannot benefit workers in general. ... On the other hand. 
It must be recognized thst individual groups of workc .. may heaefit from wap-

ID] 



nation or tracie-unionism; that individual groups of capitalists may benefit ffOlD 
state restrietionism and privately arranged monopolies i and that both capitalists 
and workers in particular industries may benefit {rom the fixation of prices of 
commodities by control boards or through collusive arrangements .... The group 
gains which are achif"ved in these cases are partly at the expense of the com· 
munity at large (i.e. of ~the consumers'), and partly at the expense of thOSe whose 
labour or resoun;:es are ucluded. Thus, a legally enacte<t wage-rate in 8 trade 
often scts in very much the same way as a restriction on the number of workers 
allowed t() he employed in it. The higher the wage-rate -in any occupation. the 
smaller the amount of work it is profitable to pay for. Nevertheless. the aggregate 
earnings of the workers in that trade may be increased by a wage·fixation. and the 
numbers employed in it need Dot fall if the hours of work can be reduced or 
ea'canny can be practised. 

"Wage.fixation is certainly against the capitalists' interests as a class. for 
every diversion of labour from its most profitable fields of utilization implies a 
parallel diversion of the co-operant capital resources. But this does not prove that 
there is any gain by labour at the capitalists' expense .... A group of workers can 
only gain at the expense of the capitalists when circumstances are such that the 
~oup can successfully force the abandonment of labour-saving machinery or 
labour-saving organization; i.e. when it can eliminate capital resources which com· 
pete rather than co· operate with it. And although this is sometimes practicable, 
it can be shown that labour's opposition to machinery. when successful. has uni· 
versally been against the long·run interests of the working class as a whole_ ... 
H:gh wage-rates may cause unemployment. But it is. in general. wrong to imagine 
that the fixing of wage-rates above the competitive causes unemployment. In the 
I<mg run. the eITed is more often to cause a larger proportion of workers to he 
employed in the lower.paid types of occupations and to cause the rates of pay in 
any uncontrolled employments to be lower than they would otherwise be. Em­
ployment continues to be offered. but only in those sorts of work (or which low 
wage-rates can be earned .... It follows from the above reasoning. that all argu· 
ments to the effect that minimum rates (or unskilled labour would result in an 
increase of purchasing power are completely fallacious. Other things being equal. 
the nearer to the competiti\'e level wage· rates happen to be. the greater the ag­
~regate earnings of labour as a whole will be. Moreover, as wage· rates generally 
move towards the competitive level, the earnings and the wage· rates of the lower­
paid groups will tend to rise. For expanding employment in well-paid trades 
means relative labour scarcity for the low.paid jobS."18 

The views of economists are strongly coloured by their environment-a 
propmition abundantly proved once for all by Cannan in his "Theories of 
Production and Dislribution." One can, therefore, well appreciate the point 
of view of Prof. Hult! writing as he does from South Africa-a country in· 
flicted with more obstructive and iniquitous wage laws and regulating practict5 
than any other in the world. On the other hand, we who have been cuned 
with laiHt<: faire in practice for over a century may well feel entitled to raise 
a dissentient voice. Prof. Hutt's reasoning is logical; but is not the whole 
structure raised entirely on the assumption:;: of a perfect market? Vve have the 
picture of a hypothetical world of aU-knowing entrepreneurs who are all the 
time making the appropriate adjustments closely and continuously. The result 
is the optimum distribution of resources and the maximum production of wealth 
and weUare. But doC',s anything approaching this hypothetical world exist in 
reality? I am convinced that it does not, at least so far as India i:s concerned. 

\!\"}-:COl\Cll:\i~s oi Wage fixation" in "Ra~e Rf'jation~," Offi~jal Quarttrly Jow-nal 
of the S·.uth AIrican lostitutf' of r.aCf' Relations, FOWlb Quarter, 1939. ,:U J 



I have already given enough evidence regarding wage levels (rom rna jor in· 
dustries in India to prove that laisse;:, fairc means in practice not a perfect 
market but chaos. Where even wag<::s do not tend to move into position of a 
competitive equilibrium there is no wonder that other parts of our industrial 
structure rev<aJ equal symptoms of maladjustment and rigidity. The data 
presented by me in the last lecture are proof enough for the purpose in hand, 
but I shall supplement them by pointing to some instances of other types of 
maladjustments which Ehould convince anybody how utterly irrelevant the 
hypothesis of the competitive market and conclusions flowing from it are in 
Indian conditions. The prescnt economic system is known to be motivated 
entirely by the profit incentive. Entrepreneurs are supposed to be on the alert 
all the time in order to reduce costs and increase profits, and the adjustments made 
by each individual entrepreneur and each concern towards this end lead all 
together, by an inscrutable decree of providence, or in the modern version, by 
the operation of a statistical law, to an economic arrangement full of optima 
and maxima. The worst that can be said of an entrepreneur or an en· 
trepteneurial concern under such a system is that it docs not seem responsive 
to the fluctuations in profits and [~CS. For, here is a party that does not act 
according to the rules of the game and is, therefore, liable to upset the whole 
of this beautiful structure. In the world of Indian business the behaviour of 
concerns does not foHow the proper pattern. Because of a variety of con­
flicting financiat interests and incentives operating on those who actually con­
trol industry, the profit incentive does not seem always to work effectively. 
Consider, for example, the following instance. In Boml:ay, which is even ta­
day the most important centre of the Cotton Textile indu!-itry in India, there 
is a group of ten mills which are under the management of one agency house. 
The mill companies are separate independent concerns, but the managing 
agents of all the mills are the same. The result is that management policies 
are commonly laid down and centrally administered for all the mills. The 
group of mills is a large one, and accounts in the aggregate for roughly a 
quarter of the total block account of all cotton mills in Bombay. It is well· 
known that this group of milt"i taken together has made almost no profits now 
for a period of nearly fifteen years. The foUowing table, compiled from figures 
published in the interim report of the Bombay Cotton Textile Enquiry Com. 
mittee, sets out the profits and losses of this group as compared with the rest 
of the Bombay industry for a period of three consecutive years. It should I:e 
remembered that these three years came at the end of a long period of de. 
pressed conditions and were regarded as generally favourable. The losses of 
the group for the earlier period must, therefore, have been very large. 

Table" 

No. of mills making Aunountof (Rs. Lakhs) 

Profits Losses Profits Lo.ses 

Group Rest Group Rest Group Rest Group Rest 

1934 7 34 3 10 2.07 7543 3.42 6.67 
1935 0 41 10 7 0 57·43 18·74 4-48 
1936 0 37 10 8 0 70 . 12 10·54 4-48 

19 Rltport. p. :.0. ( 351 



The table """"'" to bring out sharply the petuIiar pcoition regarding 
profit-making capacity of the particular group. By all ordinary suppositions 
the group should either have improved its profit-making capacity or should have 
been forced into liquidation. Neither of these eventualities, however, earne 
about or seemed likely to come about. It continued, in the meanwhile, to 
influence the statistics of the profit-earning capacity of the Bombay industry 
when questions of grant of protection or an advance' in w:lp, were under 
eonsideration. It is further by all accounts and by no means an inefficiently 
managed group. It is not necessary for me to discuss why such phenomena 
arise. I only pose the question wbether in these circumstances the effective 
operation of the profit incentive in the management of each partieular member 
of this group could be taken for granted. I am not contesting the possibility 
of the existence of other economic incentives. I merely question the hypothesis 
that each concern docs necessarily make continuous and eI_ adjustments in 
its search for profits or else ceases to function in the economic ~ on which 
reasoning like that of Prof. Hutt is based. 

I have stressed often enough the variations in wage payments. But large 
variations are to be oboerved in the payment a\so to those who direct industry. 
This is not the pl~ to enter into the great variety of arrangements under which 
the managing agency firms shoulder the burden of directing our industries. 
The basis of payment differs from place to place and industry to industry, and 
when the basis is the same even the scal. many tim .. differs substantially from 
unit to unit in the same industry and the same centre. In Ahmedabad where the 
commission by managing agents is charged unifottuly on sales, its rate diffen 
from 2Yo per cent to 4Yo per cent from mill to mill. The following table taken 
from the interim report of the Textile Labour Enquiry Committee compares the 
net profits obtained by the Cotton indUStry as a whole of caeb of the three 
important centrtll in the Province of Bombay with the total charges paid to 
managing agents by the industry in those centres for four consecutive ye:us,'" 

Annual commission Net profit or loss as per 
actually charged Profit and Los! Account 

1933 1934 1935 1936 1933 1934 1935 1936 

(Rupe<s in Lakhs) 
Bombay 6 II 8 10 -18 43 .. 40 
Ahmedabad 24 29 28 25 27 32 21 13 
Sholapur 1.5 loa •. 6 5.8 1.0 0·5 

The table brings out a number of points. Those are (i) the very high 
kveI of th ... charges in certain centres, (ii) the great difference between the 
eharges from centre to centre, (iii) the great variation in the relation of these 
eharges to net profits in the same centre from year to year. I do not reel it 
necessary to comment further on this table. I would, however, note, in order 

"to avoid misundentanding, that managing agents' charges are not in the na­
ture of residual shares, but are costs proper, charged to the min COOlpany on 
a pen basis before profits are taken out. 



One last instance in anler to teio£on:c the argument. Not only do pay. 
ments to worken on the one band, and to those in control of the industry on the 
other, vary from unit to unit; it seems that the scales of remuneration for similar 
services performed by outside agenci'" such as broken also vary. The mOlt 
notable instance of such variation is perba", the difference between scal", of 
commission on sal", of yam and cloth that is paid in Bombay and that paid in 
Ahmedabad. Wbile in Alunedabad the usual scale of commission charged is 
Y. per cent, in Bombay the cbargOlS are 31 higb as I y. per cent to 2 per cent. 
The difference in tbe character of service performed by the commission sal .... 
men in the two centres is not substantial enough to ""plain the very high dif· 
fermce in the scale of charges. It could not also be said that the difference 
in managing agents' remuneration in the two centns is partly compensated 
for by the difference in the commission on sal.., becauae the panico who re­
ceive the two sets of commissions are not identical 

The phenomena to which I bave drawn attention are no doubt capable 
of being aplained in the light of the history or the Itnlcture of the industry 
in each centno. I am not concerned here with the adequacy or reasonablenrso 
of such explanations. Whatever their character the facts clearly indicate that 
the p=ent working of the economic system in India da.. not seem to bring 
about, or even to tend to bring about, a aimi1ar scale of cbargOlS levied OD the 
product of the industry for similar service rmdered to the industry. 
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LEC'nJRE m 

REGULATION OF WAGES 

I BEUEVE that I have adduced sufficient evidence to qU<SIion the 0(­

irtence under Indian conditions of a competitive or fair wage level or of any 
tendency towards the establishment of such a level. I have also indicated that 
other charges on or shares in the product of industry are also not levied or o~ 
tained in a uniform manner. It cannot then be taken for granted that the 
working of a competitive market is naturally leading to a determination of fair 
levels of payments and bringing about a distribution of resources in a manner 
that is the best pC5,<;ible. In these circumstances, there can be no presumption 
in favour of ho!ding that actual payments correspond to the net marginal 
product of the different factors of production. The marginal concept has 
theoretical validity and practical importance only if it could be held or shown 
that the margin is the same not only from unit to unit in the same industry, 
but is also the same in all industries; a margin which differs even from unit to unit 
and centre to centre is of no use for analytical purp:::tseS. And we have seen 
that for similar work, payments made not only to wage earners but also to man­
agers of industry differ widely. It is, of course, not suggested that the;e pay­
ments are made in a manner that is entirely haphazard.. The total net product 
of any economic activity must always remain, under existing arrangements, the 
ultimate governing factor. It is this that gets distributed between the various 
co-operant factors in production. What is questioned is the measure of ac­
curacy and definitiveness that is sought to be imported in the determination of 
the respective shares by the marginal analysis. There is no evidence for as­
suming such even and measured determination of wage or other payments. 
And because we cannot presume the operation of the marginal principle, in 
this manner, we cannot also give importance to the conclusions that seem to 
flow from that type of analysis. 

The a priori considerations against wage n::gu1ation are then not rdevant 
in a comide,."tion of the Indian situation. In India wage seem to be deter­
mined not by the uMonn operation of an inexorable economic law, but ac­
cording to considerations into which the particular circumstances of each locality 
and each unit seem to playa great part. And in the mass of historically and 
institutionally detennincd levels of payments the forces of the competitive market 
seem to operate only slowly and unevenly. Under such conditions it is unw 
realistic to talk of regulation importing rigidity into the system or making for 
a deviation from the nann. The system is itself comparatively insensitive, and 
it is difficult to d.iscem any norms in it. We are then not justified in rejecting 
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regulation outright, but must consider each proposed method of regulation in 
the light of the effect it is likely to haY<: on the actual situation. 

The determination of wag<:s in India may be likened to the pnx:tltX:br 
sharing arrangements that are to be found in some collective agreements. Only 
with us the manner of proceeds-sharing seems to differ from unit to unit. Low 
wages in particular units or industries or in the industrial system as a whole may 
be due to either of two factors, (i) an absolute low level of the total proceeds 
to be shared, (ii) a low share of the proceeds accruing to the wage earners. 
The former can be affected only by an increase in industrial efficiency; the 
latter may be affected by an increase in the bargaining power of the worken 
or by outside interference. Of course, when all scales of payments are su~ 
posed to be determined accurately at the margin it can be easily proved that an 
increase in bargaining power can avail little, and if interference forcibly in~ 
creases payments, it will have consequences which are in the ultimate analysis 
undesirable. As we see that such a distribution does not actually take place 
we must hold that the proportions in which proceeds are shared are all amenable 
to change as a result of either collective bargaining or outside interference. 
The structure of industrial casts is essentially not rigid. A considerable number 
of adjustments are possible and are a1ways made under external pressure; and 
ideas regarding the proper magnitude of conunissions) dividends, and other 
business charges can also alter or be made to alter. 

The effects of a diminution in the share accruing to the entttprenetn 
may be varied. It may mean a cut in their incomes which they may merely 
acquiesce in, or it may lead them to take steps to prevent waste and ensure 
an economical working of their concerns which they might not have thought 
of otherwise. Studies of the operation of Trade Board regulation in England 
have shown that in most industries where regulation has been introduced an 
improvement in the methods of production and management have generally 
taken place, especially among the less efficient concerns. There are, of coune. 
limits to such increase in efficiency. In case a diminution in the income of 
the entrepreneur class is the result of the increase in rates of wages. it may be 
apprehended that this would have some effect on the fonnation of capital and 
thus on the progress of industrialisation. Such effects are, however, of a 
secondary character and cannot be of a significant magnitude as long as out­
side interference is limited in extent. 

Most of the foregoing considerations can be illustrated by reference to 
the history of wage ratcs in the Cotton Textile industry in Ahmedabad during 
the last twenty years. Twcnty years ago the level of wages in the industry 
at Ahmedabad was distinctly lower than that obtaining in Bombay_ Today it is 
distinctly higher than in the latter centre. During these twenty years the in­
dustry in Ahmedabad has been expanding continuously. Its production and 
the number of persons employed by it have both increased in a larg-e measure. 
The efficiency of units has been all the time on the increase, and it is gen­
eraUy conceded that the Cotton Textile industry of th:tt centre is, at present, one 
of the most progressive in the country. The efficiency of labour in the centre 
is also gem:rally held to have improved considerably during the la.'\t twenty 
years. The installation of modem plants and up-to-date labour saving 
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machinery baa also been a marked feature of the industry in Ahmedabad. 
Labour in the industry ia ccrtainly better organised in Ahmedabad than any­
where else in India. Collective bargaining and, to a certain extent, stand­
ardisation of wages have been established for many ye ... past. I do not bo­
lieve that it will be p<JO'Iible for anybody to unravel what may with any cer­
tainty be called casual reIationships in the complex of thia situation. The 
VariOUll factors are interdependent to a very largr extent and the effects of any 
one cannot easily be isolated. I may, however, raise certain sp«:i6c qUtatioIII 
in order to throw some light 00 the subject under consideration. In the finn 
instance, would the level of wages in the industry bave moved upwards in the 
aboence of a strong organization of labour? It may be doubted whether thio 
would have happened; it may equally be doubted whether any noticeable ~ 
crease in the efficiency of workers would, in that event, have come about. Per· 
haps in the absence of a fairly higb level of wages the incentive to progras to­
wards more efficient methods of production may also not have operated to 
the same extent; but of this one cannot be sure in the situation in Ahmedabad. 
On the other hand would the industry have expanded to a 1arger extent, and 
would the volume of employment offered in the centre have been greater if 
the wage had been lower? No categorical answer caIl be given to thia ques­
tion; but taking into account both the general considerations which lead to 
expansion of industry in particular centres and the relation of this to the ef­
ficiency of the worker it seems difficult to believe that with a lower wage level 
a greater expansion of industry would have taken place in Ahmedabad during 
the last twenty years. It may, of coune, be also pointed out that without cer­
tain favourable circumstances collective bargaining may ilSelf not have come 
into exiatence. Looking at the Mtuation .. a whole it would ccrtainly appear 
that a favourable environment, an alert and prograsive cIa!s of employaw, 
and an organised body of work .... all belped. 

The three main grounds on which I bave put forward the cue for at­
tempting the regulation of wages in India are (i) the unduly low wages in par­
ticular occupations and unilS, (ii) the undesirable effects of the possibility 01 
the undercutting of wages by employer., (iii) the difficulties created, for the 
maintenance of industrial peace, by disparities in wage-rates between unit and 
uniL By the term unduly low I indicate at !hi! stage nothing more than a 
wage that is at a level lower than ia warranted by existing conditions in olber 
similar units or similar occupations. Without regulation all throe defecllo 
will penist. 

Regulation of wages may be brought about by a number of different 
agmcies and through a number of different" devices. We shall consider only 
the more usual and important types of regulatory agencies and measures. Th<se 
are (i) collective bargaining between both sid .. , (ii) on ... Mded regulation by 
one party to the wage bargain, (iii) action by the state. Of these three methods 
conective bargaining is generally coosidered as the meet desirable. For the 
purpose we have in mind it is, however, DttCiS3ry that the field covered by 
collective bargaining should be fairly wide; because if only a part of the total 
field of labour employment is covered by collective bargaining and the rest it 
left unregulated, there may still remain diversities in wage rates of the type 
we wish to avoid. Regulation to be dfective and useful must extend in a uniform 
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m.anner to all units in a contiguous region; otherwise it will not fulfil its purpate. 
The unifonnity in ratal brought about by collective bargaining is, however, 
in a number of counlri"" limited in scope and area. When this happens the 
work of collective bargaining has to be supplemented or to be completed by 
state regulation. This was made clear during the course of the discussions at 
the Tripartite Technical Conference on the Textile industry held at Washington 
in 1937 under the auspi= of the International Labour Office. The gen­
eral conclusions of the discussions at the conference regarding this matkr 
wae summed up in the following manner: (I) Collective agreements are of 
opeciaI importance mainly in the regulation of matters whicb are not dealt with 
by legislation, and may serve as a useful preparation for future legislation. 
11ley may also be 01 great utility in the working out and application of the 
detailed execution of legislation, subject to and within the general limits laid 
down by the law. (.) Even in the national field, recou,,", to legislation in 
IDmc cases is indispensable to secure a sure and comprehensive basis for the 
<lItablishment of conditions of fair competition between employers and the 
proper regulation of conditions of employment. These two statements bring 
out clearly the utility as also the limitations of collective agreements. Legisla­
tion can usually be passed only in matters where rules of general applicability 
can be framed ·and where certain measure of agreed opinion exists already. 
For particular circumstances and for spheres in which as yet no agreement has 
been evolved, collective agreement is indispensable. Collective agreements can 
provide for a large variety of matters and can enter into details of arrangement 
in a manner not poosible for g<:neral legislative regulation. On the other hand 
because the membership of either the organisations of the employers or of 
workers is not fully inclusive, the sphere of collective agreements may not be 
all-<:mbracing. They may, a number of times, leave out workers from their 
scope who stand the most in need of protection_ Collective agreements again 
do not afford as sure and pennanent a system of regulation as legislative enact­
menlll. They may be denounced, with notice of a given period, by dther party 
to the bargain; they thus rest on a foundation that sometimes appears to be 
precarious. Hence there is a general tendency at present to guarantee certain 
minimum conditions for labour universally by legidative regulation and lea.., 
the rest to collective bargaining. 

In the specific matter of wag<: regulation there is usually no need to &Up­
plement the action 01 collective bargaining within the field over which it operates; 
for, the effect of collective bargaining is usually to standardise rates of wag<:< 
for the occupations and the area covered by each collective agreement. The 
chief difficulty that aris<lI in the matter is when collective bargaining only 
partially covers the field. In the United Kingdom, wherever coUeetive bargain­
ing bas been in existence, the tendency has been gradually to broaden Lhe field 
and to bring about standardisation of wag<: ratal over larger and larger areas. 
In Lan~, for aample, the gradual adoption by neighbouring areas of 
standard lists of rates evolved in particular important regions led ultimately 
to an aImoot complete unifonnity of rates ov<:r the whole industry. In the same 
manner in England, the twenties saw a standardisation :;cherne: for the whole 
country evolved for the building industry, and a national standard schnne of r_ atabIished for • brief period in the coal-mining industry. 

[~I J 



In India, however. coll<rtive agreern<nts d<aling with rat", of wages are 
almast completely absent. The only instance in Indian industries of such an 
agreement is, to my knowledge, the arrangements existing in the Ahmedabad 
Cotton Textile industry. We cannot, therefore, depend on collective agreements 
to regula[e, at least in the near future, conditions regarding wages in industry 
in India. 

There is the alternative of either the employers or labourers regulating 
in a one~sided manner the rates of wages. Such reguiation on the part of 
labourers is merely a theoretical possibility which may be neglected in a practical 
di-K:ussion. Employers' organizations may, however, and often do, act in order 
to lay down unifonn working conditions or wage rates for all their member 
units. In India even such action is not, however, common. The absence of or­
ganisation on the part of labour has led naturally to a negJect on the part of em­
ploye~ of the regulation of conditions of labour. It was noted, for exampl~, that 
one of the oldest and strongest among the organisation of employers in India, the 
Indian Jute Mills Association, never concerned itself with labour conditioruJ 
till the big Jute Mill Strikes of Ig2g. "It was part of the creed of the As.ociation 
that each mill or group of mills should be allowed to manage its internal affair!, 
including wages and shifts. The Association attended to general trad~ condi­
tions and policy, and it was from action dictated by the association on trade 
policy that the 1929 strikes arose.'" 

In the Cotton Textile industry in the province of Bombay, employers' or· 
ganisatiOl15 have been acting together in these matters ever since the close of the 
last war. The Bombay Millowners' ~iation was chiefly instrumental in 
preparing the scheme for standardisation of wages submitted to the Bombay 
Strike Enquiry Committee (1928.29). This scheme was, however, never 
adopted, and the wage position in Bombay continued to be chaotic till 1934-
Following the cuts in wages made by individual mills in 1933-34. however, the 
Millowners' Association felt that it was necessary to pay attention to the wage 
position. Hena partly 'under pressure from Government, and partly because 
all the better wage-paying units feared the consequences to themselves of 
continuous, unlimited cuts, the Association introduced in J 934 a schedule 
of minimum wagd. This schedule was confined to certain important time-rated 
occupations, and no member mill was expected to pay a wage for any occupation 
lower than the rate given in schedule, and member mills were alro not expected, 
without pcnnission, to lower their wage rates if they were paying rates higher 
than tho", indicated in the schedule at the time of its introduction. The mini­
mum Wage Schedule of the Association has been continuously in operation 
since 1934, and its scope has been increased a little in recent years. The 
Association is said to keep a continuous watch over the working of the Schedule, 
and it is siid that it is observed in practice by all the member mills in Bombay 
(mills in Bombay which are not member.i of the Association are negligible in 
number). The framing and enforcement of the minimum Wage Schedule by 
the Millowners' Association, Bombay, has for us an important lesson. It shows 
that in times of depression the wage situation became so chaotic that the better 

1 "'Royal Commiaaion on Indian Labour" Evidence, Vol V, Part I. Goyern.ment of 
BeopI, P. \2. 

lUI 



placed among employ ... felt it absolutely ntcel.'!3r}' to intervene. And the only 
effective way in whicb they could do this was by enforcing a minimum Wage 
SchMule. This mode of regulating wages is, of course, not one which can be 
copied elsewhere or commmded for adoption generally, for, it is obviously 
regulation that is too one-sided. The level of minimum rates is fixed by the 
employen, it is also enforeed by them alone. Neither in framing nor in enforc­
ing it can it be presumed that careful attention will be paid to the interests of 
workers. And, ho~ proper the action of the employers, it is not to be 
apected thai it will inspire any confidence among work=-

We .... thU3 left with the third alternative agency-the Stale. Regula­
tion of the wago of industrial labour in India must be undertaken by the state 
il!<:lf. By the state here I mean the Provincial Government. It was urged 
by some wiln"'" before the Royal Commission on labour in India that the 
regulation of wages must be on an all·lndia basis. There seems no reason why 
this should be so. The provinces in India are large enough for the purpose. In 
Australasia and U. S. A. wage regulation differs from state to state, and even in 
U. K. the systems of wage regulation are not necessarily the same for England 
as for Scotland. The English Trade Boards again prescribe different regional 
rates within their jurisdiction, and the terms of the collective agreements for the 
coal-mining industry in England differ (rom district to district. With the great di­
versity of conditions of labour in India, it is not at all necessary that a uniform 
system ~hould operate throughout the country. though it may be highly desirable 
that the various provinces should adopt a similar policy in these matters. 

