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Trends in Public Sector Employment and Earnings

Part I

The public sector in India has come to account for the bulk of
employment in the organised sector. It is interesting to note, however,
that except for some particular work-creation measures, the government
has generally not entered the market specifically to generate employment.1
In fact, when its role was being heatedly debated in the forfies,2 it
was never visualized that the public sector be used consciously for

generating employment.

The extent and nature of public sector employment depend very much
on the role of the government in economic development. The role that
the public sector has come to play in most developing mixed economies is
now well known.3 In India, in the post-independence period, it was
recognised that »ao;id, Independent industrialization required a sharp
increase in the economic functions of the state. Although in principle
a congiderable extension was envisaged for the public sector, which was
to achieve the "commanding heights" in the economy, given the continued
existence side by side of a growing private moncopoly sector, it in fact
played the role of a subsidiary to the latter. This it did in a dual
manners by eliminating to some extent the serious gaps in the production
structure which the private sector would have been reluctant to overcome
on its 6wn and by providing a stimulus to private investment by extending
the markets of private industrialists directly and indirectl_y.4 Hence
in actual practice the public.sector took on the high-risk, basic
-induétries with long gestation periods and low present rates of return and
provision of inffastructure;.while’the'rest was virtually left to the
- private sector with large=-scale proﬁéction and impbrt confrol; Given thig
emphasis on basic and capital goods industries and infrastructure such as

utilities, communication and so dn, which tend to be highlj capital

The author is grateful to A.Vaidyanathan, K N Raj and S Mundle for comments
"on an earlier draft. '



intenéive, not much stress was laid on the role of the public secctcer
as a major employer of labour. It is only in rsecent years, In view of
of the persistence of .poverty and rising levels of unemplnyment; that
interest has been shown in the employment generating potential of

~public expenditure.5

In this paper we enquire into the size and growth of public sector
employment and study the changes in its pattern in the post-independence
period.. An attempt is also made to examlne trends in' real earnings of
public sector employees to see how they have fared during this period.

We deal with employment inithe first part and earnings in the second.

. Data Basze

The public sector here inc udes all instruments of goverpment activity
such as (a) administration covering central, state and local authorities;
(b) departmental undertakings such as the railways, and ﬁosts and
telegraphsgs: (c) non-departmental enterprises which are run as autonomous
- bodies whclly or largely owned by the government (qua31—gnvernment
uhdertakings).

Data on emplcyment in thé crganized sector is callected under the
Enployment Market Information (EMI) scheme of the Ministry of Labour. Tt
covers the entire public sectrr and non-agricultural establishments in the
_Pprivate sector employing 10 or ﬁore.persons. Employment in defence frrces,
Indian embassies/missions. abroad and under crash schemes for rural employ-
ment as well as casual/contract labour are excluded from the purvie@ nf
the EMI. This basic source of information is supplemented by other
sources s'ch as the Indian Labour Yearbook Indian Labour Statistics,
Annual Reports on the Wnarking of Industrial and Cemmercial Undertakings
of the Central Govermment and Cehsus of Central deernment Eﬁployeeéa

Although the'EMi scheme was initiated during the second plan perin-d.
data are available only from 1960~61.. For the public sector alene similar
information was collected for 1958.7 In respect of certain individual
public sector undértakings such as the railwaYs and ﬁgsts ;nd'felegraphs
employment figures are ayailable even fér a period prier to 1947. Since
we are concerned here with the public. sector as'a whole we confine ourselves
mainly to the period 1960-61 to 1977~78.



