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ABSTRACT

The issue of income distribution holds great sigaifce. The size of the economic pie and its Bigtion are two
intertwined issues. Growth, in itself, is not afwignt objective for any economy. High growth wih inequitable
distribution, where one social class prospers @& éxpense of another cannot usher in developmeotitPspiraling at
the expense of wages have become a global tremdsfékte of affairs in India is not very differendrh global trends.
Data confirms profit inflation at the cost of a diaing share of income of workers in the manufaictgrsector. An
important story that underlies these trends is ttieg secondary and tertiary sectors have capitdlina the consistent
marginalization of the workers in the agrarian andgal sector of the country. The real wage stagmatand the large
labor reserve, have contributed to a rise in thepsus incomes. The paper utilizes data from EPWEF,3-74 onwards
till 2013-14. The analysis of the Indian manufaotgrsector confirms a general trend of spiralingofit incomes and
plummeting wage shares and a multitude of factoesrasponsible for these trends in varying degr@éese factors are:
Compression of wages amidst rising costs of othetof inputs, the ability to set high markups, e&sed mechanization,
Informalisation & contractualisation, union labotrength, the role of minimum wage laws, employnpeagrams, etc.
The factors listed above have a great contributioaffecting the current trends. Certainly, thetfas might vary in their
impact from one industry to another, making sultmeahalysis imperative. The paper tries to locdte tole of the factors
mentioned above in determining the share of wagmssidering the output price as a cost-plus (or kag@j), as is often the
case for non-primary commodities. The study filndg technological changes and innovation have plagesignificant
role in pulling the labor share down. A rise in thther input costs also becomes a reason for arctiie wage share.
Mark-ups have risen as well, transferring the shefevorkers to the profit-earning class. Contradtmation of workforce
and informalization of work have also played a pioent role in keeping the growth benefits from tharkers. Weak

labor institutions have also added to the plight.
KEYWORDS: Manufacturing Sector, Divergence, Profit-Spiral

INTRODUCTION

The issue of income distribution holds great sigaifce. It is one of the oldest questions in ecaosntouched
upon by prominent thinkers. The size of the ecowopie and its distribution are two intertwined issuThat these
guestions have become deeply ingrained in the mawadevelopment analysis is not an overstaten@otwth, in itself,
is not a sufficient objective for any economy, actf it is imperative to keep a check on how thiswgh is shared by

various factors that contribute to it. High growtfith an inequitable distribution, where one sodi@ss prospers at the
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expense of another cannot usher in developmentai8ability of growth itself depends on the distiion of income. If
the profits spiral at the expense of wages resultncontracting wage share, income and consumptitinsuffer, this
could cumulate into stagnating aggregate demamtheiuimpeding investment as the firms have noritige to invest
amidst stalling demand and bleaker future opti@rewth dependent on profit income will generate dedhdependent on
imports or on labor displacing technologies, furtheeakening the labor class, this, in turn, coukbeacause political

conflicts, social tensions and exacerbate inegualit

In this context, Thomas Piketty’'s work on wealtldancome inequality; the growing share of capitaldmes
across the world deserves mention. Piketty pu@rupnportant question in the introduction to thelkd'Do the dynamics
of private capital accumulation inevitably leadhe concentration of wealth in ever fewer handd<as$ Marx believed in
the nineteenth century? Or do the balancing foodegowth, competition, and technological progrkessd in later stages
of development to reduced inequality and greatembay among the classes, as Simon Kuznets thoaghtitwentieth
century?” (Piketty & Goldhammer, 2014).