The question that arises next is the type of regulation of wages that should 
be adopted by provincial governments. The most suitable type under Indian 
conditions is the fixing of minimum wages. It is nec~ry in this respect to 
clear some initial misunderstanding arising out of the Draft International Con­
WIltion of 1928. This Draft Convention laid down that wage regulating 
machinery should be set up in th05C trades wherein uno arrangements exist f,:,r 
the effective regulation of wages by collective agreement or otherwise and wages 
are exceptionally low." It has been argued, among others by the Royal Com­
mission (..n Indian Labour, that the second condition-that wages are excep­
tionally low-<annol apply to the major Indian industries, and that hence they 
do not stand in need of minimum wage regulation. It should, however, be 
noted that the Draft Convention was framed befou the depre.<;slon of 19'29· 
Before the deprtSSion, minimum wage-fixing machinery was looked upon in 
the European countries as being needed only by sweated industries. It was 
presumed that in industries, other than those in which particularly unfair wages 
were proved to exist, fair wages would be obtained by the operation of ordinary 
economic laws. As pointed out above it was during the period after the de· 
pression that ideas on this question underwent a change. Today an excep­
tionally low level of wages could not be considered even in the European 
wuntric; as a necessary condition precedent to the setting up of minimum wage 
regulation; for it has been found by experience that even in tradtS that nonnally 
pay a good wage there may be no limit, in the absence of labour organised to 
resist. to the cut that may be imposed in bad times. The only condition to be 
satisfied today before minimum wage regulation is introduced is, therefore. the 
.boence of labour organisation 



In India, of C01m<, the conditions were had enough even before the do­
premon, and this was evidently realised by the Royal Commi&'!ion on labour 
it!e1f. While the Royal Commission did not seem to favour the establishment 
of minimum wage regulation in the rna jor organised industrieJ, it thought it 
highly desirable that standardisation of wages should be brought about in in­
dustries like the Cotton and Jute industries. Now, stan(!ardisation of wages is 
a step, that, in regulatory practice, follows and does not precede the estal>­
li!hment of minimum levels of wages. The minimum regulates merely the 
level below which nobody shall pay. Under minimum wage regulation it is 
still open for the more efficient employer to offer rates in all occupations or in 
particular occupations higher than the minimum rates. This is what happens 
under Trade Board regulation in England or in Bombay with the working 
of the MilIowm:rs' Association's minimum schedule. Under a scheme of 
standardised rates of wages no such variation is allowed, and all units m1l!t 
pay a uniform wage. Where, as in India, rat .. of payments differ widely 
from unit to unit and some concerns pay a very low wage, it is both more de-­
sirable and more feasible to introduce immediately a system of minimum wage 
regulation than that of standardisation. Standardisation would mean, in these 
circumstance, either too great an additional burden on some units or two great 
a reduction in the level of earnings of workers in some others. It is, therefore, 
difficult to reconcile the recommendations of the Royal Commls!ion on La­
bour in this matter. One may merely note that in putting forward a forcible 
plea for the standardisation of wages in the major industries, the Royal Com­
mi!sion was emphasising the great nced for establishing wage payment in 
Indian industries on a regulated, systematic, and uniform basis. 

I shall now tum to the question of the most suitable system for the 
establishment of minimum wage regulation in India. There is large variety 
in the types of machinery adopted in different countries for enforcing minimum 
wage regulation. For our purpose we need examine only the two broad types 
in which such machinery can be classified. The first is the machinery of the 
type of an arbitration cOurt, the second is machinery of the type of the Trade 
Board. (In some cases a minimum wage is fixed by an enactment, but this 
method is obviously very rigid.) In dise1llEing the merits of the arbitration 
court method it is necessary to bear in mind the conditions under which it 
has been developed. The arbitration court arose chiefly in Australasia. In 
this country wage regulation was brought into being not so much to raise un­
duly low wages in sweated industria as to prevent industrial disputes and to 
protect a national standard of living. The machinery appropriate to ,ettle 
industrial disputes was supposed to be an independent court, and to it naturally 
aI.o fell the duty of determining minimum rates of wages that should rule in 
an industry. Concern with the maintenance of the national standard of living 
has further given rise in Australia to the concept of a basic wage as apart 
from a minimum wage. The basic wage may be described as the general na­
tional minimum. The basic wage decision binds the entire country and all 
occupations; the minimum wage for each industry regulates in addition par~ 
ticular industrial conditions. The detennination of the national basic wage 
has been entrusted from the beginning to the Commonwealth Arbitration 
Court. It it in this manner that the minimum wage system has came to Ix 
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linked with the procedure of a judicial court, and minimum wagt:s bave been 
dtablished as the result of awards of an arbitral tribunal. In England, on the 
contrary. the ctmcept of the minimum wage was introduced mainly as a result 
of the agitation regarding conditions in the sweated, especially the home-work, 
industries. Opinion was pronounced against any measure of general regulation 
and Parliament was prepared to take only a cautious preliminary step. Hence 
the evolution of the trade board type. Each individual board, being compooed 
of representatives of actual employers and -workenJ, could be depended on not 
to recommend any drastic step forward. Thrn: was the desire not to disturb 
too much existing conditiona. In course of time it bas been found that the 
resul1l! arrived at by the two dif£erent methods do not materially differ from 
each otber, and as Prof. Pigou has pointed out' the nature of the English trade 
board lists is much the same as that of the arbitral awards of Australian Courts. 
The method, however, of aniving at the result is materially different. 

At this stage it may be profitable to tum aside and consider the principIa 
and the procedure adopted by arbitral boards or committees of investigation in 
giving wage awards, for this will help us in understanding more clearly the 
nature of the award or finding. I may begin this discwsion with quoting a 
oomewbat lengthy <xtract from a recent study of the Industrial Disputes In ...... 
ligation Act of Canada: 

TIlE BASIS OF BOARD DECISIONS: WAGES AND HOURS 

Boards Not Guided by Formulated Code or Preceden1l! 

No attempt has been made in Canada to build up precedents or to rormulate 
• code of industrial principles to guide boards in their proceedings. Now and 
then the findings of some previous board may be quoted as precedents; other boards 
again explicitly njett considerations accepted in an earlier case as a basi! (or 
recommendations. But ordinarily each dispute is handled independently, and on 
its own merits. Nevertheless, a study o( the arguments made before boards. and 
decisions handed down by them during the operation of the Dispute5 Act over the 
past 28 years, reveal certain broad unifonnities in underJyin~ principles. It reveals. 
also, modifications of these principles to suit changing conditions, 8!J wen as par­
ticular circumstances involved in any given dispute. In other words., board mem­
bers, while bearing in mind certain economic and social considerations, have not 
attempted to establish an exact and absolute, but rather a relative and rough., 
justice-one that would work. that would maintain equilibrium and keep industry 
functioning with the consent of the parties concerned. That is why we find that 
the same principle accepted by one board is rejected by another board, or even 
by the same board sitting in a different cue. 

ADVANCING CUSTOMS AND STANDARDS EMBODIED IN BOARD 

DECISIONS 

On first new the practice just described may seem inconsistent and tOIl­
fusing. Dut the practical administrator will recognize that here may lie one clue 
to • way of maintaining stability and yet permitting progressive change in 10 
dynamic a social situation as is involved in industrial relationships. Even more 
important, a review of decisions with the passage or time reveals how the ad. 
nncing standards of indu&Iy receive consideration, enunciation. and finally ac­
ceptance. As industrial mores and customs progress to higher levels of welfare, 

2 ""Fua;,. • Applied Ecoaomim." 1923. pp. ... 
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board deeisi_ ..... d to rormulate than as otaDdardo or best pnletioe. This sig. 
nificant tendency is illustrated in eftTY issue brought before hoards-in wages, 
hours, general working r:ondition..-on an of which both new doctrine from develop­
ing economic theory and evolving custom in industrial relations receive Connu'ation 
by board hearings and decisions. Still more impressively is it demonstrated by 
the manner in which the difficult issues of employees' representation and collective 
bargaining~ once rejeered as 811bjeets for hoard procedure. have been assimilated 
into the agenda of adjudication. as after the Waf they ~ome more widely, to use 
the language of the Act itself, "matters relating to any established custom or usage. 
either generally or in the particular di91rict affected." 

SEVEN BROAD FACTORS CONSIDERED IN WAGE DECISIONS 

The issues most frequently brought before boards in Canada. as is true in 
industrial disputes elsewhere, revolve about wages. From the initial passage of the 
Act to the present day. !even hroad factors ha"e been considered in evidence and 
decisions on wage matlers. eacb. of course, comprising within its scope a variety 
of detailed arguments. These are: (1) f;cneraJ economic condition~; (2) financial 
condition of the employer involved; (3) the cost of living; (4) the standard of 
living; (5) comparative wages in similar trades, in similar localities, and in the 
United Sta~; (6) the value of the service lahour renders; and. in the most recent 
years. (7) broad policies of economic and social welfare. such as sharing in gains 
from technological improvements, maintaining wage levels to sustain purchasing 
power. and. conversely, reducing wages to stimulate revival. Thou~h eases are 
found year after year that accept or reject one or more of these conslderations in 
recommending wage rates, or. on the other hand. that use all of them. what be· 
eomes particularly interesting as one reviews the body of decisions is the new turns 
and the changing emph&!Jis given the same arguments. 

By and lar~ arguments based upon gen~ra) economic factors and busint!!S 
conditions are given more consideration in time of depression. In recent Y9rs 
labour spokesmen, particularly, have sought to counter such arguments by introduc· 
ing into specific cues the new doctrines of the "economy of high wages" and 
"social purchasing power." They have also shown an increasing tendency to chal· 
lenge the cOlt of living as a major determinant of wage rates. The arguments based 
on comparative wages reeeive a varying emphasis, hut hoards are seemingly chary 
of according any considerable weight to them. Finally, while the value of labour's 
eenrice has not heen ·urged so frequently as the other factors,- in recent years an 
attempt has been made to bring before boards the bearing of technological changes 
on wages.! 

What h .. been said in this extract applies not only to Canadian Boards 
of Investigation, but to almost all bodies dealing with wage awards in most 
countries of the world. The decisions of Australian Courts, for example, though 
necessarily having more continuity than might be expected of the separate 
lid hoc Canadian Boards, show similar development in the range of considera· 
tioN to which coutU attach weight. The A~alian Courts equally with the 
Canadian Boards establish a relative and rough justice rather than an exact 
and absolute one. And th.i! is so not becau~ no attempt has been made to 
achieve an aact and absolute justice, but because in wage determination this 
cannot be achi~ed. It is pertinent in this connection to point to two failure; 
and one outstanding SlIce ... in the history of Australian wage regulation. The 
failures are the failur<!l of the Royal Commission on the Australian basic wage 
and of the Economic Commission on the Queensland basic wagt:. The first 

! Selekman. B. 11.. "Law &nd lAbour ~la.tione." Gradu&te School of ·Busmesa Ad· 
m.iftiatTatioa, Hanard Uuiveniiy, -M.arcll., 193e, pp. 11·2-
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attmIpted to fix a basic -f!" in accordance with certain theoretical nOnn! of a 
standard of living. Its recommendations could not find aeceptance because 
the resultant figure was very much higher than ruling rat", of basic wages. The 
Queensland Economic Commission, on the other hand! tried to move away en· 
tirc1y from considerations of standards of living and to fix a "scientific" rela­
tion between the level of wages and the capacity of the employer to pay. 1m 
report may be considered as embodying a heroic attempt to devise a workable 
Connula for linking the JevtJ of wages in a definite manner to the value of the 
product of industry. But the difficulti", revealed in the solution of even the 
comparatively simple problem to which it set its hand demonstrated the (So 

sential impossibility of a determinate statistical solution in this direction. The 
failure of these theoretical attempts demonstrates convincingly the absence of 
any scientific or theoretical basis on which an absolutely just division of pro­
ceeds can be founded and on which an accurate ~ent of wage levels 
can be made. 

The particular achievement of the Australian system is the all round 
cut in wages that W3,!I: imposed by the Courts at the time of the depremon, a 
cut which was part of a deliberate plan towards attaining so!~·ency. It was 
demonstrated in this manner that under state regulation, political forces, as 
had often been feared, do not necessarily prevent a downward movement of 
wages where such was urgently called for. The succ"" of the English Trade 
Boards in maintaining the minimum level of wages during the depression was, 
on the other hand. equally remarkable. The two opposite cases taken together 
fuDy <xemplify the efficacy of a regulated system in adapting wage policies 
appropriately to the needs of the times. And th= may weD be compared with 
the strait3 in which under a regime of laissez faire the Bombay Cotton Textile 
industry found itself when faced with the prohlem of making adjustments. 

The recent tendency of arbitral bodies to go beyond the stock considera­
tion into arguments based on advance in economic theory is also exemplified 
in the decision of the Commonwealth Court of Arbitration. For example, we 
find that court in the basic wage enquiry of 1937 summoning expert economist3 
as witnesses and basing its decision partly on the argument that "unless wage 
rates were increased, the expectation of increased profits will cause entrepreneurs 
to stan superfluous new enterprises or excessively t.xpand existing ones," and 
further that a "redistribution of income in favour of wage earners, who unlike 
other classes spend their share of income without delay, will accelerate the de­
mand for products and so provide solid support for legitimate expenditure on 
capital goods." 

The essentially elusive and changing nature of the problem of wage 
detennination may be further illustrated by the experience of the British In­
dustrial Court. It might have been expected that in the decisions of the British 
Industrial Court a volume of case law would become available in course of time 
from which clear principles regarding wage fixation could be inferred. In 
actual fact this has not happened. The following extracts from a recent study 
of the working of th= courts wiD be found illuminating: 

"'1he principal grounds On which wage iMues have been debated and de­
cided by the Indultria1 Coun may be summarized in the four principles involving: 
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the ..... dard or liring. the <oat or Iiring, ability to pay, and rair wop, all of which 
allOW' dill'erent combinations under different circumstances."4 

"We may fairly say that in the particular easel brought before it the In­
dustrial Court has failed to apply its general principles with the consistency re­
quired for the successful discharge of its function as a wage co-ardinating authority. 
Lord Amulree m:pressed the opinion thal, in disclosing the general grounds of its 
deeisions, the Coun has t&lken a tentative step toward the fonoation of a body of 
industrial case law!. Our review of the Court's decisions seems hardly to warrant this 
conclusion, for the general principles enunciated by the Court have often sened 
as • cloak, and have borne no real organic relationship to the point actually made 
in a particular decision. A direct relationship between general principles and 8 

particular case is reany the essence of the 'precedent' that is the key· note of any 
Iystem of case laws. The actual result of the Court's decisions has been more in 
the nature of compromise or conciliation than of a strict award of justice as is 
shown in the following tables. It is interesting to note that in instances both of 
arbitration by the Industrial Court and of direct industrial action a large number 
of di.!putes were settled by compromise, with the percentage figures running prac­
tically as follows: 4243 per cent compromise. 35 per cent in favour of the 
employers, and 22·23 per c:ent in favour of the workers.·'" 

The grounds on which the Industrial Court based its decisions wen: no 
different from thase which the Canadian Boards of Investigation took into con­
Jideration. And the work of the court is seen to be much more in the nature of 
aniving at a wo<kable compromise than or enunciating a judicial finding. 

This somewhat lengthy digraision on the procedure followed by inves­
tigational or arbitral bodies IW been inserted in order to bring out clearly the 
character of consideration that must be taken into account by any authority 
that attempts a regulation of wag.. and the nature of the work that such an 
authority attempts. It must be emphasised, as a result, that the task involved 
is not so much of interpreting legal provisions or precedents in case law as of 
undemanding and evaluating busin .... and economic data. The guiding prin. 
ciples and methoda again..,em not to be fixed but to be changing fairly quickly 
with advance in economic theory, in statistical data and technique, and a change 
in public sentiments. The work is then one which ca1Is for an acquaintance 
with actual busin .... conditions and wage levels, and the expert testing required 
is chiefly that of economists and statisticiam. This, of course, does not mean 
that a judicial tribunal like the Australian Commonwealth Court will neces­
sarily fail in the work. What is implied is that it is not particularly suited to 
it. In Australia it may again be noted that a single bench d<als continuously 
with th"'" .m .. of problems. Its memben nectl!Sarily acquire, thereby, inti· 
mate knowledge of wage questio,," in COUJSe or time which, more than the 
judicial training, is helpful in dealing with questions referred to it. 

The ohortcominga of the judicial method of wage detennination become 
even more apparent when we conoider the detailed !!Cheme of wage gradation 
and the problem of wage differentials. Boards of investigation and industrial 
CX)ur15 are usuaIIy concerned with the general problem of weighing circum­
IIIaIIces which may justify either an advance or reduction in wages. The 

• Dnehoo Ch""" A. If., "BritioJl Method. of _trial ~" Columbia UDi-aty, 
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wrious facto", enumerated above refer in the main to decisions regarding theIc 
general movements of wages. But minimum wage regulation involves not only 
the determination of the general level, but also the fixation of individual raltt 
for each occupational category in the industry concerned. There are, DO 
doubt, some minimum wage fixation arrangements which confine their at­
tention only to a single general minimum and have nothing to do with the dif­
ferent occupational wages. Such arrangements are to be found chiefly in coun­
tries in which the main aim of the reguIation of wages is the protection of the 
national standard of living. The Australian national baaic wage is itself • 
fixed general minimum of this character. In new countries in which standanll 
of living have heen fairly high since the beginning of their colonisation, the de­
sUe to prevent a lowering of these standards has always played an important 
part in shaping political and economic policies. The wage policy of theIc 
countries has always aimed at preventing the deterioration of wage standards be­
Iowa given level. The desire for the protection of the national standard of 
living inevitably led to an attempt to Jay down a general minimum level. This 
general minimum had nothing to do with any particular occupation or industry, 
it was a national minimum applying to all employer.; in all walks of life. It 
often happened that wage policy was actuated by this single aim and no oth .... 
In such a case regulation would not go beyond the fixed general minimum. 
In older countries, however, a single general minimum covering all occupa~ 
tions and industries would be impossible to fonnulate, and if fonnulate<! it 
would be placed so low as to be, for all practical purpa;es, ineffective. In the 
older countries not much importance, in fact, could be attached to such a phrase 
as the protection of the national standard of living. The problem here is how 
to raise by a series of particular measures the standard 01 living of thCIIC in re­
ceipt of very low incomes. 

The concept of the single general minimum or a fixed minimum is thus 
inapplicable to Indian conditions; it would not also fulfil the objectives which 
I have indicated should be the objective of wage regulation in India. Wage 
regulation is desired in India in order to prevent an unduly low wage in c ... -
tain occu~ational categories, to prevent the suhsidising of the low-wage paying 
employer, and to allay labour discontenL Wage regulation must, therefore, 
eover with us all the main occupational categories. A fixed minimum will give 
protection only to the lowest occupational category. This category accounts 
for only a small proportion of the total number of worker.;. Variations in wage 
rates and exploitation by employe,., however, characterise all categories of 
worke .. , and these stand in need of protection as much as the lowest paid. It 
will be noted that the minimum wage schedule of the Bombay Millownera' 
Association covers all important cla$es of thn ... rated workers (including semi­
skilled and skilled) up to the rank of jobhenl and supervisor.;. This is also 
the case with Trade Board lists and schedules of minimum wages in moot coun­
tries of the world. 

Wage reguIation in India must, therefore, take the fonn of schedules or 
lists of rates of wages which lay down the minimum rates for all occupational 
categories of worker.; included in the industry for which the regulation iI 
framed. The framing of such a list naturally involves the consideration of 
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occupational gradation in industry and 01 the differentiall in wap between 
the different occupations. This is a complicated task which would onlinariJy 
require a close acquaintance with the processes in any industry and with the 
work perfonned by each cla&! of worker. Occupational diffettJltials in earn. 
ings depend on two facto... The lim factor is the difference in the quality of 
the work perfonned by workers in differmt occupational categoriesj the second 
factor is the scale of differentiation in payment to be adopted as appropriate 
for given differences in the quality of work. According to the general theory 
of waga, the scala of payments for the important or key categories of various 
types of worker.! get settled by the operation of the ordinary economic laws of 
the competitive market. And once you have obtained these competitive nOml3 

they can he utilised as the starting points from which to measure, according to 
ascertained differences in the quality of work, the rate of payment to be made 
to any particular type of occupational category. It is held by many that sci­
entific measurement of the difference in the type of work and effort called for 
from different classes of workers is possible within close limits, and that wage 
rates [CIT separate das5(S can be derermined in a .scientific manner following 
5uch a measurement of the difierencrs in the quality of effort required. This is 
the view evidently taken by Prof. Pigou in the ehapter on "Fair Wages Inside 
Particular Industries" in his "Economics of Welfare"6 

I shall proceed to examine certain difficulties which appear to me to 
intervene in the application of this view of wage detennination to conditions in 
India. I shall, in doing this, ignore the absence of competitive market norms 
on which I have already laid sufficient stress. The first difficulty to be en­
countered is one which is largely peculiar to Indian conditions. This is regarding 
the spread between the earnings of different cI~ of workern. One of the 
peculiariti", of the Indian system of graded payments to different types of work 
bas been the very large differences in the level of payments to different classes of 
workers. I have in a brochure on the "Salaries of Public Officials in India"7 
described the extent of the variations obtaining Jxtween payments to different 
dasses of public employees, and discussed the reasons which seem to have led 
to these variations and which seem to be responsible for their maintenance. A 
somewhat similar phenomenon is olB:rvable in the raks of payments to different 
tanks among industrial workers also. 1£ one takes, for c:x.amplc, the difference 
in payments to the three broad types of workers in India-the unskilled, the 
semi-skilled, and the skilled-and compares these with similar differences 
elsewhere, one will he struck by the wide disparities that obtain in India. The 
disparities are even greater when the level of payment to workers is compared 
with levels of payments t.o the clerical~ the technical, and the managaial staffs. 
These disparities are no doubt the result of certain foreo which operated in 
the early days of large scale industry in India, and which perhaps eontinue to 
operate to some extent to this day. Machine industry was entirely new to 
India in the last century. In the eentres in which it was established then: 
existed no semi--skilled or skilled classes of even machine craftsmen. These 
classes of workers came into being as a rtSuIt of the gradual process of training 

63rd Edition, Put Ill, Chapter, XV. It is l!Iignificant that the cOJ7e8ponding chaptet 
in the 18t Edition was called "The Statistica.l Determination of Fair W~." 
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that they received in the new faClories themselves. The general prevalence 
of illiteraey and the entire absence of any facilities for teclmiea1 training 
rendered impoosible the ready accession of any supply of such labour from 
outside. The numbers of semi-skilled and skilled workc:n were thus restricted, 
and their position in the industry was of vital importance. The numbers of 
unskilled workers were, in comparison, plentiI u1. These scan to be the main 
reasons for the great diver.sity in payments to different types of workers that is 
prevalent in India today. We may cite a significant fcature of the present 
situation in support of this hypothesis. This is that the disparity in earnings 
between the skilled and the unskilled is greater in the smaller centres of industry 
than in the larger centres. Thus while the rates of payment to doffers and 
single side ring-siders are distinctly lower in Sholapur than in Bombay, the rates 
of payments to weavers in the two centres are ahnost the same. The explana­
tion of this feature appears to be that while in the larger centres a fairly 
numerous class of semi-skilled and skilled workers has been built up in course 
of tirm~, the paucity of skilled and semi-skilled worken; continues to be marked 
in the smaller centres of industry. The levels of the remuneration of the higher 
technical staff seems to have been det~nnined by the necessity fOT importing 
such staff from abroad in the initial stages. There is thus an adequate explana­
tion available for the wide disparities. While they can thus be historically 
explained, their continuance today is neither equally necessary nor is it de­
sirable in the long run. 

