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Preface and acknowledgements

A number of scholarly studies as wa# official committee and commission reports have dealt with one or
more aspects of wages in India. However, there has not been a comprehensive report on the question of
wages, their distribution and implications for standard of living. This is thestich report. Responding

to the need for such a report from the Ministry of Labour and Employment within the Government of India,
the International Labour Organization Office for India took the initiative.

The late Professor TS Papola, a veteran econarhigpute especially in the area of labour studies, was
entrusted with the work. He began in early 2015 but could not see it through to completion; he passed away
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(ISLE), of which he was the President until recently. | had also the privilege to work closely with him as a
fellow Member of the erstwhile National Commission for Enterprises in tleeddnized Sector (20620).

Such a long association was a great advantage to my ability to carry on the work on this report and complete
it in its present form.

The initiation and completion of this report would not have been possible but for the sappistance

and contributions in various ways of a number of persons. At the ILO Office in India, Panudda Boonpala,
Director, provided leadership and constant support. Sher Verick, Deputy Director, besides monitoring the
progress, gave useful suggestionsganized consultations and provided leadership in conducting a
workshop to discuss a draft of this report. Catherine Saget, who was in the ILO India Office for a brief
period, provided useful comments on some of the earlier draft chapters. Noman lajleXdvier
Gonzalo Estupinan Serrapoovided useful inputs during consultations.

During the initial stages of the preparation of this report, Professor Papola had a number of consultations
with me as well as other academic scholars. DN Reddy providethided background paper on minimum

wages and collective bargaining scenario in the state of Andhra Pradesh (undivided). Srinatha Jagannathan
prepared a detailed note based on field studies on the implementation of minimum wages as well as the
collective bargaining situation in Maharashtra. Rajendra Mamgain provided inputs on minimum wage
implementation and related issues based on field investigations in selected locations in Delhi and UP
Manisha Bera provided excellent research assistance to Profepsta. Pa

Besides continuing my consultations with DN Reddy and Rajendra Mamgain, | also relied on extensive
consultations with G Raveendran, former Additional Director General of Central Statistical Organization
and currently Honorary Fellow, Laurie Bakerr@re for Habitat Studies (LBC) and S Madheswaran,
Professor, Institute of Social and Economic Change, Bangalore whose professional comments and
suggestions were helpful in finalizing the econometric exercises in Chapters 5 and 6. Imran Khan, Research
Assodate (LBC) provided excellent assistance in data analysis and prepared a background note on wage
trends and wage determination. Shalini Rajesh, Administrative Assistant (LBC), provided excellent
secretarial assistance.

At the workshop held on 11 Novemb2016 to discuss the draft report, | benefitted greatly from the
comments provided by PP Mitra, former Principal Advisor, and Debashish Chakrabarty, Deputy Director
General (Labour and Employment), both of the Ministry of Labour and Employment, Goveoirmeli.

SK Sasikumar, Senior Fellow at the VV Giri National Institute for Labour, Noida also provided useful
comments and suggestions. A number of academic scholars, representatives of national trade unions and
empl oyers6 associ aéandsuggsstigng. ovi ded comment s
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This final report reflects the issues and concerns raised by a number of persons mentioned above. Out of
all the issues and trends documented here, two of them stadidwage disparity along socipatial and

gender lines, and the ribo ensure, at the very least, a national minimum wage for the bottom fifth of the
working population.

KP Kannan
Chairman, Laurie Baker Centre for Habitat Studies and
Honorary Fellow, Centre for Development Studies,
Thiruvananthapuram
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1. Introduction

1.1. Background

The level ofwagesare of fundamental importance for the living standards of wage earners and their
families, irrespective of the level of economic development. They are also impodiaatorsof economic
progress and s@ justice. In recent years, many countries saw a revival of interest in wage policies and
policy tools such as minimum wagester a period of relative neglect during the 1980s and 1990s. In
developed countrigshis revival is due to the financial crisis of 2008 and its afffects on the standard

of living of a majority of the population. It was realized that trends in both employment and wages are such
that they have contributed to an increase in incomeusdy. In developing countries, especially those

that are referred to as emerging economies, the high growth rate in the economy has also led to an increase
in real wages but at a lower speedth the result that there has bemmincrease in income iggality.

Some countries have indeed experienced a reduction in income inequality but some others, like China and
India, have experienced an increase in income ineqaaliglong with a reduction in absolupeverty: It

is, thus, critical for policymakerto better understand the nature of wage policies and strategies for wage
setting to ensure preventiohincreasing income inequality.

In India, there has been considerable debate on both the trends in real wages and wagspetially

on the questn of setting a national floor level minimum wage as well as the implementation of a large set
of minimum wages in different states. Despite being labelled as an emerging econadisystatds as
member of the G20, India presents a rather differetiiqgizvhen it comes temployment and wages. The
share of population in the labour force is lower than other emerging Asian economies and the percentage
of wage labour inhetotal work force is also quite low. Wage workers constitute only a little lagshilf

the work force (48 per cent) in the economy. Thawvever does not reduce the importance of wages and
wage settingwhile it does call for a consideration of those vare selfemployed Of the other half of the
workforce, classified as seéimgoyed, an overwhelming majoritgke out a living, either based in their
homes or outside, by engaging in activititbgracterizedh s 6 Own A ¢ cnothing but digguisédd
wage labour engaged in putting out/piece rate systems of work or innaglitygsuch as streatending.
Therefore any change in the wages of wage workers will have an impact on the earnings of these workers
who get paid for the labour they put in.

While trend in wagesarean important indicator ahe welfare of the wagelependat populationthere

are other equally important dimensions to investigate. The dual nature of the economy has led to a
segmentation of the labour markeith the consideration addditional characteristics. Therefpteends

in wages will have to bexamined in terms of type of employment or labour status,-trk&n location as

well as gender. These will have to be further examined in terms of economic sectors and industries as well
as occupation. Regional dimension of wage is an important areaestigation given the large size of

the country and the variation in economic development. While a number of studies have examined these
aspects withm different timeframes it is important to place them in a comprehensive manner with a longer
time-span.

Then there is the question of wage determination in the Indian labour markets and the factors influencing
such a process. The question of wage disgatigtween gender, ¢ation and socialdentityd are of
importance from balanced growth as well as social justice points of view. Whether wage inequality has
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increased or decreased is a question of paramount impgreapeeially in the larger context of increasing
income ineqality. From a distributional point of viewequality also needs to be examined from the point

of wage sharén national income to find out whether or not wage workers have gained or lost in a relative
sense.

Finally, there is a reval of interest in the role of labour market institutieqparticularlyin the areas of
minimum wages and collective bargainisig affecting wage levels and the distribution of wages. In |[ndia

the main legislative instruments regulating wages are: the MinilWages Act, 1948; the Payment of
Wages Act, 1936; the Payment of Bonus Act, 1965; and the Equal Remuneration Act, 1976. The policy
debates have included the question of whether India should enact a national minimum wage floor (it was
adopted as a policy tfie previous government but does not enjoy statutory status) and, more recently, on
the consolidation of the above Acts into a single Labour Code on Wages (an ongoing dro2es)all

the national trade unions have mounted a campaign for a statat@yal minimum floor wage at a higher
threshold than the currently natatutory national minimum wagBeyond these legislative steps, there

are a range of challenges to implementing an effective wage policy, including some level of consensus on
the ned to ensure broader coverage of minimum wages, simplification of minimum wage structure, and
measures to improve implementation.

1.2. Objectives

Against this background, thigport,thefirst of its kind for India,seeks to provide a stotlking of the

issues thrown up by existing literature, an assessment of the sources of wage data, a fresh analysis of issues
based on unit level data (unless otherwise specified), and an assessment of the effeaftiwagessolcy

and wage setting institutions. Although the main thrust ofrépsert ison countrywide analysis, we have

been alert to the importance of the regional dimensgibichinvolves a statéevel assessment and analysis

of important issues. Therefotle objectives of thiseportare

1. Highlight major issues on the question of wages in India;

2. Catalogue all the key wage data sources including their limitations and the gaps;

3. Discussion and interpretation of wage trends, determinants and inequalitiesobased data
analysis;

4. Analysethe state of affairs in the implementation of wage policy in India with specific reference
to the implementation of the Minimum Wage Act, 1948; and

5. Outline a concise but actionable set of recommendations on data, resmediedislative/policy
response.

1.3. Methodology

This study report is an outcome of a combination of approaches adopted to suit the requirements of
collection of information and analysis of data. These are mé)lg review of the literature on select
issuegelating to wagegb) computations based on unit level data as well as administrativg@jdtald

reports on implementation of minimum wages and collective bargaining pra¢ttésteractions with
scholarsrepresentatives of trade unionsanthp | oy e r s 6 ana administratarsisiwell assexperts

from the International Labo@rganizatiorbased both in New Delhi atdtadquarter (Genevdjhe period

of analysis is 19934 to 201112, in which the initial year coincides with the implentesion of a series of

new economic reforms in Indeimed at the liberalization of the econotaynched inl991. The period
covered is the economic reform period of roughly two decades.
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On the basis of an examination of data sources, it was decidse tioeuunit level data of the Employment

and Unemployment Survey (EUS) of the National Sample Survey Organization (NSSO). This source is the
most comprehensive one for employment, unemployment and yveangka host of related soed@onomic
characteristicsFive rounds of EUS were available for this perimddwe selected the three time points of
199394, 200405 and 201112 to cover two long intervals as well as to cover the whole period.

Given the dual character of the Indian econpmgludingboth organized and unorganized or formal and
informal labour, it is not appropriate to talk about a single wage. However, wages are not worked out on
the basis of this duality but rathé&m terms of type of employment or labour stat\gorkersare referred

to as&egular worker8andéasualworker€d Dualism in the Indian economy refers not only to the sector
denoting the enterprises but also to employment. Formal employmenaaied to workers with
employment and/or social security provided by the employkile informal employment refers to its
absencelnformal employment refers to employment without any employment or social security provided
by the employerThe formal or organized sector consists largely of regular wqrkitheugh the trend is

to employ them on an informal basis that includes both regular and casual workers. The informal sector
consists overwhelmingly of casual employment. Viewed in this way, the regular and casual worker
categories broadly correspond ttee formatinformal types of employment. In the EUthe definition
adopted for these two types of employment are as follows.

@Reqular wage/salaried employekhesearep er sons who wor k -famm eotdrpgnises s é f a
(both household and ndrousdold) and, in return, receive salary or wages on a regular basis (i.e. not on

the basis of daily or periodic renewal of work contract). This cateigoiydesnot only persons getting

time wage but also persons receiving piece wagesalary and paid apgntices, both fultime and part

time.

Casual labourA personwhasc asual | 'y engage d-farmenterpribes (baththousehaldm o r
and norhousehold) and, in returneceiveswages according to the terms of the daily or periodic work
contract was considered as casual labour (NZBD4: 17.

Employment and unemployment in the EUS are measured using alternative concepts called Usual Principal
and Subsidiary Status (UPSS), Usual Principal Status (UPS) and Current Weekly Status (CWS). The
broadest measure is that of UPS8dely used in official documents as well as most academic studies. The
employment measure we have used is the first one viz. UPSS. It is defined in the EUS as follows. Under
this categoryall persons who worked for a majorrpaf the year were included as employed under
principal status. In addition, those who pursued some economic activity for less than six months but more
than 30 days in the reference year were included as subsidiary workers (for details Q2083 819).

It is importantto note what is recorded as wages. This not ardjudesmonetary remuneration received
at specified intervaldut also all other monetary and Ammonetary benefits arising out of work excluding
overtime payments. The definition adopted in the EUS is worthy of reproduction here.

fiwage and salary earningaformation on wage and salary earnings was collectestatgy for each of
the wage/salaried work recorded for a person in a day. Here, earnings referred to the wage/salary income
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(and not total earnings taking into consideration of all other activities done) received/receivable for the
wage/salaried work dorduring the reference week by a wage/salaried employee and casual labourer.

The wage/ salary received or receivable may be in cash or kind or partly in cash and partly in kind. While
recording the earnings following conventions were followgdhe wags in kind were evaluated at the
current retail pricgii) Bonus and perquisites such as free accommodation, reimbursement of expenditure
for medical treatment, free telephones, etc. evaluated at the cost of the employer or at retail prices and duly
apportbned for the reference week were also included in earnamgkii) Amount receivable as 'over

time' for the additional work done beyond normal working time was excluded. It may be noted that in the
survey, at most two activities could be recorded foerggn in a day. Therefore, it is possible that a person
might have carried out two or more wage/salaried activities in a day, but only one activity or two activities
at the most, depending upon the time spent on those activities, was recorded. In thia¢ veesge/salary

income only from that activity(s) was collected and recorded separately, and not the total income of the
person from all the acti v204i28s done for the entir

1.4. Organization of the report

Chapter 2 of this study repaets the larger context by a brief review of the literature on wages focusing

on trends in rateglisparities, discrimination and the overall question of inequality. ey pieces of

writing on this subject havéhrown up a number of issues some of whielve been further investigated
through our d& analysis and commented upon. Chapter 3 is both a cataloguing and an assessment of the
key sources of statistics on wages in Indiad provides the rationale for our selection of the unit level data
from theEUS of the NSSO for data analysis while the administrative data, with its severe limitatsns,

used for analysing wage policies and their implementation. Chapter 4 reports and analyses the results of the
data analysis on the structure and trends ineaad he trends two major types of wagésregular and

casuali have been examined from different angles such as location, gender, education, social group,
economic sector and occupation. In the process the results also bring out levels and ditpafitias

great significance from the point of economic performance as well as social justice. Chapter 5 deals with
testing a standard equation for wage determination and then goes on to discuss the issue of wage shares in
national income from the point tie worker households in the two types of employment or labour status.
Chapter 6 takes up the issue of wage inequality by deploying alternative measurements. Chapter 7 is
devoted to the regional dimension i.e. staige analysis of selected issues sushrands, disparities,
determination and inequality. Chapters 8 and 9 are devotedliscussion of wage policies, legislations

and their implementatigrfocusing on minimum wages as well as collective bargaining. Chapter 10
summarizes the findings, disses the possible explanatory factors and provides a set of recommendations.
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2. Wages in India: A review of literature
2.1. Introduction

There exists a large amount of literature on various aspects of the wage question in India. Here we review
a selecfew pieces of researdb find out what they have to say on (a) trends in wages in the economy as
well as in particular sectors, (b) wadisparities especially with regard to gender, (c) discrimination based

on social identity, (d) wage inequalities of vasdkinds, and (e) trends in wage share especially that in
relation to trend in labour productivity. Excepting a few studiesst studies do not make the distinction
between regular and casual wages since their purpose is to measure the overall didwiogedh wages

or its relationshipvith other variables such as productivity or income.

2.2. Trends in wages

The evidencef wage growth for regular and casual workers in rural and urban areas has shown a positive
trend at the aggregate level (Karan &adkthivel, 2008; Sarkar and Mehta, 2010), but the wage growth has
been slower in the pestform period (19934 to 200405) than preeform period (1983 to 19934)

(Karan and Sakthat, 2008).There was a difference in the growth ratéeegular and csual workers both

in rural and urban areas. Wage rates of casual workers grew at a slower rate in the same period even when
the regular workers earnathges which wereeveral times higher thdhat ofcasual workers (Sarkar and
Mehta, 2010). There is alsstantial wage gap between regular and casual workers both within and between
rural and urban areas. Casual workarsoth rural and urban areas earn little over one third of the wages

of regular workers (Karan and Sakt#iv2008). However, the rural anstbandisparityin wage rates has
declinedboth among regular and casual workers from 1983 to 2004 (Sarkar and Mehta, 2010). Evidence
also show that there isan overall reduction of wage gap between rural and urban areas even though the
wage gaps are sstantial (Hnatkovska and Labhiri, 2012).

Many studies have distinguished workers into regular and casual woakemoxies for formal and
informal employment. This is a rough approximation but, as the National Commission for Enterprises
(NCEUS 2007 an@009) reported, the situation has changed since the initiation of neoliberal economic
reforms. There is now an increasing divide between workers in the informal sector and informal workers.
While an overwhelming majority of workers in the informal seeti@ informal workers (e.g. casual), the
share of informal workers in the formal sector (e.g. contract, temporary, and casual workers) has increased
to such an extent that they now constitute the majority in the lattefLipeer®ent in 2004.0 (see Kanan
2014:231) and, according to our computations, 56 per cent in 221But all the regular workers are not
formal workers although all the casual workers are informal workers. Regular workers in formal sector
earn more than double the weekly wage earnings of regular workers in informal sector. Hamevey

the casual workers, wage differentials are not signifidargone cases, wage earnings of casual workers

in theinformal sector are higher than that of casual worketsaformal sector (Unni 2005Recent data
analyse here also confirm this outcome (see Ciidble 4.13.
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2.3. Focus on wages of agricultural workers

Ever since the launch ofstrategy for areen revolution in Indian agriculture in the early 1960sdesof

trends in wages of agricultural labourers assdienparticular significance. This was because a righén
wages of agricultural workers, ooéthe poorest sections in the Indian economy, held out the possibility
of a change in their standard of living. In addition, structural transformation in employment in the Indian
economy i.e. a shift of labour from agricultural and related primary a@éisito secondary and tertiary
activitie®d was at a slow pag¢such that an overwhelming majority continued to be trapped in the primary
sector of the economy. Since 2004, there has been a slightly faster pace in the employment, sadsition
that the agcultural sector of the economy accounted, in 202 1for about half the labour force. One may
say India ionthe verge of a structural transformatamsthe income share from the primary sector declined
much earlier. It istherefore important to foce on the plight of agricultural workers in terms of trends in
wages asit constitutes one of the important variables determining their income along with employment.
Since most of them are as$ets or assgtoor, employment and wag@assume an added iffcance.

Notable studies can be traced to Bardhan (1970), Krishnaji (1971), and Jose (1974 and 1988). Bardhan
(1970) studied wage rates up to 19®tand Krishnaji (1971) studied wageslofensive Agricultural
Development Programm@ADP) districts up to the period of 1948, and both the studiegported a

decline in real wages in agriculture except in Punjab and Kerala. Jose (1974), extending the analysis of
trends in agricultural wages from 1958 to 197172, found that agricultural ages in real terms have not

only increased in Punjab and Kerala but also in states like Tamil Nadu , Uttar Pradesh and Gujarat. It was
also found that the period from 1965 to 197172 had witnessednincrease in agricultural productivity

due to the intwduction of new technology of largeale high-yielding varietieswhich could have been

one of the main reasons for wage increase in the same time period. The real wages showed a further increase
in 198485 and was higher for women workers, even thabghgender disparity in wageersised (Jose,

1988). According to the MidTerm Appraisal of the Nineth Five Year Plan (Government of India 2001),

the trend in the growth of wages reversed afte1990s and the growth of agricultural wages decelerated
Sharma (2001) and Sundaram (2001) rejetiiesview. The problem seems to have risen because of the
use of different secondary data sourcebose credibility and comparabilitywere later in question
(Himanshu, 2005). Srivastava and Singh (200@stérated rural wages using all the available datarces

anddid not find any acceleration in agricultural wages in the-pafstrm period. Thefound that the manual

casual agricultural wages declined during the pefstrm period andthatmanual noragricdtural wages

showed no such decline. Analysing the determinants of agricultural wages using demand and supply
framework, Srivastava and Singh (2005) found that the key agricultural growth variables such as area under
irrigation, area under neimod grainsand agricultural productivity per workeal] had significantly smaller

impact on agricultural wages in the postorm period than in the preform period. Even though there

was a decline in public investment in agriculture in the post reform period, this had a smaller impact on the
agricultural wag. The authors found that the main determinant of agricultural wages after reforms has been
the diversification of workforce away from agriculture @hdtresponsiveness to this diversification has
increased after the reforms initiated in 1991.

Jose (20@&) has examined the levels and trends in agricultural wages of men and women in major Indian
states over a period of four decades, from 1B¥Qo 201611. The wage data used in the study was
compiled from Agricultural Wages in India. The main thrust e€dssion in the paper is to explain spatial,
temporal and gendavise variations in nominal and real wages in major Indian states. The author argues
that agreclimatic conditions and the resultant crop pattern in different states of India are key deteymina

of the gender structure of employment, in particular wage employment, within agriculture. The evidence
given in the paper shows that inttate differences in wages for men and women is widening over the

6 ILO DWT for South Asia and Country Office for India



years. On the other hand, the increase in mavagyes during the period from 1985 to 201611 is due

to the impressive growth of the production, area and yield of principal crops and the periodic revision of
mean support prices. The three major factors that explain the differential growth of geal ava: (i)
demographic transition and the net impact of migration; (ii) Impact of national rural employment guarantee
programme, and (iii) overall effect of social spending on rural wages

2.4. Wage trends in organized manufacturing

A large number of studs on trends in wages, as well as employment, in the organized manufacturing sector

in India, have been carried out. This is understandable given the expectation, based on both theory and
history, that the organized or foarmanufacturing sector will aas a leading sector in the Indian econpmy
thereby releasing a process of structural transformation resultthg averall economic development of

the country. Such an expectation is yet to be realized and the impediments and challenges seem to be much
larger than expected by theory and history. Focusing on trends in wages and wage share, we survey the
findings based on a seltion of the vast literature.

While the decade dhe1980s was marked by decline in the growth of employment in the manufigcturi

sectod in particular the fall in the number of workers in registered manufactttiiege was an
improvement in the growth rates in real net value added per worker (i.e. labour productivity) and real
earnings per worker in the sector. Isher Ahluwal@0g) attributedpolicy-induced rigidities in the labour

market as the princgb reason for the decline in employmeartd arguedthat iThe sharp increase in the
capitaHabour ratio in the first half of the 80s was associated with a sharp increaseéaltiage rate
during this periodod6o. The World Bank (1989) also r
per annum in the first hal f of the 80s and, as t |
wage rate) by virtually stojipg new hiring and retrenching existing workers to the extent possible

A number of studies challenged these findings. Papola (1994) pointed out that the increase in labour
productivity during the 1980s was much faster than the growth in real wagebaithkerefore, itcould

notbe a reason for stagnation in employment. He argued that the decline in employment in cotton textiles
and food products, which accounted for a sizeable part of factory employment, was caused by the closure
of mills due to sickess and rationalization due to obsolescence. Kannan (1994) demonstrated that the
increase in product wage in organized manufacturing was lower than labour productivity during 1973 to
1988 although the difference declined since the early 1980s. The éétlinis dynamic efficiency in some
industries could have been due to other factors, such as industrial sickness, supply constraints with regard
to certain inputs or problems in capacity utilization. Nagaraj (1994), however, contradicted the findings of
Ahluwalia and the World Bank and argued that in the decade beginning809&ployment growth

turned negative along with an increase in the total person days (edayshworked in registered
manufacturingwhich suggested that the observed increasmainings per worker could, at least partly,
represent his (or her) compensation for greater effort and may not necessarily imply an increase in the wage
rate, as has been argued. With the help of the data, Nagaraj also argued that while earnings per worker
registered manufacturing increased at 3.2 percent in the decade beginnit&) 18@enings per mashay
increased at only 1.6 per cent per annum, which was less than the corresponding real per capita GDP growth
rate during the same period (2.7 percent)

Ajit Ghose (2005)c i t i ng four stri king f act sincarbparisdntokatedti ad s ¢
Asian countries (Indonesia, Korea Republic, Malaysia, Taiwan, and Thailand), argued that the sector
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happens to st-wage lowptod u @tsi vai toyhdéi gshect or (on the basi

Statistics Database of the year 1994). Both the ratio of average wage in organized manufacturing to per
capita GDP and the employment content of value added were much higher in India than irsiather A
countries. One implication of such a trait was that while the organized manufacturing sector in India
employs mainly sermkilled and higkskilled labour, this labour is less productive than the industrially
advancing Asian countries mentioned abdvBose further stated that the movements in wages and prices
were favourable to employment growth in the 1970s and adverse in the 1980s and thesih®80s
employment elasticity was high in the 1970s, zero in the 1980s and positive but low in the 19800 It

to be noted that the sensitivity of employment growth to movements in the relative price of manufactures
(and hence to movement in produgige) increased sharply over time; this was insignificant in the 1970s,
significant but weak in the 1980sdawery strong in the 1990s.

In a study on the impact of economic liberalization on employment and wages in Indian industry, Bhalotra
(2002) finds important intestate differentials in wages. In the 1980s, nominal earnings in Andhra Pradesh
were almost 5@er cent below the Indian average, and those in Maharashtra almost 50 per cent above. And,
these wage differentials were remarkably stable, showing no tendency to narrow between 1979 and 1989.
The statewise variation in earnings was-cemputed after cdrolling for differences in industrial
composition. The pure state effects thus identified were still found to be very large. This indicates large
dispersion of earnings within each industry across staténdia Thus, despite considerable migration
acress states, there appears to be stpeific labour markets.

Goldar and Banga (2005) in their analysis of assessing the extent of gains in labour productivity that got
translated into higher wages used tisggies data on real wage rate and labour mtddty for the
organized manufacturing sector of different staéaswell as such timseries data at the dlidia level.

They have concluded that between 19B5and 1992000, labour productivity (gross value added per
employee deflated by manufactugi price index) in organized manufacturing grew at a trend rate of 5.8
per cent per annum. The trend growth rate in real product wage (emoluments per employee deflated by
manufacturing price index) in this period was much lgweabout 1.3 per cent pemraum.

In the period miel970s to miell980s growth rate in real wages by and large maintained parity with growth
rate in labour productivity. However, since the f@B0s, wage growth has been lagging behind
productivity growth. The gap between produitiivgrowth and real wages growth was more than 3
percentage point per annum in the period 1985 to 1999. This may be attributed to weakening of the
bargaining strength of labour. The decline of the public sector may have been a contributing factor since
thewage setting in public sector plays an important role on the wage setting in the private sector.

With regard to the observed gap between growth rates in labour productivity and real wages-budiae all
level during the period 19786 to 19992000, they have found that in Gujarat, Himachal Pradesh,
Maharashtra and Uttar Pradesh, the growth rate of labour productivity duringg138019992000 was
relatively higher. In all these cases, the growth rate of real wages lagged well behind the grawth rate
labour productivity. On the other hand, in Assam, Kerala, Tamil Nadu and West Bengal, the growth rate of
labour productivity was relatively low. In all these cases, the gap between labour productivity growth and
real wages growth was relatively sma@lmong the rest, there was a significant gap between growth rates
in labour productivity and wage rate in Andhra Pradesh, Bibdisha and Rajasthan. By contrast, the gap

was relatively small in Haryana and Punjab, which might have something to do witgticultura
development in these states.
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Across states, there was a significant positive correlation (r=0.5) between growth rates of labour
productivity and real wages, indicating that labour productivity exerts an important influence in wage
setting.But, the regression coefficient is found to be 0.25, significantly lower than one. The implication is
that a hike in labour productivity would leaddanuch less than proportionate hike in real wages. It has
been noted above that the growth rate inweses by and large maintained parity with the growth rate in
labour productivity in the period from the mil@70s to miel980s. Butsince the miell980s, wage growth

has been lagging behind productivity growth.

In a nutshell, the analysis presented bydaoand Banga brings out that in the period since thel®@fs,

t he growt h i n r e aZedmaautpewingihas beemlabdirg betinddhe gramthiin labour
productivity. The analysis of timgeries data for states and cross section datarieedigit industries of

different states revealed a positive relationship between labour productivity and wage rate, but the marginal
effect of labour productivity on wage rate as well as the elasticity was found to be low. The implication is
that only asmall part of the gain in labour productivity gets translated into wage increase. Further, results
of a detailed econometric analysis of determinants of wage rate presented in their study clearly indicate that
labour market conditions matter a lot in wagdting. The stronger the trade unions, the higher the wages
earned by industrial workers. Greater labour market flexibility tends to push wages down. On the other
hand, a good investment climate raises the industrial wages.

Goldar, in another paper (2@3), presented a detailed analysis of trends in wagagjamizednanufacturing
at the twedigit level based on the Annual Survey of Industries (ASI) for the period-2938 200708.

Much of these findings in this study were similar joeviousperiodsin the study discussed (Goldand

Banga 2005).

2.5. Gender -based wage disparities and their association with
discrimination

Labour markets in India are characterized by gebdsed disparities in wagdsrespective of labour
status,region, sector ooccupation. Despite some decline over time the disparity continues, more so in

rural areas than urban areas. Rustagi (2005) finds substantial wage disparity between male and female
workers across levels of education, type of employment, different irekiatrd locations that place women

workers in an disadvantaged position. Female workergddfhpercent lower wages in rural areas and 25

percent lower wages in urban areas thlagir male counterpartsn regular work in 20005. The wage

differentials oer the years have largely declineding to the higher wage growth of female workers as
compared tdhat of male workers (Karan and SaktHiv2008). Some studies such @sraisamy (1995,

1998, 1999), Divakaran (1996), Glinskaya and Lokshin (2005), Kin¢id38v), Kingdon and Unni (1997),

Jacob (2006 Mukherjee and Majurratt (2011),Chakraborty and Mukherjee (201#gve estimated earning

functions of male and female workers, @rdken upearning differentials into two partene reflecting

di fference in producti ve ¢andthearestareunexpiainegdcampooant 6 e n d c
often attributedo6 di scri mi nati on effectd. The significant |
the productive characteristitiencdt remains unexplainethisis often attributed to discrimination against

female workesin the Indian labour markets.
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Bhattacharjeeand Hnatkovska (2015) examine the evolution of gender gaps in education, occupation
choices, and wages in Indising NSSO data for the year 1983 and 2010. The study appliedb&ie8
Blinder-Oaxaca decomposition method and Recentered Influence Function (RIF) regressions for
decompositions at different quantiles of the wage distribution. The results show thapsheage shrunk

quite sharply between men and womienmost indicators. The gender wage gaps have declined across
most percentiles of income groypxcluding the 90th percentile. While convergence in measured attributes
like education accounts for modtthe decline in the gap in other income groups, the decline in the gender
wage gap of the 90th percentileuisexplained with measured attributes predicting that the gap should
have widened. The gaps have narrowed most sharply for the youngest cothertsankforce suggesting

that measured gaps will decline even more sharply over the next two decades.

Madheswaran and Khasnobis (2007) have estimated the extent of gender wage discrimination using NSSO
data for the year 1983 to 1999. By usinghedecanposition method, the studinds that in regular labour

market, the extent ahe gender wage differential has declined from 0.40 in 1983 to 0.26 in-2Q0O.
From1983 to 19922000, the contribution of endowment difference to the raw wage differantialduced

while the extent of discriminatiomas found to be widening but the reverse happenediecasual labour

market.

Khanna (2012) has estimated gender wage discrimination among regularsiorketia by using NSS

(200910) data. The quantileegression decomposition method was usebiréak upthe wage gap at

different quantiles of the wage distribution. The findings of the study reveal the existeric&af i c ky FI| o001
in theregular labour market.

Duraisamy and Duraisamy (2014) have estadatccupational segregation and gender wage discrimination
among wage workers using NSSO data for the year 1983 to1201By using Oaxaca and Ransom
method, and theDuncan and IP index, the study finds that occupational segregation has increased during
the study period. There is considerable variation across the states and employment type. On the other hand,
there isa remarkable increase in wages in the past decade and female wage growth has been faster than
male wage growth. The gender wage gap haknaelcover the years. The estimates of wage functions not
controlling for industry and occupation suggest that about 81 percent of the wage differences are
unaccountedor and couldstem fromdiscrimination part of this may be due to difference in theichmf
occupation and industry.

Deshpande, Goel and Khanna (2015) have explored gender wage gaps among regular wage/salaried
workers in India using NSSO data for the year 12080 and 20094.0. The BlindetOaxaca decomposition

method and quantile regressidecomposition methadereused tobreak upthe gender wage gap at the

mean andseveral differenguantiles of the wage distribution. The findings of the study show that the
average wage gap for regular workers, expressed as a percentage of femateveageag has declined

from 30 percent to 26 percent during the study period.
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2.6. Wage discrimination due to social identity

Castediscrimination

Similarly, discrimination against sodiiaand economically backward sections of society has beesjer

concern while studying Indian labour marke®sudies based on field surveys for urban areas by Banerjee

and Knight (1985) observed that, fAThere isdindeed
discrimination is the greatest in operative jobs, in which contacts are more important for recruitment,
compared withwhite ol | ar j obs in which recruitment involve
Indian labour markets continue to discriminataingt SCs/STs, especialiyhile recruiting workers in

regular wage and salaried jobs? According to Das and Dutta (2007), based on the NSSO dat€@Dfr 2004

while chances of securing a regular job were 21.5 per cent in the case of higher caste Hindiesethey

only 12.4 per cent and 6.7 per cent in the cds®Cs and STs, respectively.

Madheswaran and Atewell (2007) studied caste discrimination in Indian urban labour nbatketgerms

of earnings andhe nature obccupationsThey calculated that &/ST workers received, on an average,
wages thatverel5 per cent lower thathose ohonSC/ST workers. This led them to conclubat SGSTs

are discriminate@gainstin boththe public and private sectarThe discrimination component was higher

in theprivate sector than ithepublic sectorbut between the two time periodsfrom 199394 and 1999

20000 it has decreased both This decline isharper inthepublic sectorit should be notedmportantly,
themajor part of the wage gap is dueditierences in human capital endowments. Authors also found that
occupational discrimination (access to high paying occupations) is more pronounced than wage
discriminaton within a given occupation.

In the first major correspondence study in India, @heat.al (2007) sent out identical resumes to private
companies, both domestic companies and multinational corporations (MNCSs), in response to newspaper
advertisements in New Delhi during 2606. The only difference in the resumes was the easily iddifia
names of applicants: Hindu upper caste, Hindu Dalit, and Musliespectively The study revealed
significant differences between chlhcks to the Hindu upper castes and the other two categories. These
findings are confirmed by Siddique (2009) irt@dy of Chennai. Shestedadditionally, for the interaction
between caste and gender, and finds that the lowediazzlE are received by Dalit women.

There are studies of hiring practices which emphasize the role of networks and that of informal and
personalized recruitment, where who you know is often more important than what you know. In a college
to-work study, which tried to uncover the exact pathways through which discrimination manifests itself,
Deshpande and Newman (2007) tracked a groupudgésts from the three premier Indian universities in

Delhi for two years in an effort to understand what jobs they got, how they got them, and what their
interview experiences were. It turned out that employers were extremely conscious of the so¢jabfdenti

the applicant, all the while professing deep allegiance only to the merit of the candidate. In an employer
attitude survey, Jodhka and Newman (2007) find that employers, including MNCs, universally use the
language of merit. However, managers ar@bli t o t he unequal playing fie
Commitment to merit is voiced alongside convictions that meritsisibiited by caste and region.