Certain other limitations should also be kept in mind: (a) Our
study relates only to direct employment generated in the public sector.
Its indirect consequences on output and employment, though important,
cannot be quantified with the available data. (b) Some nationalization
hag merely caused a shift in employment fiom the private to the public
sector without ‘adding to the total employment in the organised seotor
~and distorted the relative ratés of growth of employment in each sedtor.
We glve employment f;gures in the public and private sectars as glven
in the EMI andalso after adjusting for some ma.joxr cases of nationallsatlon.s
(¢) Total employment may increase in any sector merely on account of
extended coverage, as was eV1dent in the case of the private sector
after: 1966 when small units employlng 10-24 workers were also 1ncluded
in it. This accounts for the sharp increase in the ¥otal and private
organized sector employment in 1967. (d) WHile_data'on public sector
units and those employing 25 or more persbns in the private_sectoi are
collected statutorily under the Employment'$xchanges (Compulsory.Notifi-
cation of Vacancies) Act 1959, fnformation about smaller private sector
units is colleoted nn a voluntury basis. In addition, small wnits in
the metropolitan cities of Greater Bombay and Greater Calcutta-aie not
covered at present due to "adminigtrative difficulties".9f These two
factors introduce an element of underestimation of employmeht‘in the small
private organized gector whose number has remained constant at about 0,72
'million (see Table IT). That this could be an underestimation is confirmed
by the establishments Tables of the 1971 Census which reveal that the
number of persons employed in units of size 10-19 persons oovering all
industry groups of the EMI (that is manufacturing and processing, trade
and ccmmerce and all others) totalled almost 2.1°millions in 1971
(including 0.18 million in the metropolitan cities of Greater Bombay, and
Galcutta).1o -However, the break-up of these units into registered and
unregistered units (since we should take employment only in the former)
is not specified clearly. In.the industry group "menufaeturing and
processing", 0.48 million persong (39,000"in-the two cities) have been
enumerated as being in registered units., But the remaining 1.62 million
employees in other industry groups (including 0.15 million in the two



two cities) haveé not been clagsified. Nonetheless the magnitude of

of difference hetween the two sets of data, EMI and Census, does leave
considerable room for underestimation, The exclusion of employment

in small units in the two cities stréightaway reduces employment in
small uwnits to the extent of roughly 39,000 plus .15 million in the
vemaining industry groups which may be classified as being in the
organized sector only if they are registered. The maximum extent of
underestimation on account of exclusion of small units in the two olties
thus amounts to 189,000, that is, about 2 percent of total private

organized sector employment in 1971-72.11

It is very likely, however,
that the rate of growth of employment in the small sector has been very
slow as brought out by the EMI.data.12 When we discuss trends in the
total organizéd;éector eﬁployment and the private Giganized gector in
particular, we must remember that there is some underestimation on
account of not only the exclusion of small units in the metropolitan
areas of Greater Bombay and Calcutta but also on account of the

collection of employment datae in small private units on a voluntary basis.

Trends-in Public Sedtor Employment

The public sector which forms a large proportion of the organized
sector consigts primarily of non-agricultural wage and salaried
employment. The proportion of the total labour force engaged in the
organized sector 1s small; but being concentrated in towns and cities,
1t constitutes a very significant element of the urban work force.

Before we analyse trends in public sector employment we relate it

to the non=sgricultural work force and in particular to wage and salariéd
employment at two points of time (see Table 1)e This would indicate

the extent and significance of this sector in terms of employment in

the economy as a whole.
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Table I

. Persons Employcd in Non-&griculturce, Organizcdé Scctor and
Public Scctor

in million

I1960-61 1977-78

1, Total working population I67.,4T 257, 92
2. Total cmploycd in non-agriculturc 47,89 T4.45
js Total wagc/salary cmploymont in non-agriculturc 22,02 42,20
4, Total cmploycd in orazonizcd scctor : I2.09 2I.45
5. Potal cmployed in public scctor 7.05 14,40
6._2; as pereccntage of 1) 28, 60 28, 80
7. 3) =8 porccntagc of 1) 13,15 16,36
8. 3) as pcrccntage of 2) 45,98 56,683
9. 4) as pcrcentage of 1) T.22 8,32
10.4) as perccntage of 3; 54,90 50, 82
11,5) as percentago of 2 I4,72 19,34
12.5g as pcrcentage of 3; 32,02 34,1z
I3.9%) as porcentage of 4 58,31 67.13

Sourcc: For 1960-61 cstimated from thc I6th Round of National Samplo
Survcy.