The slowness with which adjustments take place in India is reflected in 
the continuance of thtse wide disparities long after the need for them seems to 
have passed away. Thus we find that the millowners of Bombay have always 
complained of the unnecessarily large spread between the earnings of spinners 
and weavers in that centre. The Tariff Board (1926.27) which examined this 
que;tion at some length found that the spread was large in most centres of the 
industry in India, and that there was not sufficient justification in existing 
circumstances for its size. A similar contention has of recent years been raised 
in Sholapur where the disparity is even wider than in Bombay. Employeni, as 
a rule, ra:Se such issues in order to justify cuts in payments to particular classes 
of worken. I have cited the instances in order to indicate how ol::mlete facton 
continue to dictate for long the comparative levels of wages. 

There are two ways in which these disparities can be acted upon from 
outside. In the first instance general and techniea1 education can be made much 
more widely available and its impartation much more systematised than is the 
caoe today. This would remedy the differences that may exist in the supply of 
different types of labour available. This remedy, while of essential importance, 
is not sufficient by itself; for, as we have seen, the Indian labour market is slow 
to react to changes in underlying conditions, and a regulatory authority must, 
therefore, bear this fact in mind while detennining norms of rates of payments 
for the different classes of workers in industry. The regulatory authority will 
then have to act in such a manner a5 to bring about, in course of time, a more 
even relation between the earnings of the different categories. By this I do 
not mean that it will so act as to bring about a reduction in the earnings of the 
categories that are paid higher today. What is rather meant is that the authority 
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!will take every opportunity of acting in an upward manner on tile wag<ll of the 
categories who an: paid the lowest, and further that it will not treat the existing 
situation as indicating a level of pennanent epuitable rrJations. It will consider 
the historical background that is reflected in the present average levels of earn­
ings and taking a forward view have an elastic policy in this matter. I realiJc: 
that an elastic policy and a changing relation between the earnings of the dif­
ferent categories of workers also characterise the situation in the other countries 
of the world. The situation is, however, more inequitable in India than else­
where, and there is more need in this country for deliberate action on the part 
of the regulatory authority in this matter than elsewhere. 

The other difficulty that has to be faced in detennining occupational dif­
ferences is the measurement of the differences in the quality of the work per­
formed by different dames of workers and fixing the corrrsponding money dif­
ferences. It seems to me that the word "scientific" is in this connection used very 
loooely. It should, in the first instance, be remembered that no agreed scales for 
the measurement of given types of efforts have yet been established. Even in 
simple uniform types of work the scales on which work of different intensity 
will be measured are not universally agreed upon; and the difficulties are enor­
mous the moment one considers diverse types of works that workers are caUed 
upon to perform. It should be remembered that the work of ev<n the unskilled 
labourer requires the putting forth of more than a single type of effort. In the 
1ea5t skilled of jobs the application of both physical effort and mental effort must 
be taken into account. The greatest advance in the scicntific management of 
labow has undoubtedly taken place in the U. S. A., and even a cursory study 
of the methods evolved in that country will throw a flood of light on the dif­
ficulties involved. Mr. John W. Riegel, Director of the Bureau of Industrial 
Relations, University of Michigan, published some yean ago a study of the 
methods actually followed by a number of leading companies in U. S. A., in 
the matter of grading workers for wage payment. Among the various schemes 
evolved for evaluating the differences in quality between various jobs that he 
describes, the least elaborate has six heads under which each job is rated. 
These are: (i) Mentality; (ii) Training Period (skill); (ill) Seriousness of 
Errors; (iv) Mental Applieation; (v) Physiea1 Application; and (vi) Work­
ing Conditions. But some companies had occupational rating plans in which 
as many as twenty-five factors were considered. It is not my intention to en· 
ter into these technical details. I merely desire to point out that where such 
a variety of divergent factors are involved there is ample room, in a matter 
thai is ess<ntially one of subjective judgement, for wide differences of opinion. 
The weighting in importance of each of the factors involved, the allocation of 
poir-ts regarding each factor for each type of job and for the final composite 
grading of each occupation, are processes which, though essential and useful. 
could hardly bt: called scientific. For it should be remembered that consider­
able differences of opinion obtain amongst thase entitled to speak on th~ mat­
ters, regarding even comparatively simple issues. Thus as a member of the 
Textile Labour Enquiry Committee I found that between representatives of 
employers from different centres of the industry no unanimity existed on such 
points as to whether the work of the doffer boy was more or less strenuous than 
that of the warping creeler. Naturally, when it com .. to detailed c:alculatioJu 
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roprdiDg paymenll, the IOOIIl for diIf= of opinion iI C\'CIl wider. Tina 
we find varying relations between the rates of payments to the front sizer and 
Ih<: back sizer and to the drawer-in and the reacher in different centra of the 
Cotton Textlle industry in the province of Bombay. Thcoc are, it should be re­
membered, important and well established categories in the industry. Whcu 
one goes on to compare the size of th ... differences in the various centra in 
India, the divergen"" is found to be even wider. And it could not be said 
with confiden"" that anyone of th= relations was absolutely the corrttt one. 

A fuMber consideration of this qu<Stion will lead us to the major issue 
with regard to methods of payments to labour. On the one hand there is the 
tendency speciaJ1y marked in U. S. A, towarda a progressively greater develop­
ment of job anal}'Jis and difJen:ntiation of category and individual paymenm. 
The methods of time and motion anal}'Jis are here applied to build up de­
tailed systems of rating jot.. and grading occupations, and not only are pie"" 
rates and occupational rales fixed after considerable study, but an attempt ill 
made to fix, cv<n in the time occupations, the rates of hourly payments to 
individual workers in accordance with measures of their individual efficiency. 
Thill is also the country in which a great variety of methods of incentive sys­
tems of payment have been evolved. The bulk of tmde union opinion in 
countries like England is on the other hand oppooed to the extension of such 
methods. It prefers a straigbt piece-rate ~crn to Ih<: incentive wage systems, 
and looka with dis! avour on differentiation in rates of payments to individuals 
within the ranka of a single time-rated occupation. The marginal economist 
should presumably welcome the American dcv<lopmcota, though the work or 
Mayo and Whitehead in U. S. A., throws considerable doubt on presuming 
clOllC com:spondence between wage incentive and the resultant output even 
in that country. A concern for the solidarity of working cl ....... and a distrust 
of the working of the method of payment by results under existing econontic 
ammgements is at thr: back of the general trade union attitude. The economic 
and social polici.. inspiring the two sides are, therefore, widely divergent. 
We are, however, not immediately concerned with the controversy in India. 
Nobody, not even industrial engineer., I understand, advocate the adoption 
of inccntiV<' wage aystcrns in India. Even the straight piece-rate is not, in thi5 
"",ntry, as widely prevalent as elsewhere. The significance of the controversy 
to us li.. in giving an additional warning against the acceptance of the pol­
aibility of a uscientific" statistical detennination of wage differentials. 

All this leads to the conclusion that rates of wages in industry are b<St 
detcnmined by the representatives of employers and employees in the indmtry 
i1ldf; for, an oUbider who has no intimate knowledge of conditions in the in· 
dustry is apt to go wrong. Thill is also the opinion of those who have srudied 
Ih<: Australian~. Mr. Ander""n in hib detailed study of the fixation of 
wag<I in AustmIia mnarka: 

·'Now a system of wage fixation which requires a judge of an Industrial 
Court to prescribe w~es for such varied industries--or even (or one industry of 
which be does not posaess some technical knowledge--may well he questioned; but 
'GD1eas npresentatil'M of employers and employees, experts in lheir calling$, fix 
n.tn of Wapi at round table conferences., It is difficult to see how the position ean 
be .11cRcl. N_rthel ... we Ire Con:ed to the eonclusion that neither Ibe Fedual 
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nor State Arbitration Court is a proper tribunal to determine margins {or skill, and 
we submit that the material presented in t}tis chapter supports ,ucb a conclusion.HI 

Ordinarily we possess no detailed description of duties or analysn of 
jobs entrusted to particular categories of workers; the nature oC these duties 
or the strenuousneSS of the effort required in them for particular types of 
work may again change from time to time with the advance of technieal 
equipment or managerial methods. And though in the a!:sence of proof to the 
contrary, current practice, as embodied in the average levels of rates, is the 
best guide in these matters, the current wage levels might themselves contain 
elements of local, particular or historical factors which should no longer be 
given weigh~. The presence of such elemeI\ts can be detected and steps to­
wards their elimination taken only by those in aetuaJ contact with conditions 
of work in the industry. I, therefore, feel that in India the most appropriate 
machirrery for wage regulation would be that of a Trade Board. A board, 
the majority of whose members consists of an equal number of representatives 
of employers and employees, and which includes a few independent pen;oos, 
would be most suited to solve the problems that I have so far indicated. A 
,chedule fixed hy ,uch a body will again have a better chance of wide ac­
ceptance among both parties than a schedule fixed in any other manner. 

Another machinery for the reguJation of wages that is sometimes ad .. 
vocated is a General Board. The chid advantagts claimed for a General 
Board are that it enables the application of a uniform set of principles to wage 
determination in all industries and enables the attainment of a comparatively 
uniform wage level in the entire economic system. The General Board, how­
ever, doc, not posses. the chief feature of the Trade Board, which is, that the 
determination of the wage level should rest to a large extent with the trade it­
self. The General Boord seems to be appropriate in a country whene condi­
tions are comparatively homogeneous and where a certain amount of regulation 
of wages has previously existed. In such a country it may be desirable to ob­
tain a measure of uniformity in conditions in different industries through the 
device of the General Boand. In India the chief problem with which we are 
confronted is the introduction of some measure of regulation in a situation 
that is e$Clltially chaotic. Furthtr, there exists in this country a very large 
element of diversity in every aspect of the industrial situation, with marked 
differences in conditions from province to province and from industry to in­
dustry. The extent of the development of the industry,-whether technical 
of financiaJ.-the sources and the nature of supply of labour, the state of or .. 
ganisation among employers and labourers, in all these respects there obtain 
very considerable differences. In view of these it is too early yet for us to 
think of uniformity over all industrie. or over very large areas. The immediate 
step must he to take up individual industries in each province and to arrive 
at a measure of regulation of wages for them. From this point of view abo 
minimum wage regulation through the machinery of the Trade Board would 
seem to be the most appropriate. 

The criticism levelled by Prof. Clay against the working of wage regula­
tion in Great Britain is also on the same account not applicable to the proposal 
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01 lOtting up Trade Boards in India. Prof. Oay pointed out that in Great 
Britain almost all types of wage payments had by the twenties come to be 
regulated. In some trades and industries the regulation was through collective 
bargaining. in oth ... through Trade Boards. The regulation, however, was 
entirely unc:o-ordinated. Wage rates were fixed in particuhr collective agree­
ments or by particular Trade Boards with reference only to conditions of the 
particular trade and industry ane! under the influence largely of factors of a 
temporary character. Wage fixation, howcv<r, meant the embodying of par­
ticular or temporary advantaga;, into the wage system for a long period. At. 
a result, unemployment, in Prof. Clay's opinion, no longer acted as a 
"barometer" for indicating necessary changes in wage rateS, and nobody was 
coneemed with the adjustment of the wage level as a whole or with the adjust­
ment of the mutual relationship between wage rates in dilfc:rent trades. aI,:I 
industria;. While it may be useful for us t~ bear this criticism in mind in 
order to see that our regulatory system doa; not develop similar defects, the 
arguments of Prof. Clay do not raise any fundamental objections to the adop­
tion of the Trade Board system itself. 

I may in passing refer to the qua;tion of standardization of wages. The 
<SSCDtial difference between minimum waga; anti standardized wages is that 
while under minimum wage regulation it is open to an employer to vary the 
wage in an upward direction, the standard wage rate cannot be varied in 
either direction. The advantages of standardization are that it doa; away with 
even that measure of diversity which is permissible under minimum wage regu­
lation, and by bringing about a measure of fixity and detcrminatena;s in all 
wage payments, reduces still furtller the possibility of minor wage disputes. 
Standardization is, however, difficult to achieve and can be brought about only 
in special circumstances. Standardization cannot usefully be introduced in a 
new industry or in an industry which was still undeveloped in a region and 
in which conditions had not reached a certain degree of stability. It also re­
quires the COllcentration of industry in a particular region. Standardization of 
wages has thus a limited field; but within that fitld·!t must be set up as an 
oIIjective to be attained. The field of standardization may be indicated by 
saying that it may be p""'ib\e and desirable in centres of Cotton Textile industry 
snch as Bombay, Ahmedabad, Cawnpore. and Coimbatore; in the Jute industry 
in Calcutta and its neighbourhood; and in Coal-mining industry in the major 
cool fidds. It may in this connection be pointed out that a development which 
is to be desired in this country is that the Trade Boards which regulate minimum 
wages should go on to standardize wages in particular regions whenever they 
find the conditions to be suitable. Th. Trade Boards can themselves be looked 
upon practically as agencies for collective bargaining, and the experience they 
gather in the work of minimum wage fixation will be of the same character as 
is required in evolving a scheme of standardized wages. I may in this connection 
refer to the plea forcibly put forward by Prof. L. T. Hobhouse for a parmanent 
extended place for the Trade Board in a system of wage regulation.' Prof. 
Hobhouse points out that wage regulation even in England cannot be penna­
nendy confined to tbe fixation of minimum wages, but will have to tackle the 
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problem of fixing rata! in general .. will. He M~ "Yoa have to find rndhodr 
of adjusting rate! for trades in general, and I think you will best find it not by 
enacting straight off that there must be compuL!ory arbitration, but rather by 
showing by experience that you can, by such a S)'Btem .. the Trade Boar d, lis 
ratal of all kind. with 'UCOO>! in a way which will command agreement and 
which will be found to work well. Therefore, I should like to see the Trade 
B"Jards expanded upon these Iines."IO He adds that he desires "an extension of 
the Trade Board method, Dot of coune rigidly the same, not neaosarily under 
the name of the Trade Board, but an analogous institution with two repre­
sentative sides and an impartial element, backed and helped by the skilled 
bureaucratic. advice which the Trade Board. enjoy in the extremely ably or· 
ganised Ministry of Labour, and with ultimately a legal sanction at its back."" 
It may be noted that in England the chief obstacle in the way of such a logical 
extension of the Trade Board ~ lies in the opp<llition 01 certain elements 
in the Trade Union movement. These fear the weakening of the hold of 
labour organizations, if the a.rea and sphere of Trade Board activity is ex­
tended. In India no such opposition will be forthcoming at this stage and if, 
in course of time, Trad~ Boards and Trade Unions develop side by side, the 
development of each will be mutually adjusted by the growth of the other, and 
no opposition may later come to be imagined between the two. 

I have dealt in some detail with the case in favour of the regulation of 
wages, because in India this type of regulation has not yet been undertaken 
and no considerable body of public or official opinion has yet been organised 
in its favour. Further, even though it has been adopted widely in many coun­
tritsJ the academic economist has yet either looked upon it with disfavour or 
admitted its need only as an exceptiona1 feature in the nonnal world of a 
competitive market. I have on the other hand tried to argue that, at least 
in India, regulation of wages must become a nOIl11al feature of the industrial 
situation. Non-interference has been a doctrine of state policy in India during 
the past. It has resulted in producing conditions not of an orderly competitive 
market but of chaos and disorder, in which unfair competition and low and 
uneven rates of wages have been prominent. Laisse~ /aire having thus com­
pletely failed, we must have rcson to regulation; and this is a lc:sson which, 
as we have seen, the better among even employern have now learnt. 

So far the only measure undertaken by the State in India to regula'" the 
payment of wages has been the Payment of Wages Act (1936). This has un­
doubtedly been a very useful piece of legislation, and it has prevented anum .. 
ber of abuses in connection with practices adopted by employers which had led, 
in a variety of ways, to indirect cuts in wages. No legislation is, of course., 
c.ompletc1y successful, and certain "clever" employm win always find means 
to evade some provisions of the legal restrictions. Mr. Mallick of the E. I. 
Railway Employees' Association alleges, for example, that the E. 1. Railway 
Co. has found a way of practically evading the provision regarding fines in the 
Payment of Wages Act.a Instead of finding an employee, which the corn-

April 
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paDy cannot DOW do beyond • certain limit, it reduces his salary. This prat· 
ti<e Mr. Mallick states has become speciaJJy prominent since the coming into 
opcrntion of the Payment of Wag<s Act, and has raulted in a greater lao to 
the employee than if he had been fined. 

Another ;s.ue which has not yet been settled fully under the Act is the 
payment of bonU5t:S. like tile good attenrlance or efficiency bonuses. Thru 
bonuses are incentive payments, the power or granting which the ~mployen 
are usually keen on retaining. I doubt whether in actual practke they are of 
much real use even from the employers' JX>int of view. It should nQt lx: dif· 
ficult to \Ileasure statistically the efleets of the prevalence of • good attendance 
bonus. This effect should he directly visible in the statistics of absenteeism 
in the particular units or departments in which the bonus is paid. I have, 
however, not yet come ac~ any instance of a case in support of such a bonus 
made out with the help of concrete factual data. Such ex.amination as I have 
been able to make of the absenteeism statistics published by the Labour Office 
of the Government of Bombay and of some additional data collected by a re­
search student, do not lend support to the case of the employers." The case 
against the bonus rests on the ground that it enables an employer to window· 
d_ his wage pa<ition. The returns for the full pay period made by the 
omployer will ordinarily include the bonus, while in actual fact a ~ num­
ber of the employees might not get paid at lhe rale whieb is indicated in the 
return. Or to put the matter in another way, the lxmus cnablrs the employer 
to impose on his employees. what is in effect, a fine. If, for example, in a time­
rated occupation a certain wage for a month of .6 days (inclusive of the bonus I 
is indicated, under the operation of a good attendance bonus system a man at .. 
tending, say for •• days in the month, will not obtain II / 13th of the tot:u 
wage but only If / 13th of the wage indicated minus the bonus. All those who 
are unable to attmd, whether on account of remissness on their part or not, 
for the number of days required to earn the bonus during the pay-period, are 
thus paid at a rate lower than the rate declared to he the standard. The ef· 
fect of a bonus may then well he said to he the imposition of a fine on a =­
tain number of workers, and the more exacting the standard of attendance re­
quired the 1arger will he the proportion of workers SUbjected to the fine. 

The effects of an efficiency bonus are not as easily measurable as the 
dletts of a good attendance bonus. But the haphazard manner in which such 
bonuses have been adopted by employers does not show that even the em­
ployers as a cJass an: convinced of its utility. Such industrial engineers as 
operate in India do not, I believe, also advocate its adoption. A case for the 
efficieney bonus has yet to he established; the objections against it are of the 
same character as those against the good attendance bonus. There is an ad­
ditional objection that the standard of perfonnance which is laid down by 
the employer as the minimum to be attained before an employee becomes en­
tided to an efficiency bonus is necessarily rlXed in an entirely one-sided manner. 
The employer fixes this standard, and the employees have ll.'mally no means 
of judging whether the standard is a fair one or not. Methods of wage pay-

U Dr. )(. M. Sh.h (unpublished thesis), "Labour Recruitment and Turnover in the 
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mcmll whieh involve the fixation of a unit lltandanl job have alwa,.. eft­

countered this difticulty in all countries. The difficulty is comparatively much 
greater in India because the laboun:ra are both uneducated individually and 
unorganised in the ma53. Abux of the system is, therefore, on the one hand 
more possible, and there is, on the other hand, a chronic attitude of distrult 
and suspiciousness on the part of the employees. Whether these bonuses are 
permissible according to the provisions of the Payment of Wago Act is a mat~ 
ter that has been variously interpreted in different provinces. On a balance of 
considerations it would seem that under existing conditions of industrial labour. 
it is desirable to pr<vent the payment of such a bonus. 

Another, peculiar type of wage payment that might in this connection 
be considered is payment in kind. This is prohibited by the Payment of Wages 
Act; but under special powers pmsc:ssed by provincia) governments under the 
Act, a grain allowance is paid at Sholapur in the Province of Bombay. This 
aUowance has some features of a good attendance bonus and has led to chronit 
complaints on the part of employees regarding the quality of grain supplied. 
I do not desire to discuss the advisability of permitting such an allowance, as 
it constitutes an exceptional case, but I want in this connection to say a few 
words regarding a matter which has at the moment assumed and may con­
tinue to J'O'SCSS considerable ir.1portance in India. I refer to the practice of 
the establishment of cbeap grain shops by employ.... In the lint instance, a 
clear distinction should be made between cheap grain sbops established as a 
wcUarc measure and those wh<R seMCC:S arc: counted as a part payment of a 
wage. There can be no objection to a good employer desiring in times of rising 
prices or even in normal times, to help bis employees by opening cbeap grain 
shops. The ernploy«s are, in this case, in receipt of the full current wages, and 
they can, if they find it possible and desirable, increase their real wages some­
what by expanding a part of the wage at the cheap grainsbops. The case is 
entirely different when a part of the wage itself is suppooed to be paid by 
services rendered by the cheap grain shop. In the lint instance the whole 
procedure runs counter to a sound principle established as the result of ex .. 
perience over many decades in mast countries of the: world and accepted .. 
basic by the Payment of Wages Act. Section 6 of the Payment of Wages Act 
lays down that "all wages shall be paid in current coin or currency notes or 
I.,th." Payments in kind are notoriously open to abux and corruption. 
Adulteration in the quality of the materials supplied and levying of extor­
tionate and irregular charges in particular cases can easily be practised, and it 
would be foolbardy on anybody's part to claim that there can, in the case of 
numerous shops scattered all over an industrial centre, be sufficient supervision 
or inspection to guard adequately against malpractic<s. Further, even if we 
,""dited employers and thooe in charge of grain shops with an extraordinary 
share of good faith it would always be difficult to convince the employees that 
there was in fact -DO advantage taken of the situation and its pcaibilities. J 
should like to raise another question also in connection with the operatiQn of 
th""" grain shops. A grain shop acts diffcrendy from a grain allowance. A straight 
grain allowance represents a payment of fixed quantities of certain grains in lieu of 
a fixed money deduction from the wages earned by a worker during a given 
pay period. If the market price of the grain allowance is higher thaD the 
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amount of the money deduction, the employee gains to the given ""tent. 
Even with a grain allowance complaintl of malpractCd may and do ar'.se. 
Moreover, even with a gnin allowance one has to take account of these who 
either cannot or do not want to take the fixed quantities of particular grains. 
There is loss of consumer.;' surplus if such worke.. take the grain even when 
they do not want it, and there is loss of the money equivalent if they choose 
not to receive the grain allowance. But with a grain allowance the grains or 
laISCS are at least measurable and they affect all employees in a unifonn manner. 
This is not so with a cheap grain shop. You may either not use it at ail, or you 
may use it to a large extent. The size of the wage of an individual is thus made 
to depend, in part, on his ability to take advantage of the services of a cheap 
grain shop. This surely ought to be an irrelevant consideration in the payment 
of wages, and it seems definitely wrong to attempt to pay part of what is ad· 
mitted to be a just increase in wage rates in this manner. I have never a'so 
been able to unde13tand how anybody can arrive at any estimate of the measure of 
advantage given to workers by a cheap grain shop, for, in such a calculation, 
the average is of no significance. The wage is an individual payment; the in­
crease in the wage, if required by such a circumstance as an increase in the 
cost of living, must be obtained in justice by evety individual worker in a given 
proportion. There can be no justification for paying it in a fonn which is not 
equally accessible to all employees and which is not equally desired by all of 
them. It can be no consolation to a wage earner who does not get the re­
quired benefit from the cheap grain shop that his 1"", is made up on the 
average by othen; who gain from the source an extra advantage. It is also not 
easy to und=d the insistence on the part of employe.. for payment of 
part of the wage in this particular fonn. If, as they protest loudly, they really 
lose in money to a given extent by operating the grain shops, they ought to 
have no objection to paying the money out directly in the coin of the realm 
as required by the Payment of Wages Act. The establishment of the cheap 
grain shops to pay pan of the wages seems to me to involve the acceptance of 
a position that is thoroughly unsound in principle and is liable in practice to 
give rise to much abuse and ill-feeling. It may well prove the thin end of a 
wedge which may progressively undennine the principle of the money wage 
established after much struggle and ~gitation. It is all the more unfortunate, 
therefore, tbat certain prominent labour leaders should have seemed to give it 
their support." 