Interestingly, Chakravarty and Somanathan (2008) carried out acftU-Ah medabad 6 sof 2006 b
MBA graduates; they find that graduates belonging to Scheduled Castes or Scheduled Tribes get
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significantly lower wages than those in the general category. This difference disappears once their lower
Grade Point Averages are taken into account, suggebgt the large wage difference is due to the weaker

(on average) academic performance of SC/ST candidates. Banerjee, Bertrand, Datta, Mullainathan (2008)
have shown the role of <cast e arsditwarecahdicagtentesd by n | ndi
sending 3160 fictitious resumes in response to 371 job openings in and around Delhi that were advertised

in major city papers and online job sites. Comtita Attewell and Thorat (2007), Banerjextal. (2008)

study shows t h a teidentitiessde notesignfitantly affact tise &alllaek slecisions of firms

in these rapidlygrowing sectors of the Indian econonay this stage

Singhari and Madheswaran (2016) have estimated the extent of caste discrimirthéoadnlar salaried
urban labour market in Indigheyhavecarried outa separatstudyfor public and private sector workers
using NSSO data for the ysdr99394 to 201112. The findings of the study show tltla¢ contribution of
endowment difference to raw wage gap is enhian that of discrimination. Discrimination causes 19.4 and
31.7 percent lower wages for SCs in the public and private sectors respeaivetympared to equally
gualified people belonging to whateusuallyseen a® f o r wa r But ccaumatioealistriminatiord
unequal access to jobseemconsiderably more important than wage discrimination in both public and
private sectors in Indidhe authors argue a casetioe extension of affirmative action policy to the private
sector.

2.7. Discrimination based on religious identity

Economists have traditionally viewed economiassl divisios as a source of social conflict. There is,
however, an increasing perception that living standards of groups divided along ethnic or religious lines
may be a bigger source of conflicts than traditional divisions along class lines (e.g., Stewart, 2001,
Varshney, 2001). Despite the importance of irg#rnic groups and inteeligious differences in economic
conditions, however, there are relativedyfstudiesvhichfocus on this issue.

The only three papers, till datghich use micro level data in tHadian context to examine inteeligious
differences are by Borooah and lyer (2005) on school enrollment rates across religious groups; and by
Borooah, Dubey and lyer (2006) on categories of employment status across different caste/religion groups.
Recenly, Bhaumik and Chakarabarty (2007) used Oaigader decompositioomethodsto study the

wage gap between religious groups. The results indicate that educational differences between Hindu and
Muslim wage earners, especially differences in the propoofievage earners with tertiary education, are
largely responsible for the differences in the average (log) earnings of the two religious groups across the
years.

2.8. Wage disparity due to other factors

Apart from wage differences across gendergetgb employment and location, differences also exist
between private and public secand between informal and formal sesidhe main characteristics af

labour market in a developing economy like India. Studies such as Duraiswamy and Duraiswamy, 1995;
Madheswaran, 1998; Madheswaran and Shroff, 20@¥Ingthe Blinder Decomposition analysifound

that workers irthe private sector earn higher wages thianse inthe public sectorThe major portion of

1 These studies are based on small sample surveys.
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the wage difference is attributed to differences idosvments. The returns to productive characteristics
were not found to be higher the private sector for workers belonging to socially disadvantageous groups
(SCand ST) and female workers. In contrast to the aboeationed studies, Glinskaya and Lokshi
(2007) using nationally representative sanmgpkhow that the public sector wage premium ranges between
62 per centand 102per cenbver the privatdormal sectorpn averageand between 16der cenand 259

per centover the informakasual sectodepending on the choice of methodology. The wage differentials
in India tend to be higher in rural as compared to urban areas, and are highestavoaren than men
says the studyNot unexpectedly, wage differensallso tend to be higher for leskilled workers. There

is considerable evidence of an increase in the wage differential betweerlIBBaNd 1992000.
Analysingthe wage differentials across the wage distribution, Azam and Prakash (2015)atyoudblic
sector workers earn more than pravaector workers across the entire distribution irrespective of gender
and location.

2.9. Wage inequality

Thelndian economyafter the economic reforms tife 1980s and 1990Qsvitnessed higher growth rates in
GDP thanin the previous perigdwhich seemsto havewitnessedncreased income inequality aftdre

1990s Acharya and Matrijit (2000Deaton and Dreze, 2002; Cain, Hasan, Magsombdlagdon, 2010).
Overall wage inequality also increased aftiee 1980s and 1990s (Kijma, 2006; Mehta and Hasan, 2012;
Dutta, 2005; Sarkar and Mehta, 20R&raham, 200). Increasing wage inequality has not been uniform
across different tymof employment. Wage inequality among casual workers both in rural and urban areas
has consistently decreased from 1983 to 204 Sakar and Mehta, 2010Abraham, 200Y. Wage
inequality among regular workers has increased (Dutta 2005) both in rural and weasir{Sarkar and
Mehta, 2010).

Galbraith et al. (2004) compute inequality measures using grouped data (grouped by industayeand
relating to earnings (calculated as the annual wage bill divided by the number of workers) in the organized
manufacturing sector. The study found that manufacturing pay inequality in India has risen both across
sectors and across regions, thougharstrongly across sectors.

Examining the causes of wage inequality, Kijima (2006) found that increased wage inequalitytftiuring
1980s was due to observed skills such as education and work expexieifed the 1990sanincrease in
wage inequalityvas due to returns to observed skills in higher educaparicularly These changes had
occurred at the upper half of the wage distribyteanevidenced by Azam (201%)ho analysed the change

in the returns and the composition of workforce acroserthiee distribution fromheearly 1980s to 2004

05. Kijima (2006) speculated that the increase in wage inequality had to dihetithde liberalization of

the 1990s. Mehta and Hasan (2012xamining the effect of trade and service liberalization onewag
inequality in Indiafound that labour relocations and wage shifts attributable to liberalization account for
only one third of the increase in wage inequality between B9@2004; the rest is due to change in
industry wages and skill premiums tla@énot empiricaly attributed to liberalization.

Recent work on wage inequality by Rodgers andh8ararajan (2016) has covered a larger canvas as well

as a longer period. The larger canvas takes into account wage inequality as well as income inequality (by
taking household consumption expenditure as a proxy). The longer period covers almost three decades,
from 1983 to 201112 using data for four roundeamely, 1983, 19994, 200405 and 201412. Some
significant results have emerged. First, wage inetyuddicreased during 19839394, the latter marking
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the initial period of economic reforms. During the first ten yea®831.994), it increased but subsequently
(199394 to 200405), it increased andthendeclined again during 20885 to 201112. Of couse, this

overall pattern is the result of a set of varying patterns based on location, gender, education, social group
identity, occupation and so on. In generatal wage inequality has been declining not just during the last
period but since 1983; hower, the urban wage inequality has been showing a secular increase. The authors
suggest that this could be a sign of growing integratidhefuralurban labour market. We would agree

with this with the proviso that it is more discernible for the casiaur market and more for male workers.

The work of Rodgers and Soumdajan (2016)whichreached us when we had almost completed the data
analysis, confirms many of our own findings in this study report. They report a decline in the disparity
betweerwages for casualorkersandthose ofregular workersas well as betwedhe wages ofmale and

female workers. Results of the factors contributing to wage inequality include age, gender, and location,
type of employment, education, social group, regiocgupation and industry of employment. The
contribution of education emerges as the largest but the authors argue, rightly in our view, that education
cannot be treated as an exogenous variable but as an endogenayigemnits close link with gender,

sacial group identity and region. The comparison of wage inequality with incemeogsumption)
inequality revealed that they seem to move in the opposite dire8ticaiutiousinterpretation of results is

the strengthof this monographwhich leads the ahbrs toconclude thafit he pi cture that
complex. Inequalities take many forms and affect groups of the population in different ways. Nor are the
relationships consistent in different parts of India, so what is observed at the national leved aray

amal gam of different patterns in different region

2.10. Trends in wage inequality between skilled and unskilled labour

Over the last few decades, in the wakglobalization the growing wage inequalitf skilled and unskilled
labourgroupshas been a global phenomenon, occurring in both developed and developing countries. The
theme has attracted a great deal of attention in lladid there have been a number of studies in recent
years which have discussed it. Accordingtihe HeckscheitOhlin model and the Stoplk&amuelson
theorems, when a developing country gets increasingly integrated with the world economy through trade,
it should experience an increase in the wage of unskilled labour and, therefore, a reduction in tfag@wage
between skilled and unskilled labour. However,rimdity of thisexperience has been otherwise.

There are several possible explanations. These include: (a) protection being relatively greater for unskilled
labourintensive products before the imition of trade reforms; (b) trade in intermediate product or
outsourcing by developed countries causing average skill intensity of production to go up in both the
developed and developing countries; (c) increased capital flow to developing countriestacdstal
requiring the use of more skilled labour; and (d) trexieiced skiltbiased technological change (Goldberg

and Pavcnik, 2007; Hanson, 2009). The bulk of the researcted outon the issue of wage inequality
between skilled and unskilled lalmain the Indian context has considered the situation in manufacturing.

Roy (2012) has presented estimates of the skill premium in different major sectors of the Indian economy
during the years 19934, 19992000, 200405 and 2009.0. Workers with secondary educatioradtigher

level of education are regarded as skilleddthose witha lower than secondary level of education are
regarded as unskilled. The ratio of the daily earnings of skilled workers to unskilled workers, as defined
above, is taken as the skill premium. The estimates indicate that the skill premium destivnesh 1993

94 and 20040 in the following cases: (a) rural male workers in agriculture; (b) rural male workers in
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construction(c) rural male workers engaged in various services seutohsding financial intermediation,
insurance and business sees; (d) urban female workers engaged in the electricity sector, and trade, hotels
and restaurants; and (e) urban male workers in mining, and trade, hotels and restaurants. Evidently, the
upward trend in wage inequality between skilled and unskilled weodaes not hold universally true in all
sectors of the Indian economy; it did not occur in certain components of the major sectors. In contrast, the
manufacturing sector seems to have experienced a significant increase in the skill premium over time.

This increase in skill premium in the manufacturing sector couldple downto several factors.
Chamarbagwala (2006) found that relative demand shifts contributed to relative wage shifts, and that
increases in the demand for skilled labour were mostly dskéltapgradingwithin industries. On the basis

of the findings of her analysis, she comes to the conclusion that international trade in manufactures
benefited skilled men (in terms of wages) but hurt skilled women. For the same period-@D0988sing

NSS data, Kumar and Mishra (2008) found a robust relationship between trade policy changes and changes
in industry wage premiums overtime. Their econometric results indicated that a lowering of tariff rates
leads toan improvement iproductivity, which, inturn, raises wages. They argued that reductions in tariff
were disproportionately higher in industriggich employ a large share of unskilled labdviberalization
inducedwage increases in these sectors, which implies a reduction in wage ineduatigytime, this was
perhaps the only study undertaken for India which comes to the conclusion thdibeealezationhas
reduced wage inequality in industries. In a recent study, Mishra and Das (2012) came out with similar
results.

However, some othestudies reported a different set of results. Giming ASI data with the Prowess
database of CMIE, Banga (2005) found that Foreign Direct Investment (FDI), trade and technology have a
differential impact on wage inequality. Higher FDI increases wage atigguwhile the higher export
intensity of an industry is associated with lower wage inequality. Technological progress is found to be
skill-biased. Hence, the higher the extent of technology acquisition in an industry, the higher the degree of
wage ineqality. In a subsequent study using indudayel ASI data for the period 1999 to 200405,

Hashim and Banga (2009) came to the conclusion that trade increases wage inequality, since it raises the
wages of skilled labour more than that of unskilled labou

Sen (2008) used industry level ASI data for the period 1RF® 199798. His database is similar to that

of Banga (2005), but it covers a longer period. He tested for two alternative explanations for the increase
in wage inequality between skilledchanskilled labour: one based on the Hecksbielin model, and the

other based on skibbiased technical change. In line with the findings of Chamarbagwala (2006), he found
that much of the increase in wage inequality in India was due to viittiirstry slifts in favour of skilled

labour. He found empirical support for both the hypotheses that he tested. He conclutladgimetuced
technological progress has led to an increase in relative skill intensity and wage inequality within industries.
Also, accading to him, the decline in protection during the pe$brm period was relatively higher in the
unskilled labouintensive industries, which led to a relative fall in the econanue return to unskilled

labour relative to skilled labour. Abraham (2010%ing ASI data for the period 1998 to 200405,

focused on the effect of Information Technology (IT) investment on wage inequality. Two alternative
hypotheses are considered in his study: (a) wage inequality being caused bysettotat shift in dmand
structure; and (b) it being caused by an hsteatoral shift in production technology. He finds that inter
sector shifts in demand structure explain only a small part of the increase in the wage share of skilled
workers. Rather, the main cause igarsector shift in production technology. He concludes that while the
scale effect and capitakill complementarities tend to give partial explanations for the increasing share of
the skilled worker in wages, the most consistent and quantitativelydapdgnation is given by the effect

of the intensity of IT application in the production process.
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Ramaswamy (2008), using ASI data for the period 18810 200405, reported that changes in output
(scale effect), capitadutput ratio and the contract werk intensity contributed positively to wage
inequality in Indian manufacturing. In a similar study for the period 28¥®, Srivastava and Mathur

(2011) concluded that trade in manufactuyiag well as technolog¥as contributed towards rising wage

inequality between skilled and unskilled labour in Indian industries.

Taking five measures of wage inequality (the sKillagskilled wage ratio, the Gini coefficient, the ratio of

the 90" percentile to the median incontke ratio of the median income to the 10th percentile, and the ratio

of the 90th percentile to the 10th percentile income), Sadhukhan (2012), who makes use of both NSS and
ASI data, finds that the contractuaiion of industrial labour has been resporesiok the increase in the

wage gap between skilled and unskilled labour. Howetvbas had a negative effect on thé 50 wage

ratio and the 9010 wage ratio. By way of explanation, Sadhukhan argues thabgiskd technological

change reduces the wagéor unskilled labour (around the median wage earners)ttaidhere is a
possibility of a downward wage rigidity of the 10th percentile wage, which causes the negative effect of
skill-biased technological change on thé& BDwage ratio.

While the stutes mentioned above provide an indication of the direction of effect, there is also a need to
assess the quantum of the effect. The question which arises is whether the entire increase in wage inequality
between skilled and unskilled labour observed fatidn manufacturing can be attributed to trade
liberalization. Mehta and Hasan (2011) address this question in their study and come to the conclusion that
about 90 per cent of the increase in wage inequality is attributable toag@ables rather than deables.

The portion of the increase in wage inequality, which can be traced to kbé&aalirelating to trade, is only

about 13 per cent. Also, the effect of services libzatitin in causing wage inequality is greater than the

effect of trade liberatiation. They are of the view that if liberadiion did, in fact, contribute significantly

to increased inequality, the bulk of its effects arose from the general equilibrium effects.

To sum up, there has been a significant increase in wage inequaligebetkilled and unskilled workers
in I ndiabds manuf arefdrnupetiod. interddustrinl changes lexglaiponlg & small part
of the observed increase in wage inequality; there areiimdtestry effects. These intindustry effects
seem o be attributable to tradaduced skiltbiased technological change and the growing use of contract
workers in manufacturing, among other causes. While trade lisiah is definitely responsible for the
increase in wage inequality, there are probaiher explanatory factors unconnected with trade, which
explain a major part of the increase in inequality that has taken place (Goldar 2013).

2.11. Trends in wage share

It is by now well acknowledged that the recent experiencierdlization and globalizain has led to a

shift of economic power away from labour and in favour of capital. One of the powerful measures of this
distribution is the wage share in output that has decreased in most countries of the world (Rodriguez and
Jayadev, 2010). India is nxeeption. Therelevantliterature suggests that trade openness could be an
important factor influencing the labour income sharee ifhpact of import competition on profit margins

may enhance the wage share. The tindaced changes in the compositioihproduction may have an

impact on the overall labour income share depending on whether the industries with a high wage share go
up or go down in importance. The trade openness may impact the union strength, which, in turn, may affect
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the labour income shar The enhanced availability of the imported input may encouragehoffing, and

thus impact the wage shafnalysingcrosscountry data, Rodrik (1998) and Harrison (2002) have found

a negative connection bet we e ncomésharesGamymgoutakimiarr ade
analysis for manufacturing, Onaran (2007) finds that increasing export intensity led to a decline in the wage
share in Turkey and Mexico, but no significant effect was seen in Korea. Evidently, going by the available
literature, it is not unreasonable to expect an adverse effect of trade Zdt@alion the wage share in

Indian manufacturing.

2.12. Trends in wage share for broad sectors of the economy

Goldar (2013) presents estimates of the wadggesfor the periods 1998 to 199595 and 20008 to

200910 in broad sectors of the Indian economy. The main limitation of this exercise is that it is confined
only to theorganizedcomponent of each sectdo avoid theissue of splitting the mixed income of
unorganizecenterprses. The wage share in value added has gone down during thefpost period in

most sectors. The decline in the case of manufacturing was about 10 percentage points between the periods
199394 to 199-95, and 20008 to 200910. The decline is much gttea in construction, hotels and
restaurants; storage; and transport other than railways. Taking all the sectors together, the fall in wage share
was 10 percentage points between the periods-29%8 199-95 and 20008 to 200910. A limitation of

this esimate is that it keeps most of the agricultural sector out of the computation, since only a small
component of the agricultural sectooiganizedHence, Goldar attempts to make an estimate of the wage
share at the economy level by taking into accounuti@ganizedsector enterprises. He has adopted a
simple approach suggested and implemented by Krueger (1999): out of the mixed income of the
unomanizedsector enterprises, twbirds may be taken as labour income andtbirel as capital income.

Taking this approach, the estimated wage share in the economy was found to be 61 per cent during the
period 199394 to 199595, which came down to 43 pegnt during the period 20a¥8 to 200910. It seems

that the wage share in GDP in India has declined by approximately 1.3 percentage points per year during
the postreform period. He further reveals that this fall is not due to-seetoral shifts in pruction.

Rather, the reason for the fall in the wage share at the economy level is that the wage share has declined in
most sectors.

2.13. Analysis of trends in wage share in organized manufacturing

In a study to examine the O6jobless growthd in I|Ind
of nearly a quarter century (192005), Kannan and Raveendran (20@@roduced in Kannan 2014: Ch.4)

reported a secular decline in wage share @sgwvalue added. In 1982 the wage share was close to 42

per centwhichdeclined to 32 per cent during 1998 when the economic reforms were initiated. In the

very next year i.e199394, the wage share dropped to 28.7 per,@m@tting in motion anber phase of

secular decline that saw the wage share to close to 21 per cent i0200% study found that despite no
cheapening of the cost of capital, there has been an increase in capital intensityasvesllas in what

was identrktiaednad @ndbdbé¢gob di splacingd groups of i
in capital intensity since the early 1990s compared to the 1980s. An explanation to this phenomenon was
sought in the changing nature and composition of demand farfaared products both in the domestic

and foreign marketsSuch demands canieom the economicallywell-off classesof the society Trade

policies, credit policies, technology acquisition policies and fiscal policadisfavoured capitaintensive

projects producing such goods. Politically speaking, the period also witnessed a decline in the power of
trade unions.

ILO DWT for South Asia and Country Office for India 17



Later studies extended the period of analysis when data became available and confirmed the findings on
trends in wages in organized manufacturifgr example, Goldar (2015) calculatée share of wages in

the gross value added in different tdigit industries of organized manufacturing for the time period: 1993

94 to 199595 and 20096 to 200708. A clea downward trend in the wage share was noted for the
organized manufacturing sector as a whole as well as many of tkdigivindustries within it. Changes

in the production composition as well as capital intensity seemed to explain a part of thedotbselivie

in wage share. The implication is that the increase in capital inteasity be connected with the reforms.
Decline in the bargaining power of trade unions was also put forward as an additional factor (Goldar, 2004a;
Goldar and Aggarwal, 2003)ut the increasing capital intensity of production was quite evident from an
earlier study as well (Goldar, 2004b). (Shastry and Ramana Murty (2003) reported an increase i the mark
up, coupled with an increase in the ratio of materials to wages. Howéierani and Hashim (2009)
reported labousaving technical change as an important explanatory factor.

2.14. Summing up

The main points that emerge from the review are as folla)sTi{ere has been a significant increase in

wage inequality between skiledén unski | I ed workers in I ndiads man
reform period; (b) Intemdustrial changes explain only a small part of the observed increase in wage
inequality; there are intrendustry effects; (c) These intiadustry effects seeno e attributable to trade

induced skillbiased technological change and the growing use of contract workers in manufacturing,
among other causes; and (d) While tréideralizationis definitely responsible for the increase in wage
inequality, there arerpbably other explanatory factors unconnected with trade, which explain a mgjor p

of the increase in inequality that has taken place.

An analysis of the trends in the wage share revealed a downward trend in the wage share in value added in
most sectors of the Indian economy and in most industries constituting the manufacturing sector. The
factors that explain the downward trend in thggvahare in manufacturing include the reduced bargaining
power of trade unions, increasing capital intensity of production, an increase kupnaokipled with an

increase in the ratio of materials to wages, and labaving technical chang&tudiesindicate that
increases in export intensity had a depressing effect on the wage share.

The recent wage trends i n | nthéraehbwageingeaseinthe sbctana nu f é
has slowed down since the early years of the last decadeyriyiniue to the growth in informality and
corresponding rise in vulnerability in the manufacturing sector. A number of studies have confirmed that
thecasualization of jobs in Indiabs organized sect
that are not backed by any form of job security or social protection (NCEUS, 2009; Sharma and Sasikumatr,
1996; Bhandari and Heshmati, 260Bapola and Sahu, 201ZTheemployment generation that toplace

in the organized sector pastonomic reforms tsabeen largely informal in nature. Surveys by and large

have shown that employment expansion in the manufacturing sector during the early 1990s took place
mostly through a nepermanent workforce. Since informal workersiganizedenterprises are moreteh

than not excluded from the scope of regulations stipulating conditions of work, retrenchment and minimum

2 Bhandari and Heshmg®006) concurstating that the share of contract as well as temporary workers in the Indian manufacturing
sector, excluding administrative and managerial workessdbabled over the period 192901.
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wages that are applicable to their formal counterparts, there has been an overall decline in the rate of
increase of wages in the sector.

The shit from wages to profits, and, to a lesser degree, from rent and interest to profits, is large, and is
obviously closely connected with the acceleration of growth in the last few years, though direction of cause
to consequence is not clear. In any casamibunts to a substantial shift in income towards capital, thus
contributing to the overall increase in income inequality. Another way of looking at the same data is by
convertingit into per employee terms.

There are many possible reasons for the iser@athe profit share. One obvious possibility is an increase

in the capital intensity of production. The data shows that there is some increase in capital intensity, in the
sense that fixed capital per employee rises faster than the wage bill per emplaybe relative increase

is modest, and certainly not enough to explain the substantial increase in the profit share (Sood et al 2014).

A distinct shift in labour practices has been observed in the last couple of decades where enterprises in the
organized/formal sector of the economy are showing greater proclivity to hiring workers under casual or
other flexible contracts which are comparatively cheapsusregular formal workers. This has enabled

the employers to reduce the labour cost in prodndgticER 2014).
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3. Sources of statistics on wages

3.1. Introduction

Wage statistics in India are available from several official sources. Theyedapadly divided into two
categories: surveys and returnader various labour laws. Scope, coverage, details and periogicity
from one source to another. We present in the following sections a brief account of these sources.

3.2. Survey-based sources

3.2.1. Employment and Unemployment Survey s (EUS),NSSO

The most comprehensive database on employment and unemployment including wages is the quinquennial
EmploymentUnemployment Surveys (EUS) carried out by the National Sample Survey Office (NSSO)
under the Ministry of Statistics and Programplementation(MOSPI), Government of India. These
surveys collect information from all the statesd Union Territories in India. Data is collected on daily

wage and salary earnings by casual labourers and regular wage/salaried employees for the work done for
each of theseven days of the reference week. The wage data from this source has been widely used for
research purposes to assess the changes in wages of different category of workers in different sectors and
economic activities, particularly becausesithe only st of data on the subject which coverscaliegories

of workers in the economy and is amenable to disaggregation by rural/urban regions, gender, social groups
and States. Since the unit level data set is released after every round, a large numberrafentspudies

have been carried out by researchers on several aspects of employment and unempimjuuamng

wages.

The first such survey was carried out during October 19%2ptember 1973 (#Found of NSSO).
Including the last employment andemployment survey of NSS 68th round (July 201dne 2012), nine

such comprehensive surveys on the employment and unemployment situation in India have so far been
conducted by NSSO. The®8und survey covered 1.02 lakh households (59,700 in rues arel 42,024

in urban areas) enumerating 4.57 lakh persons (280,763 in rusibaied 76,236 in urban areas).

Data is collected with components of wage and salary earnings received in cash amtldtgtaccording
towhether the same are receivethiece rate or nepiece rate basis. The industrial activity the individual

is engaged in and his/her occupation code are also recorded. Particulars of age, sex, educational level (both
general and technical education) of the wage/salary earners @a@valable. For regular wage/salaried
employees, the bonus and perquisites such as free accommodation, reimbursement of expenditure for
medical treatment, free telephones, etc., received are evaluated as the cost to the employer at retail prices
and dulyapportioned for the reference week and included in their earnings. The wage rates are estimated
from these data on wage and salary earnings.

Average wage/ salary earnings per day received by the following categories of persons ebagedts
are regudrly published by the NSSO for each State/UT:

(i) regular wage/ salaried employees;
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(i) casual labourers engaged in works other than public works;

(i) casual labourers engaged in public works othem tiMahatma Gandhi National Rural
Employment Guarantee (MGNREG) pubWworks; and

(iv) casual labourers of age-B9 years engaged in MGNREG public works.

Further disaggregated tabulations can be done as per requireasents data can be classified by various
parameters mentioned above. The adoption of uniform concepts and definitionsfatloasparability
over time and space. Usually processing takes around one and a Igalflgeanain limitation of this data
setis that the surveys are conducted at five year intervals (though there are exceptiomstivnsrevey

is conducted before or aftive years).

We understand that a major decision has been taken this year (2016) to conduct annuabsginaisy
perhaps with 201-18. This marks an important and positive development since data on several aspects of
employment and unemployment will now be available on an annual basis.

3.2.2. Employment and Unemployment  Survey (EUS), Labour Bureau

The Labour Bureau, undehd Ministry of Labour & Employment, has started conducting Annual
Employmentand Unemployment Surveyd&EUS) from 200910. The schedule canvassed in these surveys
hasaprovision for collecting data on wage and salary, in cash or kind. Till now four rofisdsh survey
havebeen conductedhe last being the Annual Employmebinemployment Survey 201B4.The field

work of fifth Annual Employmenrtynemployment Survey is in progress. The survey is conducted in all
districts of the States/UTs covering morerttome lakh households. In the last round survey (in 2&)&

sample of 1.37 lakh households, 6.80 lakh persons were covered. All the labour force estimates derived and
presented in the report are based on persons aged 15 years and above only. Tresalisvase presented

in five volumes. The concepts and definitions adopted by the Labour Bureau are similar to those used by
the NSSO. However, no tables on wage rates based on this data are availablepiortsreleased by the
LabourBureau.

One cold say that these surveys are akin to the quinquennial EUS of the NSSO but carried out by an
organization which does not have the required and trained statistical staff at its disposal at the field level.
Therefore the issue has received the attentioheoBtatistical Commission of Indiahich has proposed

that the NSSO will henceforth conduct the EUS on an annual basis. This proposal has now been accepted
by the Government of Indigeferred to earlier in Section 3.1

3.2.3. Agricultural Wages in India (AWI )

The Directorate of Economics and Statistics (DES) in the Ministry of Agriculture (MoA)ki@ment of

India, collects data on wages of selected agricultural anehgoauliural occupations through the state
governments. Data are collected by the lo¢atials, patwaris, primary teachers, etc. and are transmitted

through district and state authorities to DES. Wage data is collected and compiled for the following
operationsia) skilled labouri carpenter, blacksmith and cobbler, (b) Field laboploughing, sowing,

weeding reaping & harvesting, (@bher agricultural labour watering, carrying load, cleaning silt, digging

well embarkation, tilling, plucking etc. and (d) Herdsman. DES publishes data in the form of simple
averages of daily and monthiyage r at es, in its annual publicati o
(AWI). Wage data from AWI has been widely used by MoA officials and researchers, particularly to
construct longerm time series of agricultural wages, as this is the oniscemfdata for this purpose.

ILO DWT for South Asia and Country Office for India 21



Its coverage has, however, been found to be limited. Though the state governments are expected to cover
all the districts, failing which at least one in five districts, actual coverage is much smaller in many states.
The smallsize ofthe sampled only one village in a distridd is also seen as another limitation of this

data. It also needs to be noted that the list of occupations is not revised to include new occupations since
the keginning of the survey in 1952.

These limitatims are now being addressed by the introduction of a new series for data on rural wages that
we discuss below.

3.2.4. Survey on Wage Rates in Rural India

TheLabour Bureau has beeegularly publishingVage Rates in Rural Ind@n the basis of data collected

by the National Sample Survey Office (NSS€@)gardingl8 agricultural and neagricultural occupations
involving manual work. Following the recommendations of a Working Group, set up by the Central
Statistical Office on the advice of the National StatistiCammission, wage rate data is now being
collected for 25 occupations (12 agricultural and 13-agmcultural) wef. November, 2013. The
occupations selected for compilation of daily wage rates collected every month are as follows:

Agricultural Occupations Non-agricultural Occupations
1 Ploughing/Tilling workers 1 Carpenter
2 Sowing (including Planting/Transplanting/Weeding 2 Blacksmith
workers
3 Harvesting/Winnowing/Threshing workers 3  Mason
4 Picking workers (includingea,cotton,tobacco and 4 Weavers
other commercial crops)
5 Horticulture workers (including nursery growers) 5 Beedi makers
6 Fishermen inland 6 Bamboo, cane basket weavers
7 Fishermen coastal/deesea 7 Handicraft workers
g8 Loggers and wood cutters 8 Plumbers
Q9 Animal husbandry workers (including poultry 9 Electrician
workers, dairy workers and herdsman)
10 Packaging labourers, agriculture 10 Construction workers (for roads, dams, industrial &
project construction worlvell diggers)
11 General agricultural labourers (including 11 LMV & Tractor drivers
watering/irrigation workers, etc.)
12 Plant protection workers (applying pesticides, treat 12 Nornragricultural laboureréncluding porters, loaders)
seeds, etc.)

13 Sweeping/ cleaning workers

The wage rate datacollected along with rural retail prices from 600 sample villages spread over 20 States.
Data is collected througtegular allindia surveg conducted annually. Data collection from these sample
villages is staggered over the four weeks of a mamithh onefourth of the villages covered every week.

The days of canvassing are fixed. The village functionaries likpathehayasecretarypatwai and other

village or block officialsare the primary informants for collection of data on wage rates. The data on normal
working hours and the prevailing wage rates in cash and kind are coliectddrwise (Labour Bureau,
2015a).The monthwise averag wage rates are worked oustdtelevel and also all-India level. At the

first stage, the data received from the different villages for duration of less or more than the normal working
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hours are adjusted for eight hours working day. Similarly, patgrierkind such as foedrains, cooked

food, tea, fodder, etc. are converted in cash at the prevailing local retail prices. In the next stage, a simple
arithmetic average of these normalized daily wage rates is worked out occwpaB@andyenderwise fa

each State. Statgise averages are restricted only to those occupations where the number of quotations is
five or more in order to avoid apparent inconsistency in wages paid to different categories of workers on
account of differences in number of quaias. However, for working out alhdia averages, all those
neglected quotations are taken into account to arrive at total number of quotatiohsdia ddlvel. Atthe

all-India level also, the number of quotations for working out occupatiea aveages are restricted to

five or more (Labour Bureau, 2015a). The mewibe average daily wage rates thus worked out at State
level and at allndia level are released regularly to the users through various sources. Though the data
collected provides a retar source of information on wages in different occupaidimey relate only to
selected occupations.

The critical point here is the role of investigators who collect the data. While they are local persons expected
to have knowledge of the local ard¢lae crucial points arthat: (a) statistical data collection is not their

main job, and (b) the training required for such data collection might be a limited one. At the same time,
the expansion of the list of occupations covered as well as the numlaenmesvillages are certainly an
improvement over the AWI. Over a period of tinttes source may constitute an important source of data

on wages in rural India.

3.2.5. Rural Labour Enquiry (RLE)

Labour Bureau also publishes quinquennial Rural Labour Enquig)Riports based on the data collected

in the NSSO surveys of Employment and Unemployment covering all India. The Labour Bureau has been
conducting aHindia enquiries on agricultural/rural labourers through NSSO since-3B50he first and
second roundsf agricultural labour enquiry were conducted in 1:330and 195&7 respectively. Later,

it was extended to cover all Rural Labour Households, including agricultural labour households. First RLE
was conducted during 1963. Subsequent RLEs were condualedng 197475; 197778; 1983; 1987

88; 199394, 19992000, 200405 and 20040. Data on demographic structure, employment and
unemployment, wages and eaugs, consumption expenditure, indebtedness and general characteristics
collected and reporteddm the survey. Information on wage rates relate to 18 agricultural anrd non
agricultural occupations. Other objectives of Rural Labour Enquiries are following:

1. Collection of basic data required for revision/construction of new series ofi@hbbersfor
Agricultural and Rural Labourers.

2. Derivation of reliable estimates on important socioeconomic characteristics of rural labour in
general and agricultural labour in particular.

3. Analysis of the trends in the socioeconomic conditions of rural labour households.

RLE reports are the most important official source of statistics on agricultural and rural workers in India.
However, data processing and dissemination takes aroungefiwe whichrestricts the usefulness of the
information for policy purposes. Since the unit level data of the EW&8eased with a shorter tirtag,
independent studies on the condition of rural labour are not dependent on these reports.

3.2.6. Cost of culti vation studies (Commission on Agricultural Costs and Prices -CACP)

Directorate of Economics and Statistics in the Ministry of Agriculture (DESMOA) collects data on cost of
production of crops through cost of cultivation studies for a class avatoits béonging to a particular
region. Thecosts of cultivation studiesvhich are an extension of earlier Farm Management Stalses
provide data on wage$he data collected under the Farm Management Studies lacked consistency and
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uniformity in terms ofconcepts and definitions and data availability at regular time ingeivak to this
these studiesweredisconrh ued and a n eGommpehdngveschemeforicastlofecwtivadion
of principal cropéwas launched in 19701. It was meant to ca@tt continuous and representatiatadon
cost structure of crops.