According to the trickle-down proposition, the centration of wealth in the topmost layers of theremmic
hierarchy helps the economy as a whole, since thaltiv and the growth benefits eventually reachpéeple at the
bottom. On the other hand, the empirics, show aptetely different image. A vast literature indicatthat the factor

shares were considered to be stable for a long time

Karabarbounis and Neiman (2013) state how stakiititlabor income share has become a key assumjption
various macroeconomic models, since Kaldor's workl957. In fact, until 1980’s stable labor shares\sacepted as a
stylized fact of economic growth. Bowley’s Law smthat the labor income share is constant inahg tun. The recent
empirical evidence, however, puts this stabilitygirestion, indicating a consistent decline in @idgol share. The decline
in labor share is a global trend. Giovannoni (20héhtions that the 2000s withessed a drastic dettion of the income
distribution, in the U.S. and worldwide, and thiasshbeen accompanied by, an increase in the restarmekplore the
factors responsible for this trend. The topic hamed interest since the mid-2000s, the globaiscieé 2008 and the

greater availability of distribution statistics ca@ understood as the factors triggering this igomated interest.
LITERATURE REVIEW

Owing to a revival of interest in the analysis loé Wistribution of income, quality research on ik&ue both old
and recent exists. This work derives motivatiomfrine existing literature on this topic. The ideda conduct an analysis
in relation to the Indian manufacturing sector amrglain the factors responsible for divergenceamthan just discussing

the trends. This section gives an account of theirieal literature surveyed for the study.

A large number of studies discuss the global séengilis & Smith (2007) show that the growth ofdfits has
been strong in many developed economies in recegtsy and the profit share has been high compaithdhigtorical
experience. The explanation advanced in this p&pdhat ongoing technological advancement has daibe rate of
obsolescence of capital goods. This results ireatgr rate of churn in both capital and jobs, wigats firms in a stronger
bargaining position relative to the labor forcetthaw faces more frequent losses in jobs. This iesph greater profit
share for firms. This effect is stronger where labwarket institutions are more rigid, consistenthwthe cross-country

pattern in the trends in the profit share.
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Guerriero and Sen (2012) report a general redudtidhe labor share around the world, in particuad-1980s
onwards. This study analyzes factors underlyingvtiréability in the labor share for a panel of &lntries over the period
1970-2009. They suggest that trade openness awddtian in technology have a strong positive impatthe labor
share, whereas foreign direct investments inflomg mechanization seem to hamper this share. Cdlegor, such as the
level of economic development, education, and tegree and effectiveness of regulations in the labarket, also

significantly impact the distribution of income.

Karabarbounis and Neiman (2013) document that litlgatylabor share has significantly dropped sireedarly
1980s, with the decline occurring within the maipof countries and industries. They show thatdéeline in the relative
price of investment goods, due to advances in imé&ion technology and computerization, induced dirtim shift away
from labor and toward the capital. The lower pa¢énvestment goods explains roughly half of tHiserved decline, even
when they allow for other mechanisms impacting dacthares such as rising profits, capital-augmgntéchnology

growth, and the changing skill composition of thkdr force.

Diihaupt (2013) provides an overview of the evolutiomd trends in labor’s share in selected OECD casmtr
The paper summarizes several theoretical approaetaining functional income distribution. In lighf the different
theoretical frameworks, this paper examines theiggap literature on possible explanations for fw@longed decline.
While heterodox economists hold neo-liberalismaficialization and the shift in workers’ bargainipgwer responsible
for the decline in labor's share, neoclassical ecaists relate this fall to skilled-biased techniday change and
globalization.

Piketty (2014) discusses how wealth and income uakty have risen across the globe and why willythe

continue to rise.

Bengtsson and Waldenstrom (2015) investigate tlagioaship between the capital share in nationebine and
personal income inequality over the long run. Thiey strong long-run links between the aggregatpitahin the
economy and the distribution of income. This linksastrong both before the Second World War antdretrly interwar
era but has grown to its highest levels since 198@& correlation is particularly strong in Anglox®a and Nordic

countries, in the very top of the distribution amden only top capital incomes are considered.

Mishel & Bivens (2015) analyze the growing gap hestw overall productivity growth and the pay of wenkin
the U.S.since the 1970s. A careful examinatiorhisf gjap between pay and productivity provides irtgrarinsights about

how to address the problem of stagnating wagesising) inequality.