It Tbb dlpellioa on the!! . .r:.,m Ibope rna,. appeal' unn~ril,. long. The rues·, 
U. .... MNIYtt, UIlIDled . ble importance <luriD, the earl,. aumtiu of UNO. 
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LECTURElV 

RATIONALISATION 
FROM a ccmsideration of the prohlc:m of the genenl regulation of -sa 

_ may well go on to a problc:m of wage determination which arises out of the 
changing circumstancts of industry <:specially because of an advance In Its 
technical methods. The problem is, of eours<:, not one of wage> a1cae. Eve.n 
from the point of view of labour it is a problem that has three aspects: (i) om­
c:mplo)ment, (ii) increased strain, and (iii) additional wage!. From the point 
of view of industry as a whole its ramifications are numerous and its impel'­
tance immense. I refer to the progress of what is indicated by the generic tenn 
rationalisation. Rationalisation coven a wide variety of measures of improve-­
ment and reconstruction, and the term was much talked of especially before 
the depression of 'g'g as the panacea for all industrial ills. The tcnn itself 
has hem the subjcct of careful scrutiny, and ito meaning and ito component 
parts have hem elaborately dofined in a number of international confcrmcea. 
It is not my intention to go over this familiar ground again. I shall direct my 
attention toward thm<: measurtS included in the term rationalisation which have 
some direct effect on the conditions of work and payment of industrial labour. 
Rationaliaation embraCe! fmancial and commercial reconstruction, among other 
measures, within ill! fold. TIu:se have, however, little to do directly with lao 
bour. If as a result of these measu= of reconstruction the value of the product 
of industry is intrc35<:d, labour may, if it is sufficiently alert and IUfficiently 
powerful, obtain an enhanced rate of wage:o. There arc, however, other aspecll! 
of rationaliaation which affect labour directly in a variety of ways. Chid 
among these arc changes in the technique of manufacture and in the methoda 
of labour management. The two arc UlUaIly as!OCiated together, but arc not 
nCCC3Sarily c<>-existent. New and improved machinery may be inatalled without 
affecting the methods of labour management; these metboda may, on the 
other band, undergo a rational change without any material alteration in the 
plant and «juipment of the factory. In India both these p~ have been 
known under different names IUch as "rationalisation," "efficiency S)'Item," 
"intensification of labour," etc., and it is my intention to treat brie8y of their 
progress and their effCCtll on labour. 

It can hardly be 350Crted that rationaliaation in the .."". of the attempt 
at an improvement of the technique of production in the light of a progn:sive 
developmcot of idcas and inventions is a new phenomenon. It has alwaya 
characterised in a greater or ("" degree human activity in all epoc:h>. It has 
been, of (~unc, spttially prominent in the Machine Age. It may, howner, 
be conceded that a large scale and deliberate attempt at improvement in all 
directions simultaneously, became specially marked during the twenties of this 
century. The aItermath of the period of inftation and the scvcrc part·war de­
pression that affected old-established industrit.s in many countries made it both 
pcooible and nccesaary that something of this cbaraeter abould be attempted 
The aim of all thae measurca was ncccssarily the reduction ot the COlt of 
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produetion per UDit and the inaeac of the margin ." profit, or al1lmWlvely 
the dlminution of Ibe margin of loss. Labour coot is in most indUllries an im­
portant c:cmponent of Ibe coot structure, and a reduction of the labour COSt bad 
also to be attempted. There were two ways in which this could be cone. 
Either the rate of payment per unit of lahour could be reduced or each unit 
of labour could be made to go further in the productive effort eilber by in­
creasing its efficiency or by bringing ahout a reduction in the number of units of 
labour required in the different processes. The effort to reduce wagoo was 
usually made first, but was not always successful. In most important industrial 
countries the power of organised labour was usually responsible for preventing 
any immediate or drastic cuts in wage rates. Even in India, however, where 
labour organisation was notoriously weak, employers did not always find it easy 
to cut down rates of wages. The classic instance in this connection is that of 
the Cotton Textile industry in the City of Bombay. This industry entered in 
19'.-'5 a period of depression, whkh lasted for aIm""t a decade. The Tariff 
Board which reported in 19'7 found that among other things Ibe level of 
wag'" in Bombay was one of the reasor.s of its lack of competitive power. Ef­
forts on the part of millowners to bring about a reduction were, however, 
stoutly oppooed by labour, and it was not till 1933-34 that a radical adjustment 
of wage levels was actually effected. Prof. Clay states that the oppooition to 
reduction in wage rates offered by workers in the depressed industries in Great 
Britain was justified by them on two main grounds. Firstly, the workers fclt 
that the dt:pre'Sion was so deep and widespread that any practicable reduction 
in wage-rates would hardly affect it. Secondly, they feared that they were 
being asked to make a sacrifice, not to revive trade but to lessen the ICIISCS or in­
crease the profits of retailers, banks, loanholders, etc. It may be noted that 
when explanations were offered of the attitude of textile workers in Bombay City 
they were very similar to the arguments enumerated by Prof. Clay, and that 
they were about equally justified in the Bombay Cotton Textile industry and in 
the British industriaL 

In the circumstances, it was natural that the efforts to reduce labour 
CIlItI per unit of output by ways other than a direct cut in the wage-rates should 
be made in Bombay. The main direction in which the effort was made was 
that of asking each operative to do more work or mind more machines than 
he was ordinarily used to. In this connection, it is interesting to compare the 
history of the progress of the Cotton Textile industry in the two centra of Bom­
bay and Ahmedabad during the last twenty years. This history throws a aid ... 
light on the problem with which economists are always concerned as to whether 
it is during a depression or a boom that methods of production in industry get 
improved. The Bombay and Ahmedabad industries were during this period 
in gready dissimilar positions. The finaneial position of the Bombay industry 
was crippled, and it was losing the markets which it had previously built up for 
ill stock products. The Ahmedabad 'industry was, on the other hand, mak­
ing good profits and increasing the variety and quality of its production, and 
tIwo gaining new markets. In Ahmedabad, therefore, progre:ss took the form 
of the installation of up-t~ate improved machinery in new units and the 
renovation of the plant in older units. Considerable attention was paid in this 
centre to improvement in the character of production. In Bombay aimaIt DO 
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improvement which required any ,ubstantial capital outlay was undertaken. 
Thus new labour.saving machinery such as in the preparatory processes was much 
more prominent in Ahmedabad than in Bombay. Labour-saving practice'Ii, on 
the other hand, were mostly initiated and extended in Bombay, while they were 
comparatively unknown in Ahmedabad. Attention to improvements in pro­
duction was also paid much lateT in Bombay than in Ahmedabad. A pan of 
the difference in the hi:;tory of the two centres is to ~ explained by the differing 
composition of the managing agency firms and the position occupied by them 
in the two cent("es~ a part was, however, also due to the difference between the 
financial strength of the industry in the two centres. It is noteworthy by contrast 
that the Indian Coal Mining Committee I found that in the working of Indian 
collieTiC! w3!leful methods wcre followed both during prosperity and during 
depn:ssion. 

When labour·saving plant requiring considerable capital outlay begin! 
to be introduced in an industry, the problem created by it is usually not of an 
intense character. Because the process of the installation of such plant is 
nccC!sarily a gradual one, it also takes place usually in an expanding industry 
and rarely TC!ults in the aCTUal displacement of employed labour. It is unliltely 
that a depressed industry will attract any considerable amount of new capital; 
this was exemplified in the British export industries and in the Bombay Colton 
Textile industry. The chief effect of the introduction of such labour-saving 
plant 1'i, therefore, of not bringing about an expansion in the demand for labour 
to the same extent to which it would otherwise have taken place. This seems 
to have happened to some extent in the Ahmedabad Cotton Textile industry 
It may also have happened in the Coal Mining industry in the Raniganj and 
Jharia coal· fields. In th= fields, according to information published in the Repon 
of the Coal Mining Committee, the number of collieries worked mainly or soldy 
by steam or electrical power increased in a considerable proportion between the 
years [9[9 and [935, and there was a corresponding decline duringthe period 
in the proportion of collieries raising coal mainly or entirely by hand labour. 

Rationalisation or efficiency systems of labour as undertaken in Bombay, 
however, create an acute problem, for they lead to a fear of direct unemploy­
ment amongst workers and that U!ually at times of a trade depTt!!ion. It was 
natural, in the circumstances, that workers should strenuously oppose the in­
troduction of rationalised methods of work. 

Among the problems of labour management raised by rationalisation the 
problem of the additional strain involved is· perhaps the easiest to solve. Ad. 
ditional strain and fatigue may be imposed on workmen as a TC!Ult of asking 
them to do more intensive work. It is pointed out hy employers that if conditiOn! 
of work are improved, if the layout of the plant is altered, if better material! 
are provided and certain other measures taken, there is no reason why minding 
more machines should mean really more work. Again by means of systematic 
time and mo tion studiC! the methods of work usually adopted by labouTeT! can 
be !O changed that output is increased without involving extra straiD. In theory 
all these claims m~ght be conceded; whether, in practice, they are always ful­
filled is another mattn. In the fim in!tance it should be remembered that 
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the tethnique of time .nd motion stUdies is highly specialised .nd that th .... 
studies require the co-operation of a number of different types of experts. The 
industrial engineer, the industrial psychologist, and the industrial pb)'1iologist 
must all co-operate if really dependable results are to be obtained; and the view 
that the experts must take of the problem must be a long range view and must 
not be confined to the need of obtaining immediate economies. So far as is 
known, no specialised technicians have been employed for the purpose where this 
work is carried out in India, and such technicians as are availabJe are all 
industrial engineers. It is not implied that the results obtained bave been 
necessarily wrong; but only that, in the drcumstances, these results are not of 
a character that might be called scientific, and that they =ot be treated 
with implicit confidence. Of course, in countries where all types of fully 
<quipped experts are available, there arises the further difficulty that labourers 
do not feel that they can trust the results of experiments or observations made by 
persons in the employ of the owner. Mr. Cole' has suggested that this difficulty 
might be got over if trade unions engaged experts on their part, and the data 
required for the "scientific management" were collected jointly. This suggestion 
can be carried out only if there: exist highly organised unions of workers rich 
enough to pay for the services of competent experts. Lack of organi",tion and 
funds, however, is not the only difficulty. If there is a strong feeling among 
the maSs of workers against rationalisation methods, trade union leaden may 
find it inexpedient to c~operate actively in working out measures that are un-­
popular, because the appointment of experts on the side of labour places on 
labourers the responsibility of accepting ungrudgingly all the innovatiollS to 
wbieh their experts al:='.' 

It should be noted that in Ahmedabad, where in the Cotton Tp;tiIe 
industry rationalisation in the ring spinning department was brought about by 
joint agreement between the Ahmedabad Millowners' Association and the 
Textile Labour Association, the Labour Asociation is now taking up, the 
Millowners complain, a merely non-possumus attitude in respect of the proposals 
for all the other departments. 

These difficulties arise even when it is presumed that the employers an: 
anxious to conduct careful experiments before embarking on any venture in the 
direction of intensification, and that they would- not attempt anything which is 
not warranted by the results of such experiments. This presumption cannot, 
however, be made in conditions under which concerns arc managed in India. 
Bombay is the only centre where: intensification has been undertaken on any 
considerable scale. If there is any such movement in the Jute industry, nothing 

2 Cole, G. D. R., "Payment of Wag:es." 199-8, Preliminary Chapter. 
3 In tbis couneetion, the {'xprrif'nce of the Pequot Mills in U. S. A., l"t!'C01'ded. in GIlt 

of the I. L O. studiu on Industria.l RC'Jations, i.s very instructi\-'e. In this mill the maD. 
agt:mmt wu confronted by the nec:easity of reducing COilta of production in 1928, and 
lubmitted as II. result certain proposals regarding rationalisation which it intended to 
adopt to workers. The Workers' Union took th~ unusual Itep of eonsulting .. rua.nage. 
ment engineer anel submitted counter pror08all. Vltimately joint re8e&rtb -.-,'U agreed 
upon. &Ild tbe aeheme or joint res,areh worked for Borne years, In 1933 it bad. however, 
to be given up chiefly b<>eause ullder it Union offi(!ia,ls were left with the clliei work of 
ptnuading workefs .to aceept the proposals of the Joint Research Committf'e, and thit led. 
to their assuming too much tesponsibility and to .. lost of (!OQ6d.aee an thea IUllOIt.I 
•• k... L L. O. '"Studies in IDduatrial RelatioDl." W, 1136. 
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II kMwII outIide about lIS ciw'aeltt and it! effects. An effort In thls direcI>cm in a 
concan like the Tata Iron and Steel Co. may be talcen to proceed deliberately by 
lltagr:s. The Coal Mining Committee (1937) does not in its remarb on rationa\i­
satlon refer to intensification of labour, but it is understood that progress in this 
direction in the coal-mining industry is not marked. The C.wnpon: Labour 
Inquiry Committee nOles that "rationalisation in the sense of intensification is 
to be found only in two or three mills on any extensive scale, and on]y I'3rdy has 
intensification been introduced in complete sections." The Committee, however, 
docs not record the pn:liminary steps, if any, adopted by employers befon: under­
taking intensification, though it records the irnpres;ion that in a modem spinning 
side it S<Cmed as if less straio was involved on the workers though they mioded 
more spindles than in the older mills. In Bombay, however, rationalisation in 
the ICIISC of intensification has been taking place for more than a decade, and 
has now been introduced by all types of concerns. The pioneers of thls move­
ment did conduct, it is reported, according to their light and with such rnCBIII 
as were at their disposal, certain experiments by way of observation and testing. 
It is, however, equally true that subsequendy the measurco of intensification 
were widely copied, and that they were not all necessarily adopted under the 
same conditions and after making the same improvement! and taking the same 
precautions as io the origioal venture!. The Millowners' Association, Bombay, 
therefon:, felt it necessary in 193~ to lay down certain conditions under wbich 
alone any measure of rationa1isation should be undertaken by the member mills 
in the various departments. The recommendations made by an expert com­
mittee io this behalf were to be observed by all member mills. A resolution to 
this effect was adopted at about the same time as the adoption of the minimum 
wage schedule, but it proved very much more difficult of enforcement than that 
schedule. In the nature of things the detailed recommendatioN of an Expert 
Committee in such a matter could not be carried out by a body which could not 
enforce its resolutions by any effective sanctions and which had no inspecting 
or supervisory staff. In such circumstances, there could be no guarantee of a 
careful observation of the instructions, and it is well-known that certain limill 
laid down by the Committee have become completely ineffective in practice. 
On the other hand, it is equally true that conditions io rationaJised departmenll 
have distioctly improved io recent years, and that complaints and disputes on 
this scon: of rationalisation an: fewer in number now than they were a few 
years ago. 

So much with n:gard to complaint> regarding additional strain. The 
problem of the extra wage is even more complicated. The workers, if they do 
not refuse to mind. mon: machines on the ground of the task being beyond 
their capacity, will at least demand extra payment. The extra payment d ... 
manded may be to the extent of all the gain which may result from intensi­
fication. The extreme attitude on the other side is exemplified by the view ex­
p=d by certain employer.! that in so far as mioding more machin." involved 
no additional strain, the ... seemed no reason why any additional payment should 
be made to workers. In actual practice a su lmantial increment in wage rates 
bad to be cnnceded in the initial stages in order to induce workers to under­
take the extra work under the changed conditions. The extra payment iI 
usually ""pROSed as a percentage of the original wage rate. It should be noted, 
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however, that this manner of e:xprc:ssing is not the result of any careful calcula~ 
tions or any attempt to allocate gains which might result from inteNification 
as between capital and labour; it does not also indicate: any calculation in terms 
of added work. An attempt at allocation of gaiN must proceed by way of .... 
sessing the net gains. This involve! calculations of capital eosts required for 
additional equipment, etc., and of increased running cost; such as may have to 
be incurred for supplying, for example, better materials, etc. No figure! of 
any such calculations have been published. Moreover, the net gain5 muat 
differ from unit to unit, while: the: percentage: added to the: wage is now or· 
dinarily uniform for all unit! in a centre. The added percentage is also not 
eorrelated to the extra strain because that also is measurable only with difIi. 
culty and is in actual fact not measured. The: increase in the wage rate merely 
reprCltnts the result of the ordinary type of bargaining between employers and 
workers. Intensification was expected to yield by employers, and did in fatt 
yield! (c:rtain economies in working c:xJXnses which should add to profit3 made. 
That these: economies were: being made: was rea.l.i.sed by the: workcn. Hence they 
demanded before: working on the new system extra remuneration, and ob­
tained it moody in proportion to the strength or weakness of their bargaining 
position. In the early days of the movement workers prepared to undertake 
Ibe new type of work were few; hence the larger payment. When later the 
system became more familiar to workers and their supply became larger, the 
extra remuneration could be reduced. In Bombay an attempt was made by 
the miJIoWIlers at the time of the introduttion of the minimum wage schedule 
to bring about uniformity in the extra percentage paid in all concerns for given 
type:! of rati01-. \ised systems of work. At about the same time double-side 
working in rin -spinning was adopted in milt. in Ahmedabad as a rClUlt of an 
agreement between the two sides. It is perhapo an index of the relative bar­
gaining position of labour in Bombay and Ahmedabad, that while in Bomhay 
the percentage over the pay of the single-s:de sider that a double-side sider 
would get was fixed uniformly at 33 per cent, in J 934 the corresponding per­
centage fixed in the agreement between the employ.,.' and IaboW"tlS' or­
ganisations in Ahmedabad was 45. 

Rationalisation, it is ""ually claimed, is the only means of raising the 
1evd of wagrs. In so far as rationalisation embracrs all measures by which the 
ntt product of industry available for distribution can be increased, this claim 
is justified if we presume that the labourers are already obtaining as large a 
proportion as p""'ible of the product. Most measures of rationalisation have, 
however, some effect on employment, and the total effect of the procc:ss can 
be judged only by taking into account the resultant employment situation. It 
may, for example, happen that rationalisation, widc:ly adop~dt brings about 
such changes in the market relations between capital and labour that labour 
as a whole suffers either by an added volume of unemployment Dr by a reduced 
share of the product of the industry that it is able to secure for itself. Thus 
in spite of the size of the product having increased, the absolute income of the 
labouring classes as a whole may not be increased by the pmc=. This leads 
to the further consideration that the gains from rationa.\:isation accruing to 
workcn in a particular industry cannot be confined to and wholly c:onoerwd 
within the industry uDl= the marktt for labour in the indUltry is • cImcd -. 
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The gains (rom the rationali!ed system o( work are expr .... d _ an added per­
centage to a basic wage only so long as the rationalised system of work is new 
and has not been adopted gencrally. When the rationalised system bccomCll 
itscl( the general method o( working, no meaning could'be attached to thia 
added percentage. And when thia happens the disparity that may ha"e tem­
porarily crept in between the remuneration to workers in rationalised system 
o( work and other workers o( simiJar capacity elsewhere is not likely to be 
maintained (or long. The point may be brought out clearly by a concrete 
illustration. The work o( minding one side o( a frame in ring spinning may 
be taken to be work o( semi-okil1ed character in"olving a certain intensity of 
effort. The. payment made (or it would then, on an a"erage, bear a certain 
relation to payment (or semi-okil1ed work among other types of industrial la­
bour. The minding of two sidt.8 by a ring.sider being an innovation, the 
double-sider is initially able to obtain a higher wage-rate. Is the higher wage­
rate likely to be sustained (or a long time? It could be sustained only if mind· 
ing two sides .... really work requiring proportionately greater skil1 and greater 
intensity of effort. IE, howC\>er, this was not so, the supply of double-sid ... 
would in course o( time be made as easily a"aiIable as that of single-siders and 
that of scmi-okil1ed (ormerly; and the relation between the wages of the double­
siders and workers in other industries would be impro\>ed only to the extent 
that double-side working .... truly more intense or more skil1ed. This naturally 
follows from the asrumption that gains accruing by the progress in technique 
in a single industry cannot be confined to employers or labourers in that in­
dustry alonC', but must be spread in course of time over the entire economic 
system. I ha"e, in arguing as I ha"e done, o( course, neglected the important 
factor o( stickiness in the Indian situation. WhatC\>er its effects in delaying 
the process of adjustment, it seems unlikely that the pressure of labour supply 
would allow the gains to be constr\>ed in a particular industry unless they were 
protected by the strong power of organised labour. Similarly under any scheme 
of regulation also the regulating authority could not for long maintain wages 
in a particular industry or trade at a level which was out of relation with levels 
obtaining in other industries. Rationalisation then can be considered a means 
of raising the wage level materially only if it was a widespread movemenL 
Confined to a single industry and to a (ew centres it could not appreciably 
raise the level o( the a\>erage wage rates o( industrial labour. 

When, however, rationalisation is considered as a wide-spread I1\OWo 

ment it becomes all the more necessary to consider the effects that it is likely 
to ha"e on the employment situation in the country. The progms of ration­
a1isation in India has been limited in extent so (ar. It is not possible, there­
fore, to argue as thc basis of past experience. The enquiry into wages and 
unemployment in the Bombay Cotton Textile industry conducted by a La­
bour Office in ·1934 was directed in part to the effects of rationalisation. The 
report o( the enquiry contains the (ollowing observations: "It has been esti­
mated that during the last (ew years, as a result of the introduction o( rational 
methods o( work, the number employed has been reduced by about ttn thou­
oand persons. If we, howC\>er, take inID consideration the number employed 
011 nichHhift it will be found that the diminution in employment is iDcon-
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siderable.ui It seems to be taken for granttd in this eJl.tr.u..11 that increasetl night­
shift working is a necessary result of the adoption of rational methods of work. 
This cannot, however, be conceded as a general proposition. During the period 
'9~6-~7 to '936-37 the Conon Textile industry in Bombay underwent a con· 
traction in size. The number of unit:s as well as the number of spindles and 
looms working was diminished, but the average daily number of persons em­
ployed decreased in rven a greater proportion; the average number of persons 
daily employed having been '54 thousand and 109 thousand in ) 9~6-2 7 and 
'936-37 respectively. In the process of contraction the firms that rationalised 
their methods of work were perhaps, on that account, enabled to avoid the ef­
fects of generally depressed conditions, and they might even have been able 
to secure a part of the work that was lost by their unlucky competitors in the 
centre. These circumstances cannot, however, be taken as typical of condi­
tions in all centres where rationalisation is undertaken. 

It is not nec~ry for me to embark upon an elaborate dErtation on 
the effect:s of rationalisation on employment. It is, I believe, common ground 
that in the short run rationalisation is likely to lead to unemployment in par­
ticular industries. Unl= the demand for the products of an industry is very 
clastic, rationalisation on any large scale must lead to a diminution in the em­
ployment offered in the industry which is rationalised. There is no doubt that 
even in the short run rationalisation may lead to some expansion in the de­
mand for the products of the capital-goods industries which supply the addi­
tional plant and equipment required by the rationalised industry. There is 
nothing to indicate that this will be large enough to compensate the unemploy­
ment caused, and ordinariIy the presumption is that it will not be correspond­
ingly large. In any case, in the short run an inunediate problem of unem­
ployment will be created in the rationalised industries as the persons displaced 
in this industry are not likely to be those newly absorbed in the capital goods 
industries. Means must, of course, be devised to dcal with this problem. In 
the long run rationalisation, it is pointed out, must mean an increase in the 
national income. Whatever the proportion in which this increase is divided 
among tI-.e different classes, it is bound to increase the total demand for goods 
and services, and thus lead to increased employment in some direction or 
another. 