The wage rates obtained through these studies are based on a better sampling and estimatiopetedhnique
are considered as superior to other data sources. However, costs of cultivatien do not publish the

wage estimates on a regular basis. Moreover, there have been chantjeseonvih respect to the number

of crops included in the cost of cultivation studies (it started with two crops viz., wheat and bajra; at present
29 cropsare included). Though, several studies tried to work out the wage rates using the CACP data,
mostly by government agencies and policy makers, lack of data in a published format is a deterrent in using
these to analyse the trends in wageshas already ba pointed out by some scholars (e.g. Nadhanael,
2012).

3.2.7. Occupational Wages Surveys

The Occupational WageSurveys carried out by the Labour Bureau provide occupatise data on
employment structure, wage rates and earnings in selected manufactunimgy amd plantation and
service sector industries. The informationvsikable by sex, age, system of wage payment, industry and
stratum.TheLabour Bureau has already completed five rounds of Occupational Wage Surveysximd
round is in progress. It would cover 56 industries (consisting oh4be manufacturing sectdiour in
mining, three in plantationandfour in the service sectpr

Occupational Wage Surveys have the potential of being a comprehensive souvagesfin non
agricultural sector; but the coverage and-negularity of survey constrain their use for that purpose. For
example, only four activities are covered under the service satten that sector has emerged as a leading
sector in the Indian ecomy in terms of growth.

3.2.8. Annual Survey of Industries  (ASI)

Data on workerdés earnings in the organized manuf a
1948) sectors collected annually through the Annual Survey of Industries (ASI) under thec@an of

Statistics Act, 1953. This includes basic wages, dearness allowances, houstheerllawances and

regular bonuses. The statistics of wages/salaries of employees in establishments covered under ASI are thus
available annually for all the &es/U.Ts as well as fall-India. These are compiled separately for male
workers, female workers and contract workers. Dmtso separately available for production wosker
supervisory and managerial staff and other employees. ASI data enabless arfaljgges in relation to
productivity, capital intensity, share of wages in value added etc., as ASI collects patdwartionrelated

variables besides wages. ASI data has been extensively used for computing certain averages and ratios for
the organied manufacturing sector. Data processing and dissemination takes around two years. Based on
the ASI data a large number of studies are being carried out to understand the trend in earnisgareyage

profit share and so on.

Given the importance giveo the organized manufacturing sector in state policies and programmes, it is
important to reduce the time lag in processing and dissemination of data. There have been reports that the
compliance rate is also coming down despite the mandatory obligatbmvered enterprises. Efforts will

have to be made to ensure compliance by all covered enterprises.
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3.3. Sources based on annual returns under labour laws

3.3.1. Annual return under Payment of Wages Act, 1936

The Labour Bureau collects and compiles data annualbverage daily employment, gross wage bill, per
capita annuatfaily earnings of workers etc., from the annual statutory returns submitted by the State
Governments/Union Territories under the Payment of Wages Act, 1936. This Act is applicable to workers
enployed in the construction industry, civil and transport services, motor transport services, mines,
plantations, oil fields, docks, wharfs, jetties and establishments declared as factories under the Factories
Act, 1948. Over the years, vani® amendmentsalve been carried ouinderthe Act widening its scope

and coverage. Earligthe Act applied to workers earning less than Rs. 1600 per month. This ceiling was
raised tdNR 6500 in 2005, téNR 10,000 in 2007 and further tNR 18000 in September, 2012. $ome

states, it has also been made applicable to enterprises registered under the Shops and Commercial
Establishment Act. In some, its applicability has also been extended to all workérs covered
establishments.

Various States and Union Territesi collect statistics of earnings of factory workers on an annual basis
under the Payment of Wages Act, 1936. The returns received by the Labour Bureau from the States/Union
Territories contain industrwise information on the following items:

(a) number of fatories covered under the Act and submitting returns;

(b) average daily employment during the year;

(c) total mandays worked during the year; and

(d) total gross wage bhill, before deductions, broken up into components like basic wages, cash
allowances, bonus, arrears and money value of concessions, etc.

The Act defines wages as all remuneration (whether by way of salary, allowances-oristhexpressed

in terms of money or capable of being so expressed which would, if the terms of employment, expressed
or implied, were fulfilled, be payable to a person employed in respect of his employment or of work done
in such employment.

Average daily employment ian industry is derived by dividing total attendance during the year by the
number of working days observed by that industhe Btal gross wage bill for an industmyhen divided

by the corresponding average daily employmgetds the per capita annugdrnings. The per capita daily
earnings are derived by dividing thesswage bill for a year by total mastays worked in tht year (Labour
Bureau, 2015c).

Data compiled by the Labour Bureau are published-sise and industrise, ata two digit level for
manufacturing industriegn the Indian Labour Year BookThe percentage distribution of annual earnings

of employees in these industries over components like basic wages, allowances, money value of
concessions, bonus, etc. is also presented. tRmitef per capita annual earnings of plantation workers
collected under the Payment of Wages Act, 1936 are also published by the Labour Buredundiarthe
Labour Year Book
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Though the information collected is quite extensive in its coverage and addphovided a relatively
comprehensive source of data on earnings in different activities in tregnionltural establishment sector,

there is a serious deficiency in the actual receipt of returns. For example, for the figures published, for 2009
and 200, information was received only froeight States /U.Ts; and, even in thesates only 23% and

15% of the factories submitted returns for 2009 and 2010 respectively. This highly incomplete information
has been published in 2015. Usuafiyocessing andissemination of theata takes around three years.

Therefore, a high percentage of rmampliance and considerable delay in processing and dissemination of
information has considerably reduced the value of this source of data. If these two issuEsessed
effectively this could emerge as an important source of information on the earnings of low wage workers
in the noragricultural sector of the economy. This could then help shape appropriate policy responses by
the government.

3.3.2. Returns on Minimum Wages Act, 1948

The Minimum Wages Act, 1948 empowers both Central and State Governments to fixfreviseitnum
rates of wages for the scheduled employments under their respectdiction. The minimum rates of
wages also include Special Allowance. Variable Dearness Allowance (VDA) linked to Consumer Price
Index Number, which is revised twice a year effective from April@otbber (Labour Bureau, 2015b).

The Labour Bureau brings out an annual report on the working of Minimum Wages Act, 1ibé8oaisis

of returns/reports received from various Stdt@/ governments containing information inter alia on
employments added, employments in which the minimum wages were fixed for the first time, the minimum
wages in different scheduled employmentsvalent during the year, the range of minimum wages and
comparative minimum wage rates prevailing in scheduled employpet¢nits

As the data on minimum wages are supplied by the state governments as and when they are fixed and
revised, it can safely be assed that the information on the rates of minimum wages fixed for different
employments/ activities in different states/ regions is complete and up to date. However, the reports on
implementation of minimum wages released by the Labour Bureau show that orhority of States/

UTs (often less than 12 out of a total of 35) submit returns to the Labour Bureau. Further, in respect of the
reporting States/ UTs, the response rate (percentage of number of establishments which submitted returns
out of the totakstablishments covered under the Act) was very low, being less than 15% for most, if not
all, reporting States/UTs. It is also to be noted that this source does not provide information on whether the
minimum wages fixed for any category of workers arealstyaid, except when cases of roompliance

are detected and acted upon. Also, processing and dissemination takes 1y months to be completed.

Given the high rate of necompliance in submitting returns, both by state governments and Union
Territories as well as establishments covered by the Act, the information disserisnatedery useful
Administrative measures such as increasing the staff size and instituting more inspections are likely to be
an effective solution. Periodic survgy®videan alternative to the present highly ineffective administrative
system that should receithe consideration of the Ministry of Labour, Government of Indiad be
revisited
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3.3.3. Annual return on Mines Act, 1952

The directorate, oGeneral Mines Safg (DGMS) collects and maintains statistics, under the Mines Act,
1952, on earnings of employees in mines. For mines other than coal, statutory returns showing the above
data are also ceicted by the DGMS. Based on these statistics the DGMS compiles nodexers of

money earnings for workers employed in different mining industries. For coal mines, such statistics relate
to per capita weekly earnings and are available on monthly basisndihthly returns on coal mines give
average daily attendance, tatalges and other payments made in cash for saripletecbn any complete

working week of the month. The per capita weekly cash earnings are then computed by dividing the total
payments by average daily employment during the week.

Though these data are eitered to be complete and reliable and used by the official agencies and by
researchers, it may, however, be noted that a large part of the unorganized mining is outside the purview of
the Mines Act. Dissemination of data takes around four years. Herg pgaodic surveys might be a more
effective option to collect the relevant information by including the organized sector of this industry.

3.4. Overall assessment and recommendations

Collection, processing and dissemination of labour statistics shouttdgnized as an integral part of the
system of data collection and dissemination pertaining to any ecorlodig. is endowed with an
institutional system with adequate supply ofrteal statisticians. The system works more effectively at the
national leel and there is considerable scope to strengthen the system at the level of the states.

The most comprehensive source for statistics relating to wages is the EUS of the NSSO. The decision to
conduct annual EUS is an important development that could prdve quite valuable in monitoring the
employment and unemployment situation inchgdivages. Efforts to collect earnings data from the self
employed segment of the employed labour force will go a long way in plugging a loophole. The recently
initiated Suvey on Wage Rates in Rural India is another important source of information for the rural
economywhose development wil/l determine I ndiabds abi
productivity and earning capacity of such labour. Once this susveell in place and the timt&ag in

processing and dissemination of data are improved, the system of collection of data under Agricultural
Wages in India may be discontinued.

Rural Labour Enquiry reports are prepared by the Labour Bureau based orohathef EUS of NSSO.
The major recommendation in this respect is to reduce thdduyia releasing the reports.

Occupational wage data is another important area now covered by Labour Bureau through its surveys. Here
again the major recommendation isrnonimize the timdag in releasing the reports. The number of
occupations covered should reflect the changing nature of occupations asetarb in the economy
especially in the service sector.

Costs of cultivation studies contain wage dataiti#tely to be quite useful. What is required is the release
of thisdata in a published format with minimum tixeey.
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Collection of administrative statistics under the Payment of Wages Act and The Minimum Wages Act has
been found to be quite ineffective anardily useful for meaningful policy responses by the government.
Replacing this systemith a system of periodic surveys maydmnsidered
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4. Structure, trends and disparities : What can we
learn from descriptive statistics ?

4.1. Introduction

Wage rate is a critical variable in determining the income of workers and their households especially those
who are dependent on wage employment as the principal means of livelifo®dshare of wage
employment is expected to rise wittestructural tragformation of an economy from an agrarian one with
apredominance of semployment to a neagrarian ongwith higher productivity in agriculture and non
agriculture requiring increasing share of wage employment. India continues to be a low incom@rdgvelo
country but has moved away from its dependence on agriculture and related activities iméng gectoy

which currently contributeonly aboutonefifth of the GDP. However, this structural transformation in
income is not matched by a proportionate transformation in employment. The primary sector continues to
employ half the worldrce in 2012. This has implications for the share of wage emplayriiéage
employment continues to account for less than half the workforce; in fact it is 48 per cent in 2012. Self
employment accounts for themaining52 per cent. What is striking in the Indian situation is the stubborn
nature of the structure of emplognt in terms of what may be called labour status i.e. as between self
employed and wage workers. In 1998 it was 55:45 and nearly two decades later it is at 52:48.

Thereforewage employment and safnployment occupy more or less equal space in Indie. share of
wage employment is expected to increase as the economy takes off from a low middle income country to
an upper middle income country. The main reason for this expectation is that-#mgielyment category
has at least three distinct sglmups.The biggest sugroup is what is calle@wn Account Workers. These
are single persons engaged in some kind of earning activities such asesidiet), rickshaw pulling,
homebased activities fathe sale of food and other products or those involved puttingout system of
employment (such as beeadiking, handloom weaving, chikan work, etc.). As the National Commission
for Enterprises in the Unorganized Sector (NCEUS) remartkexy aretothing but disguised wage
worker$for the lack of wage emloyment or inability to engage in fixdime wage work outside their
residence as for example, for women with household responsibilities. Then there andthasmfficially
classified asdunpaid family worker§é These are family members who help theélfemployed Own
Account Workers in their farm and ndarm enterprises. Wbt of the unpaid family workers are women.
Then there are employers who hire workers to run their enterprises.

4.2. Employment structure

This background about the employmetrticture is highly relevant wikidiscussing the question of wages
in the Indian economy. Even the three percent decline in the share-efmgpddfyment means an addition
of 14 million workers in the wage employment categgiyen the size of the workfoe. To get a picture

3 Despite a high rate of growth of the economy sincetheln®d8 0s | ndi ad6s per capita income as ¢
income of high income developed countries in 2013was lower than what it was in 1970r.ex foer cent to xx per cent. In
comparison Chinadbs per capita income position increased from
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of the employment structure since the early 1986sthe statistics in Table 4.1 disaggregated by gender,
location for the three principal labour status groups.

Within the wage employed, there are two distinct groups in Irikéguar Workers(RW) andCasual

Workers(CW). Regular wage employment has long been associated with jobs in the formal or, what in

India is calledheorganized sector of the econoymhereas the casual wage employment is largely, if not
only, associated with @k in the informal or unorganized sector. However, since the initiation of economic
reforms in the early 1990anincreasing share of regular workegsen in the formal sectas faced with
informal work conditions as recent reports and studies hamggbt out (see NCEUS: 2007 and 2009,

Kannan 2014, Ravi Srivastava 2016). Regular work in the formal sector with employment and social
t he
followed by regular wik and then casual work. There has been an increase in the share of regular work in

security is

mo st desired

and

approxi mates

the economy from 13 to close to 18 percent between 1993 and 20b2it the pace has been extremely
slow despite the countdysemarkable acceleration in its GDP growtteraf more than five per cent per

annum during this period. In fathis has been part of a general trend of decreasing employment elasticity

with respect to growth in the econon. for every one per cent growth in outgbe employment growth

is not only less than one but declining over time. This scenario (given in Table 3) is also applicable to wage
employment, both regular and casual. Casual employment elasticity has declined considerably and this
could have been intereted as a positive development given the relatively higher employment elasticity in
regular employment. But the reality is such that overall increase in employment between 2004 and 2012
was quite marginal compared to the earlier period (see Table 4.1).

Table 4.1: Distribution of workers and their annual growth rates

Total workers (in million)

1993-94 2004-05 2011-12

M F Total F M Total M F Total
Self-employed 134.07 68.42 202.49 166.32 89.48 255.80 174.05 72.22 246.27
Regular 42.93 7.72 50.64 55.79 13.33 69.13 69.92 17.06 86.98
Casual 73.08 43.69 116.77 83.57 43.80 127.36 99.16 38.94 138.10
Total 250.08 119.82 369.91 305.68 146.61 452.29 343.13 128.22 471.34

Annual growth rate in number of workers

1993-94 to 2004-05 2004-05 to 2011-12 1993-94 to 2011-12

Male Female Total Male Female Total Male Female Total
Self-employed 1.96 2.44 2.12 0.65 -3.06 -0.54 1.45 0.30 1.09
Regular 2.38 4.97 2.83 3.22 3.52 3.28 2.71 4.41 3.00
Casual 1.22 0.02 0.79 2.44 -1.68 1.16 1.70 -0.64 0.93
Total 1.82 1.83 1.83 1.65 -1.91 0.59 1.76 0.38 1.35

Note: Unless otherwise stated, all tables in this report are based on the computation of unit-level data from the Employment-Unemployment

Surveys of the NSS.

Table 4.2: Percentage share of employment by location, gender and labour status

1993-94 2004-05 2011-12

Male F Total Male Female Total Male Female Total
Rural
Self-employed 57.8 58.8 58.2 58.1 63.7 60.2 54.5 59.3 55.9
Regular 8.5 2.7 6.4 9.0 3.7 7.6 10.1 5.6 8.7
Casual 33.7 38.5 35.4 32.9 32.6 32.8 35.5 35.1 35.4
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Urban
Self-employed 42.2 45.0 42.7 44.78 47.7 45.4 41.7 42.8 41.9
Regular 41.5 29.0 38.9 40.63 35.6 39.5 43.4 42.8 43.3
Casual 16.3 26.0 18.4 14.58 16.7 15.1 14.9 14.4 14.8
Total 100 100 100 100 100.0 100.0 100.0 100.0 100.0
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Total
Self Employed 54.0 57.0 55.01 54.67 61.4 56.9 50.7 56.1 52.2

Regular 16.4 6.1 13.05 17.2 8.3 14.3 19.8 12.7 17.9
Casual 29.6 36.9 31.95 28.13 30.3 28.9 29.4 31.2 29.9
Total 100 100 100 100 100 100 100 100 100

While women more than doubled their share of regular wage employment in the economy (a six percentage
point change from 6.1 to I2per cent) men registeragmall change of close to 3.5 percentage polmis

at a higher share of 16.4 to 19Bhis statement needs to be tempecddourse, with he f act t hat
workforce participation at 30 per cent is only half that of nveith the result that they account for only
onefifth of the total regular work force. Women in India have just started making their presence visible in
regular employment; this is more so for the economically and socially disadvantaged, as we shail see lat

Ruralurban differences are quite sharp. Much of the regular employment is conceintnatiean areas.

Table 4.3: Employment elasticity in the Indian As for casual employment, there has been a marginal
EC?nomy reduction in its share but this has been mainly in the
Ovorall smployment T urban areas. Since 20@4ere has been only a small
Wage employment 043 009 026 rise in the incidence of casual employment amongst
Regular employment 0.66 049 057 men and womenWomenhave a geater incidence of
Casual employment 019 _0l17v 0.8 self-employment at 56 per cent in 20ty slightly

Note: In all tables in this report P1 refers to the first period i.e. . 7 .
1993-94 to 2004-05; P2 refers to the second period L.e. 2004-05to lower than in the early 1990s. For m#éme decline is

2011-12; and P3refers to the whole period i.e. 1993-94 to 2011-12. abOUt three percentage pOinTﬁe Sma” increase in
wage employment in the Indian economy is largely due to a fall in the shaelfemployment among
men workers.

4.3. Wage levels and growth trends

For purposes of capturing the macro trefide/ould have been useful if one were to talk about a single
average wage rate for India. Although such a wage can be constructed bytadvaiginage of casual and
regular wagest would not be apropriate to talk about such a single wage rate because thesatéso
represent different sets of workeFststly, wagesf casual workers do not definitionally refer to any idea

of quantum oemployment becaudbey ardrregular, compensated only for dagé labourwhereas wages

of regular workers refer to those who have full employment. Secondly, casual workers mostly consist of
poor workers, with very little education and/or skithdtheincidenceof casual works high among socially
disadvantaged sections. For these reasempresent two overall wage rates.

The most striking feature of thdifference between theagesof regular and casual workers is the huge
disparityin terms of payrant(see Table 4.4)Those of casual workergas less than orihird (30 per cent

of the wages of regular workérig 1993 and remained at that level for the next ten ydaamarginally
increased to just above otigrd (35 per cenodf the wages of redar worker$ by 2012. This is evident in

the higher growth rate during the second period. To a large ettienteflects the low educational and
other capabilities of the casual workers as well as the low productivity character of the industriek in whic
they work. However, as this report will reveal in greater detail, not all casual workers work in the low
productivity sectors. By 201®nethird of the noragricultural casual workers of around 60.2 million were
employed in the high productivity orgaet or formal sector of the economy. That works out to a little
more a quarter of the total organized sectoragmcultural workersOne of the highlights of this repag

to pointto the emergence of a class of highly exploited workers in the high greityiorganized sector

of the economy
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Figure 4.1: Real Daily wages of regular casual workers in India (in INR)
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However, wage rates differ not only between these two fundamental labour status categories but also with

Table 4.4: Real wage rates (INR Per day) and their annual reference to other characteristics

growth rates especially location and gender. Table 4.5
1993-94  2004-05 2011-12 P1 P2 P3 : :

All Regular 13 71 o 535 398 299 shows that therf_aredlfferences in wage

All Casual 40 52 80 239 615 385 rates not onlyin terms of type of

Casual as % 30 30 35 employment but alsan terms of the

of Regular location and gender of the worker.

Irrespective of gender and/or labour status, urban workers daighest wage rates than rural counterparts

in all the three time periods. There is a huge difference between the lowest and the highest paid workers.
An average urbamale earned the highest wage r#tfR 271 a dayand the rural casual femaarnedhe

lowest wage rate dNR 57; i.e. a mere 21 per cent of the former. Female wottkave dower wage rate

than male counterparts in eaghd everyemployment category and location. In rural areas, regular male
workers earnetNR 180 a day while regular feneivorkers earneliNR 112 a day in 20312 i.e. 62 per

cent of the former. Similarlyin the rural casual category, male workers edMR 84 a day while female
workers eariNR 57 a dayi.e. 68 per cent of the former. Similarlg the urban areas, malevkers have

a wage advantage over female workers in both casual and regular employment. In urban regular
employment, male workers earn®R 271 a day and female workers earned 78 per cent of that. The wage
disparity at this level of disaggregation is fduo be lower in urban than in rural areas.

Even with limited categorization of the wage work&rsat the picture conveys is a wide variation in levels

of wages with a stark and strong dividing line between the regular and casual categories tkatqustifi
decision to present the wage situation in terms of these two main categories. In terms of growth, wages of
women in every categotyaveexceeded that of wages of men, something that seems to be a silver line in
an otherwise dismal scenario with regjgo gender disparity. But this catching up process, as we have seen,
still leaves a large gap as backlog.
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Table 4.5: Wage (INR per day) trends from 1993-94 to 2011-12

Real Daily Wage Annual growth rate
1993-94 2004-05 2011-12 P1 P2 P3
Urban Regular Male 158 204 271 2.32 4.06 3.00
Urban Regular Female 125 152 211 1.78 4.69 2.91
Rural Regular Male 103 147 180 3.23 2.89 3.10
Rural Regular Female 61 86 112 3.12 3.77 3.38
Urban Casual Male 67 76 106 1.15 4.75 2.55
Urban Casual Female 38 45 64 1.54 5.03 2.90
Rural Casual Male 42 56 84 2.62 5.79 3.85
Rural Casual Female 27 35 57 2.36 6.97 4.15
Urban Regular 153 194 259 2.16 4.13 2.92
Rural Regular 97 135 167 3.01 3.04 3.02
Urban Casual 59 70 99 1.55 4.95 2.88
Rural Casual 37 49 77 2.55 6.46 4.07
Urban Men (R+C) 134 172 232 2.27 4.27 3.05
Urban Women (R+C) 89 123 180 2.94 5.44 3.91
Rural Men (R+C) 56 79 108 3.13 4.47 3.65
Rural Women (R+C) 30 42 68 3.06 6.88 4.55
All Urban (M+F) 126 163 222 2.34 4.41 3.15
All Rural (M+F) 48 68 98 3.17 5.22 3.97
All Regular workers 132 171 226 2.35 3.98 2.99
All Casual workers 40 52 80 2.39 6.15 3.85
All Wage Workers 72 98 142 2.80 5.30 3.77
Growth rate in aggregate GDP 6.08 8.12 6.88
Growth rate in per capita GDP 4.27 6.71 5.22

Note: Real wages and GDP are calculated with base as 2004-05 prices.

However from a macroeconomic perspective of relating grawtirowth in wagesthe scenario has been

one loaded against wage earners. During the first pghiedoverall annual per capita economic growth

was 4.27 per cent while the growth in wages was just 2.8 peryielding a wage elasticity of 0.66.
Acceleration oper capih incomegrowth to 6.7 per cent per annum during the second period also witnessed
growth in wages of 5.8er cenper annumresulting in an increase in wage elasticity to 0.79. That is to say
thatthe wage growth was equivalent to 62 per cent of the esiengrowth in the first periodand thait

increased to 79 per cent during the second period. The lowest growth in wages is for the urban male casual
workers followed bytheurban casual female. In that sertbere is some catching up of rural wages with
urban wages although the gap remains significant. The highest growth in female and male wages for casual
employment in rural areas since 2005 needs to be read in the light of the introduction of the National Rural
Employment Schem@REGS)and many othenitiatives, such as the National Rural Health Mission, and

a national health insurance scheme (Rashtriya Swastha Bhima Yojana) although their implementation was
below potential.

Despitetheserecent developments, growth in wages for the whole perasl significantly lower than
economic growthindicating a declining trend in the share of wages in national income. One way to examine
this is to find out the elasticity in wage rates with respect to per capita gromational income (GDP).

Table 4.6: Wage elasticity with respect to income growth These are given in Table 4.6. If the wage

Category Pl p2 P3 elasticity is ongit means that wage increase is
Rural Casual Female 0.55 1.04 0.80 . i to the i T It
Rural Casual Male 0.61 0.86 0.74 Inproporuon _O _e m(?r?_ase In mcpme.
Rural Regular Female 0.73 0.56 0.65 would then maintain the initial level of income
Euga' RRegu'?f '\:Aa'le g-;i 8-2? 8-23 inequality as between wage income and-non
roan Regular Male . . . H s .
Urban Regular Female 0.42 0.70 056 wage income. If it is less than one, even with
Urban Casual Male 0.27 0.71 0.49 an increase in wages, income inequality idou
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increase. If it is greater than one, then the wage share in national income would increasedeading
reduction in inequalitpetween wage income and raage income.

4.4. Wages acr oss different education levels

From a theoretical point of vieveducation is expected to play a crucial role in determitiiegvages of

workers in the labour markets. This general theoretical statement is amply demonstrated by a number of
studies across countries as well aliiad some of which were referred ito Chapter 2. We would like

to examine this in a summary fashion for the whole country but differentiating workers accordingetg gend
location and labour status.

We defined education | evels i nt bwddacaiodardeferetg or i es .
those who have nbladmore than five years of schooliray less. Many studies take illiterates as a category

but we find that illiteracy has been declining fasile low levels of education remaiwith the result that

it hardly makes andifference in negotiating issues in the labour market or applying any skill. The second

l evel im$ d dta fefér godhosé above the primary lewdlo havenot successfully completed the
secondary level. The third level refers to those witleasth secondary level pass but not gradezaad

this category would include those with 12 years of schooling as well as all those with certificates, diplomas,
etc. The | agradudteeve | a tb eferao@hbse witth at least a bachédwel degree. This

would include all those with additional degrees/angrofessionafjualifications.

The descriptive statistics that are presented in Tdlleconfirmthe well-established fact that higher
education levels are associated witthighea level of earninglnequality in wageslependsupon the
educational endowment of workers. For all workéne disparity between the highest level of education

and the lowest level has been around five times. This pattern of disparity is quite widespoegdmnost
categories of workers, both male and female as well as rural and urban. The only exeeptaouple

of categories within theanks of thecasual workers. In facthe disparity is the least among the casual
workers and tis is understandablgiven the fact that most casual wizrkf anunskillednatureand mostly
concentrated in the primary sector as well as in construction in both rural and urban areas. But there are
some indications that even within this category some segments showeasing inequality. This is in the

urban casual female categpandcould partlybe due to educated women finding themselvemived in
casualemploymen® even if it involves some level of skill and knowledge athim cases aflata entry,

guest lecturers (who are paid by the hour) iarfihancial and other establishments where the employment

of 6tempsdé (temporary workers) has been gaining g

The second finding in this exercise is the fact the disparity has been incriEassame sulproups
although the overall disparity has remained more or less the same. Disparity increased for most groups in
the first decadéollowed by a marginal decline in some. This is an indication of the increasing demand for
workers with higher @ucational qualifications, as most sectors of the economy are experiencing
technological changewith the introduction of computdyvased skills (IT, ICT, etc.), and changes in
marketing.

Thirdly, high inequality has been found among regwamenworkers, perhaps indicating the higher
absorption of a low overall share of educated women in the labour market than in ttees pashin
education and health as well as in the knowledge economy sectors such as IT, banking, media, etc.
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The fourth importantasult is the fact thas malefemale disparity is present in the same category of
workers both in rural and urban areas. That is to say, gender disparity is a fe@ur®n to all groups,
as evidenced bthe disaggregation of workers by location, labstatus and education.

Table 4.7: Real wage rates and their growth by location, labour status, gender and education
(in INR/day)

Real Daily Wage Annual Growth Rate (%)
1993-94 2004-05 2011-12 P1 P2 P3

Urban Regular Male Low Edn 99 104 126 0.45 2.74 1.34
Middle 114 118 144 0.31 2.84 1.30
Secondary 162 200 221 1.92 1.43 1.73
Graduate/ + 259 367 464 3.17 3.35 3.24

Ratio between the highest and lowest 2.6 3.5 3.7
Rural Regular Male Low Edn 65 83 103 2.22 3.08 2.56
Middle 90 109 120 1.74 1.37 1.60
Secondary 128 170 190 2.58 1.59 2.19
Graduate/ + 173 272 308 4.11 1.78 3.20

Ratio between the highest and lowest 2.7 3.3 3.0
Urban Regular Female Low Edn 54 54 72 0.00 4.11 1.60
Middle 72 71 79 -0.13 1.53 0.52
Secondary 143 174 188 1.78 1.11 1.52
Graduate/ + 200 269 353 2.69 3.88 3.16

Ratio between the highest and lowest 3.7 5.0 4.9
Rural Regular Female Low Edn 32 41 53 2.25 3.67 2.80
Middle 53 50 61 -0.53 2.84 0.78
Secondary 102 122 127 1.63 0.57 1.22
Graduate/ + 128 173 210 2.74 2.77 2.75

Ratio between the highest and lowest 4.0 4.2 4.0
Urban Casual Male Low Edn 65 73 100 1.06 4.50 2.39
Middle 71 81 114 1.20 4.88 2.63
Secondary 74 83 115 1.04 4.66 2.45
Graduate/ + 78 97 112 1.98 2.05 2.01

Ratio between the highest and lowest 1.2 1.3 1.1
Rural Casual Male Low Edn 41 54 80 2.50 5.61 3.71
Middle 50 64 92 2.24 5.18 3.39
Secondary 47 64 92 2.81 5.18 3.73
Graduate/ + 38 64 94 4.74 5.49 5.03

Ratio between the highest and lowest 0.9 1.2 1.2
Urban Casual Female Low Edn 38 44 63 1.33 5.13 2.81
Middle 41 45 69 0.85 6.11 2.89
Secondary 41 56 61 2.83 1.22 2.21
Graduate/ + 40 101 130 8.42 3.61 6.55

Ratio between the highest and lowest 1.1 2.3 2.1
Rural Casual Female Low Edn 27 35 57 2.36 6.97 4.15
Middle 31 37 63 1.61 7.60 3.94
Secondary 33 35 60 0.53 7.70 3.32
Graduate/ + 86 52 55 -4.57 0.80 -2.48

Ratio between the highest and lowest 3.2 1.5 0.96
All wage workers Low Edn 45 55 81 1.82 5.53 3.27
Middle 78 83 105 0.56 3.36 1.65
Secondary 131 157 167 1.65 0.88 1.35
Graduate/ + 224 315 390 3.10 3.05 3.08

Ratio between the highest and lowest 5.0 5.7 4.8

In terms of growth in real wages, the best performanbyg those with éw educationdue to acceleration

in growth during the second period. The secoryigraduates and above (i.e. the highly educateit

a consistent performance in both the periods. For those in the intermediate category of some @ducation
either Middle or Secondadygrowth has been quite slow.
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4.5. Wage rates by socio -religious category

We categorized workers by sogi@ligious categoriesschedule Tribe (ST), Schedule Caste (SC), Muslims,

Other Backward Caste (OBC) and Others. Scheduled Tribes $8figduled CastesSC), and Other
Backward Castes (OBC) are identified as the socially disadvantaged greagiging the benefits of
affirmative action in the form of reservation policy in education angployment The government

appointed committee to study the seemromic and educational status of the Muslim community in India,

known as Sachar Committee (2006), found that Muslims rank somewhat above STs/SCs but below Hindu

OBCsin almost all the development indicators. This was confirmed by the NCEUS (2008) whentédep

the situation relating to poverty, informal work status, education and so on. Thenefitis study, we
take Muslims as sociallydisadvantaged group along with the OBfup,while ST and SG@rethe most

disadvantaged.

The

category
Zorastrians and a few others who may be considered the sqrigllggedgroup.These categories belong
to the top level in terms of per capita net wddltowed by OBC, Muslims, SC and ST. The same ranking

60t her s o

i s

a resi

dual

one

consi st

applies when a host of indicators of development andveitlg are measured across these broad social

categories (see Kannan 2016b). This soeligious grouping therefore emerges as a broad apprtgima

to the social hierarchy obtaining in the Indian society. Since the data on OBCs is not available-fi¥ 1993

NSS Round, the comparison here is confined to the latest two EUS 61st0&08dd 68th (20112)
rounds.

Table 4.8 summarizes wages according tedH&esocial groups. First, there is a sharp differendaén

wagef regular and casual workees has already been demoatstd for other alternative categorizations.

Therefore the ability to get a regular job is also a transition from low wage labour market to a high wage
labour marketin general. Secondly, there is a hierarchy in wages in each category when we take wages
for all workers. This is because the socially disadvantaged groups have a much lower share in regular work
as compared to the socialtyivileged group of Others (see Table 4.10). But the higher ranking of STs
above that of SCs and Muslimstarms ofregular wages needs to be seen in the context of a small share

of regularST workers arising largely out of affirmative action. For SCs this has to be seen as a combination
of affirmative action as well as low wage regular jobs. Thirdisual work doesat present significant

wage differentia for all except STsEveryone is leveletiere,given the unskilled manual nature of work.
But here againSTs are seen at a disadvantage for both the years.,veatg disparity has narrowed for
all social groupe x cep't

for

Mus | i

ms. But the gains
challenge the Indian labour market.
Table 4.8: Real wages and its disparity by social group
Social Wage rate (in INR) Wage Disparity (Others =100)
Group 2004-05 2011-12 2004-05 2011-12
RW CW All RW CW All RW CwW All RW CwW All
Others 227 56 177 306 83 246 100 100 100 100 100 100
OBC 140 53 86 194 83 129 62 95 49 63 100 52
Muslim 131 57 86 153 84 112 58 102 49 50 101 46
SC 124 51 70 169 79 105 55 91 40 55 95 43
ST 147 42 62 203 64 98 65 75 35 66 77 40

ar e

such

Table 4.9reports daily wage rates by categorizing workers on the basis of type of employment, location
and gender across different seoatigious categories. There is wide variation of wage rates across socio
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religious categories. Workers belonging to ScheduleeSaschedule Tribes, Muslims and OBCs earn
lower wages thatihesociallyprivilegedgroup others Wage differences between socadigious categories

are more pronounced for both male and female workers in regular work than in casual work in both rural
and urban areabecaus¢he majority of the workers in the socially disadvantagegnasipsperformcasual

work. It is interesting to note that workers belonging to Muslim category have a lower wage rate than even
ST, SC and OBC categoriaaderregular wok for male workersn both rural and urban areas. Such is not

the case with female Muslim workers in regular wétkgularMuslim female workers in rural areas have
wage ratesvhich aremarginally lower than their counterparts in ST and OB@ have sigificant higher

wages thamegular ruralSC female workersBut the significant point to note is that the top two quintiles
consist entirely of regular work. The third quintile consists of urban casual and some rural regular females.
The fourth quintile cosists of rural casual male and rural regular females \ahéhne last i.e. bottom
quintile consist of all casual rural females and most urban casual females.