The literature on this issue exists with respecinttia also. Bhattacharya et al. (2009) investighte long-run
relationship between labor productivity and empleyt) and between labor productivity and real wagedke case of the
Indian manufacturing sector. The panel data sesistmof 17 two-digit manufacturing industries fbe period 1973-74 to
1999-2001. They find that productivity-wages andductivity-employment are panels co-integrated dbrindustries.
They also find that both employment and real wagest a positive effect on labor productivity. Thergue that flexible
labor market has a significant influence on manufié#ieg productivity, employment and real wages &se& of Indian

manufacturing.
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Vakulabharnam (2010) analyses the class structuri@slia and decomposes the overall inequality inter-class

and intra-class terms. The paper also connecte thexsds with the Indian policies during this pdrio

Roy (2012) looks into factor shares such as wagedits, rents, and interests and also analyzeshihages in the
share of inputs in the value of output. The charageddentified at the macro level and also at ndisaggregated levels of
the corporate sector, manufacturing sector anddigid-level industries. The paper argues that gsiapital intensity in
industries can largely be explained by the fact ¢gnawth in India increasingly depends on profitame. Also, the paper
discusses that investments in the manufacturingpsaere not always aimed at acquiring productiviising machinery
but also to create capacities that did raise priddtyc The paper highlights that average wage ofkers have fallen far
short from their productivity, the skill premium an excess labor supply situation does not reatlyedd on the skill

requirement of specific sectors but by the relatiisorption capacity of various sectors.

Basole (2014) analyses the evolution of income uadty in India in the period 1922-99 using the \'dofop
Incomes Database. The paper states that ineqdalifined steadily, in the planning period drivenabfall in real incomes
at the top levels of the distribution. In the eakBB0s, there was a reversal of this decliningdrdiihe 1990s withessed an

increasing divergence between the top 1% and steofeéhe country.

Basu and Das (2015) analyze profitability in Indi®@rganized manufacturing sector from 1982-83 tH2203.
The paper finds evidence supporting a rise in pdifare, technological factors being the primaiyets of growth in

profit.

Goldar (2013) analyses the trends in wages andwdge share in various sectors of the Indian economy
particularly organized manufacturing, during thesta@form period. The results of the empirical gesl indicate that in
manufacturing, the productivity-enhancing effectstrade liberalization weighted over the downwamégsure of rent
erosion on the wages. It is found that there wassa in the wage gap between skilled and unskilizbr in the
manufacturing sector. However, this did not occucértain components of other major sectors. A deavd trend in the
wage share in value-added is observed for mogteo§éctors. This could be due to the reduced brangapower of trade
unions, increasingly capital intensive productiow dabor-saving technological change, among othetofs. The paper

presents empirical evidence indicating that inaeas export intensity tend to depress the wageesha

Having gone through the existing literature, thiofeing section discusses the status of factor imes in the

Indian manufacturing sector and the factors resptnfor divergence.

Manufacturing Sector: Divergence in the Factor Shaes
The Story of Rising Income Inequality in India is ro Different From the Global Trend Discussed Above knanshu
(2012) Writes

When productivity grows, one should look at how o€ that goes to wages and how much to profitshénlast
ten years, though there has been a growth in ptivitycworkers have benefited less from this. Tisidecause the share
of profits in the value-added has more than doulaledompared to the share of wages. This is hapgeniboth the
manufacturing and services sector where compangessing the loopholes as well as the lack of imgaletation of labor
laws to suppress wages. Companies and even thengoest are increasingly using contract workersringodown wage

costs and improving productivity.
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The excerpt abovis indicativeof the fact that the state of affairs in India et very different from the glob:
trends. People in India struggle with sharp ineigjgal This inequality has multiple dimensions @edeve-growing.

Amidst all this,spiraling profits and a declining wage share hdg been widening the existing dispariti

The indian manufacturing sector is fraught with a number oéfficiencies. The slow growth of Indie
manufacturing has always been a concern for polidyars, and India’s manufacturers have long perfdrbedow theit
potential. The ranufacturing sector contribu a meagerl7 % to the GDP, the share in employment being lgq
disappointing, stands at 12.6%. Apart from therstie status of the manufacturing sector, growinfgimality is also ai
impediment hampering its performan
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Figure 1: Share of Manufacturing Sector in GDP % (ConstantPrices;
Source:CSC