It is not my intention to discuss the recondite problems eoncerned with 
the effects of rationalisation on the standard of living and such problems as 
those of transfer of labou.rers from one industry to another, etc. I, however, 
desire to draw attention to one important aspect of the problem which is par­
ticularly important to us in India. The form in which I would raise this ques­
tion is as follows. Can we presume that the increased demand for capital goods or 
for consumption goods or services which results fr:om rationalisation will mean in­
creased employment within the country itWf? We cannot in this context talk 
of a closed market. It is largely international forces that are forcing ration­
alisation on us today and have forced it on us for the last 100 years or more; 
and the repercussions of the rationalisation of our economic system are spread 
over the entire econontic world. The question I want to raise may be il-
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lU3ttated by such questions as the etTeet:! of the rationalisation of our tranSpOrt 
system and the further spread of mechanised industry. Mechanisation of road 
tramport has, for example, almost revolutionized conditions of internal trade. 
It has in some cases very considerably lowered costs of transport of commodities 
and aha for the movement of people. It has given rise to new repair in· 
dustries in the country, and created a demand lor new typc::s of goods and 
services which did not exist ~f ore. The rna jor kind of new demand to which 
it has given rise-that for automobiles and for petroleum-has, howevtr, 
created employment entirely outside the country. On the other hand, the un· 
employment caused by it among previous types of road carriers in the (oun­
Iry-men and animals-ha. ~n very considerable and h3! seriously affected 
the character of the rural economy of many tracts. The economic working 
of oth~r transport agencies, like railways, in which considerable capital had 
~ sunk previously has also been harmed. I am not trying to .trike a bal­
ance oC advantage and disadvantage resulting from the mechanisation of road 
transport, but merely desire to emphasize the fact that in considering the total 
effccts of particular measures of rationalisation, attention must also be paid 
to the question as to whether new employment created by it, is within the 
country or without it. Or consider~ for example, the sudden development of 
the sugar indumy in India following the imposition of a protective tariff /)n 
sugar. The large capital-goods demand created by it affected economic activity 
outside India so far as the demand for machinery was concerned. This in­
deed has alway. ~ the case in all expansion of large scale machine industry 
in India. 

Another aspect of the movement towards further rationalisation in fac­
tory industry that we must consider is the effect it will have on other types 01 
industrial activity in the country. All .teps towards a further cheapening or a 
further divenity of the produetion of factory industry extends .till further the 
margin at which it can compete with the .hand and artisan industry. Thus 
rationalisation will not only result in the creation of a certain amount of un­
employment in the factory industry itself, but may create even a greater amount 
of it in the hand industry. The scope of such considerations is not neeessarily 
limited to activities which dirccdy produce the same type of products. They 
ettend aha to the activities concerned with the production of goods which 
the products of the rationalised industry might also possibly substitute. Th 
extended use of a material like cement may provide examples of rubstitutiOl 
for a wide range of materialS previously in 1ll!C. The belief in the aIm .. 
automatic operation of corrective forces following large scale tcchnologica 
changes h3! of recent years been given up. It:! place has been taken by , 
recognition of the serious nature of the .hort term difficulties created, aJII 

by an emph3!is on the problem of transfer, while maintaining at the same tim 
that the long NO effects of the changes must necessarily ~ advantageow 
Even this ahalyois bas, however, not usuaUy taken any notice of repercussion 
of rationalising process on the economy of particular cOllntries. I fed tha 
in shaping national policies such considerations have great importance, aD< 

that they tend to emphasize .till further the difficulties created, in a perioc 
whidl is not too mort, by any rapid progress in the adoption of labour saWl! 
.... chjnrry and devices calculated to intensify labour effort. 
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The foregoing argument mUll not be taken to mean a plea for an 
embargo on all further advance in technical or machine equipment or on at .. 
tempts at improving the efficiency of labour. In the ultimat.e analys:S a cate. 
gorical prohibition of this character cannol be in our national intemit; and 
such a prohibition might prove suicidal from the point of view of our in .. 
dustries. Our industria compete in the home market and abroad with the 
industries of other countriaJ, to a certain extent. They cannot afford, therc:~ 
fore, to remain far <><hind the technological practice of industry in the world 
.., a whole. Further, though it is true that our low wage level itsclf prevents 
the adoption of certain types of advanced equipment and practica, it haa to 
be reaWed that tim is a factor of not very considerable importance in the 
general progress of technology: for; usually the effects of new inventions and 
new devices are so economical as to make their adoption profitable in spite 
even of a low wage level.' While admitting the force of thoe considerations 
I would emphasize the need for paying greater attention to what have usually 
been dismissed by the economists as short tenn considerations. A short term 
in thia: case may well cova the life of a whole ~neratlon, and we cannot be: 
neglectful of the catastropltic crumg.,s that may be brought about in the life 
of the prc:sent generation in consideratiGn merely of the poosib!e beneficial d. 
feets to futun: generations. I believe that there is enough force in all thoe 
contentions for the State to attempt a definition of its policy in this matter. 
They would also justify in my opinion a policy of regulation in such d:rcctions 
.., the State can undertake. The State in India b.., now deliberately embarked 
upon a policy of protection. Such a policy commits the State to a careful 
shaping of the development of forms of economic activity in the country. 
There can thus arise no objection in principle to the regulation by the State 
of the directions in which, and the pace at which, thoe industrial activities 
mould progress. Provided suitable means can be found, the guidance and 
regulation by the State oC step5 towards rationalisation in all industria is 
surely to be welcomed. Today the probJem may not, everywhere, appear im­
portant, but it tends to grow with the progreso of time and of industrialisatiOlL 
I must leave the matter at this stage; for any detailed oonsideration oC the 
various methods of regulation, their applicability and practiability, wi11 take 
me fat beyond the IUbjoct of this seric:a. 



LECTURE V 

INDUSTRIAL RELATIONS 
TH!. MOST important problem of aU in connection with industrial la· 

bour is the problem of the maintenance of industnal peace. The problem of 
the conflict of labour and capital in its present form is entirely the product of 
large-scaJe industry. Concentration of economic power in the hands of indi­
vidual employers leads to employment by them of workers in the m ..... 
Workers employed in one pIau by one employer of a similar c13.$ and work .. 
ing under similar conditions tend in course of time to act together in their· 
dealings with the employer. When worke ... as a body begin to act together 
a difference of opinion regarding conditions of work or payment between 
workers on the onc hand and the employer on the other has con.sequenccs 
which affect simultaneously large numbers of laboure.... In the absence of 
conjoint action the employer would deal separately with the individual worker, 
and the failure to come to an agreement regarding conditions of work could 
not, in such circumstances, be felt simultaneously over a large body of workers.: 
The concentration of economic power in the hands of the individual em­
ployer, which is the essence of large-scale enterprise, leads to employees having 
to act together in order to protect their interests adequately; and it is this that 
gtves its special character to industrial disputes in the modern world. Once 
labourers J~arn to act together, such joint action is not necessarily limited to 
workers employed in a single concern. 'Vorkers similarly situated, whether 
employed by the same concern or not, find it advantageous to act together in 
a variety of ways. The ~ployers in their tum find it necessary to lay aside, 
for the time being, their business rivalries and to act together in order, among 
other objects, to deal more efIectively with demands made by organized bodies 
of workers in industry. The area which can be affected by a single dispute 
thus tends to become progressively wider with the growth in size and scope 
of the organisations of workers and employers. When industrial disputes .... 
surne this character their outbreak sometimes involves a complete stoppage in 
the working of parts of the economic system, and if the stoppage is in an organ 
that is vital they threaten to bring the whole system, at times, to a standstill. 
It is then no longer possible to look upon these disputes in the same manner as 
the inability of two parties to an exchange to reach a bargain would ordinarily 
be looked upon in the economic system. Frequent breakdowns of parts of the 
economic system are liable to impoverish a community, and the prevention 
of industrial strife thus assumes an important role in national policy. 

The problem of the maintenance of industrial peace may be dealt 
with from 1ovO' different points of view. In the /irst instance meastms may 
be taken to narrow the grounds on which difference of opinion can arise. 
What I have said in former IecturtS regarding the regulation of wages aimed 
at this reault. If wage payments are systematised and regulated, the pol­

oibility of disputa regarding them is rendered smaller than if they wm 
chaotic aDd ICUIcd capricioaaly. It is )lOS!iblc to deaJ similarly with aU 1M 
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IIIIft important of the usual .. bjcc1s of disputes. For aample, a proper .,. 
tan of recruitment or the adoption of a regular procedure before dismiasal 
af an employee can take place, must lead to an improvemen~ In industrial 
rdations. Any measure that leads to a feding of contentment among the 
working classes and to the creation of a confidence that they were, 3! indi­
viduals and as a cWo, being dealt with justly must automatically help the 
furtherana of the cause of industrial peace. This, of cOU=, is the main di­
rection from which the problem has to be tackled for obtaining a lasting lOIu­
cion. But, however great the progr= in this direction, there will arise oc<a­
>ions on which a difference of opinion regarding the terms of the bargain will 
be evident between the two parti<s. It is the handling of occasions of this char­
aeter with which the maehinery and technique of maintaining industrial peace 
» more particularly concerned. 

Prof. Pigou has pointed out that dispute! arise because of the existence 
of a margin of indeterminateness in the settlemont of all exchang<S or bar­
gains.' If under given conditions there was a fixed point at which alone a par­
ticular bargain could be settled and if, further, both parties to the bargain 
knew the existence of such a point and ita exact. location, no dispute could 
arise. In fact, however, no such definite pointa exist; and there alwa: ... are, 
aecording to particular circumstana:s, wide or narrow Iimita within which the 
J'O"'ibility of the settlement of a bargain lies. There is also considerable 
ignorance on both sides regarding the real facta of the situation and also re­
garding the strength and disp<JOition of the other party. I have shown in a 
fonner lecture that when independent committe<S of inv<stigation or arbitral 
tribunals consider the settlement of disputes, the facto", that they take into 
consideration are of such general character that their quantitative evaluation 
and weighing pr<Sentli a difficult problem. In such evaluation the subjective ele­
ment must necessarily enter to a large degree. The judgement arrived at by com­
mittecs whose c.omposition difl'cn considuably from each other ~, theTefore, 
likely to be wide apart even though the data on which they base their con­
elusions are identic.a\. If this can be said of committees composed of per­
IOns who have no direct interest in a dispute, it io not unnatural tbat the 
parties to the dispute, being both interested and being not as accurately or 
fully informed as a committee of investigation would ordinarily be, should 
hold expectations greatly at variance with each other. An outaider, or an 
authority like the State, can in such circumstances help, in a number of 
w.)', to bring about a better appreciation of the situation by the two partiGs 
and to induce into them a reasonable frame of mind. 

More attempting to discuss the methods by which this can be done 
and their propriety and efficacy, a few words on the peculiar character of the 
situation in India would not be out of place. Though organised industry in 
India has a comparatively long history, the problem of industrial peace is of 
=t growth. It is Iargdy a product of the last twenty-five years. Ikfore 
this period joint action on. the part of labour was almost unknown. While there 
has been during the last two decad<s a considerable growth of unionism, its 
tharacter is yet peculiar. Looking at the comparative strength of the two 
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parties it is clear that in India the employers are, as a rule, imm<asurably 
stronger than labour. The mill agenll in the J uIC industry have long been 
organised in a strong association. Similar is the case with the Cotton Totile 
manufacturers in centres like Bombay and Ahmedabad. In the smaller cen­
tres of this industry like Cawnpore, Coimbatore, or Sholapur, organisatiOn! of 
employers have sprung up in recent years. The Coal.mining interests arc 
organised in a number of separate bodies; and in the newer industries like 
Cement and Sugar the employers seem to be able to act, on occasions, with 
t:\'eII greaICr cohesion than in the older-e.tablished industries. The organi­
sations of workas ~ in comparison to be very weak and ineffective. The 
membership of the employers' association is not always all·comprehcnsivc:, 
but the number oC non-members of particular employers' associations Crom 
among the constituents in the industry is alw3}'3 comparatively small. The 
proportion of the members of unions amongst industrial workers is, on the 
other hand, very small. Such a disparity in the strength of membenhip be­
tween employen' and workers' organisations is, of course, not peculiar to 
India, but it is certainly more marked in this country than elsewhere. 

An important characteristic of Indian labour organisation, which is 
not usually found in other countries, is the small extent to which the leaders 
and organisers came from the ranks of actual workers. The explanation of 
this phenomenon is not far to seek. The workers in India are largely illiterate 
and unfamiliar \'lith the urban type or social organisations. Unless. therefore, 
the worker is specially trained for the purpose, he cannot easily take to the 
work of union organisation. And even if a small number of workers possasing 
rudiments of a li~rary education helped in some kinds of organisational work, 
it is rarely possible for this cIa.. to throw up leaders who will be sufficiently 
weU-equipped to build and keep together a big union or a big movemenL 
The leadership of the movement, therefore, rested in the beginning and has 
remained tiU today with ouosiders. The ouosiders have belonged chi.fiy to two 
classes. They have either been social workers or they have been propagandist 
adherents of some active school of thought---either political or economic. In 
recent yean the lartcr class has largely tended to displace the fonncr. The 
type of leadenhip obtained by particular organisations has been important 
in shaping the course of their history. 

Trade unions of labourers in India have again developed little in the 
way of Donnal functions for day.t(>day work. Lack of recognition, from 
which they suffer almoot universally, has no doubt been partly responsible tor 
this j bt:causc: the unions have been unable to deal with the pettier grievanca 
of their members by getting into touch with the employer in the ordinary way. 
It remains true, however~ that they have also for one reason or another 1.lSU~ 
ally not found it possible or thought it desirable to give sullicient attention 
to organising any common or corporative activities which might intertst or 
help their members. The result has been that in a large number of cases 
Indian unions have laid themselves open to the charge that they were little 
more than strike committees. The ebb and Row of union membership in 
relation to strikes and struggles with employers is to be observed all over the 
world, but the amplitude of these movemenlS is perbaps larger with us than 
clocwbcrc. 
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One of the ""uses which bas contributed to the slow growth of labour 
...-ganisation in India and the fluctuatiollS in the number of their mernbcnhip 
ba5 been that labour in India is not permanently attached to industry. The 
connection with the villag< of the labourer is a feature that the Royal com­
mission on Indian Labour thought it desirable to conserve. But while it gives 
certain strength to the individual labourer's position and affords him some 
relief, it also undoubtedly weaken< the strength of the class as a whole. A 
worker not wholly dependent on his industria1 job is not keenly intt:rested in 
the urban and cl~ organisations; a mass which is composed largely of such 
individuals cannot be expected to be wen~knit, and an organisation which 
contains a considerable number of memben so situated could not well be: 
strong. All this, of coune, applies specially to organisations of industrial 
workers and not of such classes as railway employees who contain within 
them a Iarg< black-coated element. 

Employers of labour in India are wen aware of the weaknCSSC! of the 
Indian Trade Unions. The line they have so far taken is, therefore, that of 
declining to deal with lead.rs of such unions as exist. It ba5 often been argued 
that employers of labour themselves benefit from the existence of organisation 
amongst labourers. Organised labour, it is said, is easier to deal with and 
that it is, therefore, in the interests of employers to encourage the building up 
of such organisations. This, however, is true only if the nnployers as a class 
take a broad view of the problem counting in aU the rocial implications. From 
the point of view of an individual employer, organisation nec~ri1y means 
an improvement in the bargaining strength of the labourer which would 
result, perhaps, in a permanent increase of the share of proceeds going to him. 
The iodustry as a whole may profit from sucb a ~bution which might 
react on the efficiency of the workers and also give them greater confidence 
and self-respect. It is, however, too much to expect individual employers 
to adopt this point of view. Consequently employers have alwa}~ been keen 
on preventing the Cltablishment of the right of collective bargaining even at 
the risk sometimes of considerable immediate loss. Such considerations fall 
in the category of what Prof. Pigou calls "negative cans." The employc:n 
consider it worthwhile to incur even considerable immediate losses if they can 
pennanently prevent an inconvenient union from coming into existence. The 
history of the strikes in all the: major industries in India shows the great re­
luctance of employers to deal with leaders of such labour organisations as 
may exist, and when forced by circumstances or outside pressure to deal with 
them they are secn to be anxious to withdraw (rom the position as soon as 
possible. Though few strikes have been undertaken in India specially to 
obtain recognition (or a Union or to establish the right of collective bargain. 
ing, these questions have: always 3.."5umed great importance in all major strikes, 
whatever the: reason for their commencement. 

The problem of the maintenance of industrial peace in India may thus 
be said to be in its initial stages. In those countries in which strong organisations 
of labour with whom employers habitually deal exist already, the problem is 
C$Cntially one of educating and infonning public opinion and of putting the 
two parti'" in a reasol"lble frame of rind. With us it is one of initially helping 
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a proper organisation of work ... and obtaining for it the right to bupin col­
lcctively; these: problems have to be ooIved before ..., CZD go Db to evolve a 
I'C2SOnable system of industrial relatiOllS. 

We may also note at this place some of the important features which 
may be: observed in India in the progress of industrial relations and the: conduct 
oC strika. Thest: arise chiefly from the pecuJiarities of trade union organisation 
to which I have referred above, In the fint in.'!;tancc the influence of outside: 
leadership must be taken to influence the character of the issues on which con­
flict arises and the degree to which resistance is offered. Outside leadership 
does not ordinarily adopt the restricted point of view of a particular um.on or 
class DC workers. It" bound to import into the movement the objectives of 
the !Ocial and economic philosophy by which it i5 actuated. This should not 
be taken to imply that ordinary trade union leaden have no philosophy. It is 
well~known that in most countries there art: sharp differences of opinion among 
trade union leaders on fundamental questiON of polky which turn largely on 
the social or economic faith they profess. The conduct of union affairs is abo 
largely influenced by these opinions. I would, however, draw a distinction 
between leaders who are primarily union leaders, for whom the immediate 
inte=ts of the "articular union which they lead and which, perhaps, they have 
helped in building up and the interest of its individual members are matte .. cl 
paramount importance and with whom their creed docs no more than colour 
the general policy, and leaders who are primarily inter<:Stcd in a faith or a 
philosophy and its spread and to whom unionisation of labour i5 an incident 
and a means to certain ultimate ends. I would further make elear that I do 
Dot mean to imply that either the one or other type of leadership is superior. I 
wish merdy to draw attention to the fact that we have mostly had so far the latter 
type of leadermip prominent in our labour movement, and that this nec~ 
sarily has important cONCquenca on the nature of its development and the 
course of industrial conflict. It greatly influences, for example, the detami· 
nation of the slicking point of the workers. Prof. Pigou describes the sticking 
point in the following tenru: "In considering their policy, the work people's 
association will reflect that, if they elect to light a battle about wages, the 
fight will coot them so much and the terms obtained at the end arc likely 
to be such and ,uch. Weighing up these things they will determine on a certain 
minimum wage which it is worJl while if nece;sary to accept rather than fight."2 
It must be admitted that it has often appeared, at least to the neutral ob­
server, that in Indian industrial disputes the ,ticking point has been fixed at 
too high a figure. This must be due to two sets of causes: Fimly, that the 
outside leader perhaps underestimates the positive emt to the workers of the 
,truggle. Secondly, he might treat as very important the considerations of 
negative cost, i.e., of advantage that may accrue from the struggle apart from 
the particular point which is at issue. Such advantages may be internal, i.e.? 
pertaining to the union proper, such as obtaining recognition for the union or 
attracting to it increased membermip; they may also be external, i.e., not 
relating to the union proper, such a... pn:stigc, opportunity for propaganda, 
the creation of a general atmosphere of discontent in the worJd of labour, etc. 
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The latter kind of negative eCI!I seems to be pven eomiderable imporWlee to 
by Indian Trade Union leadm. These tendencies and the importance at­
tached to external negative cost! are accentuated by the fact that uniotll rarely 
have much continuous day-t<>-day work, and that tim .. of unrest and dispute 
are the chief occasions when its leaders come into cl<:* contact with the mass 
of labourers. 

The unsettled cbaracter of industrial labour has also important conse­
quences on the course of strikes. This feature of our labour situation may not, 
of course, make labourer.; more ready to strike. The rural population is driven 
to the cities to work, because of economic necessity, and OUT worken would not 
mon: gladly and readily suffer unemployment than workers in other countries. 
Once, bowever, a strike has been started, the consequences of the unstable 
nature of the working population become apparent. For, the almost entire 
absence of union funds, the paucity of external help that they are able to o~ 
lain, and the meagre Slaying power that they possess, force aU workers, wbo 
can, to go back to their villages almost immediately after the commencement 
of a strike. Once a mass of workers has left the city, it will not return to it 
precipitately. The cost of movement and the uncertainty of obtaining employ­
ment will tend to keep it away from the work-pla~ ror a much longer time 
than if it had stayed on in the industrial centre. This seems to be the main 
reason for the prolonged character of Indian strikes. It will most probably 
be found that where, as in Bombay, the tract from which the bulk of labour 
hails is near at hand and the cost of movement to it is, therefore, low, a con­
siderable exodus of the labouring population out of the industrial centre tak .. 
place and strikes tend to be mOrt: drawn out than at other centres. The main 
consequence of this feature i> that once a ,trike begins, it leads to prolonged 
dislocation of the industry and, therefore, to an increase in the cost to the 
community or the industrial disputt. A.. noted above, the influence of out .. 
side leadership also tends largely in tbe same direction. 

There are no short-cut methods hy whicb these difficulties of the Indian 
situation can be got over. Fundamentally it is a question of obtaining a more 
literate, more educated, and a more stable labour foree capable of throwing 
up leadm from among il>elf who will shape its policies and its philosophies in 
the light of its own peculiar needs and circumstances. All measuJ"tS which 
tend to create sucb a class will also lead to the extinction of the large initial 
difficulties with which we are confronted. 

The methods hy means of which it is poosible to intervene in industrial 
disputes have usually been put into three classes. These are (il Enquiry, 
(ii) Conciliation, (iii) Arbitration. The order suggests the incre .. ing extent 
of the scope of intervention. A committee of inquiry usually confines il>elf 
to an investigation into the eauses of the dispute, and perhaps also records its 
findings on the issues involved. The use to which reports of committees can 
he pot in the settlement of disputes is mainly of an indirect character. The 
report presents an expert independent review of the situation to the parties, to 
government, and, if published, to the public at large. It has thus an educative 
effect, and its findings may he utilised by government to put indirect pmsure 
GO either ooc: or both lilies to the dispute. Conciliation involves a more direct 
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intervention in the progI"'" 01 the dispute. Ita .....,tial nature is not that 01 
investigation or enquiry at all. The conciliator or the Beard 01 Conciliation 
need not be experts in the subject, neither need they go thoroughly into the 
issues involved. Their main function is to get the two parties to the dispute 
together and to try and reach a settlemenL Their sennces are available as in­
tennediariesJ and they are expected to smooth out the situation, to lessen mis­
understandings, and to create an atmosphere within which it will be ~ible 
to ~ach an agreement. Conciliation may often succeed, but it is not always 
and necessarily effective. Arbitration, whether compulsory or voluntary, leads, 
in the ordinary course, to a final .settlement of the dlspute; the arbitral award 
is binding on both the parties. The work of the arbitral authority is, therefore, 
somewhat akin. to that of an enquiry committee. Two differences may, how .. 
ever, be observed in the working of the two types of bodies. The report of a 
committee of enquiry or investigation being suppCEed in the main to be an 
educative or instructive document, the committee's chid concern would be an 
accurate presentation of facts and a just evaluation of arguments. The report 
of such a committee must aim at carefully arguing out the case in favour 01 
the findings at which it arrives. An arbitral authority is usually spared tho 
need of doing this in as elaborate and punctilious a manner in which it would 
be nece'SSarily d~nt" in the report of a committee. On the other hand, while 
a committee of enquiry would tend to arrive at what would appear to it to be 
the logical conclusions arising out of its rel-iew of the situation, a board 01 
arbitration must look not only to the logic, but abo to tho workability of the 
award that it presents. The latter would ordinarily tend to prefer a solution 
that appeared workable and was satisfactory to both parties than to a solution 
that was merely correct. Industrial arbitration is tsSentially "an expedient 
for finding economically a working compromise between two conflicting claims, 
neither of which is necessarily unjust orinequitable in itself.u3 

We may in thls manner pr<SCnt a theoretical classificatory deseription 
of the agencies that work for industrial peace and the reles that they are ex­
pected to play. In the world of reality the classification is not always clear, 
and one often finds bodies acting in a manner considerably different frem the 
manner in which they would in theory be apected to act. The brief analysis 
presented above may, however, prove helpful in recognising the nature of the 
various types of efforts and in perhaps more clearly visualising the reasons (or 
their success or their failure. 