In conclusionwomen casual labourers find themselves at the bottom of the wage disparischivespf
their social identity and location.

Table 4.9: Disparity in real wage rates (INR per day) by location, labour status, gender and social group

Labour status Soc group 200405 Labour status Soc group 201112 Growth
Top Quintile

Urban R Male Others 260 Urban R Male Others 356 4.49
Urban R Male ST 212 Urban R Female Others 306 5.45
Urban R Female Others 209 Urban R Male ST 256 2.69
Rural R Male Others 192 Urban R Male OBC 231 4.38
Urban R Male OBC 170 Rural R Male Others 218 1.81
Urban R Male SC 151 Urban R Male SC 209 4.64
Urban R Male Muslim 140 Urban R Female ST 196 6.31
Rural R Male ST 133 Rural R Male ST 187 4.87
2" quintile

Rural R Male Muslim 132 Rural R Male OBC 172 3.89
Rural R Male OBC 131 Urban R Male Muslim 170 2.77
Urban R Female ST 126 Urban R Female OBC 164 5.45
Rural R Male SC 124 Rural R Male SC 158 3.46
Rural R Female Others 121 Rural R Male Muslim 146 1.44
Urban R Female Muslim 117 Rural R Female Others 144 2.49
Urban R Female OBC 112 Urban R Female SC 130 4.48
Urban R Female SC 95 Urban R Female Muslim 129 1.39
3 quintile

Rural R Female Muslim 87 Urban C Male OBC 115 5.18
Urban C Male Others 83 Rural R Female ST 110 4,55
Rural R Female ST 80 Rural R Female OBC 109 4.78
Urban C Male OBC 80 Rural RFemale Muslim 108 3.09
Rural R Female OBC 78 Urban C Male Others 106 3.49
Urban C Male SC 73 Urban C Male SC 104 5.06
Urban C Male Muslim 70 Urban C Male Muslim 97 4.66
Urban C Male ST 64 Urban C Male ST 93 5.34
4" quintile

Rural R Female SC 61 Rural C Male OBC 88 571
Rural C Male Others 60 Rural C Male Others 87 5.31
Rural C Male OBC 59 Rural C Male Muslim 86 5.38
Rural C Male Muslim 59 Rural C Male SC 84 5.79
Rural CMale SC 56 Rural R Female SC 83 4.40
Urban C Female Muslim 47 Rural CMale ST 68 5.58
Rural C Male ST 46 Urban C Female OBC 67 6.01
Urban Cl Female Others 46 Urban C Female SC 66 5.47
Bottom quintile

Urban C Female SC 45 Urban C Female Others 65 4.94
Urban C Female ST 44  Urban C Female ST 60 4.43
Urban C Female OBC 44 Rural C Female SC 59 7.06
Rural C Female Muslim 38 Rural C Female OBC 59 7.46
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Rural C Female SC 36 Rural C Female Others 57 6.97

Rural C Female OBC 35 Urban C Female Muslim 55 2.25
Rural C Female Others 35 Rural C Female ST 54 6.61
Rural C Female ST 34 Rural C Female Muslim 53 4,75

The growth rates of wages in the two time periods (1B324+05 and 20005 to 201112) shows that
wages grew faster on an average in the later period than the fparteaularly among the lowducation
worker category as reported in the earlier sections.

Table 4.10: Access to employment by social

group and labour status (percentage share) This evidence is further strengthened by the higher
Social 200405 201112 growth rate of real wages among socially
Group disadvantagedroups such as ST, SC and OBELs

RW CcW RW CW )
Others 83.7 163 82.6 174 exceptfor Muslims whose growth rates werhe
OBC 61.1 38.9 56.8 432 lowest among albther social groups.
Muslim 54.1 45.9 48.9 51.1
SC 49.2 50.8 42.5 57.5
ST 48.9 59.1 37.9 72.1

4.6. Wages by industry

Wages differ according to the industry in which workers are employed. While we find a distinct disparity
in wages between regular and casual workers, theraded to examine the broad industry grolips is
presented in Table 4.11. OverdHere is a decline in disparity between 19@Band 201412 with wages

in casual employment rising from 30 per cent of the regular employment to 36 per cent. But this has come
with an industrywise mixed picturewherein the disparity increased sharply in the primary sector, mining
and quarrying, electricity, et.al., construction, transport, banking and education.
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Table 4.11: Real wage rates (INR per day) of workers by economic sector

1993-94 2004-05 2011-12
Sector

RW CW DP RW Cw DP RW Cw DP
A. Primary sector 46 34 74 67 43 64 108 68 63
1. Agriculture and allied 46 34 74 67 43 64 108 68 63
B. Secondary sector 125 54 43 151 70 47 197 94 48
2. Mining and quarrying 168 49 29 322 67 21 486 84 17
3. Manufacturing 117 48 41 131 61 47 174 84 48
4. Electricity, gas and water 174 67 39 296 70 24 286 75 26
5. Construction 127 62 49 142 74 52 206 97 a7
C. Service sector 141 53 38 184 65 35 241 94 39
6. Trade 76 50 66 89 59 66 127 93 73
7. Hotels and restaurants 74 50 66 106 65 61 139 109 78
8. Transport, storage and 133 66 50 175 76 43 269 104 39
communication
9. Banking and finance 249 64 26 370 132 36 407 98 24
10. Real estate and business 123 46 37 253 89 34 247 91 37
services
11. Public administration and 166 65 39 251 60 24 333 74 22
defence
12. Education 160 48 30 211 56 27 273 75 27
13. Health and social work 134 55 41 186 62 33 237 99 42
14. Other social and personal * * * 106 57 54 92 76 83
services
15. Private households * * * 48 51 106 72 68 94
Whole economy 169 52 31 224 80 36

Note: @ indicates share of casual employment was negligible. * In 1993-94 sectors 14 and 15 were combined in one group. DP denotes
disparity as measured by wages of CW as a percentage of wages of RW.
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Table 4.12: Growth rates in real wage rates of workers by economic sector

Sector P1 P2 P3
Regular Casual  Regular Casual  Regular Casual

Primary Sector 3.42 2.13 6.82 6.55 4.74 3.85
Agriculture and allied 3.42 2.13 6.82 6.55 4.74 3.85
Secondary Sector 1.72 2.36 3.80 4.21 2.53 3.08
Mining and quarrying 5.91 2.84 5.88 3.23 5.90 2.99
Manufacturing 1.03 2.18 4.06 4.57 2.20 3.11
Electricity, gas and water 4.83 0.40 -0.49 0.99 2.76 0.63
Construction 1.01 1.61 5.31 3.87 2.69 2.49
Service Sector 2.42 1.86 3.86 5.27 2.98 3.18
Trade 1.44 1.50 5.08 6.50 2.85 3.45
Hotels and restaurants 3.27 2.39 3.87 7.39 3.50 4.33
Transport, storage and communication 2.49 1.28 6.14 4.48 3.91 2.53
Banking and finance 3.60 6.58 1.36 -4.25 2.73 2.37
Real estate and business services 6.56 6.00 -0.34 0.32 3.87 3.79
Public administration & defence 3.76 -0.73 4.04 3.00 3.87 0.72
Education 2.52 1.40 3.68 4.17 2.97 2.48
Health and social work 2.98 1.09 3.46 6.69 3.17 3.27
Other SPS and private households 1.38 1.90 3.19 4.38 2.08 2.86
Whole economy 2.39 2.62 4.02 6.15 3.02 3.99

Industry-wise classification in a way represents the demand k&ee one can see the close association

of some industries/activities with regular work and sewitk casual work. Till the early 199($e division
between regular and casual wage workers could approximate employment in the organized/formal and
unorganized/informal sectors. With increasinfprmalizationof employment in the formal sector this
situation has changed, as was already brbagt by the NCEUS (2007 and 2009). Thereftive dualism

in the economy is not only between sectors but also between types of employment. It is therefore only
appropriate to introduce here the division between organized/formal and unorganized/inémtoainto

regular and casual classification by industry.
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Table 4.13: Percentage share of casual workers by industry and organized/unorganized sector
(non-agricultural only)

Organized/Formal Unorganized/Informal
Sector Sector

Sector 2004-05 2011-12 2004-05 2011-12
Secondary sector 42.60 48.68 75.73 83.99
Mining and quarrying 43.36 47.40 96.49 92.11
Manufacturing 27.61 21.54 45.80 50.04
Electricity, gas and water 4.47 3.90 18.81 32.12
Construction 88.98 89.79 97.32 97.28
Service sector 4.94 76.88 44.48 50.46
Trade 21.54 12.72 23.50 24.72
Hotels and restaurants 14.29 7.20 38.38 37.33
Transport, storage and communication. 12.76 6.97 38.16 32.74
Banking and finance 1.62 1.28 0.92 1.95
Real estate and bus services 3.57 5.91 16.87 17.60
Public administration and defence 171 0.76 4.95

Education 0.84 0.35 1.54 3.76
Health and social work 3.44 3.29 4.33 27.32
Other social and personal services 10.79 9.10 47.29 37.85
Private households and ETOs 54.86 0.00 27.91 20.52
total non-agricultural wage workers 21.56 25.79 53.02 60.61

When workers are classified into regular and casual in the organized and unorganized sectors separately,
as we do in Table 4.13, there is an interesting pattern that emerges. As expected, regular workers in the
organized sector receive considerably higihwges. But the wages of casual workers in the organized sector

as well as regular and casual workers in the unorganized sector are more ophass avith a marginal
advantage®d with those ofthe regular workers in the unorganized sector. What is mopgisingyet is

that the wages of casual workers in the unorganized sector and organized sector do not present any disparity
in 2012. In 1993there was significant disparity in the sense that the casual workers in the unorganized
sector received wagesatttame toonly 22 per cent afhat ofthe regular workers in the organized sector
compared to 30 per cent for the casual workers in the organized sector. This difference has now
disappeared. Howevea detailed examination would reveal that, in 2084five out of the 14 industry

sectors reported higher wage rates for the casual unorganized sector workers compared to the casual
organized sector workers. This has now increased to a majority of nine out of 14 ighqgwate
householdd where the orgamed sector concept is absent. Researchers had reported this interesting
difference byanalysingthe data for 1992000 (see, e.g., Unni 2005). Yet the share of casual warkers
organizedsectoremploymenhas gone up by three percentage pointsi.e. from 21.5to 25.3. Itis not difficult

to explain this because the sestaith a higher wage advantage are the ones widsteattracted more

casual workers in 2012nd the sectors with a declining advanthgeelost out in termof the share of

casual workers.

Neverthelessthe fact remains that the organized agmicultural sector employs a quarter of its workers
as casual workers. This is in addition to those regular workers who are injoemaloyedoecause they
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do not enjoy employment securiby socialsecurity provided by the employer. Thus the organized sector

in India today is characterized by the employment of a core of formal workers with regular employment,
another core of regular workers wotlt formal employment and another segment of wonkérs as casual
workers constitutewhat is perhapthe most vulnerable category. Theref@aamere shift of employment

from the unorganized to the organized sector need not characterize a situatioer dfesvisian or Kuznets

type process at work from the point of worl®ssatus and welfare. The fact that an overwhelming
proportion of regular and nao-insignificant casual workers in the unorganized sector has a wage
advantage over the casual workierthe organized sector points to the potential of increasing productivity

in the small scale neagricultural activities that, with sufficient state support, could even make a transition

to the organized sector as enterprises (for an elaboration ofrgisi@nt see Kannan 2016a). A more
broadbased growth strategy with focused attention to the micro and small enterprises sector could then act
as a barrier to the employment of highly cheap casual labour in the organized sector. Given the high
productivityin the organized sector of the economy, there is certainly a casyéting the wages and
working conditions of informally employédasualabour. Arguments that support any type of employment
increase in the organized sedtaveto be viewed with dfficient caution if the objective is to create decent
employmentespecially for the poor and vulnerable labour who end up as casual workers.

Table 4.14: Real wage rates of workers by economic sector and formal-informal

Organized/Formal Sector Unorganized/Informal Sector
Sector Regular Casual Regular Casual
2004-05 2011- 2004- 2011- 2004-05 2011- 2004-05 2011-12
12 05 12 12

Secondary 185 227 69 87 81 107 70 97
Mining and quarrying 326 506 68 87 170 199 66 81
Manufacturing 161 200 61 81 79 102 62 86
Electricity, gas and water 302 295 70 75 150 116 73 74
Construction 172 245 76 90 93 132 73 100
Service 248 316 72 95 80 107 64 94
Trade 153 195 70 96 76 102 57 93
Hotels and restaurants 148 177 75 89 82 110 64 111
Transport, storage and communication 257 392 77 98 96 115 76 106
Banking and finance 396 429 134 91 124 198 53 189
Real estate and business services 346 303 79 90 119 146 91 92
Public administration and defence 252 333 60 74 149 68

Education 228 290 60 58 98 151 40 90
Health and social work 216 267 53 122 79 108 83 90
Other sacial and personal services 130 152 62 102 77 71 56 74
Private households & ETOs 63 345 57 | Neg. 48 72 50 68
Whole economy 228 285 70 88 80 107 68 96
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Table 4.15: Wage disparity by industry and labour status (wages in organized casual (OC),
unorganized regular (UR) and unorganized casual (UC) as % of OR)

Sector 2004-05 2011-12
ocC UR uc ocC UR ucC

Secondary sector 37 44 38 38 47 43
Mining and quarrying 21 52 20 13 39 16
Manufacturing 38 49 39 41 51 43
Electricity, gas and water 23 50 24 25 39 25
Construction 44 54 42 37 54 41
Service sector 29 25 26 30 34 30
Trade 46 50 37 49 52 48
Hotels and restaurants 51 55 43 50 62 63
Transport, storage and communication 30 37 30 25 29 27
Banking and finance 34 31 13 21 46 44
Real estate and business services 23 34 26 30 48 30
Public administration and defence 23 59 16 22 NR NR
Education 26 43 18 29 52 31
Health and social work 25 37 38 46 40 34
Other social and personal Services 48 59 43 67 47 49
Private households 90 76 79 NA 21 20
Whole economy 31 35 35 31 38 34

4.7. Occupations

An occupational classification system is a-pgquisite for comparing wages across occupations. The
official occupational classification system has undergone changes ovetdintige National Classification

of Occupations1968 (NCQG68) was usediuring EUS50" (199394) and 61 round (200405) of the

National Sample Surveys. Since 200 (i.e. 64' Round) NCG2004 wasused andame was applied to

68" round (201112). For comparability between ®&ound and other two previous rounds, the
occupational classification NGG8 is regrouped and reclassified according to NADO4 at one digit

level# The occupational classification presented in Table 4 gi@sents skill levels of the workersboth

rural and urban areas separatelye highskill occupations (Div. 1 to Div. 3) include corporate managers,
professionals and associate professionals; medkilinoccupations (Div. 4 to Div. 8) include clerks,
service workers, shop and market sale workers, agricultural and fishery workers, craft and related trades
workers, and plant and machine operators and assemblerskiltad occupations (Div. 9) includmles

and service elementary occupations aadbourers in agriculture fishery, mining, construction,
manufacturing and transport. Occupational divisjapsrt from representing wage rates to different skilled
workers also represent the labour market segmentation in Indian labour market. The wagatidiffere
between the lowest paid occupation and the highest paid occupation is higher in urban areas than in rural
areas. Female workers earn lower wages than men even in the same occupationalmiisitnggender
discrimination across all occupatidbsth in rural and urban areas.

Table 4.16: Percentage of casual workers by occupation

Occupational category CW as % of RW Wages of CW as % of RW

1993-94 2011-12  1993-94  2011-12
Div 1 Legislators, senior officials and 7.46 1.72 25.5 18.2
managers

4NSSO provides occupational details at three digit level while the occupational concordance between NCO 68 and NCO 2004 is
provided at five digit levelwhich makes it difficult to make a meaningful concordance between the two classifications at three
digit level. We have made an attempt to makeoncordance at broader occupational divisions using five digit concordance
provided by NSSO which may have some errors and shall not be considered in a stricter sense.
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4.8. Summing up

Div 2 Professionals 2.36 1.21 28.8 24.2
Div 3 Technicians and associate 5.62 2.62 30.7 43.7
professionals

Div 4 Clerks 1.55 1.43 325 35.0
Div 5 Service, shop and market sales 18.82 12.14 52.8 60.4
workers

Div 6 Skilled agricultural and fishery 86.76 82.98 88.7 62.7
workers

Div 7 Craft and related trades workers 51.91 64.85 51.4 66.0
Div 8 Plant, machine operators and 26.06 19.59 55.2 69.1
assemblers

Div 9 Elementary Occupations 91.48 89.53 52.9 70.5
All wage workers 68.7 61.21 30.0 35.4

Table 4.17: Real wages and wage disparity by gender and occupation

Male (INR per day)

Female (INR per day) F wage as % of M)

Occupations 1993-94 2011-12 1993-94 2011-12 1993-94 2011-12

Div 1 306 596 207 534 68 90
Div 2 227 460 190 354 84 77
Div 3 172 313 123 196 72 63
Div 4 157 261 152 232 97 89
Div 5 88 157 56 82 64 52
Div 6 55 90 36 56 65 62
Div 7 91 127 35 71 38 56
Div 8 106 148 44 71 42 38
Div 9 45 85 28 58 62 68
Total 81 152 42 103 52 68

By carrying out a fresh analysis of data for three rounds of EUS of the NSSO, this bhapgted down a

framework for fornulating certain key issues with regard to the nature of the Indian labour market and the
structure, trends and disparities in wages. Arising out of the dualistic nature of the economy, the wage

labour marketiccounts for roughlgnly half of the total employment in the Indian economy, the rest being

characteri

zed

by

wh at -eipoymerib hisdsi laagkly, if notoohlya dus fo thé e d

preponderance of marginal and small farmer househaldke economy. Even if we take the non
agricultural sector of the economy walgbour constitutes only aroun@ @er cent of total employment.

However we are not in a position to talk about the Indian labour markéeisingular. The main dividing
line in terms of the nature of employmenhich carries over to wages the fundamental divide between
the market for regular work and the market for casual wik. @asual labour market largely consists of
people from economically poorer householdshwow education as well as low sKi#ivels. The incidence
of such labour is high among what we call socially disadvantaged groups.
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4.8.1. Growth in wages

A particular focus in our data analysis has been growth in wagesh may now be summed up by
examining it from several angles of categorizatidre Tesults are presented in TablE8belowfor regular

and casual labour markets separatédy the three time periods. Taking the whole period for regular
workers, we find that their wages in Division 6 in the occupational categorization i.e. skilled agricultural
and fishery workers registered the highest growth rate of 5.48 per cent perfatiowed by the primary
sector wages of regular workevghere a majority would find themselves in the Division 6 of occupational

classification. Despite the economic backwardness of this segment the relatively higher rate of growth
ng

indicates a measureofl ev el i

whole period. This performance is reflected in higher growth rates in wages of occupational divisions 1 and

upo6

2 where the highly educated are cvepresented.

of

t hi
is that of the highly educated i.e. graduates and above. In this, gveuind consistently high rates of
growth in wages for both the perigdisereby achieving an analugrowth in wages of 3.12 per cent for the

S

bottom category.

Table 4.18: Annual growth rate in real wages

P1 P2 P3

Category RW cw RW cw RW CcwW
Gender
Male 2.62 2.46 3.93 5.55 3.13 3.66
Female 2.05 2.28 4.84 6.81 3.13 4.05
Rural
Male 3.23 2.62 2.89 5.79 3.10 3.85
Female 3.12 2.36 3.77 6.97 3.38 4.15
Urban
Male 2.32 1.15 4.06 4.75 3.00 2.55
Female 1.78 1.54 4.69 5.03 291 2.90
Sector
Primary 3.42 2.13 6.82 6.55 4.74 3.85
Secondary 1.72 2.36 3.80 4.21 2.53 3.08
Tertiary 242 1.86 3.86 5.27 2.98 3.18
Social Group
ST 3.15 2.19 4.61 6.02 3.72 3.68
SC 2.42 2.44 4.42 6.25 3.20 3.92
Muslim 4.66 6.41
OBC 2.27 2.15 2.22 5.54 2.25 3.47
Others* 4.27 5.62
Others** 2.63 2.73 4.20 6.14 3.24 4.06
Education
Primary and below (Low Edn) 0.95 2.55 3.15 6.08 1.80 3.93
Middle 0.61 1.74 2.09 5.25 1.18 3.11
Secondary and < Graduate 2.05 2.03 1.41 4.96 1.80 3.17
Graduation and above 3.08 3.44 3.19 4.21 3.12 3.74
Occupation
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Legislators, Sr. Officials and Managers (D1) 491 -3.74 1.65 10.43 3.64 1.77

Professionals (D2) 3.66 2.69 3.79 2.85 3.71 2.75
Technicians & Associate Professionals (D3) 2.64 3.13 3.16 7.42 2.84 4.80
Clerks (D4) 3.07 2.88 2.22 3.59 2.74 3.16
Workers in Service, Shops & Markets (D5) 1.84 2.52 4.47 5.32 2.86 3.61
Skilled Agriculture & Fishery Workers (D6) 2.40 3.22 10.31 4.06 5.48 3.55
Workers in Crafts & Related Trades (D7) 0.66 3.29 4.08 3.51 1.99 3.38
Plant and Machine Operators and Assemblers (D8) 1.24 1.91 1.91 4.06 1.50 2.75
Elementary Occupations (D9) 1.48 2.23 3.88 6.79 241 4.00
All wage Workers 2.35 2.39 3.98 6.15 2.99 3.85
Growth in Per Capita GDP (at 2004-05 prices) 4.27 6.71 5.22

Growth in the wages of male and female regular workers shows no difference for the whole period.
However, the gender gap that is heavily loaggainst women workeis quite significant and continuing.

Geographically speakingural wages of regular workers have improved for both men and women
suggesting a small reduction in the spatial gap but, here, dlgaidisparity is significant.

Casual employment is the largest category of workers among all wage workers in thedodiamy. Of

the total 225million wage workers in 20212, casual workers constituted pér cent. But in the nen
agricultural sectqrcasual work constitutes only 42 per cent of total wage work. Here we should remember
that within the category of regulaorkers there is a segment of informal workers (without any employment
and/or social security provided by the employer). The best performance here is that of occupational division
3 of technicians and associate professionals. The category that has tiichéglest growth rate is that of

rural female workersvhich we have already noted.

From a sectewise view of wagedhigh growth rate in the primary sector has understandably favtheed
low wage workers and this could partly be due to the outflosugblus labour from this sector to the
secondary and tertiary sectors. In genets wages of casual workers have grown faster thase of
regular workers for the whole period; howeule wide disparity continues.

Two more observations are perhapsrder at this stagavith regard to growth in real wages and their
macroeconomic context for future policies. One is that in an overwhelming number of categories, growth
in wages during the second perigdseen agaster than during the first periodhit is especially so for

rural areas, primary sector and socially most disadvantaged groups. This is especially so for casual workers.
Here it would be in order to record severational levektate interventions in the form of programmes and
schemes tamprove the livelihood security of the rural poor, if not the inequality between the rich and the
poor. These are the National Rural Employment Scheme (NREGS) under the National Rural Employment
Guarantee Act (NREGA), the National Rural Health Mission, $laeva Shiksha Abhayan (SSA) for
improving the elementary education and the rural housing schemescehtr& government (e.g. Indira

Awas Yojana) and schemes by the state governments. All these put together must have helped in raising
the consumptiorelvel as well agstablishinga measure of social security that could have helped in raising

the reserve price of labour. In addition, the accelerated growth in the economy increased the demand for
labour in the construction sector in urban areas leadimgteased migration of labour from the primary
sector of the economy. Therefpthe higher growth rate in the wages of rural casual workers could be
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interpreted as a result of the public intervention and expenditure in rural areas as well as thalincrease
demand for unskilled casual workers leading to a higher reserve price of labour.

The second point to note is the much higher increase in overall economic growth in the economy during
the secongberiod, as compared tbe first period. Even for the threeriods of our analysis i.e. 1993 to

200405 to 201112 and 19934 to 201112, economic growth was much higher than growth in wages in
both regular and casual work. What this points to is the increasing trend in economic inequality between
wage incomeand norwage income or, in other words, between workers who are mostly dependent on
employment and wages and those with other sources of income. We shall examine the wage income of
worker households later but it is important to reiterate that a highetlgino wage rates has taken place in

the Indian economy in a context of increasing economic inequality.

4.8.2. Disparities

The dualistic character of the labour market is understanddtdgtesl in the disparity between the wages

of casual workers and regulaorkers. These are also clearly reflected in the four segments of the labour
markets that bring into focus the importance of location in terms of rural and urlasn(areeasonable
proxy for the level of economic development) as well as gender. Thesgitikkspare summed up in Table
4.19.

Table 4.19: Three main types of wage disparity
1993-94 2004-05 2011-12

The disparity between casual and regular wages is

Category Wage disparity by labour status (CW as Fhe hlghes_t among the three types OT Segmen_tatl(_)ns

a percentage of RW) in the Indian labour market. There is a decline in
:rbam?le ﬁ g; 23 this disparity for the whole period and it is due to

ural Male . N . e
Urban Female 30 30 30 the decline in the second peridiithin the overall
Rural Female 44 41 51 disparity the highest disparity as between the
Urban all 39 36 38 casual and regular work is in the urban labour
EH@LZ'L o ¥ 2 2 market which has remained the same during the
Category Gender disparity (Wages of Women as WhOIe period for women a_ndeena margmal
% of Men) increase for men. The dispatityowever declined
;L?:I”Rizgu“;’ o 5 5 somewhat in rural areasvith a slightly larger
Urban Casual 57 59 60 deqline for women than men. Gender disparity in
Rural Casual 64 62 68 which wages of women are lower than that of men
EL?ZF;?:' gg ;g gg is lower than the disparity between casual and
All wage labour _regular work but significant enough as a _social
Category Locational disparity (Rural wages as %  issue. There has been an overall decline in the
Regular Viale = of Ur?;” wages) = gender disparity largely contributed by the rural
Regular Female 29 57 53 labour market and also the urban casual labour
Casual Male 63 74 79 market. However, in urban regular work the faster
gasulal Feﬁna'e gé 4712 ii decline in the first period is offset by an increase in
egular a . . .

Casual all 63 20 78 the sec_ond 'q:rlo'd, resulting in almost an
All wage labour 38 42 44 unchanging situation.

This preliminary data analysis brings out that education is seen to be a major determinant of the level of
wages. The existing literature has already brought this into account and our exercises|uestibhapters
confirm this clearly. In Table 4.we find in three segments of the regular labour mgiketurban men

rural menandurban womepthere has been an increase in disparity in wagdmtween the Low Educated
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and the Graduates and aboveugrsi.e.due to differences in educational attainments. Only the rural regular
female segment has an unchanging dispaagithiough it increased during the first period. In the casual
labour market the disparity increased for rural men and urban womeeastieshows a significant decline
for rural casual women.

The social dimension in Indiab6s dualistic economy
While earlier work focused on the position of the two bottom groups viz. ST and SC, this pbe

NCEUS brought out that the hierarchical social structure is also reflected in several parameters of labour
market characteristics including the type of employment, education and wage structure. We have seen in
Table 48 that there is also the gal disparity andhat thisreflects a hierarchical pattern. However, in the

regular labour markethe position of Muslims in 20112 is at the bottom whereas this group was second

from the bottom in 20005. In the casual labour markétheir position $ higher tharthat ofboth SC and

ST and also the OBGhus occupying the second position in both the years. As we shall see later the wage
disparity in terms of social groups is not a straightforward assogidtisfargely mediagéd by educational
atainments.

When location and gender are further differentiated by social identity we have seen (in Table 4.9) a greater
and sharper differentiation in wages. This raises the question of inequality in wages. Measurement of this
inequality by alternative ntieods and to what extent inequality can be explained by identifiable factors has
been explored in Chapter 6. Before discussing inequality hawever take up the question of wage
determination in the Indian labour market or markets in the next chapter.
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5. Wage determination and wage income

5.1. Introduction

In Chapter 4 we examined statistics relating to wages in India in terms of daily wage earnings in two types
of employmen or labour status.e. regularand casual The descriptive statistics brouginto focus the
association of wages with a number of factors; principally in terms of gender, education, loedtistnyi

and occupationThese are valuable in themselves in the sense that they give us an idea of the factors that
are associated with loand high wages. Howevdhese associated factors are not in a position to inform

us about the relative importance of one factor as against another. That calls for a systematic analysis of data
in an interrelated frameworlo r  wh a't i s c afixd A didely gsedvnaodel igherdt Mi nmacte r
ear ni n g swhicuimasinglemgnation model that explains wage income as a function of education
and experience, named affercob Mincer (1958 and 1974)e apply this equation to the Indian labour
market® regular andcasual work in terms of the four segments of Rural Male, Rural Female, Urban
Male, and Urban Femaleby incorporating a number of additional explanatory variables mentioned below.

5.2. Methodology

We useda log of realdaily wage as a dependent variable and the covariate mattixiétage agproxy

for experience, level of education, social group identity, industry and stateiesiboncapture the variation
across regions. The construction of variables and descripditistiss are presented in Appendix Table 5
Al.

A common | imitation with this type of wage equati
bi asod. This arises because the wage equatandon i s
women whose participation in the labour market is not random. This is because we do not have the
(expected) wage data of those who are not currently participating in the wage labour market. Itis reasonable

to hypothesize that the wage rates of thekse are employed are higher than what it would have been had

those who are currently not in the labour market been employed. The reason for the curent non
participation of some of those in the working age group cbeldlue to several factors such as their high

reserve price or factors leading to lack of motivation. The exclusion of such persons leads to the omission

of such unobservable factors.

Since these unobserved variables are likely to be correlated with stneeatifserved factors in the wage
equation, there is a risk that the estimated coefficients will be biased either upwards or downwards.

In order to overcome this kind of sample selection®higsused the two steps in the Heckman selection
model (Heckman1979). Under this model, the first step involves the estimation of selection equation with
the paticipation decision as a dependent variable and the second step involves the estimation of wage

5 An argument has been made in the literature that working women are not a randomly selected sample of all females in the
popul ati on. This is the familiar O6éselectivity biasodénprobl em.
variable( | nverse Mil |l 6s ratio) added as an additional explanatory
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equation, conditional on employment. In the selection modelgalculated inverse Mills rafiaising the
predicted probability of participation in labour fortet is included in the standard wage equatibtne
second stage to correct the selection bias.

Identification of the selection equation requires thdusion of variables (at least one) in the selection
equation, which are (is) not included in the wage equation. If it happens that the variables in the wage
equation and the selection are the same, it usually results in the collinearity between thedpredicie

Mills ratio and the determinant variable of the wage equation. So we need one variable that affects the
participation choice and not the wages. The most appropriate identifying variable suggested by theory is
the nonlabour income of individuabr household. In the absence of such variable, we used number of
dependents including childrerdyears, 8 years and-94 years ofage and number of elderly members

in the household greater than 60 years of age which are commonly used in the lit€regseevariables

are assumed to affect the probability of participation in labour force, but not to affect wage determination.
It is reasonable to assume that the number of dependents in a household is unlikely to affect the wage rate
in the Indian laboumarkets.

5.3. Results from wage regression

The results of the selectivity corrected wage regradsiothe two distinct labour markets are presented in

Table 5.A17 As mentioned in the beginning we had selected several explanatory variables from the
descrptive statistics that influence the determination of wages. Tovighpinterpretation of theasults

we present in Tables 5.1 and 5.2 a summary of thlegt mearso as to make some economic sense out of

this econometric exercise. The results are to be interpreted in terms of a wage advantage or disadvantage
or a neutral situation in relation to a rvwafeerence
advantage to the concerned group; |l etter O6D6 ref
statistical regression coefficient is not significaviiich means there exists neither a wage advantage nor a
disadvantage to the group concerned. Whbere are no markings with a star (*) it means the results are

robust at 1% level of confidence; where there is a double star (**) it means 5% level of confidence; and

one star (*) means a 10% level of confidence. Figures in brackets indicate thadgmrcatvantage or
disadvantage as the case may be.

6 Named after John P. Mills, it is the ratio of the probability density function over the cumulative distribution function of a
distribution.

7 The sampleselection bias as shown hgmbda( air) Appendix 1, table has a statistically significant negative coefficient for

urban males in the regular worker category and rural males and urban males in the casual workerTd@gegopjies that the
expected \ages of selected men inespectiveemployment is lower thathat ofthe men selected at random from the population
given similar characteristickambda shows a positive coefficient for urban females in regular work which implies that the women
who selecurban regular work secure higher wages than a woman drawn at random from the population. Care must be taken while
interpreting the results since the coefficient is weakly significant at 10% level of signifidearobda shows a statistically
insignificantcoefficient forall other groups such as rural male and female workers in the regular wage category and rural and urban
females in casual wage categorhis implies that thevorkers in these groups earn no momntiwhat would have been expected

if drawn at random from population.
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5.4. Results for the regular labour market

Age: We first discuss the market for regular workisfirst variable isa proxy for experience and it bestows
some wage advantaggonall four groups ofvorkers. Every one year of age means a wage advantage of
0.1 percent increase for rural mevhile for the other three groups it commamds2 percent increase.

Education: Levels of educatioplay an important role ithe wages of regular workeras wehave noted

The estimated rate of return aehievement ireducation increase®Vage workers irthe urban sample
experience higher returasthe same level of educationcomparison with their counterpaitsrural areas.

This may be interpreted asurban location offering a distinct advantage oxeural location. Moreover,

it is interesting to note that the returns to education are higher among female wage workers in rural areas
thanthat of theirmale counterparts across all levels of education.t\Wisaresult conveys is that educated
women workers have a distinct advantage over the least educated group among the women. This does not
refer to the disparity between the wages of men and women in several categories. In urbeggataas

men workersenjoy a higher premium with higher levels of education. But in gergs@kducational
premium inthe urban labour market is significantly higher ththat ofthose inrural areas for merThis

could be due to the diversified nature df gpportunitiesn urban areas.