Table 1: Sectoral Share in Employment 2011-12 (%)

Sector Employed Share
Agriculture 181406211.54 47.04
Manufacturin 48526229.05| 12.58
Non-Manufacturing | 43450913.9( 11.2y
Service 106763286.14 27.68

SDurce: NSSO, Employment and Un Employment Survey

Amidst abysmal performance of Indian manufacturimgthe front of growth and employment, the divisiofr
returns is also asymmetric. The datathe Indian manufacturing sector reveals that workerehd been able to reap tl
benefits of economic growth.
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Figure 3: Share of Factor Incomes % (Current Prices)

Sourdeational Accounts Statisti

National Accounts Statistics (NAS) of the CSO shadata on tt National Domestic Producseries. It also
publishes data on compensation for employees, tipgisurplus and mixeiticome for NAS industrie Figure 2 and 3
shows thathere has been a decline in the share of compensatiemployees and mixed income along v a sharp rise
in the share of operating surplus. Share of opagaturplus in the nnufacturing sector has consistently risen sincel-
02. In countries like India mixeithcome, corresponds to the income of -employed in the unorganized segment of
economy which assumes a pattern akin to wage insohte broad picture clearly iicates profit inflation at the cost of a
declining share of income of workers and the-employed.The trend is confirmed by data frcthe Annual Survey of
Industries. The data for thHadian manufacturing sector reveals that workengehd been ableto reap the benefits of
economic growth. Workers have seen their sharmdgilh the net value added of industries even asttare of profits he
sharply increased, figure 4 confirms this trend01-02 onwards the divergence becomes glaringly visiFigure 5

indicates how real wage growth has languished ldet@al productivity improvemei
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Sourdnnual Surveof Industries

High growth in productivity canbe attributed to thencreasing mechanization of industries. Increa
mechanization makes it imperative that the workgrgrade their skills, implying greatlabcr productivity which should
translate into higher wagesbhe rising share of profits reflects tithe benefits of growing productivity are being capt

by the capital owners.

Economic & Political Weekly Research Foundation \\E®F), provides long term time series the Annual
Survey of Industes data. The data is available from 1-74 to 201314 and has been concorded to national indu:
classification 2004. Table 2, furnishes data onwhge share of 55 industries at the t-digit level Wage share has been
compared for the period befand 1991 onwards, treating the data before 48% precursor. Out of 55 industries in
manufacturing sector listed above, 49 show a ctlsnline in the wage share, indicating a general mteavd trend
Manufacture of Knitted and crocheted fabrind articles, Dressing and dyeing of fur; manufaetaf articles of fur
Manufacture of Electric motors, generators anddfiammers and Manufacture of Bodies (ccwork) for motor vehicles;

manufacture of trailers and setrailers are exceptions to t trend.

! 319 — Manufacture of other electrical equipment n.e.c, has a negative wage share uptill 1991 due to negative net value
added, the wage share has been expressed as a proportion of net value added. The data is missing for the industries
where the wage share has been indicated as “-“.
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Table 2: Wage Share at 3-Digit Industry Level-NIC 2008)

Industry | Up Till 1991 | Beyond 1991 | Industry | Up Till 1991 Bigggd
151 18.92 12.94 221 41.32 15.88
152 31.64 22.62 222 42.20 24.83
153 25.88 18.40 223 - 11.20
154 28.93 23.40 231 43.31 23.94
155 17.93 12.47 232 7.42 4.13
160 35.42 18.84 241+23B 19.16 9.39
171 52.80 35.53 242 17.90 9.5
172 30.53 23.51 243 21.54 19.0p
173 25.05 27.13 251 23.12 17.6b
181 32.99 26.65 252 21.89 14.88
182 25.58 31.25 261 40.74 24.38
191 32.91 27.85 269 29.57 15.3b
192 41.95 28.61 271 34.04 16.86
201 36.45 33.56 272 29.72 11.68
202 30.16 25.38 273 38.53 27.11
210 29.61 22.71 281 19.22 18.111
289 30.12 21.45 331+33B 19.54 17.08