Before the war of 1914-18 no attention was paid by the state in India 
to the problem of labour organisation or of labour disputes. When towards 
the end of that war the rapid rise in the price level led to labour discontent 
and the first attempts at labour organisation, it was found that leaders of labour 
organisations were not even adequately protected in law. This preliminary 
difficulty was only removed by the J>lIS'ing of the Trade Union Act of 1926. 
The cons'derable labour unrest in the post-war period led the provincial gov­
ernments of Bombay and Bengal to consider the problem 01 the settlement 01 
industrial disputes. No l<gislation was, however, undertaken as a result of 
the report o( committees then appointed. The Trade Disputes Act of 1929 
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.... the fint legislative enactment in India 10 make provision Car oIIiciaJ Ima­
vention into labour disputes. It provided mainly for the appointment of Court. 
of Enquiry or Boards of Conciliation. Even before the pa!"ing of this Act, 
Committees of Enquiry had been appointed by certain provincial governmenla 
to enquire into certain big disputes. Since the Act, USC of its provisions bas 
been made by the various provincial governments in an uneven manner. In 
recent years the only notable instance of a frequent miOrt to it was the ap­
pointment of a number of committees of enquiry by the Government of 
Madras during 1937-38. These independent committees of enquiry have at­
tained varying degrees of success, depending largely on the competence of the 
particular committee to deal with the question referred to it, and on the extent 
to which governments have exercised pressure on the two parties for obtaining 
an acceptance of the findings of the committee of enquiry. The method of an 
exhaustive investigation by a Committee of Enquiry, is, however, suited only to 
particular types of major disputes. Almast no use was made by any govern­
ment of the provisions of the 19'9 Act regarding the appointment of Boards 
of Conciliation, and the act did not provid~ for the creation of any permanent 
body of the usual type to which a dispute could be referred for arbitration ... 
a result of agreement between both parties. The Royal Conunission on La­
bour in India had drawn special anention to the negJect of conciliation in 
India. This defect was sought to be remedied by the Bombay Trade Disput .. 
Conciliation Act of 1934> and four years later the Government of Bombay a'so 
enacted a much more ambitious pieee of legislation called the Industrial Dis­
putes Act. Apart from the amendment of the Trade Disputes Act of 19'9, 
in 1938 neither the central Government not any other provincial GovemmentJ 
have undertaken any legislation in this behalf. The two Bombay Acts, thae­
fore, constitute the sole experiments in the sphere of machinery for the settle. 
ment of industrial disputes in India. It is consequently necessary to pay special 
attention to the provis:ons of these aclS and the .... ult of their working.' 

The Bombay Trade Disputes Conciliation Act of 1934 makes provisian 
for the appointment of conciliators and for the reference of a dispute to con­
ciliation either on the application of either party or both parties to the dispute 
or on an application by a Labour Offieer or upon the knowledge or informa­
tion of the conciliator himself. The Act contemplated that the Commissioner 
of Labour of the Government would be <%-olJicio the Chief Conciliator: It 
provided for the appointment of assistant conciliators and special conciliators. 
These provisions had been developed so as to provide for conciliation through 
the services of the permanent officials of the Government Labour Office. Thio 
is a development which runs parallel to the practice in many other countrir:s. 
There is unfortunately no published account available of the working of the 
Dmlbay Trade Disputes Conciliation ACL Though the area of operation of 
the Act was .... tricted to the City of Bombay, a large number of disput .. were 
referred to conciliators under the Act. It is undemood that the large majority 
of the disputes so referred were successfully settled in the conciliation stage. 



... ease a dispute ,... DOt oettIed, the eoncDiator sent a report of the praeeedlnp 
110 Government; this was, however, not publiahed. The Act provided for the 
appointment of delegates by each party 10 the dispute to appear before the 
conciliator, and if any of the pam .. was divided into more groups than one, 
each of thos< groups could be repres<nled by a separate delegate or delega ..... 
So far .. is known no difficulties were experienced in the working of th ... 
provisions. The Act also provided for the appointment of Labour Officen in 
order "to watch the interests of workmen with a view to promote hannoniOUl 
relations between employ"" and workmen and 10 take steps to represent the 
grievances of workmen to employers for the purposes of obtaining their reru--" 
Under the Act a Labour OIlieer could be appointed .. a delegate to represent 
the workmen. 

An examination of the provisions of the 1934 Ael is best made by com­
paring them with those: of the Bombay Industrial Disputcs Act of 1938. 'This 
latter is an ambitious piece of legislation dealing with a large variety of matten. 
Its consideration ra1sc:s a number of highly controversial issues of which I aball 
louch upon only a few. Perhaps the least disputed of the features of this Act 
is the central one, of compulsory conciliation. Whenever a dispute arises, il muat, 
under the Act, first be referred to conciliation, and a strike or a lockout can 
take place only afler the completion of conciliation proceedings. As a corollary 
of this central idea, all strikes or lockouts which are commenced before concilia­
tion proceedings are completed have been declared illegal. The purpose and 
character of compulsory conciliation is blOught out clearly in the following 
quotation: 

"Such temporary prohibition of open disputes is to be shaTPly distin~isbed 
in principle (rom a general prohibition or all open disputes combined with eom· 
pulsory enforcement of the awards of the conciliation and arbitration institutions. 
The fonner merely serves to ensure that the institutions will he utilised by the 
parties to dispule9 before they begin hostilities, whHe the latter deprives them com­
pletely of their freedom to enr;age in militant action. and It:ads tU a rule to stale 
regulation of an labour conditions. Whitt: in mOlt countries the legislature bas 
hesitated to engage itselF in these far·reaching consequences. it has often thought 
it useful and important to ensure that parties shall exhaust the possibilities oltet· 
tlement through the institutions created Eor the purpose oE maintaining industrial 
peace before they are permitted to take the law into their own bands. It is there­
fore comprehensible that in the many countries in which a rdonn of the con· 
ciliation and arbitration system is now under consideration. the question of the 
8u9pensive prohibition of open disputes as described above is being given consider· 
able attention.tt~ 

There is nothing substantial that can be urged against the introduction 
of this stage of compulsory conciliation before the parties embark upon war. 
The general argument ",garding interfering as litde as possible with the natural 
growth of industrial relations, which is much heard of in Great Britain in this 
connection, docs not apply to India. Similarly not much weight can be at­
tached to the consideration, sometimes urged, that compulsory conciliation wiD 
occasionally deprive one party or the other of a favourable opportunity of 
forcing the isme on the other. Lasting agreements can never be arrived at on 
the basis of temporary advantagrs1 and it is no disservice to the cause of labour 
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... of the e""""unity if strik", as weD as lockouts baaed on eonsideratiom 01 a 
/leeting advantage an: discouraged. The discouragement of the psychology 
of war is highly desirable equally with all sphcn:s of human relations, in tho 
..wement of bargains under any established ~em betw<en labour and capital. 

The Commissioner of Labour remains the Chief Conciliator under the 
J 938 Act, and as under the previous legislation, the main work of conciliation 
is expected to be carried out by officen of the Labour Office of the Government. 
The Act provides, in addition, for the constitution of Boards of Conciliation by 
the Provincial Government to deal with particular disput",. Th= Boards 
shall consist of a Chairman and an equal number of membcn selected by Gov­
ernment from pcnons reproenting the interests of employers and employeeo 
respectively. There appean to be hen: some possihility for a confusion of ideal 
and of the development of the syotem in undesirable channels. I shall, there­
fore, treat the problem involved at some length. For purp<lOG' of clarification 
we may consider as types of the two different kinds of approach, fImly, the 
activities of the Ministry of Labour in England, and secondly, the working of 
the Boards of Conciliation and Investigation of Canada. The work of the Min­
istry of Labour is largely inIluenced by the principles of informality and 
privacy. The Ministry maintains a special department for this purpose of con­
ciliation. "The work of this Department is purposely unobtrusive, its object 
being to facilitate meeting and eventual agreement between the parties at 
variance, and not in any way to appear in the guise of quasi .. arbitraton."t 
Regarding the procedure followed by the Department, there is, again, no han! 
and fast rule. c'The: method of intervention may range from an informal con­
versation or interview with the interested parties, Jeading up possibly to a 
resumption of negotiations between them, to difficult negotiations extending 
over a considerable period.'" There are no reports published regarding the 
successful or unsuccessful negotiations in conciliation conducted by the Min· 
istry of Labour. The Canadian Boards on tho other hand are ad hoc bodi .. 
created to deal with particular disputes. It is their duty to endeavour to bring 
about a settlement of the dispute; but they are not merely conciliation boards, 
they are boards of investigation as well. N. such they bave to enquire ex­
peditiously but carefully into the dispute and "all matters affecting the merits 
thereof and the right settlement thereof." The reports of the Boards of 
Conciliation and Investigation are published regularly in the Labour Gazette. 
The: one method, it will be seen, is of pure conciliation and is, therefore, private 
and informal; into the other are imported danents of a committee of enquiry. 

The Bombay Trado Disputcs Conciliation Act of 1934 seems to have 
been largely built on the English model. The practice of the Labour Office 
under the Act was also, it is und~ood, largely of that type. It is obvious that 
this ~ is eminently suited to conciliation work to be undertaken by perma­
nent officials of a Government department. The inlonnal intavention of an 
experienced and trusted public official may ce of considerable use. But if of­
ficials acted publicly and in a quasi-arbitrators capacity they are sure, in cou,.. 
of time, to be accused of bias, and the value of their good offices is bound to 
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be greatly mluced. It is further und",irable that such official!, especiaDy when 
they are connected with a Labour Department, should be forced to express defi­
nite opinions in public on matters that are subjects of violent current contro­
versy between capital and labour. Sec. 38 (4) of the Industrial Disputes Act, 
however, provides that the report of such conciliation proceedings shaD be puJ>. 
lished by Government. Provision for compulsory publication robs the concilia­
tion proceedings of the element of infonnality, and consequently of consider· 
able value:; it might also compromise the neutral position of government officers 
who "act as conciliatcm; or assistant conciliators. The position would not per~ 
haps have been bad if the report could have been confined to a bare recital of 
the facts and the actual proceedings. Unfortunately, however, the (orm in 
which the conciliator or Boards of Conciliation submit their report seems to be 
developing in a direction which is not warranted by the provisions of the Act 
and which also seems to me is undesirable. In respect of the report of the con­
ciliator the Act lays down. the Collowing: "Such report shall set forth the step! 
taken by the Conciliator, or the Chief Conciliator as the case may be, for the 
purpose of ascertaining the facts and circumstances relating to the dispute and 
the reasons on account of which, in his opinion, a settlement could not be a,r.. 
rived at." Regarding the report of the Board of Conciliation it lays down 
briefly: "On the conclusion of the proceedings before the Board, the 
Board shall, whether a settlr.ment is arrived at or not, send a report of the 
Proceedings to the Provincial Government." What I want to emphasize is that 
the Act nowhere asks for the findings of a Conciliator or a Board of Concilla· 
tion. One may contrast thtse provisions with those contained in the Canadian 
Act. This Act lays down that the report oC the Board "shall set forth the 
various proceedings and step" taken by the B<>ard for the purpose of fully and 
carefully ascertaining aD the facts and circumstances, and shall also set forth 
such facts and circumstances and its findings thereCrom, including the cause of 
the dispute and the Board's recommendation [or the settlement of the dispute 
according to the merits and substantial justice of the case." In spite, how~'tJ', 
of the clear wording of the B<>mbay Act, Conciliators and Boards of Concil~­
tion have in reports relating to recent disputes included elaborately argued 
findings and recommendations for the settlement of the dispute, and these have 
been, in the public, talked of as awards. It is, in my opinion, very necessary 
to guard against the implied confusion of thought and the misdirection of the 
machir.ery of conciliation. I am speaking at len.ct.h on this matter because 
I feel that it may yet be not too late to prevent this misdirection. I have al­
ready made dear why I think it undesirable that the official agency of concilia­
tion should act as investigating officers or quasi-arbitrators giving public findings 
on matters under di~ute. There is not the same ohjection against ad hoc pu~ 
lic boards giving findings and making recommendations. But in that case they 
must be so constituted as to be able to act as committees of enquiry, and they 
must also be directed to shape their procedure accordingly. Persons whose 
services may pro~ useful as conciliators are not necessarily competent to weigh 
carefully economic facts and give a just finrlinl! in an industrial dispute. The 
procedure of an enquiry must also be difficult and its work more elaborate 
than that of conciliation proceedings. Hasty findings by not fully competent 
pcBOw may serve to create a prejudice against the machinery for conciIiatioD 
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it>elf. I, therelore, led it necessary that Boards of Conciliation should not go 
beyond their proper spheres of work and to try and function as boards of 
investigations. 

Even in Canada it should be noted that the succ<&'! of the working of 
the Act ~ it is said, attributable in large part to subordination of the compul­
sory provisions of the Act and an cmpha.5is on the technique of conciliation. 
We read: uAnalysis of these successes reveals an administrative policy of 
reliance upon the conciliatory rather than the compulsory procedures authorized 
by the Act. Fonnally the Act provides penalties upon employers and em­
ployees for declaring lockouts or strikes or establishing protested changes in 
wages or conditions before a board has investigated and r~ported upon the dis-­
pute. Fonnally, too, the reports submitted by boards may become instruments 
fot bringing the restraints of public opinion to bear upon the parties to disputes. 
Actually the administrator> of the Act have never invoked the penalty clauses 
against either employers or employe<:s guilty 01 violations, nor have they 
actively sought to organize public opinion in any specific situation.''' 

The Bombay Industrial Disputes Act 1938 provided also for the creation 
of an Industrial Court and thus provides for the lim time some pennanent 
official machinery in India for arbitration between the two parties. Any refer. 
enee to arbitration in India must necessarily lead to a discussion of the experi. 
once of the Cotton Textile industry in Ahmedabad; and I may at this stage offer 
a few remarks on the organisation and working of the Ahmedabad T atile La­
bour Association. This labour organisation is in many ways unique in India. 
It has a continuous h!stofY of nearly twenty·five yeam, during which its mem­
bernhip has mostly grown and its strength consolidated till it now easily takes 
the fir.Jt place among unions of industrial workers in India. Its experience 
should, th.rolore, throw considerable light on the problem 01 labour organi­
sation and the scttl<ment of labour disput<:s. The working ol the Ahmedabad 
Textile Union reveals characteristics which arc essentially those of a British 
trade union. Its fonn is federal, as it is composed of a number of departmental 
unions, but this feature seems to have little influence on the actual working of 
the union. The union is recognised by the employers and is in constant touclt 
with them. One of its important functions is dealing with the grievances or 
individual workmen, and it maintains a large staff for registering complaints 
and investigating them. It conducts activities of a diverse character-medi~ 
educational, and recreational-for its members, and has also sponsored cenain 
co-operative schemes such as those of c<>-operative housing among them. The 
great peculiarity, however, (or which it has been often singled out is its scheme 
of compulsory arbitration. Before discussing this it is necessary to point out 
that the position 01 all Ahmedabad Textile Labour Association is in lIW1y 
ways very exceptional in the world of Indian labour. "In the first place," as 
the Royal Comm~ion on Labour in India observes, "Ahmedabad is almost 
unique amon~ the industrial centre; of India in that the employers and the 
larger proportion 01 the work people belong to the same part of India, and 
share not only the same religio~ but the same mother tongue." Not enough 
CJIIphasis is laid in considering the problem of industrial relations in India on 
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the differt:nces oC race, c.ultu~ or language which separates in mOlt centres aI 
industry the employer and the cmplo) ce class. But thOt considerations are 
very important as they lead to an estrangement and to a lack of sympathy be­
tween the t,,,,o parties which creates continuous difficulties in the spady set· 
tlement of disputes. The lady who has been all along the President of the 
Alunedabad Textile Labour ~iation is a sister of one of the leading and 
one of the most progressive millm .. 'l1crs in Ahmedabad, and many of the Ju,. 

sociation's early sponsors and leaders came from the same social class as the 
leaders of the industry. These facts have great innuencc on the day-to-day 
relations of the union with employers, and they lead to the aerc.ise of social 
influences and social controls which are. unfortunately, lacking in other ~ 
trcs. The weight to be attached to these considerations is significandy brought 
about when one compares the attitude of an Ahmedabad mill agent or manager 
to labour leaders with the corresponding <tttitude of persons of the same clas.s 
and similar pooition at, say, Sholapur. Secondly, it should be observed that 
funds were available from external sources to the Union at Ahmedabad from 
almost the start, which enabled it to undertake many useful activities for its 
members. These included interest amounting to nearly is. 15 thousand on 
the collection from among miUowners of th~ TiJak Swaraj Fund which is each 
year given by the committee controlling the fund to the Association for educa­
tional activities among workers. Thirdly, the ~ation was able to obtain 
ttcognition early, and all the initial difficulties of coUecting membership fees, 
etc., were saved for it by the practice, continued for many years, of the an­
ployers deducting from their wagt5 the fee dues of mr.mben; of the AsMx:iation 
and handing over the collection to the Association. In spite of these advantages 
the Association was not able till recent years to exert its influence greatly in the 
prompt detection and redress of the: individual grievances of workers. It is said 
on good grounds that the malpractices sought to be stopped by the Payment of 
Wages Act were always prevalent to a greater extent in Ahmedabad than any 
other centre of industry, and that workers in this centre profited more by the 
passing of this legislation than those in any other centre. In addition it should 
be remembered that the growth of the Association ru.. coincided with a period 
of almost continuous prosperity for the industry in Ahmedabad. The amounts 
that have been secured during the last twenty year.; by mill agents in Ahmedabad 
merely by way of agency commission are very illuminating in this connection.. 
I have brought these bets out because they seem to me to explain mort: ade­
quately the success of the Association than any peculiarity of method that I 
bave ~ able to observe in the working of the Association. 

Trust however, is not to bc:little that success. Gival the favourable cir· 
cumstanc~, fun use was made of them by leaders of the Association to organise 
workers on proper union lin~ and to consolidate their strength progre$ivdy. 
They have aho been very discrec:t and conservative in the use of this strength. 
It is wrong to believe that, because of the existence of arbitration machin~ry in 
Ahmedabad, no strikes have taken or do take place in that centre. Small sp0-
radic strikes have occurred in Ahmedabad throughout the last twenty years. The 
Associations on both "des have yet avoided open conflict on a large scale; and 
this bas been mainly due to the patience and pe=verance with which the Labour 
Aooociation baa sought an amicable settlement and sought to avoid strikca. It 
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must be admitted, on the other hand, that the employe .... while, it .. alleged, 
delaying the settlement of grievanccs as lang as possible and allowing the 
arbitration machinery to work Of Ill' at a vcry slo\\o" pac(', ha .... e also always shrunk 
at the last moment from precipitating an open di..c;pute. It is thi5 attitude on the 
part of the two Associations rather than any peculiarity of the constitution or 
working of the arbitral machinery that has saved Ahmedabad from conflicts 
costly to both sides. It is difficult to 5ay to what extent the arbitral machinery 
continues to function today. There appears to have been at least two serious 
breaches in it in recent years. One was when the Textile Labour Association 
imistcd that the claim for an increase in wages made by it in 1937 should be 
e.xamined not by the arbitral machinery but by the Textile Labour Committee· 
appointed by Government. The other, and ''''hat seemed to be an irreparable 
breach, was when the Textile Labour Association recently gave notice of change 
to the employers under the Industrial Disputes Act, demanding a war allowance. 
The essential merits of an internal system of arbitration are supposed to be 
that it works more smoothly and expeditiously than the official machinery and 
thus dispenses with the usc of official help. A machinery which breaks down 
the moment that there becomes ava:Jable an alternative official machinery 
cannot have been very strongly built. The Ahmedabad expr:rience see~ to me 
to emphasise the need for cultivating patience and discretion and a strong desire: 
to avoid open conflict on the part of leaders of Indian labour. In the best of 
eircumstancc:s, these qualities are essential to the building and consolidating of 
a proper organisation of labourers. They are required all the more where circum· 
stances, as in India generally, are not so favourable. Ahmedabad experience 
does not, however, provide any successful models of devices or of machinery of 
dealing with industrial disputes which could be recommended for being copied 
by other centres. 

The Bombay Industrial Disputes Act creates a Court of Industrial 
Arbitration in order to decide industrial disputes referred to it. ru the Royal 
Commission pointed out, a permanent tribunal has the advantages that it 
eliminates delay which is necessarily involved in constituting ad hoc bodies., and 
that it will by experience acquire intimacy with indwtrial questions and facility 
in dealing with them. The questions with which the industrial court will deal 
will be mostly those which are submitted to it by a written agreement between 
an employer and a registered union. Arbitration is thus entirely voluntary; 
official machinery is merely available to those who would avail themselves of 
it. The main difficulty in voluntary arbitration is that of persuading the parties 
to agree to submit the dispute to arbitration. The habit of referring disputes 
to arbitration can only grow slowly, its growth depending on the pressure: of 
public opinion, on the character of the leadership of both parties and the ex .. 
~rience gained of the functioning of arbitral machinery. In this r~pect one 
obvious drawback of the constitution of the Industrial Court established by the 
Bombay Act is that it will be composed entirely of persons with only judicial 
training and experience. The foregoing discu..c;sion will have made clear how 
such a training is by itself insufficient to enable a person to decide:: upon an 
industrial dispute. Further, in so far as member> of the judiciary have nonnally 
a con..<t,t:rvative turn of mind. the Industrial Court created by the Bombay Act 
may fail to oommand the confidence of workers. 
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I need n~t ref~r hc:re at t~ngth (0 the p~bility of introducing c.om­
pulsory arbitratIOn. It leads to an extension of Stale regulation to an extent 
that cannot be contemplated today' in India. Neither employers nor labourc.1'!. 
seem prepar('d to agrer: to it, and as I have pointed out, the experience even at 
Ahmedabad is not wholly favourable to its smooth working. It is at the same 
time highly desirable that in every trade and industry agreements should comt 
about between the two parties to submit aU disputes to arbitration in the ordinary 
courst:. 

The provisions of the Industrial Disputes Act which have perhaps 
excited the greatest opposition are those relating to the representation of workers 
in particular disputes. This quO')tion is of peculiar importance in India because 
of the lack of o~gani.<;alion among a large section of our industrial population 
and the sma.1I membership of existing unions. In countries where labour is well 
organised, the problem docs not either arise at all or arises only when labour 
unions, divided by grave polilicaJ or other differences, fight with each other for a 
monopoly in the representation of workers. Under the Industrial Dlsputes 
Act the representative of employees empowered to act on behalf of them means 
under particular circumstances a Union, in other case5 five representatives of 
employees elected from among themselves, and failing such r<:presentatives, the 
Labour Officer. 