The higher returns to wanpsed tosuralersand closeitoahat of menim ur al
urban areas along with lower female labour force participation give an indication that there is an
underinvestment in female educatiarindia. The higher returns to educated women would strengthen the
argument for greater investment in the education of women which will, inter alia, also fatiliate
generation of positive social and economic externalities.

Socialgroup identity: Here we have categorized workers into five se@ligious groups that are found to
experience hierarchical i nequality (sometimes ref
results seem to be grotgpecific. Since the regular labour marlsebne wherim affirmative actiond in

terms of reservation of government and public sector fimbsocially disadvantaged groups operates,

the results have to be interpreted with this factor in miidongthe ST workers there seems to be an
advantagdor rural women but only at 5% level of confidence. For the other grotips results do not

show any wage advantage or disadvantage. Here we need to keep in mind that access to regular job is the
lowest for the ST group (see Tabld@. For SC workerghere is wage disadvantage in all four segments
although the results for rural women and urban men are valid only at 5% and 10% levels of confidence
respectively. OBC workers also exhibit a wage disadvantage except for rural men. For Muslim,workers
the wage disadvantage t®nfined to urban women only.

The descriptive statistics showed much sharper variations in wages across social groups than the results
obtained in the wage equation. We should note here that while social group identity has somgoassoci

with wage disadvantage, it usually weitkrough the educational factor. The question then shifts to the
ability to secure higher levels of education by the socially disadvantaged group. This could be due to
economic poverty along with other sociaktiers. Access to education then leads to the next stage of access

to jobs where the socially disadvantaged often encounter what may be called discrimifatioere are

two kinds of barriersit is instructive to examine the statistics relating toesscto education in terms of
educational achievements and access to quality jobs in terms of the broad categorization of regular and
casual.

ILO DWT for South Asia and Country Office for India 51



Table 5.1. Selectivity corrected wage equation for Regular and Casual Workers (2012): Summary of results

Regular wage workers Casual wage workers
Variables Rural Rural Urban Urban Rural Rural Urban Urban
male female male female male female male female
Age A(0.1) A (0.2) A(0.2) A (0.2) A(0.1) NS A(0.1) NS
Education levels
Middle A (2.0) A (6.0) A* (8.1) A(7.2) NS NS NS NS
Secondary A (1.7) A (5.0) A(7.2) A (6.3) A(2.1) NS A*(3.4) NS
Graduate & above A(1.9) A (5.9) A (7.5) A (6.9) A(6.5) NS NS  A(13.3)
Socio-religious category [Reference group: Others]
ST NS A**(5.7) NS NS D(2.8) NS NS D*(5.7)
SC D(1.8) D*(5.0) D**(7.3) D (5.7) NS A(2.2) NS NS
OBC NS D(4.3)  D**(6.0) D 4.9) NS A*(2.2) NS NS
Muslim A* A* NS D NS NS NS D**
(0.022) (0.066) (0.068) (0.058)
Industry [Reference Group: Public administration and defence]
Agriculture and allied D(3.5) NS D*(24.0) D(19.3) D D* NS D**
(0.225) (0.182) (0.185)
Mining and quarrying A A* A* NS D* NS A* D**
(0.058) (0.325) (0.192) (0.232) (0.224) (0.216)
Manufacturing D NS D D D** D** NS D
(0.022) (0.082) (0.084) (0.226) (0.183) (0.185)
Electricity, gas and water NS A(0.175) NS NS NS NS NS D**
(0.274)
Construction D NS D*(14.6) NS  D*(22.5) NS  A**(20.1) NS
Trade D D D D D D NS D
(0.027) (0.113) (0.090) (0.099) (0.231) (0.213) (0.194)
Hotels and restaurants D NS D D D** NS NS D*
(0.048) (0.142) (0.152) (0.242) (0.216)
Transport, storage and D Ax* D** NS D** NS NS D
communication (0.021) (0.134) (0.085) (0.227) (0.241)
Banking and finance D NS NS NS D* NS NS NS
(0.038) (0.389)
Real Estate and business D NS D D D** NS NS NS
services (0.039) (0.118) (0.108) (0.257)
Education NS D* D D D D* NS D*
(0.057) (0.088) (0.064) *(0.370) (0.205) (0.295)
Health and social work NS NS NS D D** D** NS NS
(0.077) (0.262) (0.223)
Other community and, D D D D D D NS D
social and personal (0.048) (0.118) (0.187) (0.095) (0.240) (0.191) (0.190)
services
Private households D D D D D** D NS D
(0.076) (0.098) (0.196) (0.083) (0.238) (0.190) (0.188)

Economicsector. The type of industry is the next variable that would represent the demand side as well as
the productivity differences. Here we have taken Public Administration i.e. a job in government/public
sector service, as the reference group. The overall picture is onaméneegular employment in Public
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Administration emerges as the one with a greateyevaadvantage than most, if not all, industrial groups.

The groups that show an unambiguous advantagéq#\iel of confidence) are mining and quarrying for

rural workers and electricitgaswater supply for rural women. These two are largely in the doofa

public sector enterprises. Transport, storage and communication show some advantage (at 5% level of
confidence) for rural women. The industries that show a distinct disadvantage for all four groups of workers
(wheren the percentage of disadvantage quite high) are trade, health and social work and other
community services and private households where domestic workers are employed. In agticalture
disadvantage is quite high but for rural women the results neither show an advamtdgadvantge.
Manufacturing also shows wage disadvantage excejnt tbe case ofural women. Thigould be due to

the fact that employment of rural wommm Public Administration is a small share of their total employment

with low wages as in the case of teachierdCDS centresgnganawadiy rural health schemex as

cleaners in government officdSor construction workershe results show a clear disadvantage for rural

men and urban men but in a weak sense (10% level of confidence). For reasons cited earlier, there is neither
advantage nor disadvantage for women in both rural and urban areas. For bankingrewegrural men

report a disadvantage whereas women do not show any significant result. Urban men are on par with Public
Administration. Workers in real estate are at a disadvantage compared to their counterparts in Public
Administration 8 except for rural women. Erpt for rural menthose in education are also at a
disadvantage compared to their counterparts in public administration. Most of the NS results are for women
and they reinforce our explanation that the average quality of employment for women in the Publi
Administration might benore in the naturef low-paying jobs.

Regionalfactor: The regional variation in wages is measured by using state gimtine wage regression.

We have used Guijarat as a reference category. Most of the regional dummy coefficepositive and
significant among male and female workers both in rural as well as in urban areas. What this means is that
a majority of state show significantly higher wages than Gujarat for most categories of workers. In such
statesthe ategoriesvhich do not show a wage advantage over Gujarat show NS rese#sing that in

net terms they show a wage advantage over Gujarat. That is to say there is at least one segment with a wage
advantage and no segment with a wage disadvantagesizzZGujarat. As shown in Table 5.2, there are 16

such states (out of the 28ken here) and Union Territories combined. There are 7 statesmbieeeor

two segments show a wage disadvantage compared to Gujarat; in the remaining segments the results are
not statistically significant. Out of these 7, five belong to the group ie@itv economic and human
development indicators; the remaining t&voundivided Andhra Pradesh and Karnatékaare middling

states with a reasonable record in both.

Table 5.2: Regional factor in wage determination: [Reference group: Gujarat] Summary of results for
regular work, 2011-12

Wage advantage in relation to Gujarat - regular Neither wage advantage or disadvantage

Jammu & Kashmir: Rural Male RF, UM and UF

Himachal Pradesh: Rural Male RF, UM and UF

Punjab: Rural Male*

RF, UM and UF

Uttarakhand: Rural Male RF, UM and UF
Haryana: Rural Male, Urban Male*, Urban Female RF

Sikkim: Rural Male and Rural Female, Urban Female UM

Arunachal: Rural Male and Rural F, UF UM

Nagaland: Rural Male, Rural Female** UM and UF
Manipur: Rural Male, Rural Female** UM and UF
Mizoram: Rural Male, Rural Female**, Urban Female UM

Tripura: Nil All four segments
Meghalaya: Rural Male**, Rural Female** UM and UF

Assam: Nil

All four segments

Goa: Rural Male, Rural Female*, Urban Female

UM

Kerala: Rural Male

RF, UM and UF

Tamil Nadu: Rural Female**

RM, UM and UF

Union Territories: All four segments (Urban Male*)

Nil
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Bihar: Nil All four segments

West Bengal: Nil All four segments
Jharkhand: Nil All four segments
Maharashtra: Nil All four segments
Wage disadvantage in relation to Gujarat - regular Neither wage advantage or disadvantage

Rajasthan: Rural Female RM, UM and UF
Uttar Pradesh: Rural Male and Female UM and UF
Odisha: Rural Male RF, UM and UF
Chhattisgarh: Rural Male and Female UM and UF
Madhya Pradesh: Rural Male and Female UM and UF
Andhra Pradesh: Rural Male RF, UM and UF
Karnataka: Rural Male RF, UM and UF

5.5. Results for casual labour market

The results for the casual labour market present, expectedly, a different gibei@sualabour market

as we have seen earlies a low wage market largely consisting of people from poorer economic
background as well as education and skill. Therefdhes range of variation of wages is quite small. This

is more so for urban men where the results for education, social group and industry of employment are
statistically not significantdenoting neither an advantage nor disadvantage in wages. Only uépan m
employed in construction show an advantage but aiilly a5% level of confidence. Age plays a small
advantageous role for only men.

For rural menboth secondary level and graduate and above educational attaireviel®isce eclear
advantage. But thidoes not apply to rural women as well as urban men. For urban wauotear and high
advantage iglisplayedfor graduates and above. These results perhaps show the emergence of casual
employment of educated perspas we have noted earlier. Social gradentity in casual employment
should not be expected and this largely holds for the four groups here. Ho8@weomen in rural areas

show a wage advantage and weakly significant coefficients (at 10 % level of significance) for OBC rural
women. ST menni rural areas show a clear disadvantage followeddnkly significant coefficients for

urban ST women.

Even in casual work, employment in Public Administration seems to confer some wage advantage since
there is no robust positive result for any categacyoss the industries. There is a weakly significant
coefficient for urban men in construction and mining and quarrying. For rural men it is a situation of wage
disadvantage in all industries except electrigégswater supplywhich is mostly in the palic domain. For

rural women, the casual labour market is more or less a flat one if not as flat as for urban men. They face
disadvantagein trade, community and social services and as domestic servants in private households.

The most important factoretermining wages of casual workers seems to be the regional factor in terms of
thestate in which the employment is provided. Here again Gujarat, which is the reference group, emerges
as a low wage state. As can be seen in TaBlarb20 states there s wage advantage either for all four

groups or at least one with other groups showing NS results suggesting no advantage or disadvantage. In
six states and Union Territories combingte advantage is for all four groups of workers. Only for seven
states ltere is a wage disadvantage at least for one greitip no advantage or disadvantage for other
groups. Madhya Pradesh and Chhattisgarh are the only states which have a disadvantage over Gujarat for
rural menand these states have similar disadvantageifal women, urban men and urban worexcept

for Chhattisgarh wit urban womeshowing neither advantager disadvantage. In facttates with a high
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advantage are not the ones in the top of industrialization and even in urbanization. But mosthafvthem
relatively high human development indicators.

Table 5.3: Regional factor in wage determination: [Reference Group: Gujarat] Summary of results for
casual work survey, 2011-12

Wage Disadvantage in Relation to Gujarat Neither Wage Advantage or Disadvantage
Jammu & Kashmir: All four segments Nil

Himachal Pradesh: Rural Male, Rural Female* UM and UF
Punjab: Rural Male and Female, Urban Male UF
Uttarakhand: Rural Male, Urban Male*, Urban Female* RF

Haryana: All four segments (Urban Female**) Nil

Rajasthan: Rural Male, Urban Male** RF and UF
Sikkim: Rural Male and Female UM

Arunachal : Rural Male and RF, Urban Female* UM and UF
Nagaland: Nil RM and UM
Manipur: Rural Male, Urban Female RF and UM
Mizoram: All four segments Nil

Tripura: Rural Male, Rural Female** UM and UF
Meghalaya: Rural Male and Female, Urban Male**, Urban Nil

Female

Assam: Rural Male* RF, UM and UF
Maharashtra: Rural Male UM and UF

Andhra Pradesh: Rural Male, Rural Female*, Urban Male, Nil
Urban Female**

Goa: Rural Female, Urban Female RM and UM
Karnataka: RM and Urban Male** RF and UF
Kerala: All four segments Nil

Tamil Nadu: Rural Male, Urban Male and Urban Female RF

Union Territories: All four segments (Urban Female*) Nil

Wage disadvantage in relation to Gujarat Neither wage advantage or disadvantage

Uttar Pradesh: Rural Female RM, UM and UF
Bihar: Rural Female** RM, UM and UF
West Bengal: Urban Female** RM, RF and UM
Jharkhand: Rural Female RM, RF and UM
Odisha: Rural Female RM, UM and UF
Chhattisgarh: All four segments (Urban Male**) Nil

Madhya Pradesh: RM**, Rural Female, Urban Male* UF
Maharashtra: Rural Female** UM and UF

In this wage equatigmne may ask why no institutional variables are introduced. Two kinds of institutions
influence the wage setting in the Indian labour market. One is the wage policy of the govezapuaidlly

to its own employees at both the central government andgsteéenment levels. Wages are fixed as per

the recommendations of a wage setting committee called Pay Commissions which takes into account a
number of factors such as educational qualification, job type and responsibility as well as policy on
minimum and raximum wages. In a way this influences the private corporate sector in setting wages of
their employees. However, since the economic reforms the tendency in the private corporate sector has been
to offer very high wages to supervisory and managerial ataffdepress the wages of shop floor/lower

level workers through informalizatipimcluding casualization. This has led to a secular decline in the share

of wages in organized manufacturing as has been brought out by many studies and highlighted in Chapter
2. The second institutional variable is the Minimum Wage policy and the effectivarieds
implementation. The first institutional factor is taken care of in the industry variable where public
administration (including public sectoprcupiesa high podion. The second institutional factor is taken

care of in the regional variable of states since high wages reflect, among other things, a high degree of
minimum wage realizatiod especially by casual workers.
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5.6. Wage income as a share of household Income

For a large majority of households hiut adequate assets, wage income would constitute the principal
source of household income. A pertinent question in this context is: How do wages of workers stand in
comparison to certain other indicators of incoriie?e the challenge is to calculate thage income of
households and compare it with other variables such as per capita national inéoooenerrequired to

cross the poverty line. To calculate wage income of a household we need to know the averagefnumber
workers per household, its composition in terms of casual and regular status, the wage rates for these two
groups and the number of dagf work in a given year. The wage income may then be calculated using the
following formula:

Yw=[(RnX RiX Ry) + (Cn x Cyx Cy)]

Where Y, stands for the annual wage income of a household,;
Rn stands for the average number of regular workers in a household;
Rq stands for the number of paid days in a year;
Rw stands for the money wage rate in the given year.

Similarly C,, Cq and G, stand for the above variables for casual workers.

In order to find out the proportions of regular and casual workers in a wage labour household, we first
identified such households as O0Regul abyusmgthee hous
majority criterion i.e. if more than 50 per cent of the working members are in the regular category such a
household was <classified as ORegul ar wage househo
workers were recorded to calcdaR, and G. Ry and G, were calculated from the wage data. For
employment, we assumed that regular wage workers were being paid on a monthly basis including holidays

and therefor¢he totalwas taken as 365. For casual workens assumed an average waiky of five per

week or 260 days per year. This is somewhat less than full employment days and excludes days not paid
since they are 6casual 6 in | abour status.

The wage incomes for the urban and rural households for the Iboorlatatus groups are presented in
Table 54. Of course, these are average income for the respective groups and therefore would not show the
wage income of highly paid employees such as professionals and managers and administrators. However,
given the vey low wages of rural casual labour (who incidentally are either-pssgtor asseless and
dependent overwhelmingly on wage income) we are in a position to gauge their income in relation to the
national income. Per household GDP is calculated by nvittgpper capita income in 20112 with that

of the household size. As per the Population Census of 2011, the average household size in India was 4.9.
As such we findhe per household GDP was R42387 in 201112.

So, we can say that wage earnersti@aarly the casual workers, are highly disadvantageously placed vis

a-vis those depending on nevage income, in both rural and urban areas, but more particularly in rural
areas. Take the situation in 2012. With the major share of income coming froaswal employment,

which is less than orith of the per capita national income for rural casual labour households and about

30 per cent for urban casual labour households, these households are vulnerable to economic shocks and
may find it difficult to adieve and sustain a decent standard of living. Even for rural regular labour
households wage income is only twéfths of per household GDP. Increasing casualization and
informalization of employment despite the continuing relatively high growth of ingarakkely to further
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increase the inequality between wage earners and other groups. Epsvildgedgroup of urban regular
labour households gets only a little less thanhwiras of per household GDP.

Overall the situation has worsenadwage income as a share of per household GDP has declined for every
type of wage labour household. The decline has been the highest for rural casual households followed by
urban casual households.

Table 5.4: Wage income of households in 1993-94 and 2011-12

HHs Year Rn Ry Cn Cw Yw Wage income as
(INR) (INR) (INR) % of house-hold
GDP

Urban regular 1993-94 1.26 75 0.09 29 35139 69.7
2011-12 1.29 446 0.09 169 213494 62.4
Urban casual 1993-94 0.24 75 1.54 29 32476 64.4
2011-12 0.25 446 1.39 169 102264 29.9
Rural regular 1993-94 1.18 54 0.30 21 24798 49.2
2011-12 1.18 297 0.27 138 137634 40.2
Rural casual 1993-94 0.06 54 1.83 21 26141 51.8
2011-12 0.07 297 1.57 138 63955 18.7
Total wage workers 1993-94 0.50 67 1.15 22 18707 37.1
2011-12 0.58 297 0.91 143 96113 28.1
Per household income 1993-94 50,435* 100.0
2011-12 342088.6** 100.0

Note: * Calculated as per capitaincome (1993-94) by household size (9170 x 5.5). **calculated as per capitaincome (2011-12) by
household size (69814x4.9). Source:

We know from Chapter 4 that the incidencecatual work is higher among the socially disadvantaged
groups with SC and ST groups occupying the lowest position. In other words, quality of employment is
inversely related to the social hierarchy and links could be nsarmh as barriers to educatiospecially
educationof higher quality, family legacy, social network, social discrimination and so on. This will then
reflect on differential wage income and its share in per household national income. By using the appropriate
values for R, C,, Ry and G, and assuming the same level of employment as used in the earlier table, we
present the wage income and its share as a percent of per household GDP in5T&@bke resuld bring

out that at the bottom three social groups viz., ST, SC and Muslim shiamgaa evel of incomed one

whichis less than half that of the socially advantaged group of Others. The OBC group is an intermediate
group and has a wage income that is around 70 per cent of the Others.

The fact that wage income as a share of per hold&DP has declined sharply for all groups since 1993

94 (except the ST who experienced only a marginal decline but from the lowest share) is another pointer to
the rise in social inequality in the econagrsince the proportion of newage income is likg to be more
significant among the higher wage income groups such as Others and OBCs because they also have a higher
incidence of those with assets. This is despite an absolute increase in real wages. Once again the context of
an increase in real wage amdge income and a small decline in wage inequaligasting within a larger

context of heightening economic inequality needs be emphasized.
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Another interesting comparison is of wage/salary earners income, with the official poverty line
income. Poverty line based on NSSO data for 24 Tollowing Tendulkar methodology was

fixed atINR 816 per capita per monthly consumption expenditure in ruralNiRA.000 in urban

areas. With the average household size of 4.9 and 4.5 in rural and urban areas respectively, a rural
household was required to have an income of morelMRr8,999 andirban householtNR 4,500

per month to be just on the poverty line. In annual term, their respective incomes needdRtd H968

in rural andiNR 54,000 in urban areas. Thus on an average household of regular wage/salary earners are
well above the poveytline, both in rural and urban areas, but household incomes of casual workers,

Table 5.5: Wage income (INR) and its share as percentage of per especially those in the rural areas
household GDP by Social Group are not very far above the poverty
Social Group 1993-94 2011-12 line income. And with the
INR % INR % ; ; ; ;
Others only NA NA 199440 58.3 mcreasm_g casualization and
Others+OBC* 27,648 54.8 139261 407 Vulnerability of such
OBC NA NA 103148 302 employment, many of them may
Muslim 21,526 44.7 87622 25.6 ; i iFF i i
sC 55957 S5 86759 524 flnd it difficult to sustain thelr_
ST 13,620 2701 83,106 -43 Income levels and may even slip
Note: * Data for 1993-94 do not permit separation of households/persons by their OBC below the poverty |ine, Howev,er

group status.

what is given here is the average

and not the distribution of income by using the official poverty line. It is estimated that 36 percent of the
casual waokersd only 9 percent of the regular workérsvere poor in 20112 (NSSO, ILER) as against

an overall poverty incidence of 25 percent, using Tendulkar methodology.

But the reality of poverty is not just between those who are above or below the povesgitHmegh that

gives a rough indication of the extreme nature of deprivation in the country. Using the official poverty line

the NCEUS (2007/8) reported that there is a clustering of households just above the poverty line such that
those who have two times the official poverty | i
expanded notion of ingprmeorequirachwbuldvba Re 85(936bahdeRs. 10810D@0
respectively for rural and urban households. If this is apphetther rural nor urban casual labour
households are in a position to overcome their economic vulnerability. As a group only regular worker
households would pass this test. This underlines the status of casual workers as the most poor and vulnerable
in the Indian society. From a social point of view, the three bottom group categories of ST, SC and Muslim
will also not pass this test. Whatbitings out is the vulnerable nature of casual labour households whose
incidence is higher among the socially disadvantaged sections.

5.7. Summing up

In this chaptemwe examined the issues of (a) wage determination, and (b) wage income as compared to the
averge national income per household. We have taken regular and casual workers separately.

Wage determination models, as with other such models, seek to explain the factors by using real or dummy
variables. They are often rough approximations to reality aotbeniss out on many nuanced factors.
Some of the limitations of the Mincerian earnings function that we deployed need mentioning at this stage
so that the results are takerhile keeping them in mind. For example, education could be broadly
considered f.a proxy for ability but innate ability could still differ. Further quality of education cannot be
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captured by taking levels of education. Another limitation is the exclusion of theramga employed (i.e.
seltemployed) because we do not have data om #dagnings. This could also lead to some bias in the
return to education. We would therefore urge that the results in the wage equation should be read along
with the descriptive statistics presented in Chapter 4.

Wage determination exercises indeed bong the importance of education. This is more so for women
than men. The regional variable brings out important lessons in that urbanization and industrialization per
se in a region need not result in wage advantage than other areas. This is amgreey ahat needs to

be pursued further by scholars and others interested. From a logical point of view this calls for strong
enforcement of minimum wages since workers in the casual labour category constitute the majority in all
regions among the universeage workers. Equally important could be the role of collective bargaining
especially for regular workers in the organized sector. The regional state also represents the overall level of
economic development and that seems to come out clearly in thefcatages with wage disadvantage
compared to Gujarat.

The analysis of wage income as a share of national income per household brings out the increasing
importance of nomwvage income. The fact that wage income share has declined also points to tkamcrea
economic inequalitythus adversely affecting the casual worker households the most. In that sense there
could be a sense of greater relative deprivation.
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Appendix to Chapter 5

Table 5. Al:Selectivity corrected wage equation for Regular and Casual wage workers: log daily wage (2012)

Regular wage workers Casual wage workers
Variables Rural male  Rural female Urban male Urban Rural male  Rural female  Urban male Urban
female female
Age 0.025** 0.024*** 0.021%* 0.026*** 0.002*** -0.000 0.004*** 0.000
(0.001) (0.002) (0.002) (0.002) (0.001) (0.001) (0.001) (0.001)
Education levels [Reference group: Low educated]
Middle 0.152** 0.214** 0.147* 0.228*** 0.017 0.004 0.030 -0.001
(0.020) (0.060) (0.081) (0.072) (0.017) (0.019) (0.029) (0.045)
Secondary 0.451** 0.751** 0.468*** 0.769*** 0.044** -0.024 0.063* 0.004
(0.017) (0.050) (0.072) (0.063) (0.021) (0.026) (0.034) (0.054)
Graduate and 0.733*** 1.327%*= 0.962*** 1.267%* 0.124* -0.108 0.080 0.373**
above
(0.019) (0.059) (0.075) (0.069) (0.065) (0.107) (0.092) (0.133)
Socio-religious category [Referencegroup: Soci ally advantaged group of 6
ST -0.028 0.137* -0.077 -0.054 -0.082*** -0.016 -0.065 -0.097*
(0.021) (0.057) (0.112) (0.088) (0.028) (0.024) (0.060) (0.057)
SC -0.054*** -0.096* -0.164** -0.178*** -0.000 0.067** -0.041 -0.024
(0.018) (0.050) (0.073) (0.057) (0.024) (0.022) (0.040) (0.048)
OBC -0.025 -0.113*** -0.148* -0.214*+* 0.009 0.036* -0.036 -0.038
(0.016) (0.043) (0.060) (0.049) (0.024) (0.022) (0.040) (0.045)
Muslim 0.037* 0.118* -0.120 -0.196*** 0.041 0.020 -0.061 -0.123**
(0.022) (0.066) (0.081) (0.068) (0.027) (0.030) (0.042) (0.058)
Industry [Reference group: Public administration and defence]
Agriculture and -0.456%** 0.006 -0.397* -0.540%** -0.640*** -0.328* 0.201 -0.436**
allied
(0.035) (0.098) (0.240) (0.193) (0.225) (0.182) (0.204) (0.185)
Mining and 0.336*** 0.563* 0.329* 0.247 -0.413* -0.017 0.390* -0.499**
quarrying
(0.058) (0.325) (0.192) (0.330) (0.232) (0.193) (0.224) (0.216)
Manufacturing -0.397** 0.006 -0.382*+* -0.543** -0.487** -0.403** 0.257 -0.610***
(0.022) (0.080) (0.082) (0.084) (0.226) (0.183) (0.202) (0.185)
Electricity, gas 0.020 0.814*** 0.026 -0.086 -0.411 -0.018 0.330 -0.638**
and water
(0.033) (0.175) (0.146) (0.141) (0.279) (0.410) (0.282) (0.274)
Construction -0.247*+* 0.222 -0.248* -0.122 -0.403* -0.119 0.453** -0.088
(0.035) (0.185) (0.146) (0.184) (0.225) (0.183) (0.201) (0.184)
Trade -0.648*** -0.252** -0.699*** -0.687*** -0.564** -0.454** 0.181 -0.709***
(0.027) (0.113) (0.090) (0.099) (0.231) (0.213) (0.205) (0.194)
Hotels and -0.458*** -0.231 -0.522%** -0.455*** -0.571* -0.256 0.299 -0.409*
restaurants
(0.048) (0.144) (0.142) (0.152) (0.242) (0.235) (0.215) (0.216)
Transportation, -0.267*** 0.329** -0.211** 0.040 -0.473** -0.131 0.284 -0.655***
storage and
communication
(0.021) (0.134) (0.085) (0.100) (0.227) (0.211) (0.205) (0.241)
Banking and -0.100%** 0.125 -0.120 -0.001 -0.645* 0.639 0.110
finance
(0.038) (0.135) (0.122) (0.111) (0.389) (0.405) (0.491)
Real estate and -0.236*** -0.242 -0.377** -0.298*** -0.539** -0.052 0.365 -0.203
Business
Services
(0.039) (0.169) (0.118) (0.108) (0.257) (0.245) (0.233) (0.257)
Education -0.020 -0.096* -0.250*** -0.430*** -0.635* -0.397* 0.220 -0.508*
(0.018) (0.057) (0.088) (0.064) (0.370) (0.205) (0.344) (0.295)
Health and -0.037 -0.012 -0.223 -0.256*** -0.541** -0.467** 0.342 -0.289
social work
(0.037) (0.067) (0.139) (0.077) (0.262) (0.223) (0.250) (0.208)
Other -0.786%** -0.454%** -0.701%** -0.893*** -0.683*** -0.706%** 0.191 -0.639%**
community,
social and
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personal

services
(0.048) (0.118) (0.187) (0.095) (0.240) (0.191) (0.222) (0.190)
Private -0.724%* -0.581%** -0.605*** -0.941%** -0.581** -0.644** 0.251 -0.664***
households
(0.076) (0.098) (0.196) (0.083) (0.238) (0.190) (0.242) (0.188)
Region [Reference Group: State of Gujarat]
Jammu & 0.144** -0.148 0.101 0.076 0.387** 0.616*** 0.339*** 0.442%*
Kashmir
(0.040) (0.123) (0.159) (0.135) (0.051) (0.153) (0.096) (0.111)
Himachal 0.109*** -0.156 0.046 0.020 0.224%** 0.114* 0.141 0.170
Pradesh
(0.041) (0.113) (0.244) (0.184) (0.058) (0.064) (0.149) (0.195)
Punjab 0.075* -0.075 -0.013 -0.019 0.430*** 0.485** 0.274*** -0.030
(0.042) (0.156) (0.146) (0.129) (0.051) (0.087) (0.092) (0.123)
Uttaranchal 0.169*** 0.141 0.077 0.178 0.284*** 0.151 0.233* 0.325*
(0.053) (0.168) (0.199) (0.181) (0.069) (0.142) (0.138) (0.171)
Haryana 0.249*** 0.233 0.269* 0.394*** 0.382*** 0.431** 0.267** 0.342*
(0.045) (0.166) (0.161) (0.139) (0.054) (0.076) (0.098) (0.158)
Rajasthan 0.064 -0.387*** -0.030 0.132 0.226*** 0.048 0.190** -0.068
(0.042) (0.139) (0.152) (0.143) (0.048) (0.047) (0.089) (0.110)
Uttar Pradesh -0.244* -0.508*** -0.074 -0.064 0.035 -0.174%* -0.017 -0.019
(0.037) (0.118) (0.134) (0.130) (0.042) (0.048) (0.076) (0.098)
Bihar -0.047 0.016 -0.086 -0.039 0.049 -0.141** -0.046 -0.123
(0.045) (0.149) (0.204) (0.224) (0.044) (0.056) (0.090) (0.146)
Sikkim 0.314*** 0.697*** 0.254 0.584*** 0.373** 0.507*+* 0.178 omitted
(0.047) (0.123) (0.342) (0.222) (0.122) (0.099) (0.276)
Arunachal P 0.448*** 0.816*** 0.257 0.668*** 0.395*+* 0.433** 0.175 0.254*
(0.051) (0.155) (0.204) (0.199) (0.098) (0.070) (0.138) (0.149)
Nagaland 0.225%** 0.439** 0.058 0.115 0.348 omitted 0.177 omitted
(0.049) (0.184) (0.252) (0.244) (0.271) (0.290)
Manipur 0.186*** 0.328** 0.083 0.166 0.267*** -0.007 0.121 0.706***
(0.042) (0.133) (0.195) (0.169) (0.095) (0.069) (0.122) (0.197)
Mizoram 0.384*** 0.842*** 0.207 0.528*** 0.483*** 0.825*** 0.406*** 0.500%**
(0.053) (0.147) (0.198) (0.158) (0.145) (0.267) (0.122) (0.187)
Tripura -0.028 0.006 -0.247 -0.118 0.236*** 0.126** 0.137 0.191
(0.050) (0.139) (0.243) (0.168) (0.052) (0.056) (0.120) (0.126)
Meghalaya 0.115** 0.283** -0.034 0.179 0.592%** 0.342%* 0.300** 0.392**
(0.052) (0.116) (0.243) (0.174) (0.076) (0.054) (0.127) (0.115)
Assam -0.019 0.031 0.081 0.239 0.098* 0.009 0.004 0.162
(0.040) (0.113) (0.203) (0.190) (0.053) (0.049) (0.123) (0.146)
West Bengal -0.011 -0.145 -0.030 -0.103 0.002 -0.070 -0.127 -0.216**
(0.039) (0.104) (0.136) (0.139) (0.044) (0.043) (0.079) (0.088)
Jharkhand 0.019 -0.162 0.053 -0.096 -0.024 -0.328%** -0.010 -0.124
(0.050) (0.136) (0.194) (0.183) (0.050) (0.060) (0.093) (0.128)
Odisha -0.259*+* -0.152 -0.088 -0.138 -0.018 -0.181%** -0.024 -0.161
(0.041) (0.118) (0.175) (0.152) (0.047) (0.043) (0.097) (0.103)
Chhattisgarh -0.343*** -0.358*** -0.276 -0.105 -0.250*** -0.219%** -0.257** -0.403***
(0.046) (0.114) (0.193) (0.147) (0.059) (0.038) (0.107) (0.081)
Madhya Pradesh -0.335%** -0.556%** -0.203 -0.196 -0.100** -0.066* -0.142* -0.101
(0.043) (0.126) (0.149) (0.134) (0.047) (0.037) (0.081) (0.087)
Maharashtra 0.021 0.040 0.149 0.163 0.127*+* -0.073* 0.073 -0.073
(0.035) (0.106) (0.118) (0.109) (0.045) (0.030) (0.077) (0.068)
Andhra Pradesh -0.139*+* -0.040 0.029 -0.021 0.318*** 0.057* 0.235*** 0.165**
(0.038) (0.111) (0.130) (0.113) (0.045) (0.030) (0.079) (0.068)
Karnataka -0.143%** -0.094 0.036 0.190 0.297*+* -0.024 0.197** 0.011
(0.041) (0.114) (0.143) (0.122) (0.049) (0.035) (0.078) (0.072)
Goa 0.262*** 0.286* 0.052 0.382** 0.297 0.640*** 0.226 0.857**
(0.073) (0.164) (0.250) (0.177) (0.198) (0.100) (0.199) (0.236)
Kerala 0.160*** 0.051 0.179 0.105 0.953*** 0.447** 0.811%** 0.463***
(0.043) (0.099) (0.171) (0.117) (0.047) (0.038) (0.078) (0.077)
Tamil Nadu 0.053 0.218** 0.057 0.185 0.466*** 0.020 0.421%** 0.233**
(0.037) (0.104) (0.133) (0.114) (0.044) (0.032) (0.073) (0.067)
Union Territories 0.329*** 0.388*** 0.230* 0.465*** 0.492*** 0.239** 0.368*** 0.169*
(0.041) (0.117) (0.128) (0.115) (0.078) (0.062) (0.089) (0.103)
Constant 4.557%** 3.675*** 4.906%** 4,124 5.239*** 4.826*** 4.474%+* 4.946**
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(0.045) (0.139) (0.166) (0.166) (0.230) (0.185) (0.216) (0.199)
Observations 12,549 2,869 18,629 4,933 15,969 6,745 6,656 1,483
Wald chi2 10412 1755 691.6 1545 2128 1233 646.8 601
lambda 0.0851 0.147 -3.036* 1.187* -0.801%+ 0.0420 -0.929* 0.110
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6. Measuring wage inequality
6.1. Introduction

We have seen the role of different factors in the determination of wages in the four segments of the Indian
labour market. Several factors were found to be highly significant in influenciagdétermination of

wages. In generathose who come from socially disadvantaged backgmguwasual workers and from
economically lagging regions (states) are less favouraldifipmed than others. But the model was not

meant to measure inequalily although the unequal nature of the outcomes is quite evident in the results
presentedindependent measures are warranted to determine the overall inequality and the contribution of
identifiable factors to explain the inequality. There is a class of inequality measures ranging from the simple

to more complex ones. We first discuss -guamgiler esul t
di spersion r at i odmpéexneasurbsesia., the Gini eoefficent and/tbe Theil Index.