For 1977-18, figurcs for 1), 2) and 3) arc from the rcport ofs
the 8tudy Group on desrs, Incomcs and Pricc, May 1978,

Figurcs for orgeonized and public sccetor .nployment arc taken
from BEwployment Review, I196I-66 and I977~T78.

.The tablc brings out the well known fect thut cven after throeo
dccades of planncd industrialization the sharc of non-agricultural
sorkcrs in total work forcc has romeinod almost stagnant at about 29
percent, Horscver, a significant change has occurrcd in its composition,
0f tho totél incrcesce of 26,5 million: in.non—agricultural\;mpinymcnt
betwe'n I1960~-6F and 1977=78 2bout 20,0 millions (closc to 80 parcent)
were in the cétcgory of wage and snlariced zmploymcent, " This- implics
that thc other major catcgory of -unployment in'non—agriculturé; namecly

sclf ‘mploycd, rcgistercd only & marginal increiesc, Hencc wage
'and galaricd cmployment in non-agriculturc, whichaccount~d for much
loss than h- 1f of the total non-agricultural -mployment in 1960-61,
inecrcascd its sharc to almost 60 pcorcent by I977-78. But it may be

notcd that only lcss than haif of this incncase, 9.3 millions occurcd



in the orrrnizoed sectvor thile 10,9 million »arsons rere vhoorbed
in tle unorganizcd sacior (Aven if e allowr for tre underesti ation
of\ .wiployr.int in small -rivate organized scetor units, it sill

no affect the tronds sisnificantly)., The sa rc of the oreunized
sevtor in non rricultur 1 w.osc Aand saleried .aonloy ont declined
from 55 percent in 1960-61 to ~bout 51 percent in 1977-78. Jithin
the orgonized éector, howover, the public sector cdic rel-tively
better, Nore th.n taree=guarter. of the incra'se ia tie organized
écctor wmployrent occurrcd in this sector ( 7.3 millions out of

9.3 million incre.se in the tot 1 ors nized sector emplo=ment).
Hence even 7hile the shore of the ormanized sccetor in wagze and
salariecd cmplbymont d clined during this period, the public sector
increased its share m:rginally from 32 percent in 1960-61 to 34

percent in 1977-78.

. Table II brings out th: trends in »ublic sector emplojrent
(.s dlso in the »nrivatc and tot 1 organized sector), Je see from
tue table thet ot the st.rt of our period, 1960-61, the nublic scctor
. lrcady accounted for.more than haif of the¢ organizcd seotor
emrloyment (7.1 million out of 12:1 million perpons), In fact,
even 2t the time of Indenandence there cxisted a large £toto scctor,
This of course r.s & lesncy of British rule and ras mainly for -
the »urnosc of ;L\ministr':tion.l3 During the sceriod under study,
thosce com.loyed in the nublic S¢ctori}1most oubled whilc the total
or/mnized scctor moloyment increased by a much loser prorortion,
The formur nor accounts for nlmosf 67 ncrécnt of the tot: 1

or:nizcd scctor 'm lovmint,

0
I

Mationitlization has nst contributed to any substaintial increrzco
in the .otcl nublic gector employment, vz cuan be sc n from the
adjusted figures, of thiec tot 1 increosc of over scven millions in
‘ublic s.ctor om»loyment, nrtionaliz~iioi accounts for only 0,45
million or =bout 6 pecrcent of the incrofse, F:vertholcss, nntionn—
lization does roke a cdifferencs in certain inCustriecs; it mav also have
o subscyuent benoficial effect since exomnsion is more vigzorously

pursucd by the povernrent, However, uhen discussing public soctor
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employment as a whole, we shall refer only to the unadjusted figures,
It must be remembered that defeonce personncl are excluded from these
figures, BSubstantial recruitment had occurred follo ing the India-
China conflict in 1962~63 and the India-Pakistan conflict in 1965,
The armed forces now étand at around a million which would raise