291+300 26.21 15.37 332 19.32 15.27
292 28.17 17.63 341 27.51 18.08
293 36.45 19.91 342 36.59 37.39
311 9.05 13.95 343 - 19.14

312+313 51.44 17.33 351 59.55 33.76
314 22.99 13.82 352 65.13 35.9p
315 30.20 23.47 353 35.63 33.6p
319 -19.05 14.20 359 34.14 15.96
321 24.58 17.15 361 37.18 30.2p
322 18.57 15.74 369 30.89 19.5[7
323 28.98 8.65

SourcEPWRF

The Growth of Real Wages and the Discussed Diverges Depends on a Lot Many Factors:
» Compression of wages amidst rising costs of othetof inputs
* Increased mechanization
» The ability to set high markups
* Informalisation &contractualisation
e Union labor strength
* Role of minimum wage laws
e Employment programs

Input Costs: The factors listed above have a great contributivaffecting the current trends. Certainly, the

factors might vary in their impact from one indydio another, making subsector analysis imperative.

The Kaleckian price formation process can helptidtiae role of the factors mentioned above in deitging the

share of wages in an open economy. If output psi@@nsidered to be cost-plus (or markup), astsnate case for non-
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primary commodities, it is easp understand th any increase in the price of material inputs of ftasumed can k
passed on to the workers as a cut in the wage singsemary input producers, given the fact that tapitalists migh
have an upper hand in not letting their shall.

The following figures plot the wage cost to inpast (material and fuel) ratio for 53 th-digit industried. As
explained above, the burden of a rise in the iqusts can be easily passed on to ther in terms of a smaller wage
share. Theatio has declined for most of the manufacturinigssators
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% Industries 223 and 343 have been dropped due to non-availability of data.
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Table 3 below shows the wholesale price indexrgrartant material and fuel inputs. The data cordithat the

input prices have consistently riséxmidst rising raw material prices, it is importdatanalyze how the proportion

input costs to net value added has chat

Table 3: Wholesale Price Index: Important Input Items

1981-92 | 22.04 18.29 | 19.53 16.47 15.30 23.3( 24.11
1985-86 | 27.44 24.75 | 27.42 23.12 25.33 36.7( 26.36
1990-91 | 39.49 37.33 | 40.85 32.03 43.52 70.2% 42.04
1995-96 | 69.01 60.48 | 62.25 64.54 81.55 103.8: 96.05
2000-01 | 97.92 78.35 | 88.89 95.88 107.66 103.0¢ 93.89
2005-06 | 107.26 108.00 | 101.01 106.29 94.54 107.7% 96.35
201011 174.43 172.05 | 175.88 190.13 243.98 181.9¢ 198.38
2013-14 | 225.97 244.26 | 220.63 275.74 245.58 229.1: 239.73
Table 4
1981-82 24.68 17.6: 10.37 40.72 12.93 14.30 12.73
1985-86 27.17 23.6: 14.44 52.68 20.58 17.20 17.78
1990-91 48.11 35.5¢ 17.09 79.06 30.08| 22.12 25.59
1995-96 71.13 58.81 24.70 96.32 47.65| 33.63 50.51
2000-01 71.52 76.1¢ 34.28 93.25 72.15 71.63 79.05
2005-06 90.36 103.9: 127.92 104.78 117.6Q 116.73 102.57
2010-11 141.33 176.7: 373.78 153.37 165.33 157.47 113.17
2013-14 202.59 213.5¢ 387.34 213.20 190.78 225.95 158.69

Source:Office d Economic Advisc

The data on theatio of input costs to net val-added is evidence that the share of input costs has risel
industries out of 55 at the threlgit level show a cleaincreasing trend in the share of input costs. Hamethere ar

some industries, where the share of material aeldchst has declined on an average or has remaimeithnged. It nee
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to be added that the change (both increase/degiieae share of input cost has been very slowilenthe wage cost has

declined drastically.