Earlier studies have reported an increase in wage inequality in the period fror®41903200405
particularly in regular employment in urban areas (see Ch 2). We are now in a posititamtbthe analysis

to 201112 using EUS data from the NSS 68th Round so that changes in the wage inequality, if any, can be
captured for the recent period for all the wage workers as well as in the four segments of the Indian labour
market

6.2. Inter-quanti le dispersion ratio

In Figure 6.1, we present the iriguantile dispersion t@s for all the wage workers for the top and bottom
percentiles P90/P10), the top and the middle percentilB9Q/P50) and the mide and the bottom
percentiles (BO/P10). The trends in wage inequality using intgrantile dispersion ratio show that for all
workers the inequality betwed?®0/P10 has shown some decrease without interruption. This means that
the average wage in the top was 10.3 times higher (i.e. 103@migtltan the average wage in the bottom
in 199394 but has now declined to 9 times.

A somewhat different picture emerges for the top to reigdrcentileworkers. This ratio (80/P50) for all

workers has registered only a marginal increase betweerab@93012 but after a greater increase during

the first period. One may say that the inequality ratio between 1993 and 2012 has more or less the same.
As for the lower half of the distribution the intgunantile dispersion ratio betwe®0/P10 has shown a

decline for the whole period but the decline was due to a decline in the first period which subsequently
increased somewhat but remained below the initial i.e.-9498vel. The lower values of the ratios also

show that the dispersion at the lower hdlthe distribution is the least. Given the fact that it is the casual
segments which have registered a higher wage increase, there is some leveling up of the bottom wages in
the Indian economy.

ILO DWT for South Asia and Country Office for India 63



Figure 6.1: Wage inequality: Percentile ratios
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Quantile ratio as a measure of inequality

The trends in wage inequality among a different group of workers are measured by using percentile ratio and Gini coefficient.

Quantile ratio

A simple and widely used measure of inequality is the quantile dispersion ratio, which represents the ratio of average wage earnings of the top
wage earners (90" percentile) divided by the low wage earners (10" percentile). This ratio can be calculated for other percentiles too. The
dispersion ratio is easily interpretable and can be interpreted as the wage earning of top earners as a multiple times the low wage earners or
median wage earners (50" percentile).

The quantile ratio 0 'Y is estimated by

(=2

cr D
0 YO h) =
o B B ]
Where 0 0 is the quantile and 0 and U are the percentiles, quantile ratio measures the dispersion of wage across distribution. The inequality
among workers is measured by taking the percentile ratios of average daily wages at three distinct points of the wage distribution i.e. Top to Bottom
(90th to 10th percentile ratio), Top to Middle (90th to 50th percentile ratio) and Middle to Bottom (50th to 10th percentile ratio).
The quantile ratio ignores the information between the two percentiles which are taken into consideration.

(=41

Table 6.1: Wage inequality (inter-quantile dispersion ratio)

Inter-quantile range (90- Inter-quantile range Inter-quantile range
Category 10) (90-50) (50-10)
P1 P2 P3 P1 P2 P3 P1 P2 P3

Rural Regular Male 7.49 9.00 8.33 2.03 3.46 2.81 3.68 2.60 2.97
Rural Regular Female 11.26 14.96 14.29 3.57 5.83 5.00 3.16 2.56 2.86
Rural Casual Male 3.33 2.89 2.86 1.90 1.73 1.81 1.75 1.67 1.58
Rural Casual Female 2.92 2.75 2.67 1.67 1.83 1.60 1.75 1.50 1.67
Urban Regular Male 7.34 8.57 9.13 2.27 3.22 3.00 3.23 2.67 3.04
Urban Regular Female 13.33 18.67 17.33 2.22 5.60 4.33 6.00 3.33 4.00
Urban Casual Male 3.90 3.13 3.00 1.95 1.79 1.82 2.00 1.75 1.65
Urban Casual Female 3.60 3.50 4.00 1.76 1.75 2.00 2.04 2.00 2.00

This overall and recent reduction in wage inequalityn@aans othis measure may be understood better by
examining the intequantile dispersion ratios for the labour markets differentiated by gender, location and
labour status (given in Table 6.1). In termsP80/P10, out of the four casual labour groups three have
reported a reduction in inequality for both the perjodsulting in a decline in inequality for the whole
period. However, what is significant to note is the rise in inequality among all regular worker categories
for the whole period. In the caserefularurban male worker$oth the periods are characterized by a rise

in inequality. This pattern is more or less repeatedP8/P50, too. In contrastthe inequality ratios
between the middle and the bottoRb@/P10) show a decline for the whole peritat all the categories.
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These results suggest that the wage inequality in Indian economy is largely contributed by the upper half
of the wage distribution.

6.3. Gini coefficient

Gini coefficient is a common measure of inequality. It compares the distribatignyages in our case,

with an equal distribution. If every member in a group has equal amount, then the Gini coefficient woul
be zeroConverselyif one person has all the benefits and others get none, then the Gini coefficient would
be equal to one.

The results in this measure differ from the earlier one somewhat. For all weikeess hardly any change

in inequality for the whole periodBut when the constituent worker categories are examioregl can see
that inequality increased for the fooategories of regular workeesmdrural workers registered a small
decline during the second perio8lll four categories of casual workers registered a decline in wage
inequality with a sharper decline for rural female casual workers.

We may recall thathe interquantile dispersion ratio showed an increase in wage inequality for the urban
casual female workers for the whole period P80/P10as well adP90P50 whereas the Gini coefficient
show no change. In that sensiee Gini ratio that takes into aoant the entire range of distribution has a
greater significance.

Gini coefficient as a measure of inequality

Gini coefficient is the most widely used single measure of inequality. It is based on Lorenz curve, a cumulative frequency curve that compares the
distribution of wage earnings with the uniform distribution that represents equality. The Gini coefficient ranges from zero (complete equality) and
one (complete inequality). It is also represented as percentage ranging from 0 to 100. The Gini coefficient is defined as follows:
B B 0 0
00¢ 0
Where ¢ the number of observations in the sample is, 0 is the average wage, U is the wage of individual “Gand 0 is the wage of individual Q

Table 6.2: Wage inequality (Gini coefficient) trends

Group 1993-94 2004-05 2011-12

Rural Regular Male 0.39 0.46 0.44
Rural Regular Female 0.48 0.54 0.52
Rural Casual Male 0.27 0.25 0.24
Rural Casual Female 0.25 0.23 0.21
Urban Regular Male 0.38 0.46 0.47
Urban Regular Female 0.45 0.54 0.54
Urban Casual Male 0.28 0.27 0.27
Urban Casual Female 0.30 0.29 0.29
All wage workers 0.48 0.50 0.48

6.4. Decomposition of wage inequality
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In order to understand the contribution of different factors affecting wage inequality, we decompose wage

inequality to 6withind and &édbet ween b brigfrdescription ne qu al

of Theil index is given in the Box). Therdt task was to decide on the number of categories within the
universe of wage workers in the country.

Decomposition of inequality

To assess the contribution different sub groups on inequality, we used Theil decomposition in our analysis. It decomposes overall inequality "O into
within group inequality 'O and between group inequality O .

00 O
To decompose Theil measure of inequality "O, let 0 be total wage earnings of the total wage workers, 0 is the wage earnings of a sub group, 0 is
total wage worker population and 0 is the population in the subgroup. Theil index "Ois defined as:

o 00 O 00
oY Qa —a €5—— - E——
uu uu w w
0 0 0jo
-— 0 — A &5—
0 0 0j0
(6] (6]

The first component measures within group inequality “O and the second component measures between group inequality “O . It can be seen in
percentage terms such as 'Y "Oj "®r100 which explains the percentage of inequality explained by between group differences and p m 'Y is
the percentage of inequality explained by within group differences. By increasing the number of mutually exclusive subgroups, one can account for
the effect of wider range of structural factors.

Starting with soméasic characteristicthe following six groups were formed. The details are given below:

Our analysis based on these groupings relates to two time points i.e02@04 201112 since the five

social groupwise data are not available for 1998 (due ¢ clubbing of the Others and OBC in one group).

As one can sethe largest set is Group 4 where the workers with the first three characteristicarfparg!
malefemale, regulacasual) are further differentiated by social group and education that Ih@es
mutually exclusive worker groups. Once the classification is introduced the stark differences in wage rates
are experienced between the high paid and the lowest paid in the Indian labour A@pkatix Table

6.A1 reports real daily wage rates inesdending order. It shows that urban regular male wsirkeocially
advantageous category having graduate and above level of education earn the highest wages at an average
daily wage rate of 548 rupees a day in 2Q21The lowest paid is the urban casdi@emale Muslim with
secondary education who earns 41 rupees a day which gives a ratio of 13.4 meaning that the highest paid
in this grouping received a wage equivalent to 13.4 times the wages of the lowest paid-12.2046G

diagrans (Figure 3 and4) depicting this rangén termsof moneywages in the Indian labour markaaie
instructive to note.

Table 6.3: Construction of groups for decomposing inequality

Group Description of specification No. of worker
groups

Group 1 1. Location (Rural and Urban), Gender (Male and Female) and 8
Labour status (Regular and Casual) (2x2x2)

Group 2 1. Location, Gender and employment type and education (Low 32
Education, Middle, Secondary and Graduate and above)
(2x2x2x4)

Group 3 2. Location, Gender, employment type and social group 40
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(2x2x2x5)

Group 4 2. Location, Gender, employment type, Social group and 160
Education (2x2x2x4x5)(Large Set)

Group 5 2. Location, Gender, employment type, Education and social group 76
(Small Set)

Group 6 2. Location, Gender, employment type, Education, age and social 152

group (Small Set of 76x2)

It is also noticeantable 6A1 that the highly paid worke are graduates across all social categories which
highlights the role of education in cutting across the social hierarchy even though differences in wages are
found between social groups among highly educated. The lowest paid are the female worgecsiviees

of education, location and soeieligious group.

While observing the changes from 2008 to 201112, the data shows that the real wages have reported a
positive growth excepiior afew groups mostly regular female workers in rurateasas wel as urban

across different education levels and belonging to different social groups who have reported a negative
growth rate ofeal wages during this period.

We have found in some of the categories wage rates converge and we clubbed differegtafategkers

together to make a shorter list called Group 5. For example, wage rates of rural casual female workers
irrespective of education and social group identity show very little disparityalsodnthe case of urban

casual female workers. Therefpthese two groups were taken without differentiating across education and
social group identity. After clubbing such similar groups we arrived at a smaller group of 76 presented in
Table 6.5.

Figure 6.2: Daily wages of rural women in different social and educational groups (in INR)
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Table 6.4 presesathe decomposition results for different group specifications. The results reveal that when
we take worker group interaction according to location, gender and labour status {atole @),only 27

percent of the wage inequality can be attributed to between group and majority is explained within worker
categories in 20112. It was 34 in 2004.
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We elaborate the base group by adding education as a differentiating variable. When that tsedone, t
explanatory power of the between group inequality increases significantly from 34 to 52 per cent in 2004
05 and 27 to 43 per cent in 2012. There is a significant reduction in the explanatory over time signifying
that other factors may have playedigger role in inequality in 20112.

From the descriptive statistics in Chapter 4 we know that social group identity is also an important
differentiating factor in wages. This could play a role in itself in the form of social discrimination in wages.
Or this could interact with education since access to education has a social dimension due to historical
exclusion and contemporary barriers that works through other factors such as inberséore we first
introduce social group identity as a differentigtivariable without education and then introduce both of
them.

When social group is added to Group 2 without taking into account educational levels, the explanatory
power increases only by four per cent in both the years. It could therefore be surmissmtidd group

identity may be playing an indirect role in wage inequality through access to education. And it is well
established that educational backwardness is higher the more socially disadvantaged a group is. However,
when both education and soojgibup identity are introduced, as in Group specification 4, the explanatory
power enhances considerably. In 2@®it increased by 16.5 per cent and in 2Q21t increased by almost

the same of around 14.6 per cent.

Table 6.4: Inequality decomposition (Theil)
Group specification 1: Location, gender and labour status

Description 2004-05 2011-12

Overall wage inequality 0.445 0.438
Within group inequality 0.296 0.320
Contribution (%) 66.46 73.04
Between group inequality 0.149 0.118
Contribution (%) 33.53 26.96

Group specification 2: Location, gender, labour status and education.

Description 2004-05 2011-12

Overall wage inequality 0.4452 0.43816
Within group inequality 0.215 0.2482
Contribution (%) 48.38 56.65
Between group inequality 0.230 0.190
Contribution (%) 51.62 43.35

Group specification 3: Location, gender, labour status, and social group

Description 2004-05 2011-12

Overall wage inequality 0.445 0.438
Within group inequality 0.277 0.302
Contribution (%) 62.25 68.99
Between group inequality 0.168 0.136
Contribution (%) 37.75 31.00
Group specification 4: Location, gender, labour status, social group and educational levels
Description 2004-05 2011-12

Overall wage inequality 0.445 0.438
Within group inequality 0.208 0.238
Contribution (%) 46.78 54.42
Between group inequality 0.237 0.200
Contribution (%) 53.22 45.59
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We had noted earlier that the total number of groups increases from the initial 8 to 160 when education and
social group identity are introduced. This idaege numbeindeed,and we brought it down to 76 by
clubbing those categories where the variation in wages was not significant and the type and location of
work was the same (e.g. rural casual and urban casual). We therefore used this smaller se¢rigee App
Table 6.A2) with the same characteristics as the earlier one. What one finds here, in Table 6.5, is that there
is only a marginal reduction in the explanatory power for both the years (1.3 per cent). Theotforeh

has been lost by using this alher set of 76 groups.

Table 6.5: Inequality decomposition (Theil):

Group specification 5: Location, gender, labour status and education and social group
(Smaller Set)

Description 2004-05 2011-12

Overall wage inequality 0.445 0.438
Within group inequality 0.214 0.244
Contribution (%) 48.13 55.75
Between group inequality 0.231 0.194
Contribution (%) 51.87 44.25

Group specification 6: Location, Gender, Labour status and education, social group and
age (Smaller Set).

Description 2004-05 2011-12

Overall wage inequality 0.445 0.438
Within group inequality 0.184 0.218
Contribution (%) 41.38 49.79
Between group inequality 0.261 0.220
Contribution (%) 58.62 50.21

Experience is cited as a factor in wage inequality because of its assowigtidabour productivity. To

test thiswe incorporated age as a factor by differentiating the warltesse between 15 and 35 years and

36 and 60 years. The results suggest that the explanatory power increases by 7 and 6 per ceiftSfor 2004
and 201112 respectively.

As in the case of wage determinatitime question of the role of social identity raises some interesting
points, here too Social group identity raises the between group inequality by almost seven percentage
points in the larger set and Fy2 percentage points in the smaller set when combined with education.
Without factoringin education, its explanatory power is quite small. This once again affirms the point
argued earlierthat social identity does directly influence wage inequadityonly to a small extent
however,because it functions largely througHucation Access to education becomes a crucial first step

in reducing wage inequality. The second step, as noted earlier, is access to employment especially in terms
of quality of jobsWhat we find in wage inequality, as in wage determination, is the third step. We therefore
have to view this wage inequalibgainstthe background of low access to higher education, quality of
employment and then wages as revealed in Tab@below.

6.5. Wage inequality : Some insights from a disaggregation of wage
workers
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We give in Figures 6.3 and 6.4, a graphic presentation of the money wages of the larger set (160 groups)
and the smaller set (76 groups) of wage workers in the Indian labour market. This des@ggpegure

helps us to identify the groups of workers who arthatbottom of the inequality scale. Measurement of
inequality by Gini coefficients or similar measures gives us an idea of inequality. Decomposition
measurements such as Theil Index help to identity the main factors that are responsible for such an
inequdity. And none of these can help us in identification of those who are at the bottom of the inequality
scale. However, such identification and their measurement is critical to policggn&leeping this mind

our larger grouping of 160 differentiates werk by location, gender, labour status, social group and levels

of educationahchievementThe group averages for wages give us an idea of the unequal nature of wages
earned. By applying the recommended National Minimum Wage periodically worked out by the
Government of India, we can identify the number of groups and their share in total employment who do not
receive at least this national minimum wage. The results are highly significant from the point of poverty
and inequality.

In 200405, the national mimum wage was R$§6 per day. Applying this threshold of wages
find that there were 68 identifiable groups constituting 53 per cent of the total wage workers in the country
who could not secure at least a wage equivalent to the national minimumTieage.groups, the wages
they received and their share in total wage employment are given in Table 6.7.

Figure 6.3: Money wages of workers differentiated by location, labour status, gender, social group and
education (in INR)
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Figure 6.4: Money wages of workers differentiated by location, labour status, gender, social group and
education, 2011-12 (in INR)
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Table 6.6: Groups of workers receiving
daily wages below the National Minimum
Wage (INR 66) 2004-05

RC Female _Muslim_LE 0.04 40
RC Female ST _GD 0.00 40
RC Female SC_MD 0.32 40
RC Female _Muslim_SE 0.00 40
RC Female_Others_MD 0.11 40
RC Female Muslim_LE 0.71 37
RC Female _SC _LE 5.43 36
RC Female _ST_MD 0.13 35
RC Female _OBC_LE 5.73 35
RC Female _Others_LE 1.35 35
RC Female ST LE 2.72 34
RC Female _SC_SE 0.12 34
RC Female_OBC_MD 0.41 34
RC Female OBC_SE 0.13 33
RC Female _SC_GD 0.00 30
Sub-total 17.65

Grand Total 53.01

Group Emp % Wage
(INR/day)
UR Female_SC LE 0.59 65
UR Female_Others_LE 0.35 57
UR Female_ OBC_MD 0.15 54
UR Female ST _LE 0.08 51
UR Female_Muslim_LE 0.13 44
UR Female OBC_LE 0.51 43
Sub-total 1.81
UC Male_ST_LE 0.20 64
UC Male_ST_SE 0.02 51
Sub-total 0.22
UC Female_Others_MD 0.03 49
UC Female_Others_LE 0.18 44
UC Female_Others_SE 0.01 44
UC Female_OBC_GD 0.00 40
UC Female _OBC_SE 0.01 56
UC Female _OBC_MD 0.08 49
UC Female__Muslim_GD nil na
UC Female_Muslim_SE 0.00 33
UC Female _Muslim_MD 0.02 26
UC Female_ Muslim_LE 0.11 51
UC Female _SC_GD 0.00 30
UC Female _SC_SE 0.01 38
UC Female _SC_MD 0.03 49
UC Female_SC _LE 0.46 45
UC Female _OBC_LE 0.57 44
UC Female_ST_MD 0.01 31
UC Female ST _LE 0.14 42
Sub-total 1.66
RR Female_Others_MD 0.07 56
RR Female_Muslim_MD 0.02 49
RR Female_ST_LE 0.16 48
RR Female_Others_LE 0.15 47
RR Female_OBC_MD 0.12 44
RR Female _SC_MD 0.07 43
RR Female _OBC_LE 0.48 37
Sub-total 1.07
RC Male_Others_GD 0.02 50
RC Male_Others_MD 0.78 65
RC Male_Others_LE 2.30 56
RC Male_OBC_GD 0.06 65
RC Male_OBC_SE 0.86 64
RC Male_OBC_LE 9.07 56
RC Male _Muslim_LE 3.20 56
RC Male _SC_GD 0.04 59
RC Male_SC_SE 0.79 61
RC Male_SC_MD 1.94 61
RC Male_SC_LE 9.77 54
RC Male_ST_GD 0.01 47
RC Male_ST_SE 0.15 48
RC Male_ST_MD 0.49 47
RC Male ST LE 4.00 46
Sub-total 30.60
RC Female _Muslim_GD 0.00 50
RC Female _Others_GD 0.00 50
RC Female _ST_SE 0.01 48
RC Female_Muslim_MD 0.03 45
RC Female _Others_SE 0.05 41
RC Female SC_LE 0.36 40
72
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Table 6.7: Groups receiving daily wages less
than 1.25 times the National Minimum Wage
(Rs.83) 2004-05

Group Emp % z/;/ea?de ) What this exercise shows is the number of groups
S ay - -

UR Female ST MD 001 2 of _vvo_rkers by taking the!r group average wage.

UR Female_Others_MD 0.12 81 This is not the same thing as the incidence of

UR Female_SC_MD 0.08 80 workers not receiving the recommend<ational

Sub-total 0.21 A ; ;

UC Male_Others LE oea o1 Mlnlmum'Wage. The results of _thls exercise,

UC Male_SC_MD 0.34 78 reported N Chapter 8, show that in qu- 78

UC Male_OBC_LE 1.36 76 per cent of male workers and 96 per cent of

UC Male_Muslim_MD 0.19 4 women workers did not receive the national

UC Male_SC_LE 1.16 72 - h p

UC Male_SC_SE 017 72 minimum wage. By 20112, these figures came

UC Male_ST_MD 0.03 69 down to 39 and 56 peent respectively.

UC Male_Muslim_LE 0.81 67

UC Male_SC_GD 0.01 66

Sub-total 4.61 .

UC Female ST _GD 0.00 68 Comparing the results of 20@% and 201412,

Sub-total 0.00 we find that there has indeed been a decline in the

RR Male_OBC_LE 1.40 82 share of workers not able to secure the National

RR Male_SC_LE 1.00 80 .

RR Male_ ST _LE 0.37 77 Minimum wage (see Table 6.9 and 6.10). In

RR Male_Muslim_LE 0.42 77 201312, the national minimum wage was

Sub-total 3.19 INR122.The share of groups that do not get this

RR Female_ST_MD 0.04 66 . .

Sub-total 004 wage declined from 53.1 percent in 2@l to

RC Male_Muslim_MD 0.43 80 18.89 per cent in 20112. But then those at just

Eura: gm_athelrs_SGED g-gi ;g above this level i.e. 1.25 times NMW rose from
ural . Muslim_ . : :

Rural CM_OBC_MD 2.04 68 11.10 per cent to 25.96 per cent in 2471 Asin

Rural CM_Muslim_SE 0.13 67 the case of povertthe movement is from a low

Sub-total 3.05 wage regime to a less low wage regime.

RC Female _OBC_GD 0.00 79

Sub-total 0.00

Grand Total 11.10
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Rural Regular Female_ST_LE 0.12 99
Table 6.8: Groups of workers not getting the Rural Casual Female_ST_MD 0.15 98
National Minimum Wage of INR122 in 2011-12
Rural Casual Female_ST_LE 1.89 97
Group Emp INR/day
% Rural Regular Female_Muslim_LE 0.1 95
Urban Regular Female_Others_LE 0.32 121
Rural Regular Female_Others_MD 0.09 95
Urban Regular Female_ST_LE 0.06 115
Rural Casual Female_Muslim_LE 0.66 93
Urban Regular Female_SC_MD 0.14 114
Rural Casual Female_SC_GD 0.01 83
Urban Regular Female_Muslim_LE 0.16 99
Sub-total 13.28
Sub-total 0.68 Grand Total 18.89
Urban Casual Female_SC_LE 0.28 115
Urban Casual Female_OBC_LE 0.48 114 - -
Table 6.9: Workers not getting 1.25 times the
Urban Casual Female_Others_SE 0.03 114 NMW i.e. INR 153 in 2011-12
Urban Casual Female_ST_LE 0.12 106 Group Emp%  INR/day
Rural Casual Male_OBC_LE 8.43 151
Urban Casual Female_OBC_SE 0.05 106 - -
Rural Casual Male_Others_LE 2.00 148
Urban Casual Female_ST_MD 0.01 104
Rural Casual Male_SC_LE 8.49 147
Urban Casual Female_SC_SE 0.02 103
Rural Casual Male_Muslim_LE 3.53 145
Urban Casual Female_Others_LE 0.12 102
Rural Casual Male_ST_SE 0.35 128
Urban Casual Female_Others_MD 0.03 92
- Rural Casual Male_ST_MD 0.66 125
Urban Casual Female_Muslim_LE 0.14 91
Urban Casual Female_Muslim_SE 0 72 Subtotal 23.46
- - UR Female_Muslim_MD 0.04 145
Urban Casual Female_ST_SE 71
- - 0 UR Female_SC_LE 0.53 141
Sub-total 1.28
UR Female_ST_MD 0.01 134
Rural Regular Female_Others_LE 0.12 88
UR Female_OBC_MD 0.17 131
Rural Regular Female_SC_LE 0.26 84
UR Female_OBC_LE 0.52 124
Sub-total 0.38 - -
Rural Casual Male_ST LE 3.27 120 Subtotal 1.27
Sub-total 3.27 UC Female_SC_GD 0 140
Rural Casual Female_SC_MD 0.32 120 UC Female_OBC_GD 0 135
Rural Casual Female_Muslim_MD 0.04 116 UC Female_Muslim_MD 0.01 133
Rural Casual Female_OBC_MD 0.49 115 UC _Female_OBC_MD 0.07 130
Rural Casual Female_OBC_SE 0.33 112 UC Female_SC_MD 0.02 122
Rural Casual Female_OBC_GD 0 111 Subtotal 0.10
Rural Regular Female_ST_MD 0.05 108 RR Female_SC_MD 0.07 136
Rural Regular Female OBC_LE 0.36 105 RR Female_Muslim_MD 0.03 129
Rural Casual Female ST _SE 0.03 105 Subtotal 0.10
Rural Casual Female_SC_LE 3.54 104 RC Female_Others_GD 0 140
Rural Casual Female OBC_LE 3.99 104 RC Female_ST_GD 0 126
Rural Regular Female_OBC_MD 0.18 103 RC Female_Muslim_SE 0.03 123
Rural Casual Female_Others_MD 0.13 102 Subtotal 0.03
Grand Total 25.96
Rural Casual Female_Others_LE 0.81 101 — .
Note: 0 values indicate employment share is less than 0.05
Rural Casual Female_Others_SE 0.06 101 per cent.
Rural Casual Female_SC_SE 0.2 100
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What are the core characteristicgtedse groupsf workers in India? In 20085, rural workers constitute

93.04 per cent of the total workers who belonged to this group of what wkeodll ow wage r egi me
201212, the share of rural workers increased to 98.96 per cent. In terms of labour status, casual workers
constituted 94.57 per cent in 2008; this has now increased to 99.54 per cent.

But there is a significant social dimenstorthis low wage regime. In 20@5, those groups which could

not secure a NMW consisted of 53 per cent SC and ST workers followed by 34 per cent from OBC; the
latter accounting for a much higher proportion than their share in wage workers. Mi2@idshare of

SC and ST increased marginally to 54 per cent and that of OBC declined marginally to 31 per cent. More
than this social dimension, the gender dimension is perhaps sheithewomen constituting 94 per cent

in 200405 but rising to 96.7 per cetim 201:12. Thereforethe regime of low wages consists of
predominantly poor women from socially disadvantaged groups working as casual workeys it

only, in rural areas.

However a much more predominant characteristic is that of educato?00405 97.7 per cent consisted
of workers with not more than middle level of education mostly with Low Education (illiterates and not
more than primary level of schooling); this share rose to 99.15 inPB11

Taking all these characteristics into smteration what we find is thaborly educated poor women from
socially disadvantaged background working as casual workers in rurahzakasipthe most vulnerable
category of Indian wage labqunaving to work for a regime of low wages that does notcimghe
recommended National Minimum Wage by the Government of India.

Just as there is a long tail in wage distribution in India, there is a short head at the top occupidg by high
educated workersd.those with at least a graduate degree. They wortko a little less than 9 per cent of
the total wage workers.

Those at the top end belong to a single category of urban male regular workers with at least a graduate level
of educationpelonging to the sociallgrivilegedgroup. They account for close to just four per cent of the

total wage workers. We think this is an important staterarthe wage inequality situation in India.
Equally important to note is the fact that the second top end group consists of only womethdr
abovementioned group. This indicates that there is a section of women who are distinctly different from
both the lesgrivilegedmen and women in all other groups.

Viewed throughthis detailedclassification of workerstaking into account their herited and acquired
characteristics, we would say that India is characterized by a system of wage polarity that reflected its socio
economic polarity. In this sense the situationisone of@agoi st ence of aalobdgwitlwah wage

0l ow wmgé. rwhile studies focusing on the | ow wage
large, there is a relative dearth of research and analysis of the characteristics as well as the dynamics of the
O0hi gh wage regi med i mpoldstiethévaa.st |ma sbse tow aiflenendidtbdedsse wtow

by a number of characteristitsroughwhich the less sociallgrivileged,with less education ararural
location cluster towards the bottom pole.
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Appendix to Chapter 6

Table 6.A1: Daily earnings of wage workers by location, labour status, gender, social group and

education (INR per day). Real wages at constant prices (2004-05) i (larger group)

2004-05 2011-12

Sl Group Emp Wage SI Group Emp Wage
No (%) No (%)