The pro .... isions of the Act in the matter of Unions are as follows: 

"Under the Bomhay Industrial Dispules ACL the Registrar can register "any 
recognized union which has for the- whole of the period of six months next pre­
eeding the date of the application. II membership of not less than five per cent, 
or any other lInion which has (OT the Solid period a membership of twenty.five per 
cent of the total number of employees employed in any industry or occupation, 
as the case may be. in Ihe local aft>a: For the purposes of the Act Ihere can he 
... nly one union in any industry or occupation in a local areD.. In areas and in­
dustries. where an industrial union has already been registered. there may he 
separate unions for different occupations in one industry only jf the occupational 
union has more than twenty-five per cent of the total number of employees in that 
occupation as its mt!mbers. Again, if two unions apply for registration under the 
Act. that which has Ihe larger memhership can alone be regislercd and II: larger 
union i!I entitled to di.splace the smaller union already in exislellce. The functions 
of representing workers and negotiating on their behalf can be performed by two 
classes of unions. The first is a union which has not less than five per cenl of the 
employees concerned as it~ mE"mbers and which has been recognized by the em· 
ployer. Such a IJnion. however, can act only if the majority of the employees at~ 
feeted by any particular change are its members. The second is what is called a 
representative union. This is a union ,vhich has not been recognized by the em­
ployer. but which can perform tllese functions only when it has not less than 
twenty-fi\'e f.er cent of th~ employees concerned as its members. with this difference 
that it can act on behalf of the employees in all cases in which even some ?( the 
employees affected by a change are its members. A union which has only five 
per cent of the employees as its members, and which is not recognized by the em· 
plo)-er. can apply to the Registrar 10 he declared as a qualified union. Such a 
union cannot take _ part in negotiations between the parties, but is entit1ed to assist 
the representative of the etnployees in all proceedings under the ACI where it has 
more than fifty per cent of the employees concerned as its members."lO 
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It is dillieuJt to discover the logic behind these somewhat CODIpUated 
prcMsions, and it is difficult to see abo why they were thought to be necessary. 
In the first instance one cannot understand why any differentiation should be 
"",de by legislation in the treabnent accorded to unions recognised by em­
pIoyen and to thOllC not 10 recognised. If the principle is accepted that a 
union whOllC members fann a majority of the persons affected by a dispute 
ahall be held to represent workers in that dispute, so long as the union is a 
bona-fide workers' orgauiaation registered under the Trade Unions Act, non­
recognition of the Union by the employer or association of employers should 
certainly be no bar against the union enjoying its legal rights. A novel and 
on unwholesome principle is introduced in law when the grant of rights to a 
union is made dependent on the favour of the employer. Even if this does 
not encourage the formation of company unio.... it is bound to give the em­
ployer a pull when the matter r<Sts between two competing unions. It can­
DO! be in the interem of labour organisation that sucb a situation should arise. 
It is again difficult to ICC why a representative union should be given the ooJc 
right of representing the worke.. when the majority of workers concerned in 
the particular dispute arc not members of that union. This is certainly not 
democratic practice. It may well happen that in a centre of industry a few 
units lie outside the influence of a particular union. The representative union 
will yet be the sole party in disputes in these units if only it manages to get 
a single member from thac unilll in i13 fold. In this connection the occupa­
tional structure adopted for unions in the Act is also significant. The Regia­
trar'. powers to declare occupations and areas might well be used in certain 
cases to give a union the status of a representative union artificially and vice 
vnsa.· The provisions are thus not only illogical. but they lend them....,lv .. , 
under given conditions, to manipulations by the party in power. It is further 
difficult to understand why the act insislll that all the representatives of worke .. 
must be selected from among themselves. If the work ... SO cboose, they should 
eertainIy be allowed to elect among their representatives some outsid.... Th. 
provision does not only hit the organisers of non-registered and non-repro­
_tative unions, but abo harms the inter<Sts of the workers tbemselves. For, 
it is obvious that the representatives of workers when cbooen entirely from 
among thc:mselva will not a1wa}'l contain persons able to argue and expound 
the case of the workers. It may well be that in the majority of cases sucb per_ 
sons will be found wanting among the representatives. It should be noted that 
the 1934 Act had laid no sucb restrictions on the character of the del.gates ap­
pointed by workers to represent them, and that, in fact, non-worker lead ... 
of Jl<xnbay U ni_ were habitually sent as del.gates before the conciliator. 

The provisi_ of this chapter of the Act arc thus illogical in concep­
tion and arc likely to prove retrograde in their effect on union organisation. 
They are also unncccsoary. We may cite for the purpose the parallel of the 
practice under the Wagner Act. .The National Labour Relationa Act (U. S. A.) 
established the right of employees to self-organisation and to bargain coJ­
Icctively through representatives of their own cboosing. It naturally followed 
tbat the Act had to provide for the determination of work ... • representatives. 
In U. S. A. the condition of labour organisations is largely unsctded. There 
IUC company uniaos and also rival bodies of ordinary unions. The Act, there-
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fore, refen to no unions or organisations, but adopts the safe and simple 
majority rule. It lays down, "Representatives designated or selected for the 
purpose by a majority of the employees in a unit appropriate for such pur­
poses, shall be the exclusive representatives of all the employees in such unit 
for the purposes of collective bargaining in respect of rates of pay, wages, hours 
of emplo)ment or other conditions of employment. Provided that any indi­
vidual employee or gTOUp of employees shall h':lve the right at any time to 
present grievances to their employer." Such a provision applied unifonnly 
in all cases provides really just treatment to all concerned. This provision is 
administered by the National Labour Relatiow Board, and an elaborate set of 
rules has now sprung up for the conduct of elections and the detennination 
of representatives. The Board has, in the course of administering these pravi­
sioru;, to settle representation controversies between rival unions; but it settles 
the issue for each particular case and no penn anent monopoly of representation 
is given to any particular organisation. The Wagner Act or the Board also 
does not countenance the undemocrati<: prindple embodied in the Bombay Act 
that there can at a time be only one registered union in one area and occupation. 

The method adopted by the N. L. R. A. is reported not only to be 
working well, but also to help the growth of unionisation. The method is 
simple, logical, and fair, and seems to be the only one suitable to India under 
present conditions. l1 

Another peculiar feature of the Industrial Disputes Act is that it makes 
no difference between individual disputes and group or collective disputes. 
Such a distinct!on is, however, nece5Sary and is commonly made. The 
N. L. R. A., for example, takc:s cognizance only of collective disputes. The 
machinery for dealing with collective disputes is necessarily elaborate and 
comparatively slow in operation. Grievances or complaints of individual 
workers need on the other hand to be settled speedily. In the existing circum­
stances if a labourer has daim against the employer regarding such a matter 
as arrears of pay. he has to resort to a Civil Court. If his grievance is that 
he has been dismi~d contrary to standing orders he must, under the Industrial 
Disputes Act, give, through the Union or the Labour Office, notice of change 
to the employer calling upon the employer to reinstate him. And he would 
have to wait for the stage of conciliation proceedings, and when th:s is over he 
would yet have no certain remedy. In India where Unions are neither strong 
nor well-organised it is specially necwary that some provision is made for deal­
ing promptly with grievances of individual workmen. A prompt settlement 
of individual grievances is further desirable because collective disputes are apt 
to arise out of unredressed individual grievances. Many other countries have 
felt it necessary to institute special official machinery, usually in the shape of 
Labour Courts, to deal with this problem_ Considering the great ignorance 
and poverty of the Indian labourer and the tyranny that it is po$iblo for the 
supervisory and the managerial staff to exercise over him, it appears that the 
institution of special machinery to deal promptly with individual complaints 
is even more necessary in India than that of machinery to deal with col· 
lective disputes. 

11 Cf. W. G. Rice, .. the Determin&ti4n at EQtploy~ Rtpresea.ta.tivee," in CoUeetin 
Bup.iAing UDder the Wagner Act, Duke rnivenity, 1938-
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Finally, it is necessary to say a few words regarding the appointtncnt of 
Labour Officers fi~t made under the Act of 1934 and continued under the 
Act of 1938. The position of the Labour Officer is obviously one of great dif­
ficulty. He has not only to win the confidence of workers, but also to be able 
to wield influence with managers and agents of factories. It is significant that 
successive governments have so far appointed only high placed European of .. 
ficers as Labour officers in Bombay. The success or failure or the work of 
the Labour officer depends to an c:xtraordiparily large degree on the person 
holding the office himself. It is all the more a pity that the Labour officers 
in Bombay City do not stay in the office for longer periods continuously. 
The officers when appointed are almast entirely unacquainted with industrial 
conditions; ;'tnd in industries like the textiles, they would he of little practical 
use in wage disputes until they had acquired con.,ider~ble knowledge of the 
processes and of the complicated n:\turc of piece~rate calculations. Expericncr. 
of the work of the Labour officer in Dombay has so far not given grounds for 
the fear that was originally entertained that the appointment would hinder the 
work and growth of Labour Union!'. In most important industrial centres the 
area covered by the active work of union leaden is so small that no conflict.. 
need arise in the remedying of th~ day-ta-day grievances with \vhich the La· 
bour officer is and should be more particularly concerned. The Labour of­
ficer is hy comparison not equally useful in major disputes. Being a Govern­
ment official he cannot adopt a pronounced point of view of his own and must 
ronfine himself to an intcrpn':tation of the workers' grievances and demands. 
TIlls is, however, always a difficult matter where workers are uneducate.d and 
unorganised because it is, in this case, as much necessary to fannulate demands 
as to represent them. One cannot again be certain that the Labour officer will 
be able to interpret the demands correctly, and when there are uniorul in the 
same field the position may become distinctly awkward. Ou",ide the field of 
major disputes, however, a labour officer who is unprejudiced and sympathetic 
can do really useful work. In a big centre like Bombay the actual work that 
a single officer can get through is not considerahle, but the influence of the 
work of an energetic office.r will be felt over a much wider area than the actual 
bit on which he is able to operate. In India most sections of industrial labour 
engaged in small scale and large scale industry are unorganised; and all of . 
them stana in need oC protection. Government officials still have prestige in 
the eyes oC employers and their agents. A Government Labour OffiC~T can. 
therefore, always prove useful in aU the more important centres. As unioni­
S3.tion proceeds in particular sections of workers or industries he can withdraw 
his activities to other occupations or industries whe~ labour is still unorganised. 
The day, however, scems distant when his activity will be deemed entirely 
superfluous in the cause of watching over the intem", of labour. 
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LECI'URE VI 

THE STANDARD OF LIVING 
I SHALL now tum to a consideration of the low standard of living that 

admittedly prrvails amongst our workers, and the problems of social and state 
policy created by it. Before doing this, however, it is necessary to pay some 
attention to the view that ha.s gained ground in economic thought, in recent 
yean, that problems relating to welfare: such as those arising out of considera­
tions of standards of living do not fall within the scoFe of the economist. A 
few ol:mervations ~ called Cor on this issue in order to indicate the point of 
view I have adopted in a comidcration of these questions. 

An examination of questions of productive organisation, it is said, in­
vellve the use only of facts well·established by science and technology; ques­
tions of welfare, on the other hand, arc concerned with the satisfaction of indi­
vidual wanta about which equally valid statement cannot ~ made. But the 
distinction sought to be made in this manner between problems of productive 
orgarisation and probJems of distribution of wealth among various classes in 
lIOCiety is not a valid one. Problems of production and distribution in economic 
society cannot be divorced from each other, and their consideration is mutually 
interdependent. The problem of the rupply of labour may be presumed to 
fall within the domain of productive organisation. The supply of given quan­
tities of labour of different kinds, however, depends intimateJy on the distribu .. 
tion of wealth in society and a number of social or political forces operating 
within it. Consider, for example, the position of the educated middle classes 
in India during the 19th century. It will be generally admitted that the scales 
of remuneration obtained by them during the last 100 years were the result 
entirely of the peculiar character of the phase of political and social history 
through which the country was passing, but these scales affected very mate.. 
rially the evolution of our economic organisation. Again, it has to ce remem­

. bcred that the orientation of all economic activity depends on the effective 
demand for goods and services. This demand in its turn depends on the rn. 
tribution of wealth. It is, thus, the character of wealth distribution that gov­
erns the directions in which the productive: organ!sation will work and the: 
aims that it will set before itself. This is admitted hy a number of economists, 
but it is urged that such effects as an unequal distribution of wealth may have 
on the direction which productive activity takes may be safely neglected. It 
is not, however, clear why such effects are regarded as being negligible. That 
theM: c:fl'ects may, in fact, be very important is proved by TCference to the con­
dition of housing of the urban workers all O\'er the world. The last decade, 
specially t witnessed a large increase in building activity in mast countries in cx· 
panding centres of trade and industry. The building activity, in so far as it 
was not subsidised, Wa:J, however, confintd almost entirely to residences for 
the rich and the middle cl"""" and the construction of business premises. In 
lUDy cities in India, and it is said in many other countriC3, the standard of 
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housing of the urban middle classes showtd a distinct im""""""cnt. The buad­
ing activity and the improvement may be attributed larg<ly to the improve­
ment in the economic condition of the salariat and the fixed-monty income 
class due to the phenomenal fall in the cost of living. Little improvement, how· 
ever. took place in the housing accommodation available to the poorer classtS 
and the workers in cities. I do not want to enteT into any complicatM analysis, 
but it is obvious that had the trends in distribution of wealth been difitrtnt, 
the whole organisation of building activity might have 11«0 differently orienttd 
and this might wen have affected the technica1 development in the building 
arts and the values of urban land-sites. Once it is admitted that the aisting 
distribution of wealth in any community is the ...... It largely of political and 
social influences, it follows that the same: forces also control indirectly the 
stru.ctun: and aims of productive organisation. Whdher human ingenuity will 
be spent more on the perfection of armaments or on that of agricultural imple­
ments, whether chemical research will be directed chiefly towards the produc­
tion of higher explarives or better fertilisers, all depend on factors other than 
pureJy economic. It is then a meaningless distinction which is sougbt to be 
drawn between problems of the organisation of production and thaoe of the 
distribution of wealth. 

Apart from the difficulty of treating of problems of production as being 
distinct from the rest of social and economic life, there is another reason why 
we must pay attention to problems such as th= of the standard of living. 
As has been pointed out above, the standard of living of workers itself gr<.dy 
affects their efficiency at work. The t:fficiency of labour is an important fador 
in the detennination of efficiency of the whole productive orgtmisation. The 
problem of the standard of living is thus related not only to qu<stions of dis­
tribution, but also to those of production. I shall examine only one ,,(XCt 
of this question, that relating to the consumption of food. The human body 
has bttn likened to u a machine in perpetual proc~ of renewal." It is chiefty 
the food that man consumes that reDai~ the effect! of the various type of 
wear and tear of the human body. The science of nutrition has of mcnt years 
made grC$\t advance, and it is today possible to indicate in great detail the ef .. 
feets of the strains and stresses to which man is daily subjected and the various 
constituenlS of foods together with their quantities that it is nec"..". to consume 
in order to maintain tbt: body in a proper state of repair. Tht nutrition ex· 
pert now indicates not only in a general manner what and how much mal 
shan eat. bllt dt:termin~ scientifically the proper requimnents--qualitalWe 
and (mantitative-of food accorrling to the age and sex of the person and also 
according to the dwate in which he lives and the occupation in which ~ is 
engaged. Nutritional science thus affords us data regarding the appropriate 
food consumption of all lYJ'<'S of workers; and defines in terms of the standards 
it Stts up states of mal-nutrition, mal-nourishment. and under·noutishment rrom 
which various d:vses of society are found to stlffu. A state or under·nourish.­
ment will as dearly affect the efficiency of workers as want of Droper repairs 
afl'«ts the onxtl1ctive capacity of mechanical «Iuiomcnt: and from the point 
or view of society it is equally uneconomic to let the one wt'lrk at a point be­
low paT' as the alha. In a society which is based on individualistic enter­
prise it will, however, be nobody'. busintsS to look after the proper ... ge and 
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proper repair of the human resources of society. The mechanical equipment 
is owned entirely by the entrepreneur, and he will tend to repair it, renew it, 
or scrap it, looking to current costs of repair, renewat, or replacement 
and the productive capacity of the machines in the different states. In a slave­
economy labour would tend to be looked after in the same fashion. If slavICS 
are cheap they would tend to be work('d hard and exhausted in a few years' 
time; if dear, they might be maintained at a much higher standard of well­
being than that of free labour today. Under a free labour economy the cn· 
trepreneur does not bear any of the costs of raising and keeping- in repair the 
supply of labour. There is no cviclen(:c again to suppose that cllrrent levels of 
wages influence in any way the total supply of labour. A whole complex of 
factors-political, social, and economic-dctermin<" at any point of time and in 
any society the supply of labour available in such broad categories-as the 
skilled, semi-skilled, unskilled, etc. Variation in wage levels may affect the 
distribution of supply as Lctween particular occupations within these broad 
categories, but the total supply in the categories themselves changes only slowly 
in accordance with long term social and economic trcnru and is not influenced 
by current levels of wages. In these circumstances, the entrepreneur can have 
no interest in considering the long-term effects of wage policies. He takes 
the economic hack~ground for granted, and follows a policy appropriate to 
immediate needs and conditions. 

Society, however, cannot treat of the problem with the same attitude of 
indifference; for, it stands to lose even in the strict economic sense by a waste­
ful employment of its human resources. The length of the working-life of an 
individual is, for example, of as great importance to society as the length of 
the working-life of various parts of his buildings, plants, and equipment is to 
the individual employer. From the point of view of the individual employer 
a shorter working-life for labourers means perhaps little more than an increase 
in the percentage of turnover. The direct cost of it to him is, therefore, little. 
From the point of view of the society, however, a short working-life makes a 
great difference because it affects vitally the C05t of rearing and training a 
worker ~r work-y~r of his life. Such considerations are sometimes met with 
in the writings of economists, but I feel that they have yet been given too little 
weight. For example, when economists discuss policies like that of unanploy­
ment insurance, they will w;ually be found to emphasize the effect they have 
on discouraging a prompt adjustment to changed conditions and on the readi­
ness of labour to accept employment; but they arc not as often found to weigh 
on the other side the effect of the insurance payment in preventing physica.l 
and mental deterioration on the part of a large body of workers. It will be 
seen that considerations of the latter type become specially important if we do 
not believe in a direct connection between wage levels and unemplo)ment. 
The one social respowbility for which economists seem universally to accept 
liability is education. From Adam Smith to Dr. Hicks they are all agreed 
that State expel1dit,ure on education is economic and that if the State did not 
undertake this expenditure nobody else is likely to provide (or it. It seems to 
me that once this argument is accepted it can be legitimately extended to many 
other kinds of social expenditure. The "pure" economist may eschew the word 
welfare. If he, however, admits that a difference exists between the shQrt-tenn 
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and long-term. effects of certain ponde; regarding labour, that the individual 
employer cannot ordinarily be expected to adopt the lcng-term point of view, 
and that in such circumstances it is a social responsibility to undertake ex­
penditure which can be shown to yield a return in the long~term, then the 
worker's standard of living is a subject with which the economist is certainly 
vitally concerned. 

We might now tum to a consideration of the actual existing standard of 
living of workers in India. In this matter there are considerable data avail­
able especially in respect of inrlustrial workers in the province of Bombay. It 
is not my intention to reproduce or summarise any of this infonnation. The 
impJ'tsSion gathered from a study of the data is, however, dear. It is one of 
the great poverty of our workers, of the extremely overcrowded and un­
hygienic conditions of their home.", the lack of privacy and ordinary family 
life, the great paucity of educational, medical, or recreational facilities; their 
chronic state of indebtedness and the slender margin of their staying power; 
their low money incomes and the poor quality and insufficient quantity of 
the food they consume. Proofs of these impressions can be found in each 
one of the studies of working class family budgets that have been published so 
far in India. We have, it is true, no 5tudies measuring the extent of under­
nourishment, nor are there any studies of the varying: efficiencies of workers 
correlated with their states of nourishment and health. I have already referred 
to the results of investigations conducted by the chief Inspector of Factories, 
Bombay, into the effects on efficiency of the installation of air-conditioning 
p~antc;. Apart from snch directly measurable phenomena no inv(".stigations 
have been conducted into what may pe called the long-tenn efft:cts of the con­
ditions of li\'ing on efficiency. It is generally admitted, for example, that the 
effect of the prevalenct: of a disease like malaria is very injurious to the health 
and efficiency of workers, and that sickness accounto; for the loss of many work­
ing· days in India. Yet we posc;ess almost no ~tatistical information on ~uch 
matters. 'Vith regard spccific-ally to nutrition, the little rese:lfch work ~ far 
carried out all goes to prove: that larg-e ma.c;scs of our workers havt: an imnf· 
fident dir-t when measured not only by the international standards adopted by 
European countries. but by even the much lower tentative norm~ adopted by 
nutritional cxpt:rts in India. The standard of living of our workers is thus so 
low that it may bc presumed that anything that i'S done towards. raising it ,'lill 
be reflected, in the long term, in increased efficiency. An indirect proof of 
th:s may be indicated. It is that the efficiency of the workers is reported to be 
high wherever they are spt:cialty well paid. When one compares rliITerf'nt 
centres of an industry, the efficiency of workers is secn to vary usually with 
the level of wages paid to them. Not only is this so as a static fact. but when 
in a centre the level of wagc..o; is gradually increased the level of efficiency is a1so 
reported to increase. The mast notable instance of this phenomenon is the 
textile centre of Ahmedabad. Twenty~five years ago the level of wages in this 
centre was lower than in Bombay, and the Ahmedabad worker was, at· the 
time, not supposed to be as skilful as his prototype in Bombay. During this 
perioo, however, Ahmedabad Wl:ges first caught up with those in Bombay and 
then passed them; so that today they are distinctly on a higher leveL Even 
the Ahmedabad millowne" admit that the efficiency of their workc:s has 
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abo increased during those yearo, and the Bombay millowners allege that it 
has so far increased that even with the higher rates the labour costs per J,OOG 

spindles or 100 looms in Ahmedabad is lower than the corresponding figure 
in Bombay. 

I will then presume that in India all that could be done to raise the 
very low standard of living of the worker will be worth doing even from the 
pure!y economic point of view. We are next confronted with the question 
of the methods by which it would be possible to raise the standard of living 
and the limitations on the extent of such action. The principal ways in which 
it will be possible to act are two, (i) action regarding the wage paid by the 
employer, (iil direct OT indirect hc:lp given by the: state or society to raise the 
standarc1. of living. A great deal has heen said in fonner lectures regarding 
the dctennination of wages and their Tf:gtJlation. It has ~en pointed out that 
in India there is no evidence to believe in the continuous operation of the 
marginal pri nciple; and that wage flXation being akin to proceeds sharing, there 
is usually room for adjustment and room for changing the proportion in which 
the proceeds are shared, either under external pressure or because of an ac~ 
c~ion of strength to the bargaining position of the workers. I have already 
indicated the methods of wage regulation that seem appropriate to Indian con~ 
ditions. These will, no doubt, help to improve, in course of time, the wage 
levels in most occupations and most categories of workers. It h~ been already 
pointed out that it is wages that detennine almost solely the standard of living 
of workers in India. Even in countries where social services are highly dcvd~ 
oped, the influence of the wage level is paramount and everywhere "the qucs-­
tion of incom~ is at the root of the nutrition problem."1 We must, howcvr-r, 
recognise that there au limits to the possible action regarding wages. The 
economic wage, i.e., the wage that under existing arrangements and in the 
present economic structure a worker may obtain, is limited by the total product 
of the industry in which the worker is employed. The total net product of the 
industry is subject to catain deductions before one can arrive at the total that 
may be paid out in wages. The size and character of these deductions may not 
be aboolutdy and fixedly determined, but there are limits below which they 
cannot be forced. The total product of the industry is itself the result of the 
general character of the productive organisation, in which is also included the 
state of efficiency of workers. An improvement in the nature and dficiency 
of the productive organisation can take place slowly. Hence, while I believe 
thaI wage regulation will profit large classes of workers, the limitation on action 
by this method has to be clearly recognised. 