Table 5: Manufacturing Industries Showing a Rise inthe Share of Input
Costs3-Digit Industry Level-NIC (2008)

154 291+300
155 292
171 293
172 311
182 312+313
192 314
201 315
202 319
210 321
221 322
222 323
241+233 | 331+333
243 341
251 342
252 343
261 351
269 352
271 359
273 361
289 369

Source: EPWRF

Labor Productivity and Technical Change This drastic decline in the wage cost can beampt by labor
productivity improvement outpacing the growth i tleal wage. Trends in labor share are also refieloy movement in
wages vis-a-vis labor productivity. Wage share tras components — real wages and labor coefficieme(se of labor
productivity). Real wages, in turn, depend on nahiwages and prices whereas the labor coefficiepedds on the
nature of technological progress.

Wages _wl
Total Income p O

The equation above shows that the share of wagedexine, ceteris paribus, either by a fall inl rgages or a

rise in labor productivity or if growth in produeiiy outstrips the real wage growth. The last ofickhindicates that the

gains in productivity are not accruing to the wagening class.

In what follows, the paper gives evidence on lgtaductivity superseding real wage growth in theecaf the
majority of the industries. The wholesale priceided could be worked out only for 46 industriest @iuthese industries,
42, show a declining real product Wag‘;égl. Manufacture of coke oven products, manufactdreefined petroleum
products, manufacture of glass and glass prodowsufacture of structural metal products, tanksemeoirs, and steam

generators are exceptions to these trends. Folipwire the graphs plotting real wage movement wisalabor

productivity growth for a few important manufactgiindustries.
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Figure 9: Real Wage Index and Labor Productivity Irdex3-Digit Industry Level-Nic (2008)
SourceEPWRF

Technological changes and innovation have playsijrificant role in pulling the labor share down.shift in
employment from labor-intensive to more capitabigive sectors, growing importance of the high amedium-

technology manufacturing, as well as financial sy where profits have been rising are all impurtactors.

Any attempt to increase labor productivity, througbreased mechanization at a higher rate thamigken real
wages (i.e. a fall in wL/pO) ipso facto means @ iisthe share of capital if the other shares rartte@ same. The capital

intensity of manufacturing has increased over tery.
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Sourc&PWRF

At the threedigit level as well, the rise in capital intensigypervasive. Roy (2012) mentions that the growt
capital intensity in the Indian manufacturing seésostrongly correlated with growth labcr productivity, the benefits of
which are getting sidelined by the profit earnere also mentions that the share of workers employedhe
manufacturing sector is on a decline and at theedamme increasing use of technology might haveltegun a rie in the
number of salaried workers, thereby changing theapmsition of theworkforce It hasbeen noted that apart from
increasing mechanization of the existing industci@stributing to wage compression, the emergeneewfindustries like
petrochemicaland metals that are naturally more capital intenbias further added to the press Technological change
has been seeas the main factor behind the falling lr-intensity of the manufacturing products and theseguen
employment problem. The situatipmses a dang because the capital to lab@tio has been rising acroindustries, i.e.
not just the capital intensive industries but dfsslaborintensive industries. Kapoor (2014) presents datthe growth ir
capital intensity of productiorgonfirming rising capital intensity in labor-intensiwedustries too which has repercuss

for the distribution of valuadded into profits and wages as w

Sen and Das (2014) also conf the trend of rising irtapital intensity across Industries. The paper ioestthat
the labor-intensivéndustries haven't become more employr-intensive, given the removal of industrial licergsiand
de-reservation and may be link&al restrictivelabor laws. It is widely believethat India’s rigidlabor regulations and
employment protection legislation have reducediticentive of firms to hire workers on permanenttcacts and pushe
them towards more capitaltensive modes of production. However, as poirltgdSen & [as (2014) stringent labor
regulations might be able to explain the levelabor-intensity buto explain the decreasing la-intensity over time,
labor regulations would need to have become tighter time. Since this has not happerin the absence of pro-worker
legislation for the last two decades, they attebilite increasing capital intensity to increasethénratio of real wagrate
to the rental price of capitalhis, in turn, is a result of a fall in the relaiprice of capital goods, ven by trade reforms

and falling import tariffs on capital goods ovené

4 Capital Intensity has been calculated by deflating fixed capital by the wholesale price index of machinery and equipment
and dividing by total persons engaged.
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Rising Mark-Ups: Markups Form An Important Part Of Price-Fixing Process The temptation to raise
markup is usually satisfied by bringing the wagstsaown. An increase in productivity, while openthe possibility for

increased real wages, simultaneously opens thetdaaise markups.