1 UR Male_Others_GD 3.01 405 1 UR Male_Others_GD 3.77 548
2 UR Male_ST_GD 0.09 380 2 UR Female_Others_GD 1.21 416
3 RR Male_Others_GD 0.83 331 3 UR Male_OBC_GD 2.15 377
4 UR Male_OBC_GD 1.11 301 4 UR Male_Muslim_GD 0.33 373
5 UR Male _Muslim_GD 0.25 300 5 UR Male_ST_GD 0.26 361
6 UR Female_Others_GD 0.99 291 6 UR Male_SC_GD 0.65 352
7 UR Male_ SC_GD 0.33 286 7 RR Male_Others_GD 1.00 333
8 UR Female_ST_GD 0.03 269 8 RR Male_ST_GD 0.16 320
9 Rural RM_ST_GD 0.11 257 9 RR Male_Muslim_GD 0.16 312
10 UR Male_ST_SE 0.20 252 10 UR Female_ST_GD 0.06 312
11 Rural RM_Muslim_GD 0.11 247 11 RR Male_OBC_GD 0.84 287
12 Rural RM_SC_GD 0.26 227 12 RR Male_SC_GD 0.34 282
13 UR Female OBC_GD 0.29 222 13 UR Female_SC_GD 0.17 279
14 UR Female _Muslim_SE 0.05 222 14 UR Female_OBC_GD 0.61 272
15 RR Male_OBC_GD 0.62 219 15 UR Male_ST_SE 0.32 265
16 UR Male _Others_SE 2.88 217 16 UR Male_Others_SE 2.70 248
17 UR Female_SC_GD 0.06 214 17 UR Female_ST_SE 0.05 248
18 RR Male_Muslim_SE 0.25 194 18 RR Female_ST_GD 0.03 244
19 UR Female _Muslim_GD 0.06 194 19 UR Female_Muslim_GD 0.10 236
20 UR Female _ST_SE 0.03 186 20 RR Male_ST_SE 0.23 228
21 UR Female _Others_SE 0.54 186 21 RR Female_Others_GD 0.27 226
22 UR Male SC_SE 0.73 185 22 UR Female Others_SE 0.38 219
23 RR Male_ST_SE 0.21 181 23 UR Male_SC_SE 1.12 209
24 RR Male_Others_SE 1.33 180 24 RR Female_Muslim_GD 0.04 208
25 RR Female ST _GD 0.02 180 25 RR Female_SC_GD 0.07 205
26 RR Female _Others_GD 0.19 180 26 RR Male_Others_SE 1.44 201
27 UR Male OBC_SE 1.90 180 27 UR Male_OBC_SE 2.36 198
28 UR Male _Muslim_SE 0.49 179 28 RR Female_OBC_GD 0.27 194
29 RR Female_Muslim_GD 0.02 172 29 RR Male_SC_SE 0.67 190
30 RR Male_SC_SE 0.61 170 30 UR Male_Muslim_SE 0.62 189
31 UR Female_SC_SE 0.15 168 31 RR Male_OBC_SE 1.61 180
32 RR Female_ OBC_GD 0.13 165 32 RR Female_ST_SE 0.08 180
33 RR Female_ST_SE 0.05 160 33 UR Female_SC_SE 0.19 179
34 RR Female_SC_GD 0.04 160 34 UR Female_Muslim_SE 0.06 176
35 RR Male_OBC_SE 1.45 156 35 RR Male_Muslim_SE 0.45 172
36 UR Female_OBC_SE 0.29 149 36 UR Male_ST_MD 0.13 171
37 UR Male _ST_MD 0.10 148 37 UC Female_Muslim_GD 0.00 171
38 RR Female_Others_SE 0.30 137 38 UR Female_OBC_SE 0.38 157
39 UR Male _Others_MD 1.16 129 39 UC Female_Others_GD 0.01 154
40 UC Female _Others_GD 0.00 127 40 UR Male_Others_MD 0.98 149
41 UC Male_Others_GD 0.01 124 41 UR Male_SC_MD 0.64 148
42 RR Male_Others_MD 0.53 122 42 UR Male_OBC_MD 1.08 140
43 Urban CM Male_ST_GD 0.00 120 43 UR Male_ST_LE 0.16 137
44 UR Male _SC_MD 0.69 118 44 UC Male_Others_GD 0.02 137
45 Rural RF_OBC_SE 0.34 114 45 UR Male_SC_LE 0.75 136
46 UR Male _SC LE 1.12 111 46 RR Female_Muslim_SE 0.09 135
47 UR Male _Others_LE 1.12 111 47 RR Female_Others_SE 0.24 135
48 UR Male _OBC_MD 1.13 110 48 UR Male_Others_LE 1.01 132
49 Rural RM_ST_MD 0.13 108 49 RR Male_Others_MD 0.51 131
50 Rural RM_Muslim_MD 0.21 108 50 UR Male_OBC_LE 1.34 129
51 Rural RM_OBC_MD 0.92 107 51 UR Male_Muslim_MD 0.41 129
52 Rural RF_Muslim_SE 0.05 105 52 RR Male_OBC_MD 0.89 124
53 UR Male _ST_LE 0.16 102 53 RR Female_OBC_SE 0.28 124
54 UR Male _Muslim_MD 0.42 101 54 UC Male_OBC_SE 0.48 124
55 Rural RF_SC_SE 0.10 100 55 RR Male_ST_MD 0.16 120
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56 UR Male _OBC_LE 1.38 100 56 UC Male_Others_MD 0.25 118
57 Rural RM_SC_MD 0.48 98 57 UC Male_OBC_MD 0.59 117
58 Rural RM_Others_LE 0.67 98 58 UC Male_OBC_GD 0.05 114
59 Urban CM_OBC_GD 0.02 95 59 RR Male_Others_LE 0.44 112
60 UR Male _Muslim_LE 0.84 90 60 UC Male_SC_MD 0.43 112
61 Urban RF_Muslim_MD 0.02 89 61 RC Male_Muslim_MD 0.63 111
62 Urban CM_OBC_SE 0.30 88 62 UC Male_SC_SE 0.25 111
63 Urban CM_Others_SE 0.16 88 63 UC Male_OBC_LE 1.33 110
64 Urban CF_ST_SE 0.01 88 64 UC Male_Muslim_MD 0.26 110
65 Urban CM_Muslim_SE 0.08 86 65 RC Others_GD 0.03 108
66 Urban CM_OBC_MD 0.59 85 66 UC Male_Muslim_SE 0.14 108
67 Urban CM_Muslim_GD 0.01 85 67 UC Male_Others_SE 0.16 108
68 Urban CM_Others_MD 0.29 83 68 RR Male_SC_MD 0.46 107
69 Rural RM_OBC_LE 1.40 82 69 RR Male_Muslim_MD 0.23 107
70 Urban RF_ST_MD 0.01 82 70 RR Male_SC_LE 0.75 106
71 Urban RF_Others_MD 0.12 81 71 UR Male_Muslim_LE 0.97 106
72 Urban CM_Others_LE 0.54 81 72 RR Male_OBC_LE 1.01 105
73 Rural RM_SC_LE 1.00 80 73 UC Male_ST_MD 0.07 105
74 Rural CM_Muslim_MD 0.43 80 74 UC ST_GD 0.00 103
75 Urban RF_SC_MD 0.08 80 75 RR ST_LE 0.22 101
76 RC Female _OBC_GD 0.00 79 76 RC Male_Muslim_SE 0.32 100
77 Urban CM_SC_MD 0.34 78 77 UR Female Others MD 0.11 100
78 Rural RM_ST_LE 0.37 77 78 UC Male_SC_LE 1.03 99
79 Rural RM_Muslim_LE 0.42 77 79 RC Male_Others_MD 0.73 98
80 Urban CM_OBC_LE 1.36 76 80 RC Male_OBC_SE 1.94 96
81 Urban CM_Muslim_MD 0.19 74 81 RC Male_OBC_GD 0.13 96
82 Rural CM_Others_SE 0.36 73 82 RC Male_OBC_MD 2.40 95
83 Urban CM_SC_LE 1.16 72 83 UC Male_Others LE 0.41 95
84 Urban CM_SC_SE 0.17 72 84 UC Male_SC_GD 0.02 93
85 Rural CM_Muslim_GD 0.01 70 85 UC Male_Muslim_LE 1.01 92
86 Urban CM_ST_MD 0.03 69 86 UC Male_ST_SE 0.04 91
87 Rural CM_OBC_MD 2.04 68 87 RR Female SC SE 0.16 90
88 UC Female _ST_GD 0.00 68 88 RC Male_SC_SE 1.24 90
89 Rural CM_Muslim_SE 0.13 67 89 RC Male_Muslim_GD 0.01 90
90 Urban CM_Muslim_LE 0.81 67 90 RC Male_Others_SE 0.68 90
91 Rural RF_ST_MD 0.04 66 91 UC Male_ST_LE 0.25 90
92 Urban CM_SC_GD 0.01 66 92 UC Male_Muslim_GD 0.01 90
93 Rural CM_OBC_GD 0.06 65 93 RC Male_ST_GD 0.03 88
94 Rural CM_Others_MD 0.78 65 94 RC Male_SC_GD 0.07 88
95 Urban RF_SC_LE 0.59 65 95 RR Male_Muslim_LE 0.51 87
96 Rural CM_OBC_SE 0.86 64 96 RC Male_SC_MD 2.13 86
97 Urban CM_ST_LE 0.20 64 97 RC Male_OBC_LE 8.43 84
98 Rural CM_SC_MD 1.94 61 98 UR Female_Muslim_MD 0.04 84
99 Rural CM_SC_SE 0.79 61 99 RC Male_SC_LE 8.49 82
100 Rural CM_SC_GD 0.04 59 100 RC Male_Others_LE 2.00 82
101  Urban RF_Others_LE 0.35 57 101 RC Male_Muslim_LE 3.53 81
102  Rural RF_Others_MD 0.07 56 102 UR Female_SC_LE 0.53 81
103  Rural CM_OBC_LE 9.07 56 103 UC Female_SC_GD 0.00 81
104  Rural CM_Muslim_LE 3.20 56 104 RC Female_Others_GD 0.00 78
105 Rural CM_Others_LE 2.30 56 105 UC Female_OBC_GD 0.00 78
106 UC Female OBC_SE 0.01 56 106 UR Female_ST_MD 0.01 77
107 Rural CM_SC_LE 9.77 54 107 UC Female_Muslim_MD 0.01 77
108  Urban RF_OBC_MD 0.15 54 108 RR Female_SC_MD 0.07 76
109  Urban RF_ST_LE 0.08 51 109 UR Female_OBC_MD 0.17 75
110  Urban CM_ST_SE 0.02 51 110 UC Female_OBC_MD 0.07 75
111 UC Female_ Muslim_LE 0.11 51 111 RR Female_Muslim_MD 0.03 72
112  Rural CM_Others_GD 0.02 50 112 RC Male_ST_SE 0.35 71
113 RC Female _Muslim_GD 0.00 50 113 UR Female_OBC_LE 0.52 71
114 RC Female _Others_GD 0.00 50 114 RC Female_ST_GD 0.00 70
115  Rural RF_Muslim_MD 0.02 49 115 UR Female_Others_LE 0.32 70
116 UC Female _SC_MD 0.03 49 116 UC Female_SC_MD 0.02 70
117 UC Female _OBC_MD 0.08 49 117 RC Male_ST_MD 0.66 69
118  Urban CF_Others_MD 0.03 49 118 RC Female_Muslim_SE 0.03 69
119 Rural RF_ST_LE 0.16 48 119 RC Male_ST_LE 3.27 67
120 Rural CM_ST_SE 0.15 48 120 RC Female_SC_MD 0.32 67
121  RC Female _ST_SE 0.01 48 121 UR Female_ST_LE 0.06 66
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122  Rural RF_Others_LE 0.15 47 122 UR Female_SC_MD 0.14 66
123 Rural CM_ST_MD 0.49 47 123 UC Female_SC_LE 0.28 66
124  Rural CM_ST_GD 0.01 47 124 UC Female_OBC_LE 0.48 66
125 Rural CM_ST _LE 4.00 46 125 UC Female_Others_SE 0.03 66
126 Rural CF_Muslim_MD 0.03 45 126 RC Female_OBC_MD 0.49 64
127 UC Female_SC_LE 0.46 45 127 RC Female_Muslim_MD 0.04 64
128 Rural RF_OBC_MD 0.12 44 128 RC Female_OBC_SE 0.33 62
129  Urban R_Muslim_LE 0.13 44 129 RC Female_OBC_GD 0.00 62
130 UC Female OBC_LE 0.57 44 130 UC Female ST_LE 0.12 61
131 UC Female_Others_LE 0.18 44 131 UC Female_OBC_SE 0.05 61
132  UC Female_Others_SE 0.01 44 132 RR Female_ST_MD 0.05 60
133 Rural RF _SC_MD 0.07 43 133 UC Female_ST_MD 0.01 60
134  Urban RF _OBC_LE 0.51 43 134 RR Female_OBC_LE 0.36 59
135 UC Female_ST_LE 0.14 42 135 RC Female_ST_SE 0.03 59
136 RC Female _Others_SE 0.05 41 136 UC Female_SC_SE 0.02 59
137 RC Female SC_LE 0.36 40 137 UC Female_Others_LE 0.12 59
138 RC Female _Muslim_LE 0.04 40 138 RC Female_SC_LE 3.54 58
139 RC Female _ST_GD 0.00 40 139 RC Female_OBC_LE 3.99 58
140 RC Female SC_MD 0.32 40 140 RR Female_OBC_MD 0.18 57
141  RC Female _Muslim_SE 0.00 40 141 RC Female_Others_MD 0.13 57
142  RC Female_Others_MD 0.11 40 142 UR Female_Muslim_LE 0.16 57
143  UC Female_ OBC_GD 0.00 40 143 RC Female_SC_SE 0.20 56
144  UC Female SC_SE 0.01 38 144 RC Female_Others_LE 0.81 56
145 Rural RF _OBC_LE 0.48 37 145 RC Female_Others_SE 0.06 56
146  Rural CF _Muslim_LE 0.71 37 146 RR Female_ST_LE 0.12 55
147 Rural CF _SC_LE 5.43 36 147 RC Female_ST_MD 0.15 55
148 Rural CF_ST MD 0.13 35 148 RC Female ST LE 1.89 54
149 Rural CF_OBC_LE 5.73 35 149 RR Female_Muslim_LE 0.10 53
150 Rural CF _Others_LE 1.35 35 150 RR Female_Others_MD 0.09 53
151 Rural CF _ST_LE 2.72 34 151 UC Female_Others_MD 0.03 53
152  Rural CaF _SC_SE 0.12 34 152 RC Female_Muslim_LE 0.66 52
153 Rural CF_OBC_MD 0.41 34 153 UC Female_Muslim_LE 0.14 52
154 Rural CF _OBC_SE 0.13 33 154 RR Female Others LE 0.12 49
155 Urban CF_Muslim_SE 0.00 33 155 RR Female_SC _LE 0.26 47
156  Urban CF_ST_MD 0.01 31 156 RC Female_SC_GD 0.01 46
157 Rural CF _SC_GD 0.00 30 157 UC Female_ST_SE 0.00 41
158  UrbanC Female SC_GD 0.00 30 158 UC Female_Muslim_SE 0.00 41
159 UC Female _Muslim_MD 0.02 26 159 RC Female_Muslim_GD na na
160 UC Female__Muslim_GD na na 160 UC Female_ST_GD na na

Total 100 98 Total 100 142
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Table 6.A2: Daily earnings of wage workers by location, labour status, gender, social group and
education (INR per day). Real wages at constant prices (2004-05) - smaller group

2004-05 2011-12
Group Emp (%) Wage Group Emp (%) Wage
UR Male_Others_GD 3.01 405 UR Male_Others_GD 3.77 548
UR Male_ST_GD 0.09 380 UR Male_OBC_GD 2.15 377
RR Male_Others_GD 0.83 331 UR Male_Muslim_GD 0.33 373
UR Male_OBC_GD 1.11 301 UR Male_ST_GD 0.26 361
UR Male_Muslim_GD 0.00 300 UR Male_SC_GD 0.65 352
UR Male_SC_GD 0.00 286 RR Male_Others_GD 1.00 333
RR Male_ST_GD 0.11 257 RR Male_ST_GD 0.16 320
UR Male_ST_SE 0.00 252  RR Male_Muslim_GD 0.16 312
RR Male_Muslim_GD 0.00 247 RR Male_OBC_GD 0.84 287
RR Male_SC_GD 0.00 227 UR Female_OSD_OED 3.07 285
RR Male_OBC_GD 0.62 219 RR Male_SC_GD 0.34 282
UR Male_Others_SE 2.88 217 UR Male_ST_SE 0.32 265
UR Female_OSD_OED 3.00 215 UR Female_ST_OED 0.13 261
UR Female_ST_OED 0.07 214 UR Male_Others_SE 2.7 248
RR Male_Muslim_SE 0.00 194 RR Female ST_GD 0.03 244
UR Male_SC_SE 1.00 185 RR Male_ST_SE 0.23 228
RR Male_ST_SE 0.00 181 RR Female_Others_GD 0.27 226
RR Male_Others_SE 1.33 180 UR Male_SC_SE 1.12 209
RR Female_ST_GD 0.02 180 RR Female Muslim_GD 0.04 208
RR Female_Others_GD 0.00 180 RR Female_SC_GD 0.07 205
UR Male_OBC_SE 1.90 180 RR Male_Others_SE 1.44 201
UR Male_Muslim_SE 0.00 179 UR Male_OBC_SE 2.36 198
RR Female_Muslim_GD 0.02 172 RR Female_ OBC_GD 0.27 194
RR Male_SC_SE 1.00 170 RR Male_SC_SE 0.67 190
RR Female_OBC_GD 0.13 165 UR Male_Muslim_SE 0.62 189
RR Female_ST_SE 0.05 160 UR Female_SC_OED 0.5 182
RR Female_SC_GD 0.04 160 RR Male_OBC_SE 1.61 180
RR Male_OBC_SE 145 156 RR Female_ST_SE 0.08 180
UR Female_SC_OED 0.00 154 RR Male_Muslim_SE 0.45 172
UR Male_ST_MD 0.10 148 UR Male_ST_MD 0.13 171
RR Female_Others_SE 0.00 137 UR Male_Others_MD 0.98 149
UR Male_Others_MD 1.00 129 UR Male_SC_MD 0.64 148
UR Male_SC_MD 0.69 118 UR Male_OBC_MD 1.08 140
RR Female_OBC_SE 0.34 114 UR Male_ST_LE 0.16 137
UR Male_SC_LE 1.12 111 UR Male_SC_LE 0.75 136
UR Male_Others_LE 1.00 111 RR Female_Muslim_SE 0.09 135
UR Male_OBC_MD 1.00 110 RR Female_Others_SE 0.24 135
RR Male_Others_LEMD 1.00 109 UR Male_Others_LE 1.01 132
RR Female_Muslim_SE 0.05 105 UR Male_OBC_LE 1.34 129
UR Male_ST_LE 0.16 102 UR Male_Muslim_MD 0.41 129
UR Male_Muslim_MD 0.42 101 RR Female_OBC_SE 0.28 124
RR Female_SC_SE 0.10 100 RR Male_Others_LEMD 0.95 122
UR Male_OBC_LE 1.00 100 UC Male_OBC 245 115
RR Male_OBC_LEMD 2.32 92 RR Male_OBC_LEMD 1.90 114
UR Male_Muslim_LE 0.84 90 RR Male_ST_LEMD 0.39 109
RR Male_Muslim_LEMD 0.63 87 RR Male_SC_LEMD 121 106
RR Male_SC_LEMD 148 86 UR Male_Muslim_LE 0.97 106
RR Male_ ST_LEMD 0.50 85 UC Male_Others 0.84 106
UC Male_Others 0.99 83 UC Male_SC 1.73 104
UC Male_OBC 2.00 80 UC Male_Muslim 1.42 97
UC Male_SC 2.00 73 RR Male_Muslim_LEMD 0.74 93
UC Male_Muslim 1.00 70 UC Male_ST 0.37 93
RR Female_ST_MD 0.04 66 RR Female_SC_SE 0.16 90
UR Female_SC_LE 1.00 65 RC Male_OBC 12.9 88
UC Male_ST 0.00 64 RC Male_Others 3.45 87
RC Male_Others 3.46 60 RC Male_Muslim 4.48 86
RC Male_OBC 12.0 59 RC Male_SC 11.93 84
RC Male_Muslim 4.00 59 UR Female_SC _LE 0.53 81
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RR Female_Others_MD 0.07 56 RR Female_SC_MD 0.07 76
RC Male_SC 13.00 56 RR Female_Muslim_MD 0.03 72
UR Female_ST_LE 0.08 51 RC Male_ST 4.32 68
RR Female_Muslim_MD 0.02 49 UR Female_OSD_LE 1.00 68
RR Female_ST_LE 0.16 48 UR Female_ST_LE 0.06 66
UR Female_OSD_LE 0.99 48 UC Female 1.40 64
RR Female_Others_LE 0.15 47 RR Female_ST_MD 0.05 60
RC Male_ST 5.00 46 RR Female_OBC_LE 0.36 59
UC Female 1.66 45 RR Female_OBC_MD 0.18 57
RR Female_OBC_MD 0.12 44 RC Female 12.66 57
RR Female_SC_MD 0.07 43 RRFemale_ST_LE 0.12 55
RR Female_SC_LE 0.36 40 RR Female_Muslim_LE 0.10 53
RR Female_Muslim_LE 0.04 40 RR Female_Others_MD 0.09 53
RR Female_OBC_LE 0.48 37 RR Others_LE 0.12 49
RC Female 17.27 35 RRFemale_SC_LE 0.26 47
Total 100 98 Total 100 142
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Appendix 6.A3 to Chapter 6

Data and variables used in the regression equation

The study useimdividuaklevel data from employment and unemployment surveys (July-2lukie 2012)
administered by National SatelSurvey Organization (NSSQhegovernmenbof India. The data contains
detailed information on socieconomic and demographic characteristics of houssbalth as household
size and composition, social group, religion, monthly consumption, landholdings, demographic variables
such asage, genderral marital status, education, along with detailed information on employment and
unemployment and wage earnings (both industry and occupation wise). The sample is drawrthtBrough
stratified sampling method. The 68th round of data surveyed 1, 01,724 blolgsgd,700 in rural areas
and 42,024 in urban areas) avtlmerated56,999 persons (280,763 in rural arand 176,236n urban
areas). The study covers the geographical area of all states in Indiaafieseptgions The weekly wage

data is availatd only to regular wage/salaried and casual workeve. areanalysingthe wage workers
which restricts our final pooled sample (the working age group-60lears) to 74,6Q4f which 30,972

are rural male10,905 areural female 26,037areurban male an@,690 areurban female after dropping
thoseworkers who reported zero wages.

Regarding the factors influencing wage, we used linear specifisai@ye variableas a proxyor work
experience. We also experimentgith quadratic specifiation of agethe quadratic term is significant in

some cases but often close to zero. Howetrer coefficients did not change as compared to linear
specification. Hencewe only reported the most parsimonious (linear) specification. Data on education is
defined by the level of completed years of schooling. Dummy variables are constructed by defining
education levels into these four categories; educationdescribeghose who have completed five years

of schooling or less including illiteratesiddle educationrefers to thosdaving completed eight years of
schooling,secondary education refers to thegith 10 or 12 years of schooling agdaduateand above

have completed 15 years of schooling or above. The reference catetfay aflow education Socic

religious affiliations of the households are captured by categorizing warkersive socioreligious
categories; i.e. Schedule Caste (SC), Schedule Tribe (ST), Muslim, Other Backward Caste (OBC) and
Others. Others is the reference category whasisting of Hindu upper castes, Jains, Sikhs, Christians,
Zoroastriangnd a few others. We define employment type by regular and casual workers. Casual dummy
takes value as one if a worker is working as a casual employment and zero if in a regulamemplblye
variables for industry affiliations were constructed using NIC 2008 five digit industrial classification and
fifteen broad industries were generated. Public administration and defence is the reference category.
Furthermorewe used state dummiegiich constitute 29 states and union territories were clubbed together.
Guijarat is the reference category.

8 The survey covered the whole of the Indian Union except (i) interior villages of Nagaland situated beyond five kilonmetres of
bus route and (i) villages in Andaman and Nicobar Islands which remained inaccessible thrtheyhear.
9 NSS does not provide income earnings of-eaiployed workers, hence our analysis is restricted to wage workers only.
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7. Wages in India: A brief state -level analysis

7.1. Introduction

Given the size of the country and its regional variations in economic performance, it is important to look at
the state level pictuneith regard to wages just ase doedor any other important economiariable.We

take the nearly two decade period betw 199384 and 201412. For the sake of brevity, we focus on the

two labour status groups or type of employment as well as géifigeences. While ruralirban differences

are also important at the state level, we know that there is an increasing yetwegycisruralurban
integration of labour markets due to several factors such as the flow of labour from the primary economy
to the urban construction sector, trade, transport and a few other activities.

7.2. Trends and disparities

Starting with trends ithe growth of real wages, we presentFigures 7.1 to 7,4heannual growth rates

for regular as well as casual workdier men and women separately. A number of observations can be
made from these figures. First, there is considerable variationwilgin wages for both regular andsoal

workers and for men and women across states. It varies from 1.4 in Gujarat to 6.6 for Arunachal Pradesh
for regular men workersandthe range is still higher for th&@omancounterpartsranging from 0.9 in
Himacha Pradesh to 8.7 in Arunachal Pradegtor casual workerghe growth rate ranges frot8 in

Mizoram to 5.9 imndhra Pradesh for men and fre2n7 in Delhi to 7.7 in Jammu and Kashmir for women.

Secondthe uneven growth in wages is somewhat lower for men thamofoen in both regular and casual

work. Asis the case albverIndia, wages of women casual workers in most states have ¢asten than

that oftheir male counterparts in both casual and egubrk especially if we ignore the states at the talil

ends Of course this wide variation reflects the structural and institutional factors at the level of the regional
economy represented by states. Policy and programme interventions are also dquality. iBut what is
surprising is the mismatch between aggregate economic growth and the growth in wage rates. For example,
Guijarat is by now well known fahehigh growth performance of the economy during this period butshow

one of the lowest growthtes inthewages of casual workeés both men and womedh who are the most
vulnerable sections among the working househdkisilarly with Himachal Pradesh. In the case of
Guijarat the growth in wages for regular workers is also quite ibmot as low a that of the casual workers.
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Figure 7.1: Annual growth rates in wages of Male Regular Workers (1993-94 to 2011-12)

Arunachal Pradesh I 6.6

Haryana I 5.5
Mizoram I 5.2
Sikkim I 4.8
Manipur I 4.4
Delhi I 41
Assam I 4.0
Nagaland I 3.7
Pondicherry I 3.6
Andhra Pradesh I, 3.5
Kerala . 3.4
Bihar I 34
Maharashtra I 34
Jammu & Kashmir . 3.3
Tamil Nadu I 3.3
Meghalaya I 3.1
Uttar Pradesh . 3.0
Madhya Pradesh . 2.8
Goa I 2.8
West Bengal . 2.7
Rajasthan I 2.5
Karnataka I 2.5
Orissa I 2.3
Himachal Pradesh i 2.2
Punjab I 2.1
Tripura I 2.0
Gujarat IS 14
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Figure 7.2: Annual growth rates in wages of Female Regular Workers (1993-94 to 2011-12)

Arunachal Pradesh I 8.7

Haryana e 6.0
Sikkim I 4.5
Manipur I 4.3
Karnataka . 3.9
Goa I 3.9
Delhi I 3.8
Assam I 3.7
Mizoram I 3.5
Tamil Nadu I 34
Maharashtra I 3.2
Orissa . 3.2
Kerala I 2.8
Madhya Pradesh I, 2.7
Andhra Pradesh s 2.5
West Bengal I 2.4
Uttar Pradesh Immmm 24
Pondicherry s 2.4
Nagaland I 2.2
Jammu & Kashmir s 2.2
Meghalaya IS 2.0
Rajasthan N 1.6
Tripura I 14
Punjab IS 1.4
Gujarat IS 1.3
Bihar IS 1.1
Himachal Pradesh i 0.9
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Figure 7.3: Annual growth rates in real wages of Male Casual Workers (1993-94 to 2011-12)

Andhra Pradesh I 5.09

Orissa I 4.68
Karnataka I 4.67
Kerala I 4.58
Bihar I 4.58
Tamil Nadu I 4.52
Sikkim I 3.95
Meghalaya I 3.8
Maharashtra I 3.64
Jammu & Kashmir . 3.18
Rajasthan I 3.4
Madhya Pradesh . 2.99
Arunachal Pradesh I 2.99
Uttar Pradesh I 2.98
Haryana . 2.94
Assam I 2.61
Himachal Pradesh I, 2.58
Delhi I 2.55
West Bengal IS 2.45
Gujarat I 2.42
Tripura I 2.28
Punjab I 2.06
Goa I 1.93
Manipur I 1.22
Nagaland N 0.59
Mizoram M 0.28
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Figure 7.4: Annual growth rates in real wages of Female Casual Workers 1993-94 to 2011-12)

Jammu & Kashmir . 7.70
Sikkim I 6.37
Andhra Pradesh I 4.96
Orissa I 4.42
Maharashtra I 4.42
Haryana e 4.30
Tamil Nadu . 4.23
Goa I 421
Karnataka I 4.16
Arunachal Pradesh IS 3.85
Tripura I 3.61
Kerala I 3.56
Madhya Pradesh I 3.53
Bihar I 3.42
Meghalaya e 3.16
Rajasthan IS 3.15
Uttar Pradesh s 3.08
West Bengal I 2.87
Gujarat I 2.71
Assam IS 2.20
Manipur IS 1.80
Punjab N 1.14
Himachal Pradeshil@ 0.60
Mizoram M 0.53
Nagaland 0.00
-2.71 mDElaim
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7.3. Toppers, middlers and laggards in wage growth

While ranking in terms of growth performance gives an idea of performamcaoted that it has to be
judged against the overall economic growth performadoe.can alsdeterminethe level of performance

in terms of those in the top, middle and bottom segments. While there are several ways of doing it, one
method is to genemtievels of performance based on the comparative performance of the participants, in
this case states. Here we classify the statedanr levels based on the performance of growth rate in real
wages paid to male workers for the period 19930 201112. The difference between the states with the
highest and lowest growth rateclculated and then divided by four (to get four divisions). This numerical
i.e. the first ondourth of the difference is deducted from the highest growth rate to get thesVeprange,

then the second o#feurth is added and deducted to get the Upper Middle Level, the thirtborik is

then added andeducted to get the Lower Middle Level and the rest belongs to the Bottom Level. The
growth rates invages of women are thelocated according to this classification to see whether they
belong to the same levef performance of male wages not. If they do, they havesimilar positionas

defined by the rangd\ vertical comparison would tell us the nature of vertical irdipuacross states and

a horizontal comparison would tell us the nature of horizontal inequality with respect to men and women
and also between regular and casual workers. The results of this exercise are presented in Table 7.

Table 7.1: Annual average growth rates in real wages during 1993-94 to 2011-12

Real wage rate Casual wage rate

Male Female Male Female

Top level [5.33 to 6.64]
AR (8.69), HR (6.01) Nil

AR (6.64), HR (5.51) JK (7.70), SK (6.37)

Upper middle [4.02 to 5.32]
SK (4.45), MN (4.27)

MZ (5.24), SK (4.78)
MN (4.44), DL (4.11)

AP_U (5.09), BH (4.58), OD AP-U (4.96),

(4.68), KR (4.67), HR (4.30), GO (4.21)

KE (4.58), TN (4.52) MH (4.42), OD (4.42)
TN (4.23), KR (4.16)

Lower middle [2.71 to 4.01]

DL (3.84), KR (3.88) SK (3.95), MG (3.80), MH AR (3.85), TR (3.61)
GO (3.85), AS (3.73), (3.64), JK (3.18), RJ (3.14), KE (3.56), MP (3.53)

AS (3.99), NG (3.70)
PO (3.63), AP-U (3.54)

KE (3.39), BH (3.39),
MH (3.35), JK (3.28)
TN (3.27), MG (3.08)
UP (3.00), MP (2.80)
WB (2.71)

MZ (3.51), TN (3.35),
MH (3.24), OD (3.16)
KE (2.75), MP (2.72)

MP (2.99)
AR (2.99), UP (2.98)
HR (2.94)

BH (3.42), MG (3.16)
RJ (3.15), UP (3.08)
WB (2.87), GJ (2.71)

Bottom level [Less than 2.71]

GO (2.70), RJ (2.50)
KR (2.46), OD (2.30)
HP (2.24), PJ (2.05)
TR (2.04), GJ (1.41)

AP-U (2.51), UP (2.36)
WB (2.44), PO (2.35)
JK (2.19), NG (2.22),
MG (1.97), RJ (1.64)
TR (1.38), PJ (1.35)
GJ (1.31), BH (1.11)
HP (0.94)

AS (2.61), HP (2.58)
DL (2.55), WB (2.45)
GJ (2.42), TR (2.28)
PJ (2.06), GO (1.93)
MN (1.22), NG (0.59)
MZ (0.28),

AS (2.20), MN (L.80),
PJ (1.14), HP (0.60),
MZ (0.53), DL (-2.71)

The results tell us that growth in wages in both regular and causal labour markets across the Indian states
has been quite uneven. For men in regular wbdgrowth rate during the 19934 and 201412 period of
nearly two decades has been the lowest in Gujarat despite the state being one of the fastest growing in terms
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of state incomer Gross State Domestic Product (GSDP). The best performance has comednachal
Pradeshwith an annual growth in wages of regularkers a6.64 per cent per annum followed by Haryana

at 5.51. In factthese are the only two states at the top level. Mizoram, Manipur, Sikkim and Delhi are in
the Upper Middle level. Another 13 states arthe Lower Middle level. Note that BihaviP, and URall

have growth rates higher than the relatively more advastads such as Gujar&unjab, Himachal
Pradesh and Karnataka. Comparing the growth rates of wages of women in this regular,caiegesn
thathalf the states am the bottom including Gujarat, PunjabdHimachal Pradesh. Bihar is second from
the bottom suggesting a huge disadvantage for women in regular work in comparison to men in Bihar.

As for wages in the casual labour markké growth in wages for women has been somewhat better than
that for men. The number of states at the bottom leweinen is 11 as against 6 for women. Of course,
such a scenario was also suggested at the all India $me=Qhapte4) but what is significant here is the
regional differentiation. Punjab and Himachal occupy the bottom level in terms of growth is feage
women although Mizoram and Delhi present a bleak picture.

7.4. Wage levels and disparities : Regular workers

However, we need to contextualize these growth rates in terms of levels of wages so that whether this is a
case of greater convergencedirergence will be known. We may also compare the levels for both men
and women. Thereforea similar exercise conning the vertical and horizontal dimensions of
disparity/inequality has been attempted. Instead of growth rates, we take here the waajesrefular

workers as the basis for classification according to the four IeMeésresults are presented in Tabl2

for men and womerregular workersat two points 199394 and 201112, In addition we have also
calculated the coefficient of variah that summarizes whether the insgsite disparity has increased or
decreased.

The resultgevealsome small surprises. For example, in 2983 three states are at the Top Level for
regular male and female workers. Two of them are common for botmidemomen indicating their wage
parity; in fact, Mizorar® women show a higher wage than men by around five percent. However, by 2011
12 only two states are at the Top Level for men and none for women. Among the two states, Mizoram
retained its position hile Arunachal Pradesh has emerged as a top performer with the second highest wage
rate for regular male workers. There is no state at this level for wanakéeating a decline in their ability

to remain at the top along with the manthis point In the Upper Middle Level, the number of states
declined from seven to five whereas for women it increased from Jteede is a reduction in the number

of states at the Lower Middle level for both men and woriiéhat is significant to note is that in the
Bottom Level, the number of states increased for both men and wordemating the increasing disparity

for the both the categories during the period 1993 to 2Gifarat which registered one of the lowest
growth ratesis also at the Bottom Level for botvomen and memegular and casual workeduringboth
periodsd except for men in 19994. Thisindicates avorsening of the relative position of male regular
workers in Gujarat compared to their counterparts in other states. Punjab and Himachal Riadesh,
were not at the Bottom Level in 1993, are now at this levesuggesting a fall in their ranking as far as
wages of regular workers are concerned. Another nopalaie is that Kerala is also at the Bottom Level as

far as women are concerned intbd©09394 and 201112. At the same time, men have also joined the
Bottom Level in 201112.
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Table 7.2: State-wise real wage rates of regular workers (INR per day)

1993-94 1993-94 2011-12 2011-12

Male Female Male Female
Top Level [INR 161.5 to 178] [INR 387.25 to 457]

MN (178), NG (168) MZ (186), DL (184) MZ (457), AR (393) Nil

HP (163) NG (167)

[3] [3] [2] [0]

Upper Middle [INR 145.0 to 161.4]

[INR 317.5 to 387.24]

MG (159), MN (157) MG (157) HR (356), MN (349) DL (367), MZ (350)
DL (155), KR (154) MN (152) NG (327), DL (325) HR (336), MN (328)
MH (152), BH (150) PJ (145) SK (317)
JK (148)
[7] [3] [5] [4]

Lower Middle (INR 128.5 to 144.9] [INR 247.75 to 317.4]
GO (143), TR (142) JK (141) JH (314) AR (306)
WB (140), GJ (138) BH (131) MH (278) SK (274)
UP (138), RJ (137) RJ (131) MG (277) UK (252)
SK (134), KE (133) HP (130) BH (276) NG (249)
HR (132), MP (131) JK (267)
PJ (130) UK (259)
[11] (4] (3] (3]

Bottom [INR less than 128.5] [INR less than 247.75]

0D (127) SK (123), TR (117) KE (245), HP (244) MG (224), JK (209)
TN (120) MH (116), HR (114) AS (240), KR (240) MH (208), GO (200)
AR (119) GJ (109), KE (106) UP (237), GO (235) JH (192), PJ (185),
AS (117) UP (104), GO (100) WB (228), PO (225) KR (179), RJ (176),
PO (117) MP (92), KR (89) MP (217), RJ (215) KE (174),BH (160),
AP-U (112) WB (87), AP-U (86) AP-U (212), TR (205) UP (159),CH (158)

OD (81), TN (81)

OD (192), PJ (188) HP (154), MP (150),

PO (74), AS (72) CH (183) TR (150), TN (148),
AR (64) GJ (178) OD (143), AS (141),
GJ (138), AP-U (135),
[6] [17] WB (135), PO (113)
[15] [20]
CV: 0.12 0.29 0.21 0.37

Note: Real wages are calculated by taking 2004-05 as the base. Names of states are given in abbreviated form. For full names see Abbreviations.