While doing this I should like to emphasize the necessity for Trade 
Boards to do all that they can in respect of the wages of the lowcst paid cate· 
gories of workers. I have indicated that the aim of regulation would be the 
determination of a level of wage; in each occupation below which no concern 
ought fairly to be allowed to pay. Such a fixation of the minimum wage level 
would not mean for "the average unit industry any increase in the wage hilI. It 
would increase the expenditure on labour of only the specially low wage-paying 
establishments. This procedure would be applicable to aU grades of worke .. 

l L L. O. "'Workere' Nutritioo and Social Policy," 1936. P. 8. 
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<xcept, however, tbaIe who = in the lowest-wage categories. The wage rat<> 
of those categoria of work... tv." in the better wage-paying establishments 
are usually so low that the minimum wag<: fixation macbinuy will have to 
treat them in a special manner. It will not be enough in their case: to fix tho 
wag<: only at a fair average of all the establishments, but to attempt to raise 
the general level itsell of their wage rates. In view of the conditions of living 
in industrial cities of these classes of labourers, such an effon on the part of 
!It. regulating authority will be fuUy justified. I am referring to such cia3seo 
as sweepers, miscellaneous coolies, and unskilled helpers in the industrial pro­
cesses. I have already commented on the reasons why the level of wages of 
these classes is today specially dep ..... d. This level is not likely to be raised 
except as a result of a special effort on the part of the regulating authority. 
There is no reason to Cear any special effect on the employment of thr.se cia3seo 
on account of the raising of the level of their wages. The wages paid to them 
do not constitute a large part of the total wag<:-bill of an industrial concern. 
And the employer as a rule is concerned with the total wage bill and not so 
much with particular parts of it. No displacement of this cIas of unskilled 
labour is likely to come about just because of some increase in their wage level 
Further, as we have seen, if labour.saving devices become possible or come into 
vogue such displacement is not likely to be avoided by keeping the wage at a 
low level. The extent to which an increase in the wage level of the lowest·paid 
categories is necessary or posoible will depend on the particular circumstanctS 
of the industry. An innnediate effort 01 the same magnitude will not be 
possible in each case. This is another reason why I do not Ceel that it will be 
either practicable or useful to fix immediately a figure below which no wag< 
in industry shall be paid. The regulatory authorities will no doubt lend to 
be influenced by each other's actions; and a ccnain uniformity in levels of 
wages of the main categories will be attained in course of time. But it is 
essentially desirable in a country like India that a considerable latitude be left 
to the action of regulatory authorities. The attempt to impost any attiJicial 
unifonnity when conditions of working, employment, and profit of the 
different industries arc so diverse, will merely result in lull advantage DOt 

being taken of opportunities for increase where they really exist. 

Apart from thooe classes of workers who receive the lowest wages today, 
regulation of wages cannot be expected immediatdy to do much mo~ for 
workers in general than bring up the rates in the low-paying units to a fair 
averag<:. Any later effort towards increasing the money wage received by 
various classes of workers can also te undertaken only slowly. We m"", 
therefore, look to other means than those of trying to increase the money 
wag<: for bringing about a material improvement in the standard of living of 
our workers. 

The other method is that of effort on the part of society. I shall begin 
consideration of this part of the subject by a couple of extracts from an articl. 
writtell years ago by that acute marginalist, Phillip Wiclatecd. Th •• <tide 
is entitled, "'The distinction between earnings and income and betwttD :1 

minimum wage and a decent maintenance. "2 Wicksteed writes: 

t"Tbe lluhutrial UIU'eIt and the Living Wage," 1914. 
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"11te more clearly we und~rstand what D ·wage' is, the more wisely ,han 
we dirett our efforts to secure to every true worker his true wages; but the more 
clearly and generously shall we recognise that that is not the end of our responsi· 
bility; for we can neither trust nor force the economic wage to coincide with the 
human claim. When the employer has paid the eeonomic wage he ha.s done his 
part. It remains for the citizen to do his.''! 

"Let us begin, therefore, hy recognising this important Cact that • vut 
portion of the income of our country is not currently earned at all. It follows that 
if we are determined that every citizen is to have the means of a full life, we had 
better not begin Ly closing our minds against every means of securing that result 
except a living wage. There are other possible sources of income besides earnings, 
and many of us enjoy them. If insurmountable difficulties, or dangers that we dare 
not neglect should stand in the way of a complete solution of the problem of a 
decent subsistence on the lines of a living wage, it does not follow that our aim 
is unrealisable. Why shouM not those whose earnings are insufficient for the basis 
of a human life have, .as so many of us have at present, something more thaD 
they earn ?"4 

I have suggested wage regulation in order to provide that the employer 
pays the wage that under existing arrangements is economically ~ible and 
proJlfr. The remaining action must be taken by the State, and its cost must 
be borne by the body of citizens in general. There are, of course. a large 
variety of ways in which the State can increase the standard of living of the 
workers. The most direct way would obviously be to add by means of a 
money payment to the money wage of the worker. This ic;, however~ a means 
that is nowhere advocated or adopted. Its cOst in relation to its utility would 
be too high; there would again be no guarantee that this help would necC8sarily 
be obtained by those whose needs were the greatest, or that it would be uti­
lised in the most suitable manner, In considering the aims and methods of 
special action for raising the standard of living it must be remembered that 
thc detcnnination of the e..xtent of the heJp and of the methods by which it is 
to be rendered to the worker would take place on lines very different from 
those of the dctennination of wages. The wage is dependent mainly on the 
effort put forward by the worker and his service to industryj it will have 
little to do with his individual needs or standard of living. Social action which 
aims at increasing the standard of living must, on the contrary, adopt Vtry 

different criteria. Social expenditure, in this behalf, must, if it is to be econo­
mically administered, attempt to give help to those who most need it and to 
render the help in a manner that is most effective in raising the standard 
of living of the worker and his efficiency. It is not, of course, possible in social 
action which covers large masses of workers to look minutely to individual 
requirements. Therefore, State action instead of acting directly on the 
whole income of each individual, acts usually on separate aspects of the standard 
of Hving of workers and caters for specific needs in each of these aspects. It 
is in this manner possible to provide directly for the needs most urgently felt 
and socially most desirable to be suppIled. This does not, of course, debar 
even direct payments in money. Only these would not be general payments, 
but wou1d be paid only to persons in circumstances where money payment was 
the most appropriate form of help. Examples of such money payments are 

'Op. dt., p. 86 . 
.. Op. cit., p. 7&. 
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afJorded by outdoor poor reUd, old age pensions, family allowances and cash 
benefits or payments undu certain types of insurances. 

Apart from these money payments, it is usually found desirable to 
render help in the fonn of the supply of conunodities or services to persons 
in given circumstances under certain conditions. We shall indicate, in brief, 
the chief directions in which such services are rendered by modern States in 
modern countries and the suitability and the practicability of the applications 
of the particular methods to conditions in India. One of the services for which 
the State everywhere accepts the widest responsibility is education. The sup-­
ply of educational facilities is usually not a directly paying proposition; on the 
other hand, the extent of the spread of educational facilities has undoubtedly 
an important effect on the efficiency of workers. The part played by the 
educational system of Gennany in the industrial development of that country 
during the 19th century is well-known and has often been commented upon by 
economists. ?tIere literacy may not, however, bring about much difference 
in the technical competence of a worker in industry. Literacy, however, is 
not the end but a means, and it certainly makes a great difference in the 
educability of the worker. It is possible to deal with a body of literate workers 
by means of written irutruction. It would also be much easier to explain to 
a literate worker the details of technical proc~ or the manner of piece-rate 
calculations than to one who was not literate. Literacy would thus materially 
help not only in the acquisition of simple technical knowledge, but also in a 
proper understanding of calculations regarding wagcs) and thus enable the 
worker to see that he gets a fair deal. It is not necessary to labour the point. 
An extensive spread of the system of general and technical education which 
was free and could be widely availed of is an essential respoOS:bility of the 
state. The existence of such a system must result in the improvement of the 
quality of our workers and must thus affect their efficiency. 

The second question to be considered is that regarding the nutrition 
of workers. As has been pointed out above, thc food that a worker consumes 
depends very largely on his income, and there is little that the State can do 
to help directly in this matter. The State has in some countries taken on itself 
the responsibility of supplying certain types of food to c~rtain classes of the 
population, especially to children. Action in respect of school-going children 
would largely devolve on the local authorities. Consideration of this question 
may be possible in some of the bigger industrial centres. The State can, how· 
ever~ help in this matter by indirect action in some of the ways enumerated 
below. It could help "to increase the technical efficiency of food production, 
to improve market or<~anisation, to remove trade barriers or to eliminate 
indirect taxation, particu1arly o~ commodities constituting the prime necessities 
of 1ire."~ A cheaper supply of sugar and of protective foods such as vegetables, 
fruits, and especially milk could be obtained as a result of increased technical 
efficiency and better marketing organisation. Elimination of indirect taxation 
may also be helpful. OUf customs duties are too high; also in many Indian 
cities where the octroi is an important source of municipal income its effect is 
highly regressive and its incidence is specially heavy on commodities of 

5 L L 0., "WOlken' Nutrition And Social Potier," 19:18, p .... 
[95 J 



commOft consumption of the poor, such ... food grai"., fire wood, kerMene, 
sugar, and other food product> such ... ghee, etc. Through a readjustment 
of tbe system. of imperial and local taxation, the pr<S<nt regressive element 
may be partially taken out and the poor may be saved an amount whim in 
their meagre budgets is not altogether negligible. 

In housing the workers the State can act in a more direct manner. It is 
now the universal experience that with the ordinary functioning of our teo-­

nomic system even the barest nerds in housing of industrial workers cannot be 
satisfied. The State has, therefore, had to subsidise housing even in countries 
where the income of workers is comparatively high. In India in cities like 
Bombay and Calcutta, where a low wage is combined with an extraordinarily 
bigh cost of housing accommooation, conditions in this regard are most de~ 
plorable. Rent, even for accommodation that is of the most unsatisfactory 
type, makes in these cities considerable inroads on the total income of the 
worker. It should be remembered that rent constitutes one of the most im· 
portant items in the cost of living of the worker, and an excessive payment 
on account of rent seriously affects the size of the residual income and thus 
th,. general standard of living. The effect of high rent in reducing expenditure 
"n food has been marked by many student> of the standard of living of the 
wrn-king classes. Though conditions in this respect arc specially bad in the 
bigger centres of Indian industry, almost nothing hru; so far been done to im· 
prove them. A few sporadic and ill·conceived attempts were made in Bombay 
many years ago. They failed to relieve the situation. The civic authoritics! On 

whom, after all, the main responsibility lies, have yet not bestirred themselves 
to action anywhere. The problem, it should 'be realised, is not one that can 
be dealt with by means of rent control. Its solution involves a well·thought. 
out and co-ordinated plan of slum clearance and house building. II workers 
are to be provided with decent housing, no reliance can be placed on the hap­
bazard activities of private estate agents or speculative builden:. The central 
or local government must either directly build or subsidise the bui1ding of 
houses ~ and these houses must Ix: made available at reduced rents, or a system of 
rent rebates must be introduced. This is not the place to discuss the subj«t 
at length; but I want to anphasize that the housing of worker.; is a major 
civic responsibility which seems yet to be entirely neglected. No civic au­
thorities seem to pay this subject the attention they should in planning, if 
they plan at all, the development of new areas or municipal estates. 

Nothing so much directly affect:; the efficiency of the worker 35 his 
health. "The close connection between health, housing and sanitary eomfi· 
tions is already shown by the high rates for respiratory disease and dysentery 
and diarrhcea in the urban areas.u6 Bettcr housing will thus directly lead to 
I:x:tter health. There are also many other directions in which State expen· 
diture can 1::e incurred in order to better the health of the workers. Apart 
rrom such measuIT.S as the prevention of the spread of infection and the pro-. 
vision of sanitary surroundings in the cities, the provision of free medicines and 
fRe medical attendance is what is chiefly required by the worker. For, though 
family budget statistic! reveal a little money sometimes spent by workers on 

6L L. O. "llw Wwl.;.eW StudanJ. or Livin,,- 1838, p.18. 
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Dledicints or medical treatment, the amount they can spare for the pUIJ'O'C'l 
10 small as to be of little avail at the existing prices of medicines and medica 
attendance. It has been found that in all countries «among the working 
classes especially, the level of the standard of living in respect of health, educa­
tion and social service; is dependent upon Community or State services sup­
plied free of cost."7 This, of course, applies to India with even greater fOl"Q 
than to other countries. The organisation of a State health or medical service 
is thus a matter of vital importance. Its great value in Indian conditions can­
not be ovc:r..anphasized. We have, unfortunately, little statistical data on this 
question. It is, however, well-known that a considerable part of the ab­
senteeism recorded in factories is due to ill-health among worken. There are 
again a large number of diseases prevalent in Indian industrial cities· like 
ma!aria or guint:a-wonn which sap the vitality of our labouring classes. In 
thrse cases a course of regular medical treatment is usually found to l::e of 
great value, and if taken at an early stage will save: the worker, and incidentally 
the industry also, many days of work 103t through sickness and a permanent 
impairment of energy. In the large majority of instances, the worker is both 
too poor and too ignorant to undergo a course of such treatment. No estimate 
can be made of loss in income to workers and the loss to industry due to the 
mcidence of sickness, of largely preventible character, in Indian cities. Some 
efforts have been made by governments and employers to deal with the prob­
lem, but these have been able to touch only the fringe of the problem. In all 
the major centres of industry the only effective means of dealing with it is the 
systematic organisation of a free medical service of which the workers are in­
duced to take advantage. The one way in which this can be done effectively 
would be by organising a scheme of sicknC$ insurance. I consider that sick­
ness insurance is one of the most urgent needs of industrial workers, and that 
it is a measure which is ultimately likely to provide a very !iubstantial return 
on the amount spent on it. Under a sickness insurance scheme it is usual to 
provide for free medical attendance, a free supply of medicines and al>' 
pliances, and in a case of prolonged illness some cash bendit to provide partly 
for the maintenance of the worker and his family. These are, what may be 
called, minimum benefits. Additional benefits of a diverse character are also 
given according to the funds at the disposal of the scheme. The schemes are 
usually contributory and c.ompulsory. Voluntary sch~mcs have in the ma­
jority of cases failed to work in other countries and they are certain to fail 
in India. It is too much to expect Indian workers in the present circum~ 
stances to join, in larg~ numbers, a voluntary scheme. The contributors to the 
scheme arc usually the workers, the employer, and the State. It is somc~ 
times suggested that in India no contributions to such schemes should be ex­
pected from the worker. It is likely, however, that workers win fail to rQ.1ise 
the importance of schemes to which they make no contribution, and it is per_ 
haps not fair that industrial workers who arc not among the poorest in the 
land should be provided with amenities without any c~t whatsoever to them_ 
selves. Moreover, as the proportions in which the parties are expected to con~ 
tribute to such an insurance scheme are not rigidly fixed, the charge on the 
workers can be made so light that it could be home without much inconvenience. 

'ibid, p. M. 
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The main objection that has so far been raised against the inception of 
A scheme of sickness insurance has ~en the lack of basic statistical data. No 
experimental schemes either compulsory or voluntary have hitherto been 
operated in any part of India. Moreover. no enquiries have yet been con· 
ducted into the incidence of sickness among Indian industrial workers. It is 
urged that in the absence of these data it is impossible to build up a scheme of 
sickntss insurance. It may in reply be pointed out that a large number of 
difficulties are involved in the conduct of an investigation into incidence or sick­
ness among industrial labour. A few attempts made by the Labour Office of 
the Government of Bombay brought to light these difficulties in a striking man· 
nec and failed to yield any significant results. We cannot, however, on this 
account postpone indefinitely the introduction of sickness insurance. We have 
a considerable body of data collected as the result of the experience of the 
working of sickndS insurance under a variety of conditions in countries all the 
world over. The!\C data can certainly be used for framing a tentative scheme. 
It should further be noted that {'ven when statistical data regarding the in· 
cidence of sickne5S are available, previous to the introduction of 5ickness in· 
surancc, it is the experience of many countries that the actual incidence of 
s:ckness under a scheme of insurance differs widely from that yielded by the 
data collected previously. The reasons why such a discrepancy should arise 
are obvious. The reporting of sickness and the absenteeism on account of it 
are bound to be different when workers can obtain relief and free treatment 
than when they cannot. It would, therefore, seem that the absence of pre· 
liminary data is not a serious ohjection against an attempt to introduce sick· 
ness insurance. This is so 5peciaIly because the nature of an insurance scheme 
need not be rigid. The character, number, and size of the different benefits 
can be made to vary from time to time. The scheme, as has happened in 
most countries, can huy experience as it proceeds, and adjwtments in benefits 
and to some extent in the scale of contributions also could be made if actual 
experience is different in any way from the tentative estimates made. The 
problem of the health of the industrial worker cannot be tackled satisfactorily 
without a scheme of sickn~ insurance. The benefits derived at present from 
such facilities as the State or the employers provide are neither substantial nor 
certain. Sickness insurance has been found to be the only means of adequately 
providing for this urgent need at a comparatively cheap cost; and I consider 
the immediate introduction of such a scheme as the fi~t step that should be 
taken by the State towards an increase in the standard of living of workers. 

The difficulties in the way of introducing, in India, the other important 
type of insurance-Insurance against Unemployment-are perhaps greater. 
The problems raised by Unemployment Insurance are more complex, and the 
successful working of a scheme of Unemployment Insurance depend.'i on fae· 
toI'S which are of a much more uncertain character than those which detennine 
the working of a scheme of sickness insurance. Yet the introduction of the one 
is almo.)t as important .ac; that of the other. Sicknc.'\S insurance enables the 
worker to tide over the period of forced unemployment on account of ill-health 
and makes arrangements for the medical facilities necessary for the recovery 
of health. Help is as vital to the worker during the periods when he is thrown 
out of work. The ,taying power of the Indian worker, which depend! on his 
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accumulated resourc6, is vcry meagrt. It is the experience of all countries 
that during periods oC unemplo~ment the :standard of living of the workers 
tends to deteriorate rapidly, and that undernourishment is most marked among 
the unemployed and their families. If the period of unemployment is pro­
longed, the worker may lose his skill at work and suffer, as well, a pem1ancnt 
impairment of health. In the modem world where rapid changes take place 
in technical methods of production as well as in the size of the demand for 
particular products, considerable variations are apt to occur in the volume of 
employment offered by particular industries. The workers then suffer from 
a- tum in fortune brought about by circumstances entirely beyond their con­
trol. Society must under these conditions step in to conserve the health and 
skill of the workers in the community. In India a prolonged period of un­
emplo~ment generally sends the worker to hi5 home in the village Conditions 
in respect of the: connection of the: industrial worker with the village differ 
from one centre of industry to another. There are today a number of large 
and important centres in which the connection of the industrial worker with 
the village may be said to be merely nominal, and the worker's standard of 
living suffers almost as great a fall by going back to the village a,<; it would 
if he had stayed on in the city. It would on the ,.,.,hole be better if in these 
circumstances the worker did not return to the village; for, he wOl1ld then be 
always seeking work and would be likely to find it earlier than if he left his 
place of work. It is also nec('S';3.ry for a proper administration of a scheme 
of unemployment insurance that the worker should not leave the place where 
he habitually finds employment. From this point of view also a stable labour 
force would seem to be a desideratum. Another difficulty in connection with 
the working of unemplo)ment il15urance is the uncertainty of the risks under­
taken. Prolonged period of persistent unemplo)ment in particular industries 
may bring even old-established insurance funds into difficulties. Hence un­
ernplo}ment insurance will have to be launched with greater caution than 
sickness insurance. 

Another important need of workers about which a great deal has been 
said in recent years is holidays with pay. Holidays with pay are held essential 
because they afford the labourer the necessary break in the strain and monotony 
of continuous industrial work. If holidays with pay are not provided, the 
worker can take some days off only at the loss of earnings for those days and 
he would, in the circumstances. not be inclined to take the necessary holiday 
regularly every year. It should, however, be remembered that the cost of 
holidays with pay usually falls entirely on the employer. They cannot, there­
fore, be considered as part of a progy-amme of State action towards increasing 
the worke1'5' :standard of living. Their cost would come out of the economic 
wage and not be an addition to it. In the scale of urgency also schemes of sick· 
nm and unemployment insurance would definitely precede the provision (or 
holidays with pay. Reference may be made to a variety of other activities, 
such as oM age pensions and family allowances;, undertaken by the State in 
other countrits. A number of these raise questions which are not particularly 
connected ""i.th problems of industrial labour. It is again not necessary to d.is. 
CU&\ them; as, with the extreme1y limited rC50urces at our disposal, we have to 
concentrate our attention on the fundamentally essential :services. A pro--
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gramme of workers· education and housing and of sickness and unemployment 
insurance is large enough and costly enough to occupy all the available funds 
and energies in the near future. 

A word in passing may be said about the labour welfare activitiCl under .. 
taken by some provincial govanments. \Velfare activities are no doubt wei .. 
come, but it is difficult to assess their real value to workers. Their utility again 
depends a great deal on local circumstances and the efficiency of administra­
tion in the locality. Advantages of the facilities at welfare centres. are not 
spread over the mass of workers. It seems to me, therefore, that this work is 
properly undertaken not by a provincial government but by civic authoriuC6. 
The provision of parks, libraries, playgrounds for children and recreational 
facilities (or adults are duties which are everywhere recogniud as responsi­
bilities devolving on local bodia. The provincial governments are not the 
proper authorities for administering such services, nor snould the burden of 
such highly localised services fall on provincial funds. 

It may be asked why the State should do anything specially for the in­
dustrial worker as long as he gets his proper economic wage. I have already 
indicated the ground of social responsibility and also the possibility of incre .... 
ing by these means the efficiency of the worker. I would, however, in addition 
like to say something about the character of an economic wage. The economic 
wage reflects nothing more than the way in which any particular economic 
arrangements work. It has no social or ethical implications. It is" therefore, 
distinctly unfortunate that Prof. Pigou shoUld have applied the tenn ufair" to 
the economie wage. Not only is there nothing "[air" about a particular wage, 
but one may even go so far as to say that there are no special economic im­
plicatioJU' about particular wage levels. The whole system of wage gradation 
is the result of the pre~existing- distribution ot economic, political, and social 
power and of the manner in which particular political, social, and economic 
institutions work. Unless one is inclined just to acquiesce in all that "is" and to 
grant that an these arrangements carry a special stamp of equity or reasonabJe­
ness. no particular importance can be held to attach to the existing level of 
wage payments. It used once to be maintained that most of the differences in 
levels of wage payments acted as incentives and were required to call forth the 
appropriate efforts. Even this proposition is hardly tenable today or tenable 
only within very narrow limits. It is a truism that today the work of a dis­
agreeable and ta.xing nature is perfonned fOT a mere pittance, while light and 
pleasant work commands high scales of remuneration. One may also observe 
that from country to country the levels of payments for similar types of effort 
are graded in very different ways. The institutional structure of society every­
where affects fundamentally the distribution of income. Those holding ecC)oo 
nomic power are able to levy a large tribute from society, and those deprived 
of it or of opportunities for acquiring it find it impOOiible to make a bare liv­
ing. Unless. therefore, one is inclined with the laissez fa ire phila;opher to 
treat the existing institutions and the manner of their working 3! immutable, 
it would not be poo;ible to shirk social responsibility in the matter of the pe0-
ple's standard of living. There is no presumption in favour of regarding ex­
isting conditions as fair or non-interference as the generally desirable policy. 
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It is a matter of discussing each proposal or project, without any prep<l!OCSion 
either way, on its own merits. 

Finally, a (ew words may be said about a criticism generally levelled at 
programmes for aneviating the condition of industrial labour. It is said that 
the industrial worker is much better off than the bulk of the rural popula. 
tion and that there is, therefore, much less need for the Stat< to do anything 
fo< him than for the rural population. I have noticed that thio plea most often 
proceeds from pcqple who want the State to do nothing either foe the one or 
the other. Whether the industrial worker is really better off than tbe agricul­
turist is a question whose consideration need not detain us; fOT the principles 
on which the line of action proposed above is based are applicable equally to 
the rural as to the urban population; and advocacy of one set of rdorms does 
not necessarily mean the neglect of other equally urgent ones. The social 
problem can be suitably dealt with in sections, and though the principles and 
objectives of action may be the same everywhere, their application may differ 
widely from case to case. In the matter of industrial labour its concentration 
in cities mOTe readily focuses the attention of the public on its problems; ap. 
propriatc methods of dealing with them have aL<!.o been evolved in other coun­
tries and an:: ready at hand. This does not mean that the industrial worker 
should receive any more than his due share of the attention and the funds of 
the State. It would, however, be perhaps easier to begin immediately with 
the problem o( the standard of living of the industrial worker. The acceptance 
of a body of principles and rules in dealing with him will naturally lead to an 
extension of Stale action based on them in respect of other cJasses of I()o 

cXty as well 
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