the level of public sector employment even further,

Deceleration in Growth Rate

Table II also highlights some well known facts about organizcd
sector cmployment, It had.expandod relatively fast upto tho cnd of
the third plan but slowed down considcradly in the post-mid-s:xties
pcriod.14 We may mecntion here that when discussing trends in org:nized
sector as also private scector employmcnt it would be morc appropriate
to consider the figurcs relnting to large private units, since the
earlier period 1961-66 includos only such units, Comparability bct-~
ween the two time periods, 1961-66 and 1967-78, would also be main-
tained, Kceping this in mind we find that while employment in the
organized sector grew at the ratc of 5.2 percent per annum during
1961-66 its rate of growth declined to 2,7 p:ircont in the subscquent
period, Over the entire period, it grew only at the rate of 2,9 nercent
per annum.

This deceleration in the rato of growth of organized scctor
employment implies that whilc additional employment was being
generated at the rate of almost 0,6 million per annum during 1961-66,
it halved to about 0,3 million per annum in the yecar 1967-78., Much
of this decline is on account of thc¢ poor performance of private
sector cmployment, espccially in the larger units in the latter period.

Of the total incrcase of about 4,4 millions in organized scctor

cmployment in this period, only about 0,16 milliong (or 3 percent) c're from
the large privato unitc. Tost of tlie increcnce in employment in such units
occurrcd during the ¢ rlior noriod, 1961-66 (1.06 illiong out of t9tnl

§28r§§7$.°f51%a%1t%%%1%ﬁ%ia§§3¥ C?nlgg%so units appear to have stagnatod
around 6,1 millions, The addition of mployment in ﬁhe smaller unita

to private sector cmployment itself has remained stationary arouad

0.7 millions (which would be higher if corrccted for undercstimation

in respect of small units), would not substanticlly raisc the ratce

of employment growth in tho private organizcd scctor,
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Tho public sccior =25 Conc comparatively better, which is
not surnrising given the incro-sed scopo for government participatiion
in oconomic activities in thc _ust-Indcoundeace period, In
addition to its tr Jditi»nal scrvices concerned n~inly with
administration, maint ining 1w and order ~nd nroviding certain
basic amenities, thc govornmont establiszhed a large number of
org nizetions to carry out its nevr functiuns in the industrial and
infrastructurcl spheres, Although no conscious cffort soems to
h-ve bocn nade to adont "labour intensive" tec nigues in the now

15

industrial venturocs the sheer luarzencs= of its oxoeonditurcs
] ?

especially upto tho third Hlen »ering, wust h ve contributed
to_t;o rroit’. in mplamont., Horever, o dognler tinn ia tio prite
0: rorth o1 onployment is evident in the c¢..sc of public

scetor also since mid~sixties, #hile the r-tc of zrosth @ s ahout

5.86 percont durinz 1961-66, it decclined to 3,83 poreent in the
subsequent puriod, The decline, horsever, is not iis sh rp as in
the wrivate sector umployment ond ~ppe:rs to have ocaurred in the

imaediate post-mid sixtics neriocd.

It is escenerally accepted thiit this slug ish growth in orga-
nized scctor emnloym.nt, which %as added t¢ the nroblem of
uncmployment, is rcloted (o thz zconomic crisis rhich rost develon-
ing mixed ceconomies hive come to f"ce.16 In India too, thcre has
been & marked deccleration in the rate of sivorth of the national
output since thc mid-sixtics, during shich ,criod there hhs also

17

occurrcd an inflationory risc in ~ricesa A aumber of cxplanations
arc offered for this stngnwtion.la At is relevont for us herc i

that the process of dev.loment in on cconomy like ours bacon.cs
constrincd aftcr some tinm. by the inflition ry sressurces it zgenerates
Jhich rcduces the re:l living stand rds of the wonle., Given the
political limits on its bility to tax those sections of the
population rho benefit the most from this inflationary risc in pricces,
the zovermment rcduces its oun investmont cxpenditure in order