A word of explanation is necessary regarding the top two levels occbpietbst of thenorth-eastern
states especially Mizoram, Meghalaya, Nagaland, Manipur in the early 198@$ these four plus
Arunachal and Sikkim in the recent peridtiis could pssiblybedue to a very low share of regular workers

dominated by employees in pubidministration

The main message coming out of this exercise is that as far as wabeslabour market for regular
employmentare concerned the two decades of economic reforms with high economic gramth
characterized bgn increasingegional (iner-state) disparity in wages for both men and women. That the
relative position of women in this labour market has worsened during this period adds an additional gender
dimension to this scenario. For exampidile 60 per cent of the states were at thédo Level (17 out

of 27) in 199394, it increased to close to 75 per cent (20 out of 27) in-2Q11
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7.5. Wage levels and disparities : Casual workers

The regional dimension for casual workers is perhaps more importarit thdor regular workergjiven

the fact that more than 60 per cent (61 per cent in-2@)bf wage workers in the country belonghis
category. But it has a greateraehnce to the rural economy because 52 per cent tittlevageworkers

are rural casual workers in 2012. In other words, of the total casual workers 85 per cent are in rural
areas. Among ST wage worker$ per centvererural casual workers in 20112, This is 66 per cent for

SC and 54 per cent for Muslim. For OBC and the socially advantage group of ihehares are 47 and

24 per cent respectively.

For casual workerghe picture is quite differenas given in Table 7.3 heregionaldisparitybased on the
performance of male workers show there is no state at the Top Level for women for thertods that

we have detailedFor male workers, the top level position of Mizoram and Delhi in 1:933has been
replaced by Kerala in 201112. The number of states for men at the Upper Middle Level came down from
five to two during the periogwhile for the Lower Middle level it increased froaightto 14. The number

of states at the Bottom Level increased by one for f@mwomen there was no state at the top during both
the years. In 20112, there was none at the Upper Middle level compared to twes$tal 99303. The
number of states at the Lower Middle level declined from 1#vig resulting in a majority of 24 states
clustering at the Bottom Level. Clearly women casual workers, despite a higher overall growth rate at the
national level, lost oubtmen in terms of their regional performance. The lowest real wage rate for men in
199394 was in OdishalfIR31) but there wersevenstates with wage rates lower than this for women. In
201112, the lowest wage was for MR 60) for men but there werd ktates with wage rates lower than

this for women.

Table 7.3: State-wise real wage rates (INR per day) of casual workers (2004-05 constant

prices)

1993-94 2011-12

Male Female Male Female

Top level [INR 94 to 115] [INR 162 to 196.0]

MZ (115), DL (98) Nil KE (196) Nil

[2] [9] [1] [0]
Upper middle [INR 73 to 93.9] [INR 128 to 161.9]

NG (90), KE (86) DL (88) DL (155)

PJ (78), GO (77), MN  MZ (80) PO (128) Nil

(73)

(5] [2] [2] [0]
Lower middle [Rs. 52 to 72.9] [INR 94 to 127.9]

AR (66), HR (66), PJ (66) MZ (121), JK (117) SK (126)

JK (66), HP (61) HP (61) TN (115), AR (113) JK (124)

TR (61), PO (58) MN (55) MG (113), PJ (113)

MG (57), RJ (54)

(8] (3]

HR (112), SK (110)

UK (101), GO (109), NG
(100), HP (97), AP-U
(95), KR (95), RJ (95)

[14] [2]

Bottom level [Less than INR 52]

[Less than INR 94]

TN (51), AS (50) KE (49), MG (43)
UP (45), WB (45) AR (42), HR (42)
GJ (44), KR (41) SK (40), AS (39)
MH (41), AP-U (38) RJ (38), GO (37)
MP (35), BH (32) PO (36), GJ (35)
oD (31) TR (35), WB (34)

TR (92), MN (91) KE (93), HR (91)

AS (80), MH (79) MZ (88), AR (84)

JH (78), UP (77), PJ (81), GO (79)

BH (73), OD (72), WB MN (76), MG (76)
(70), GJ (68), MP (60), UK (73), PO (70), HP
CH (54) (68), RJ (67),
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JK (31), UP (31)
TN (28), BH (27)
MP (27), KR (26)
AP-U (25), MH (23)

TR (67), AP-U (61), TN
(60), AS (58),

GJ (57), WB (57), KR
(55), UP (54),

oD (23) DL (54), MP (51), MH
(51), OD (51), BH (50),
CH (46),

[11] [21] [10] JH (44)
[24]
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Figure 7.5: State-wise real wage rates C as % of R for Male worker
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Figure 7.6: Real wages of casual as % of Regular for Female workers
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7.6. Regional dimension of gender disparity

In wages

Wage disparity between men and women workers across itatasther marked feature of the Indian
labour market. In Tablé.4, we present them in a descending order in the initial period 0f999%/ages

of women regular workers varied from 119 per cent of men in Delhi to 58 per cent in Karnataka in 1993.
By 2012, this has changed to 113 per cent of men in Delhi to just 50 per cent in Pondicherry followed by
58 per cent in Bihar. For casual workers in 1993, the disparity varied between 100 per cent for women in
Himachal Pradesh to 47 per cent in Jammu and KiasBut by 2012, this changed dramatically to 106

per cent in Jammu and Kashmir to a mere 35 per cent in Delhi.

A few findings warrant highlighting. In 1993, women regular workers in Delhi, Punjab and Mizoram
showed a wage advantage over men in regui@i@/ment by receiving a higher wage than men. By 2012

only Delhi retained this advantage. Between 1993 and 2012, women regular warke8sstates
experienced a decline in the share of wages as compared to men. This includes the high wage states of
Mizoram, Nagaland, Meghalaya and Manipur. Only in five st@desyana, Goa, Tamil Nadu, Odisha and

Karnataka)t her e

wa s

an

ncrease

in the share of

womeno :e

As for casual workers, the top position occupied by Himachal Pradesh (with equal wages for men and
women) and Delhi in 1993 was replaced by Sikkim and Jammu and Kashmir. In 13 statesn
experienced a decline in the share of their wagespared to men. But in 11 other state®men
experienced an increase in the share of their wages compared to men. This includes the high wage states of

Kerala and Punjabin the high wage state of Haryana, women improved their positic@a-viz men. It B

the large states where the women have improved their position tleatdrdributed to a faster increase in
casual wages of women workers for the country as a whole.

Table 7.4: Gender disparity in wages (wages of women as % of men)

Regular wage workers

Casual wage workers

state 1993-94 2011-12 state 1993-94 2011-12
Disparity increased but not disadvantageous to Disparity decreased and advantageous to women
women
Delhi 118.7 112.9 Jammu & Kashmir 47.0 106.0
Punjab 111.5 98.4  Sikkim 74.1 114.5

Increasing disparity and increasing disadvantage

Increasing disparity and increasing disadvantage to

to women women
Mizoram 104.5 76.6 Himachal Pradesh 100.0 70.1
Nagaland 99.4 76.1  Delhi 89.8 34.8
Meghalaya 98.7 80.9 Punjab 84.6 71.7
Manipur 96.8 94.0 Bihar 84.4 68.5
Rajasthan 95.6 81.9 Assam 78.0 72.5
Jammu & Kashmir 95.3 78.3 Meghalaya 75.4 67.3
Sikkim 91.8 86.4 Odisha 74.2 70.8
Bihar 87.3 58.0 Andhra Pradesh 65.8 64.2
Tripura 82.4 73.2 Karnataka 63.4 57.9
Himachal Pradesh 79.8 63.1 Pondicherry 62.1 54.7
Kerala 79.7 71.0 Tripura 57.4 72.8
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Gujarat 79.0 77.5 Kerala 57.0 47.4
Maharashtra 76.3 74.8 Tamil Nadu 54.9 52.2
Uttar Pradesh 75.4 67.1 Decreasing disparity and decreasing disadvantage to
women
Madhya Pradesh 70.2 69.1 Gujarat 79.5 83.8
Pondicherry 63.2 50.2 Madhya Pradesh 77.1 85.0
West Bengal 62.1 59.2 West Bengal 75.6 814
Assam 61.5 58.8  Manipur 75.3 83.5
Decreasing disparity and increasing advantageto  Rajasthan 70.4 70.5
Haryana 86.4 94.4 Mizoram 69.6 72.7
Goa 69.9 85.1 Uttar Pradesh 68.9 70.1
Tamil Nadu 67.5 68.5 Haryana 63.6 81.3
Odisha 63.8 74.5  Arunachal Pradesh 63.6 74.3
Karnataka 57.8 74.6 Maharashtra 56.1 64.6
Goa 48.1 72.5

Note: Nagaland is omitted due to non-availability of data.

[EnterUK, JH and CH by taking figures from real wages tables]
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7.7. Wage inequality

Here we examine wage inequality at the state level with reference to two measures. One isginanititer
disperson ratio and the other is the Gini coefficient. As we noted earlier in Chapter 6gratetile
dispersion ratios indicate the wage difference in two percentile ends sB@b/H0 that captures the two
pointsof tenth and ninetieth percentilasthe atire range of distributior?90/P50 the two ends at upper

half andP50/P10 capturing the two ends at the lower half. Tabke ftesent the ratios fdP90/P10 and
PO0/P50 for regular workergnd Table 7.6 presents the ratiosP68/P10 as well as the Girgoefficients

There are very few states where there has been a decline in equality for both the resudidsy in a
decline for the whole period. If we include the states which have shown a decline for the whole period
despite an increase in betwetre number goes up to only six statesHa0/P10 and just four foP90/P50.

The majorityof the states show an increase in equality by this measure. In cotfieaisiequality at the

lower half seems to have declined for a majority of the states for the whole period; 17Sitateshe
bottom half mostly consists of | ow , @sane chentioned k e r s
before

When the other easure of Gini coefficient is examined, as given in TaleZD states out of 25 states
record an increase in inequality. Since this measure takes into account the entire range of didtndution,
Gini coefficient represents a more comprehensive mettsamehe intequantile distribution. In that sense,

what is to be noted is the increase in wage inequality for regular workers in most Indian states since the
economic reform.

In contrast, wage inequality among casual workers decreased for most watds/ ¢he intequantile
dispersion ratio. 17 out of 27 states showed a decline for D3dD1the upper half 13 states reported a
decline in wage inequality whereas anotiightshowed no change. For the lower hbHlf the states i.e.

14 out of 27 reprted a decline althoughisis somewhat less impressive than the performance of the lower
half for regular workerg¢see Tables 7.7 and 7.8)

The overall performance by the Gini coefficient measure skeowdecline in wage inequality for casual
workers n 20 out of 27 states and another three states reporting no change in inequality. Thus the increase
in wage inequality is confined only to four states.

Table 7.5 : Wage inequality among regular workers

Inter-quantile dispersion ratio (P90/P10) Inter-quantile dispersion ratio( P90/P50)

States P1 P2 P3 P1 P2 P3

Declining inequality in both the periods and hence a
decline for the whole period

Declining inequality in both the periods and hence a
decline for the whole period

Goa 6.9 5.7 3.9 Arunachal 2.1 2.0 1.8
Karnataka 115 11.3 9.2
Odisha 11.7 11.1 9.3 Manipur 1.8 17 1.6

Decline in inequality for the whole period despite an
increase in P1 or P2

Decline in inequality for the whole period despite an
increase in P1 or P2

AP 13.0 15.3 9.1 Goa 2.3 2.4 21
Tamil Nadu 12.0 125 7.4  Tamil Nadu 3.4 4.3 3.2
Puducherry 9.7 10.4 7.0 Increase in equality in all three periods
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Increase in equality in all three periods Bihar 2.0 2.9 3.9
Assam 5.9 7.4 12.2 Meghalaya 1.7 1.9 2.2
J&K 6.0 6.3 9.0 Odisha 2.3 2.6 3.7
Manipur 35 5.4 6.9 Punjab 2.6 4.3 4.6
Mizoram 3.1 3.2 4.7 Rajasthan 2.1 3.6 4.0
Sikkim 4.4 5.8 8.2 UP 2.2 3.7 5.2
Uttar Pradesh 7.5 11.1 145 West Bengal 25 3.7 5.0
West Bengal 9.3 12.5 14.8 Increase in inequality for the whole period despite a

decrease in P1 and/or P2
Delhi 6.6 8.0 8.2 AP 3.4 4.7 4.0
Increase in inequality for the whole period despitea  Assam 3.0 3.0 4.4
decrease in P1 and/or P2
Arunachal 6.0 8.0 7.3 Guijarat 2.5 3.2 3.1
Bihar 9.6 12.0 11.4 Haryana 2.4 4.0 3.0
Gujarat 6.1 7.4 6.4 HP 25 2.4 3.2
Haryana 6.0 8.6 83 J&K 2.1 1.9 2.3
HP 8.2 10.0 8.9 Karnataka 2.7 3.7 3.6
Punjab 6.0 10.0 9.7 Kerala 2.2 3.2 3.2
Kerala 7.6 10.2 9.3 MP 2.3 4.0 3.9
MP 10.2 18.5 12.9 Maharashtra 2.5 3.7 3.6
Maharashtra 9.0 10.6 10.0 Nagaland 1.7 18 1.8
Meghalaya 4.0 7.5 6.7  Sikkim 15 2.3 2.2
Nagaland 3.0 3.0 3.4 Tripura 2.2 1.9 3.1
Rajasthan 7.6 10.1 8.9 Delhi 2.7 4.0 3.6
Tripura 9.4 8.3 12.9 Pondicherry 2.3 3.4 2.8

ILO DWT for South Asia and Country Office for India

97



Table 7.6 : Wage inequality among regular workers

Inter-quantile dispersion ratio (P50/P10) Gini coefficient
State P1 P2 P3 State P1 P2 P3
Declining inequality in both the periods and hence  Declining inequality in both the periods and hence a
a decline for the whole period decline for the whole period

AP 3.8 3.3 2.3 Nil

Bihar 4.9 4.2 2.9 Declinein inequality for the whole period despite an

increase or no change in P1 or P2
Goa 3.0 2.3 1.9 Arunachal P 0.43 0.35 0.35
Gujarat 2.4 2.3 2.1 Andhra Pradesh 0.47 0.53 0.47
Karnataka 4.3 3.0 26 Goa 0.36 0.36 0.32
Kerala 35 3.2 2.9 Tamil Nadu 0.46 0.51 0.44
Maharashtra 3.7 2.9 2.8 Pondicherry 0.42 0.45 0.40
Odisha 5.0 4.3 25 Increase in inequality in all three periods
Rajasthan 3.6 2.8 22 HP 0.37 0.42 0.45
Tamil Nadu 3.6 2.9 2.3 Kerala 0.38 0.45 0.47
Uttar Pradesh 34 3.0 2.8 Maharashtra 0.41 0.49 0.50
West Bengal 3.7 3.4 3.0 Meghalaya 0.27 0.35 0.36
Pondicherry 4.2 3.1 2.5 Mizoram 0.26 0.27 0.45
Decline in inequality for the whole period despite an  Nagaland 0.24 0.26 0.27
increase or no change in P1 or P2
HP 3.2 4.2 2.8 Odisha 0.42 0.44 0.47
MP 4.4 4.6 3.3 Punjab 0.37 0.48 0.49
Punjab 2.3 2.3 2.1 Rajasthan 0.37 0.46 0.47
Delhi 2.4 2.0 2.3  Sikkim 0.25 0.37 0.41
Increase in equality in all three periods UP 0.39 0.47 0.56
Arunachal 2.8 4.0 4.1 WestBengal 0.43 0.51 0.54
Assam 2.0 2.4 2.8 Increase in inequality for the whole period
despite a decrease or no change in P1 and/or P2
J&K 2.9 3.3 3.9 Guijarat 0.36 0.45 0.42
Manipur 2.0 3.2 4.2 Haryana 0.38 0.51 0.50
Increase in inequality for the whole period despitea J&K 0.35 0.34 0.42
decrease in P1 and/or P2

Haryana 2.5 2.1 2.8 Karnataka 0.45 0.47 0.46
Meghalaya 2.3 4.0 31 MP 0.42 0.50 0.49
Mizoram 2.0 1.9 2.7  Manipur 0.28 0.30 0.30
Nagaland 1.8 1.7 1.9 Tripura 0.39 0.36 0.47
Sikkim 3.0 25 3.7 Delhi 0.40 0.46 0.46
Tripura 4.2 4.4 4.2
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Table 7.7: Wage inequality - casual workers

Inter-quantile dispersion ratio (P90/P10)

Inter-quantile dispersion ratio (P90/P50)

State P1 P2 P3

State P1 P2 P3

Declining inequality in both the periods
and hence a decline for the whole period

Declining inequality in both the periods
and hence a decline for the whole period

Bihar 2.5 2.4 23 AP 2.0 1.8 1.6
HP 2.4 2.3 2.0 Karnataka 2.0 1.9 1.6
MP 3.2 2.6 2.5 Kerala 1.8 1.7 1.5
Nagaland 7.3 2.6 23 MP 2.0 1.8 15
Punjab 2.3 2.2 1.9 Decline in inequality for the whole period despite an
increase or no change in P1 or P2
Tripura 2.9 2.6 1.8 Arunachal P 2.7 3.2 1.7
Decline in inequality for the whole period despite an HP 1.7 14 15
increase or no change in P1 or P2
AP 3.0 35 2.6 Manipur 2.3 2.0 2.0
Arunachal P 3.9 4.9 2.9 Odisha 1.7 17 1.4
Goa 3.6 25 3.3 Punjab 14 14 1.3
Haryana 10.8 2.5 2.8 Rajasthan 1.8 13 1.7
Kerala 3.5 4.0 3.3 UP 1.8 15 1.7
Manipur 4.6 2.9 3.1 WestBengal 15 1.6 1.4
Rajasthan 3.0 2.0 2.5 Pondicherry 2.1 1.9 2.0
Sikkim 2.2 2.5 2.0 No change throughout or for the whole period
Tamil Nadu 4.0 4.0 3.8 Bihar 15 15 15
up 4.0 25 25 J&K 14 14 14
Delhi 3.2 2.6 3.1 Tamil Nadu 2.0 2.0 2.0
Increase in equality in all three periods Gujarat 2.0 1.6 2.0
Karnataka 3.0 3.1 3.4 Haryana 14 13 1.4
Mizoram 24 25 3.2 Mabharashtra 2.0 18 2.0
Pondicherry 4.1 4.1 4.5 Meghalaya 1.6 17 1.6
Increase in inequality for the whole period Nagaland 1.7 18 1.7
despite a decrease or no change in P1 and/or P2
Increase in equality in all three periods
Gujarat 3.3 3.1 3.4 Nil
Assam 2.2 1.9 3.0 Increase in inequality for the whole period
despite a decrease or no change in P1 and/or P2
J &K 2.4 2.5 2.5 Assam 15 13 1.6
Maharashtra 3.0 35 3.2 Goa 1.9 1.6 2.0
Meghalaya 2.1 2.9 2.8 Mizoram 1.6 2.0 1.7
Odisha 25 3.0 2.7  Sikkim 1.3 15 14
West Bengal 2.3 24 2.3 Tripura 1.3 15 1.4
Delhi 1.3 1.4 2.0
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Table 7.8: Wage inequality among casual workers

Inter-quantile dispersion ratio (P50/P 10) Gini coefficient
State P1 P2 P3 State P1 P2 P3
Declining inequality in both the periods Declining inequality in both the periods

and hence a decline for the whole period and hence a decline for the whole period
Bihar 1.7 1.6 15 AP 0.25 0.25 0.23
Haryana 7.3 1.9 1.9 Bihar 0.24 0.20 0.19
Punjab 1.7 1.6 1.5 HP 0.22 0.19 0.17
Tripura 2.1 1.8 13 MP 0.28 0.22 0.20
Uttar Pradesh 2.2 17 1.5 Manipur 0.29 0.28 0.24
Delhi 25 1.9 1.5 Nagaland 0.27 0.25 0.22

Decline in inequality for the whole period Punjab 0.19 0.18 0.15

despite an increase or no change in P1 or P2
Goa 1.9 1.5 1.6  Sikkim 0.19 0.18 0.17
Himachal Pradesh 14 1.6 1.3  Tripura 0.33 0.20 0.15
Manipur 2.0 14 1.6 Decline in inequality for the whole period
despite an increase or no change in P1 or P2
Nagaland 4.3 14 1.4 Arunachal P 0.37 0.39 0.24
Rajasthan 1.7 1.5 1.5 Goa 0.30 0.19 0.26
Sikkim 17 17 1.5 Haryana 0.32 0.16 0.21
Tamil Nadu 2.0 2.0 19 J&K 0.22 0.18 0.18
No change throughout or for the whole period Karnataka 0.28 0.28 0.26

Gujarat 1.7 1.9 1.7 Mabharashtra 0.29 0.29 0.24

Increase in inequality in all three periods Odisha 0.23 0.24 0.21
Karnataka 15 1.6 2.1 Rajasthan 0.27 0.19 0.20
Meghalaya 1.3 1.7 1.8 Tamil Nadu 0.30 0.28 0.29
Odisha 15 1.8 1.9 Uttar Pradesh 0.28 0.20 0.21

Increase in inequality for the whole period West Bengal 0.22 0.23 0.19

despite a decrease or no change in P1 and/or P2
Andhra Pradesh 15 2.0 1.6 No change throughout or for the whole period
Arunachal Pradesh 14 15 1.7 Gujarat 0.27 0.26 0.27
Assam 15 14 1.9 Kerala 0.25 0.26 0.25
Jammu & Kashmir 1.7 1.8 1.8 Pondicherry 0.28 0.26 0.28
Kerala 2.0 2.4 2.2 Increase in inequality for the whole period
despite a decrease or no change in P1 and/or P2

Madhya Pradesh 1.6 15 1.7 Assam 0.21 0.15 0.25
Maharashtra 15 2.0 1.6 Meghalaya 0.22 0.22 0.24
Mizoram 15 1.3 1.9 Mizoram 0.23 0.21 0.24
West Bengal 15 15 1.7 Delhi 0.20 0.19 0.25
Pondicherry 1.9 2.1 2.3
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7.8. Summing up

There is considerable variation across states in both levels and growth rates in wages of both regular and
casual workers. This is not merely due to differences in economic growth perforthanoéd also be due

to a variety of factors including wage policies and institutions as well as human development levels. Wage
elasticity with respect to growth in per capita income showdbapite low growthseveral states have
witnessedhigh wage elastity.

In the market for regular work, a larger number of states record a lower growth rate for women compared
to men. An opposite picture is seen when we examine the growth performance in wages of casual workers.
Inter-state disparity as measureylthe coefficient of variation show an increase for both men and women

in the case of regular workeisor men it increased from 0.12 in 1998 to 0.26 in 20112, whereas for
women it increased from 0.26 to 0.37 for the same period. Therafdhe case oftte market for regular

work for men there is a high initial level of disparity and the same has continued with a marginal decline
compared to meMhe casualabour market for both men and women was characterized by a higher level
of disparity in 19934, which has declined for both. For mahe coefficient of variation was 0.35 that
declined to 0.29 during 199 and 201412, whereas for women it declined from 0.41 to 0.29. In that
sensethe interstate disparity is the same for both men and womeasinat work. That it has seen a decline
indicates that there is some levelling for both men and women.

Gender disparity also presents a mixed picture. But in the case of regular work, 18 out of 25 states show a
increasing disparity that is disadvantageous to women betweer94983d 201412. The scenario for

casual work is somewhat better in the sense that the number of states showing increasing disparity to women
is 13 outof 25. The situation is one of two ppsing trends; in half the states women faced decreasing
disparity where in the remaining half they faced increasing disparity. It is significant here to point out there

in a couple of states (Delhi and Punjab) women enjoyed a higher wage rate -@41®98ut only Delhi

could retain that position in 20412. In the case of casual wotdammu and Kashmir and Sikkim have
emerged as states where women enjoy a higher average wage than menlig. Z0&1Ginicoefficients

of inequality showan increase in inemlity in 20 out of 27 states.

Inequality measures show that there has been a decline in wage inequality in regular work in the bottom
half of the wage distribution as measured by D5l majority of states (17 out of 27 states). For casual
workers the number of states is just half (13 out of 27). But the Gini coefficient measure of inequality show
a decline for casual workers in 20 out of 27 states. This picture is exactly opposite of what is seen for regular
workers.

In conclusionthe findings dinequality within the states show a decline for casual workers and an increase
for regular workers. The increasing diversification of jobs with greater specialization and the introduction
of new technologies and organization of work seem to have infidegieater inequality in the wages of
regular workers. But the wages in the casual labour market charactbyizembrly educated manual
workers is perhaps converging within the states.
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8. Wage policy |- Legislations and institutions on
minimum wages

8.1. Introduction

In common with the universally recognized principles aratfices, wage policy in India is based on the
recognition of the twin dimension of wages as source of livelihood to the worker and cost to the employer.
There is no single compreh@esdocument or statement that defines the contents of an Indian wage policy.

It is reflected in various statements in official documents, dfitial pronouncements and resolutions,
legislative enactments, reports of the committees and commissionsaadd Bppointed by tlgovernment

from time to time and judicial decisions. The basic tenets of wage policy as advanced in these processes
primarily consist of the following: one, a worker must receive at least a minimum wage that meets the
requirements ad reasonable minimum level of living for the worker and his/ her family; two, worker should
receive a share in the prosperity of the employing enterprise and the economy in the form of rising wages;
and third, their wages should not be set as high aadiersely affect the survival and growth of the
enterprise. Thus besides subsistence, criteria like the changes in cost of living, productivity and profitability
have featured in wage policy statements and wage fixation processes. The issuecafsivefjation also

found mention in some documents, but it was not taken up at the level of actual wage fixation as most of it
took place at the individual industry level (in the formal sector of the economy) where-ecac@mic
consideration like inflation didot feature as important consideration. Besides, the principle of equal wage
for equal work and elimination of discrimination, especially one based on gender, is also a basic principle
of the Indian wage policy.

Wage policy in India has been inspiredlanfluenced by several national and international ideologies and
developmentsThe Indian labour movementwhich started gaining strength as part of the national
movement for independence durithg 1920s clearly influenced the national political lead@psto frame

a progressive labour policy, in general, and wage policy, in particular in théndependence period.
Establishment athe International Labou©rganisationn 1919, of which India became a founder member
and its adoption of conventions and recommendatiomelated to wages, like abolishing malpractices in
wage payment, setting umminimum wage level for workers with weak bargaining position, ensuring
adequate living wage and just share for workers, lagnauneration for work of equal value and efficient
allocation andltilizationof manpowe® hada majorinfluence inthesetting of wage policy and legislative
framework for wages in India. Within a year of IndependetieMinimum Wages Act was passby the
Indian government and a Fair Wage Committee was appointed to recommend a frametiaatidorof
minimum and higher levels of wages. The Constitution of India adopted in 1952 propbsid) avaged

as an objective the state should endeavouchi@ae. Several other committees and commissions were set
up subsequently tadvice on labour and wage policy.

In 1973, the Planning Commission set up a committee on wage policy under the chairmanshgsséiProf
Sukhamoy Chakravarty. It recommended measures to ensure minimum wages to workers and share of
workers in growth and productivity, rationalization of wage differentials, reduction in wage disparity,
provision for just compensation for inflation and heai#fks and protection of real wages while keeping
prices stable and reducing unemployment. Another commBiieeothalingam Study Group978 asked

for rationalization of wagelifferentials and wage disparities and linking of wages with productivity. Two
national commissions on labour (First, 198869 and second, 192®02) also dealt with the question of
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wages among other issues concerning labouth®question of wages, the first Commission emphasized
the need for a wage policy which ensures indudt@ainony, increase in productivity and worlk@skare
in it and, sthndacdof living. B also askdo tale thsimpact of wages on prices into
consideration. The second NCL focused more on labour flexibility, technological change®aowchiec
growth as considerations in setting wadeational Commission on Rural Labour (1991) recommended
and laid down some broad guidelines for fixthg National Floor Level Minimum Wage, linking wages
to capacity to pay and productiand theconcept of dearness allowance and botasardssetting up a
wage structure.

The National Commission for Enterprises in the Unorganized Sector (NCEUS) also recommended a
statutorily backed National Minimum Wage along with a National Minimum Sdgurity and a
Minimum Conditions of Work to ensure the safety and health of the workers (NCEUS 2006 8hd e
reasons for such recommendations will be spelt out later.

In this andthefollowing chapter, we discuss the various concepts, princiggislations and practices of
wage fixation in IndiaHerewe discuss the constitutional mandate on wage policy and government policy
on wages. This is followed by a detailed discussion on minimum wedpsh has an early legislative
backup and potentiabwerage of all lowpaid wage workers in the economy. In the next chapter, we discuss
other legislative measures relating to wage payment and their implementation thatinagerelation to
wage structureln addition we will also discuss the differenivage setting practices, their historical
evolution and the present scenario.

8.2. Concepts and approaches

8.2.1. Constitutional mandate

The Constitution of India accepts the responsibilityhefstate to ensure fair payment to workers and just
distribution of income in the economy. This constitutional provision is clearly stated in the Directive
Principles of State Policy. Article 39 directs the state to provide adequate means of livelihoedidnd a
gendefbased discrimination in employment and payment. Article 42 mandates just and humane working
conditions while Article 43 in the Constitution of India calls upon the State to s@eorie a living wage,
conditions of work ensuring decent startef lifedto all workers in all sector$n a report like this that

deals with the question of wages, an issueigtsd central to the livelihood security of millions of workers

in the country, it is only proper that we quote the constitutional diesctg follows:

Article 39. The State shall, in particular, direct its policy towards secudir(g) that the citizens, men and
women equally, have the right to an adequate means of livejiaod¢) that there is equal pay for equal
work for both men ad women.

Article 42. The State shall make provision for securing just and humane conditions of work and for
maternity relief.
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Article 43. The State shall endeavour to secure, by suitable legislation or economic organization or in any
other way, to alworkers, agricultural, industrial or otherwise, work, a living wage, conditions of work
ensuring a decent standard of life and full enjoyment of leisure and social and cultural opportunities.

Though the provisions are in the nature of guiding principled do not have th@ower of legal
enforceability, they nevertheless make the intent of the constitution emphatically clear.

8.2.2. Committee on fair wages

The founding of the International Labour Organization (ILO) in 1919 and the flagging of the issue of
minimum wagesight fromthebeginning seem to have influendadhkingonthisissue in India. Following

the constitutional guidelinegshe Central Advisory Councibf the Government of India appointed a
Tripartite Committee constituting of employers, employees and Government representatives called the Fair
Wages Committee in 1948. The recommendations made by the Committee have been a reference and guide
for successiveelgislations and wage fixing machinery. It defined three different levels of wages: Living
Wage, Fair Wage and Minimum Wage. Among the thkddng Wage constituted the highest covering

food, clothing, shelter, education of children, health expenditureoclhédge insurancekair Wage,
envisaged as between the Living Wage and the Minimum Wage includes subsistence plus standard wage.
It considers national income, productivity ahdcapacity to pay of the industry in the determination of its

level. It shoull be set in such a way as to ensure continuation and growth of employmetot laend
comparableto similar occupatiog activities. A Minimum Wage was defined as one necessary for
sustenance of life and some measure of education, medical requirement&aitiésifor the preservation

of efficiency of workerlt is the absolute minimum below which wages should not be set.

The Committee recommended settiny of a Wage Board for each state and a Regional Board for each
industry to fix fair wages and regutethem. Based on the guidelines oftbmmittee successive meetings

of Standing Labour Committee were held to establish a statutory wage fixing machinery. It was
recommended that the statutory minimum wages should be fixed according to the provisibas of
minimum wage legislation (Minimum Wages Act, 1948). It was the first such statutorily binding guideline
which once fixed, has to Bellowed by the employer irrespective of their capacity to pay.

While the idea of Minimum Wage was operationalizedbth Central and State governments, the idea of

a Living Wage remains only at the definitional levislo precise Fair Wage is in vogumdvarious Wage
Boards fix wages taking into account the wwrkersbo
But since the introduction of economic reforimd.991, the functioning of the Wage Boards are in decline.

8.2.3. ILO Conventions and India

The issue of minimum wages was raised as an issue at the Peace Conference following World War I. The
Treaty ofVersailles that created the ILO in ®ieferred todhe payment to the employed of a wage
adequate to maintain a reasonable standard of life as this is understood in their time angiasoamoyng

the general principles guiding the future of ILO (ILO120Minimum Wage Systems: IL Conference, '103
Session, Geneva.) Subsequent work and deliberations resulted in the adoption of Convention No.26 at the
11" session of ILO conference held in'8®lay 1928. This was followed by Recommendation No. 30
related 6 Minimum Wage Fixing Machinery. Subsequently thé" 3#ssion (6 June 1951) adopted
Convention No. 99 on Minimum Wages in Agriculture. At the General Conference of the ILO iff'its 54
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session (3 June 1970) passed another Convefition 131) concerning Minimum Wage Fixation in
developing countries.

Based on the conventions adopted by the ILO prior to 1956, thesd$sion of the Indian Labour
Conference in 1957 passed a resolution that laid down the criteidetmbasedMinimum Wage for
industrial workers. According to the resolutjghefollowing should be considered in fixing the minimum
wage:

1) Standard working class family compiédree consumption units

2) Earnings of women, children and adolescents to be disregarded

3) Minimum food intake of 2700 calories for an average Indian adult of moderate activity
4) Per capita clothing consumption of 18 yards per annum

5) Housing rent to be calculated on the basis of minimum rent charged by Govt. under Subsidized
Industrial Housing Schemeiflow income grougs

6) Fuel, lightning and miscellaneous items of expenditure should constitute 20 percent of total
minimum wageand

7) Anot her Supreme Court guideline in 1991 express
and social recreationeg¢quirements should constitute another 25 percent of minimum wage.

The Minimum Wage Act, 1948 provides for States responsibility to ensure living wage for workers and
decent working conditions. Furtimore,in this endeavouia NationalFloor-level Minimum Wage was

fixed in 1991 following the recommendations of the National Commission on Rural Lalthewe was no

move to give statutory backing to this but it is revised from time to time and State Governments are
persuaded to fix the minimum wages in thedspective States above this floor level for all scheduled
employmentsWe shall come back to this important recommendation later.

8.2.4. Planning and wage policy in India

Since independence, the growing consciousness of the importance and rights of ladedrtbabe
recognition of the need for a wage struetwith risingreal wages. Special attentions were paid to both
industrial and agricultural labour separately, particularly in the second, sixth and eighth five yedihgans.
First Five Year Plan coained some statements on wage movements and economic stBhitityg the

plan the Minimum Wages Act fixed the minimum statutory wages for all major sectors including
agricultural sector. The minimum wages were equivalent to the calculated income requarslire
minimum standard of living. Howevelater it was recognized that it has been far from effective for
agricultural labour. Problems of fixing standard minimum wage across region and enforcement due to
regional diversity and lack of organizatioreng identified as the inhibiting factors in the working of this
machinery.

The Second Plan acknowledged creation of industrial democracy and strong trade union movement as
prerequisite for establishing a socialist society. It clearly outlined three b aspects of wage policy:

I. A wage policy should aim atsiructure involving rising real wagesvia increasing productivity
through better layout of plants, improvement in working conditions and training while assuring the
minimum wage and protection &l workers.
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