The data shows that mark-ups have risen, but targehhas been slow. About 36 industries have vegtea rise

in mark-ups.

Table 6: Mark-Ups of Industries at Three-Digit Levd (NIC 2008)

Industry | Uptill 1991 | Beyond 1991 | Industry | Uptill 1991 | Beyond 1991
151 0.05 0.06 210 0.17 0.15
152 0.05 0.06 221 0.14 0.22
153 0.05 0.06 222 0.17 0.17
154 0.12 0.12 223 0.29
155 0.22 0.22 231 0.09 0.13
160 0.13 0.28 232 0.09 0.13
171 0.11 0.12 241+233 0.17 0.19
172 0.12 0.13 242 0.18 0.21
173 0.10 0.12 243 0.26 0.21
181 0.10 0.15 251 0.15 0.16
182 0.15 0.10 252 0.14 0.14
191 0.07 0.09 261 0.15 0.19
192 0.10 0.11 269 0.19 0.24
201 0.12 0.07 271 0.13 0.15
202 0.15 0.12 272 0.13 0.18
273 0.11 0.12 323 0.16 0.13
281 0.11 0.14 331+333 0.30 0.19
289 0.15 0.14 332 0.21 0.23

291+300 0.20 0.17 341 0.16 0.13
292 0.16 0.15 342 0.13 0.10
293 0.12 0.14 343 0.16
311 0.27 0.17 351 0.09 0.13

312+313 0.06 0.14 352 0.10 0.12
314 0.17 0.21 353 0.14 0.17
315 0.17 0.16 359 0.11 0.15
319 -1.06 0.20 361 0.15 0.12
321 0.20 0.17 369 0.17 0.11
322 0.23 0.16

Sourc&EPWRF

Other Factors: Not just mechanization of the existing industrigeere has also been a shift of labourintensive
industries such as jute to the informal sector.rdwngng body of evidence indicates a huge inflowcohftract labor ready
to work for low wages. In fact, informalization tEbour-intensive industries and growingcontractiehg of labor are
interrelated. Goldar and Aggarwal (2010) point that since the 1980s, there has been increasiogmafization of
industrial labor in India. This process has takkte in two forms, firstly, there has been a cardins rise in the share of
unorganized sector employment in the manufactuseajor. Secondly, various subsectors of the orgdnanufacturing
sector are sliding to the informal sector owing nassive use of contractual and informal workeras Bt al. (2015)
furnish an important fact that the share of thek®os category in total persons engaged has rema@medrkably stable
(76.25 per cent in 2000-01, 76.69 per cent in 2006and 77.61 per cent in 2011-12), but the shacemract workers in
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total workers engaged has been on a continuoudrase 21.31 per cent in 2000-01 to 30.37 per can2006-07 and
further to 34.61 per cent in 2011-12. This indisatkat there has been a growing preference foracitl workers.
Ample availability of the informal labor and ine®ng absorption of this labor in the formal se¢tas kept the wages in

the formal sector, low.

The actual distribution of increased productivigpdnds on the relative bargaining strength ofweediaimants.
Das et al. (2015) highlight the role of declinddbor strength as a factor affecting a fall in labwome share. The paper
mentions that union power has displayed a sedeéleine starting in the 1980s. The important intticeof union strength
show a downfall, starting in the 1980s and acctlegan the 1990s. There is no evidence of detation in industrial
relations as captured by the absence of a stremgl tin man-days lost due to industrial disputea psoportion of man-
days worked over the whole of the 1980s. Secondnutensity declined from 45 per cent in the |28&0s to about 30 per
cent in the late 1980s, which further declinedhie 1990s. Third, the proportion of man-days lost tustrike started to
fall in the 1980s, and the decline acceleratedpjan the 1990s (Nagaraj, 1994; Dutt, 2003). Evenbal support for
labor has declined in the 1990s as the formal prigactor workers have become politically weak @tag 2002).
Furthermore, several states have relaxed the poovisf enforcement of labor laws leading to flegilpractices at the

ground level.