to control inflcotion, This rct rds the nroceus of grorsth itsclf

vi:z. the multinlicr effcet and the loss of stimulus to nrivate scctor

19

investment, The zovermmeni, horover, is ‘nzious to maintain

profit..bility of the ~rivatce scctor so as to stimul:tc invostnent
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and employment. To some extent this is done by conceding cuts in

ex®ige duties or other taxes (which in such a situation the private
sector clamours for)20 and providing subsidies of various kinds. The gove-
awmenb.may olgp try to delink private invegtment from the domestic

market by encouraging exports through the grant of generous export
subgidies or by promoting private ventures a.broad.21 Another major

area of subgidy which the government hasnow to allow for ié the
procurement and distribution.of foodgrains in order to restrain prices

of esmential goods spiralling, which threatens the very stability of

the systém.z1 In addition, the state may also directly enter into
certain industries/services geared to the requirements of the private
sector, At the same time since inflation cuts into its real resources

and makes it increasingly difficult to resort to large budgetary deficits,
there is a tendenoy on' the part of the government to undertake

commerciel end industrial ac*ivities which will augment its own

regource base.

We thus find a change in the pattern of expenditure of the
23 which gets
reflected not only in the overall rate of growth of employment in the

goverrment and also a slowing down of itg rate of growth

organized sector but also in its pattern {which we will study here

for the public sector alone). The diversion of resources tc non-
developmental purposes as also the cut-back in public investment results
in a definite showing down in the rate of growth of employment in the
organized éector where public and private investments are concentrated.
The deceleration ig less: sharp in the case of the public sector which
cannot allow the rate of growth of employment to fall too low, without
evoking large scale discontent. However a shift takes place in its
pattern of employment with 2 decline in the rate of growth of employment
in the bagic and capital goods industries. We now examine the pattern
of employment in the public sector and the changes that have occurred
therein.

Pattern of Emnployment

The pattern of employment in the public sector is examined at
two levels: (1) at the broad industry group level for the period
1961-1977 and (2) at a more disaggregated industry level for the years
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1963-197425 in an attempt to investigate more deeply the types of
tendencies emerging in the pattein'of public sector employment,
espécially in the context of the post;mid-sixties economie crisis,
Table III gives the pattern of employment by major industry groups,

the share of each group in total employment and the rate of growth in
employment in each group for the entire period and the two sub-pericds,

The bulk of empldyment in the public sedtor, almost 71 pereent,
ig 9till in the tértiary sector, of which the single largest component
1s "other services". It is estimated that in 1950-51, at the start
of the plans, this category of employees, the bulk of whom are .in
administration, numbered almost as mich as the industrial workforee
in the couhtry which of course was a reflection of weak industrial base

of the economy._z5

Tt was only with the second plan period and the
adoption of the 1956 Indugtrial Poiicy Resolution that the base was

laid for rapid industrial development along the capitalist padh with
active state support (described as the era of state capitalism).26 In
the public gector also there was a substantial increase in employment
under "mamifacturing" which grew 2% the rate of more than 12 percent

per anhum prior to the hidesixties., Of course, to some extent this high
rate of growth under manufaofuring reflects the very small dbase from
which it started. Before the second pimdoperiod the public sector
industry éonsisted of a few natibnalized enterprises, In any case, the
share of the tertiary sector delined in total employment. But within

it a sector which has expanded very rapidly, and especially sc in the
post-mid-sixties period, is trade and commeroe, From less than 100,000
employed in 1961, it now employs more than 600,000 persons. Its rate

of growth is high even after adjusting for bank nationalisation in

1969. Employmeht growth in the primary sector has been very high in the_
last few years, mainly on account of nationalizatiqn of coal mineg

which had g subsequent benefioial impact on employmeﬁt ginee large

numbers of casual workers were regularized.
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Table IV

Proportionate Share of Major Industry Groups in Total Additions
’ To Public Secior Employment

(in percent)

Major industry group 1961:5377 1961=1966 ___ 1966-1/77
1+ Plantation, forestry, agri-
culture etc, . 4.3 2.0 5.6
2+ Mining and quarrying 9.2 1.3 13.4 (9.0)
3« Manufacturing 12.6 12.9 © 1244
4. Elecfricity, gas etoc. 4.9 3.4 57
- 5+ Trade and commerce 7.6 2.6 10.2 (8.8)
6. Transport and communication 10.9 15.9 8.3
7. Other services ' 4444 5448 39.0
8. Construction 5.9 7.0 5e4

Total : 100.0 .100.0 100.0

 Source: Derived from Table III

Notes® 1) Total increase in employment as also for each industry
group was tabulated for each period and proportions estimated.

2) Figures in brackets are given after adjusting for
naticnalization, _
The industrial distribution of additional employment generated
between 1967 and 1977 (industry-wise organized sector employment data
are available upio the'yeai ending 31 March 1977) and the two subpperiods, 1961-
1966 and 1966-1977, is shown in Table IV, The table gives the proportionate
share of,each sector in the incremental public sector employment in

different periods.

From the table we see that other services accounted for 44 per
cent of the additional employment generated in the public sector during
the pefiod'under study. The othef major contributors to the increase
were manufacturing, transport and communicetion, mining, trade and
commerce. However, as bstween the two time periods, some interesting
shifts have taken pléce. During 1961-1966 more thcn half the total



increage in employment came from other services. The other groups
which shared significantly in the increase wer: marufacturing

{12.9 percent) and construction (7.0 percent). In the subsequent
period we find a sharp decline in the proportion of the increase
coming from transport and communication, construction and gervicesg

in particular, Manifacturing has just about maintained its. earlier
propoxrtion. On the other hand there is a substantial increase in
employment in trade and commeree. This is so even after adjusting for
nationalization, ' In fact, additions to the lattex in absolute

nuzbers between 1966 and 1977 is much higher than the additions to

transport and cormunication.during the same period.

Pattepg_of change

A further disaggregation of industries (at the three digit level)
is constrained to some extent. by the nature of the data available.
In nany cases the industrial categsries have not rem:kined constant. For
instance, under mamufacturing the item "others" which accounted for
only 43,000 persons in 1963 increzsed to almost 250,000 personsg by
1974 and the contents of this category have obviously been changing.
Again since 1974, a new industrial classification has been adopted which
makes comparison with the earlier period difficult.28We take up the
four major industry groups - marmfacturing, trade and cormerce,
transport and communication and services ~ for further disaggregation
(See Table V).

From the table we find the following types of changes occurring:
In manufacturing, the ghare of basic and capital goods indug tries,
guch as iron and gteel, heavy electricals, transport equipment and
fertilizers; In total employment generated in this sector has declined
from almost 60 percert in 1963 to about 45 percent in 1974. Certain
other industries like light and medium enginecering (including metal
products, electronics) and cotton textilses on account of nationalization,
have inoreased their share from about 11 percent to 16 percent during
this period. The takeover of sick private units such as in cotton
textiles, reflects the entry of the public sector into new areas as

a result cf the economic crisis,
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Certain other emerging tendencies which are difficult to capture
but which reflect to some extent the search for profitable areas of
investment on the part of the publiec sector in the face of eroding
real iesdurces, are thé changeé_which hayecocomrted thn theposdpliehiof of
output within the basic industries sector itself, Expansion of watoh
making in the Hindustan Machine Tools unit and of petrochemicals
_'within the chemicals group which provide raw materials for the
profitable synthetic fibre/fabric industry in the private sector are
illustrative of this trend. 23 (The latter is also an instanoce of the

publie sector venturing 1nto enterprises for maintaining profitability
in the private sector), Although heavy industries still account .for
the bulk of employment in the mamufacturing seotﬁr (iron and steel
employs the largest nuﬁber)'there has ocourred a definite slowing down

in sdditions to employment in thése industriess

In respect of trade and commerce, a sector which has grown
‘tﬁeméndously in terms of employment is banking which as we saw earlier
shgws.a high rzte of growth in the post-mid-sixties period, even after
adjusting for‘ﬁationaliiation. While the tremendous increase in the
government's own activities wéuld have been responsible for the increase
in banking activity and the extension of banking into rural and urban
areas 1inked to deposit growfh;-the growth of the private sector in
trading and commercdal act1v1ties, which is credit-lnten31ve, rugt have

also prOV1ded a stlmulus to the expan51on int banking.