There is a prevalent wage-setting system in Ingfeereby the Wage Boards and Pay Commissions ggnseas$
wages in the public sector, which in turn setsktbechmark for private-sector wages (Dutta, 20074hifkum wages are
fixed at a level that is expected to meet subsistereeds The downward pressure on wages is mitigated byrlenarket
imperfections such as the prevalence of monopscingde unions and the guaranteed minimum wageshvgarticularly
applies to the public sector, where government eygas are largely unionized, assured of life-titnpleyment and face
very little risk of being fired (Dutt, 2003). Whilelearly there is evidence of wage inflexibility edto the presence of
unions and minimum wages law in the formal priveg¢etor (see, Deshpande et al, 2004, and Sharma&), 2@@wever
statutory minimum wages have been largely ineffectin influencing wages in the informal sector dige weak
enforcement, irregular revisions, lack of propeatexration to cost of living and absence of trad@ungi(Dutt, 2003).Also,
the literature highlights that the policy sufferserh poor fixation norms, inefficient implementatiand enforcement as

well as disparity in coverage.

Given the employment situation in the country, @asi employment generation programs have been anedun
the past. There have been programs aimed at gemweeahployment and ensuring minimum livelihood riaral areas. At
the same time, schemes at the level of micro aral snterprises have also been formulated with ecigp focus on
boosting manufacturing employment. It is believieat tsuch programs could play a significant roleamdy in a sense, that

there will be more jobs but also in terms of ensgirisecure livelihood for the workers at the botiowst layer, i.e. the

® In the absence of any criteria stipulated for fixing the minimum wage in the Minimum Wages Act, the Indian Labour
Conference in 1957 had said that the following norms should be taken into account while fixing the minimum wage. The
norms for fixing minimum wage rate are (a) three consumption units per earner, (b) minimum food requirement of 2700
calories per average Indian adult, (c) cloth requirement of 72 yards per annum per family, (d) rent corresponding to the
minimum area provided under the government's Industrial Housing Scheme and (e) Fuel, lighting and other
miscellaneous items of expenditure to constitute20% of the total Minimum Wages, (f) children education, medical
requirement, minimum recreation including festivals/ceremonies and provision for old age, marriage etc. should further
constitute 25% of the total minimum wage.
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rural workers. Unfortunately, the desired resuldveh not been achieved. Make in India is a campaigth, a goal to
transform India into a global manufacturing hub gederate enough employment. While “Make in Indias invited a lot
of support, there are economists who advise tlakisy to the service sector and generating joleseths a better move,
Green (2014). It is the high-quality jobs that mndieeds to generate. Amirapu and Subramaniam (20ghasize that it
is the formal manufacturing sector which is chagdzed by high productivity and dynamism, not thioimal sector. The
feasibility of such an approach is under questigven the fact that India is on the road to prematieindustrialization
‘SKILL INDIA’, a multi-skill development program tm been initiated with an objective of job creatiand
entrepreneurship for all socio-economic classessnieavors to establish an Indian equivalent of ithiernational
framework for skill development, creating workfong®bility and enhancing youth employability, someghthat Indian
manufacturing sector direly needs. India needsrapcehensive policy framework to generate qualitypkryment and
growth. Encouraging skill development, recogniziing appropriate subsectors for export and tryingborb the informal

employees into better employment opportunities khba the mainstay of policy.
SUMMARY

The analysis of the Indian manufacturing sectorfiomis a general trend of spiraling profit incomesda
plummeting wage shares. A multitude of factorgesponsible for these trends in varying degreeshfi@ogical changes
and innovation have played a significant role iflipg the labor share down. A rise in the othernihposts also becomes a
reason for a cut in the wage share. Mark-ups heen ras well, transferring the share of workershi profit-earning
class. Contractualization of workforce and inforiration of work have also played a prominent ralekeeping the
growth benefits from the workers. Weak labor ingtitns have also added to the plight.
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