Within transport. and communication, there is a near staghancy
in the numbers employed in the railways; transport by bus has grown
considerably in terms of employment. (to some extent on account of
nationalization) while air transport too has registered a small 1ncrease.
The share of posts and telegraphs has h&rdiy increased while that of
ltelephones is at a higher level., On the whole, as we saw earlier, the
contribution of transport and commmicatiorn, an important infrastructural
activity, to additional employment generationvdeclined in the latter
half of the gixties.



Ma jor Industry Groups - Disaggrcgatcd Sharcs

(in percent)

Soctor/Industry group 1963  T966 1967 T968 1970 I97I 1972 1973 19u§

Manufacturing 100,0 1I00,0 I00,0 1I00,0 100,0 I00,0 I00,0 I00,0 7100,
.} Basic and Capital goods 59,9 54,9 63.9 54.7 50.7 5I.4 444
Iron and Stcol 18,9 17.9 I7.7 17.3 16,6 16.6 16,2 16,0 15
Chomicel prcducts 13,8 9,8 8.4 8,6 6.3 6.5 6.6 6.6 6};
(of which fortilizcere) (3.0) _(2 9) (2.8) (2.8)(2.8) (2.6) (2.,4) (2.2) (L9
Elcoctricel Machincry 1.6 7.4 7.8 8,2 8.4 3, . 8.5) 4.2
(of which heavy lcct) (3.4) (3.2) (3.4) (3.4)(3.2) (3.,2) (3.1) (3.2) (3.0
. Transfor BEduipmont I19.7 19,7 20,0 20,6 I9.4 197 na na ILE
) Light and Kedium Engg. 1.5 I3.3 14,9 I4.5 I15.0 I4.8 I5,I 1I5.5 I6j
, Elzctrical Machincry 4.4 5.3 7.0 T.3 7.4 T1.6 7.2 7.8 8.0
, Mct2:1 Products 7.2 80 1.9 7.2 T.6 1.2 1.3 1.7 8%
2) Cotton Textiles 0.4 I.2 I,3 1,8 1I.8 I.9 4,0 5,6 aﬂ
1) Printing, Publishing cte, 8.1 7.7 1.7 7.4 T1.I T.I 6.6 6,0 ig
} Othors 8,4 10,6 12,5 I3,2 13.9 I1.93 24,3 24,9 25,
Trade and Commorce 100,0 100,0 100,0 100,0 100,0 I00,0 I00,0 100,0 quﬂ
13 Export and imvort ' I.,I 0.7 0.2 I.0 0.9 0.7 0,6 0.6 0,
b) Insurancc 32,7 31.8 29,8 28,6 24,0 21,3 23,6 2I,9 20,
¢) Bornking 57.2 -57.5 58,4 58,3 62,5 66,2 64,7 66,3 66
YI. lrensport & Communigetion I00,0 I0C.0 I0O,0 I0Q,0 I0C,0 I00,0 I00,0 I0Q,0 I00;
a) By railway 70.0 6,1 67.5 66,5 66 5 63,4 62,3 S
b) By bus 7.8 9.0 .9.2 9.5 95 II1,2 11,8 1%
c) P&T 12,4 73,1 13.3 I3,3 I3.4 13.8 I3.4 . I
d) Teclephone 1.7 1,9 2,0 2,1 2,1 2,4 na 3
'V, OTHER SERVICES 100,0 T00,0 100,0 I00,0 I00,I I00,0 I00,0 I00,0 I
) administrative 54,3 53,1 55,3 55.0 54.2 52,0 - 50,2 49.5 4%
o) Bducation (tcchnical) 2.7 2.9 3,0 3,0 3,0 3,0 3,0 2.9 Y
Education (non-tcohnical) 2I,5 22,3 22,3 23,2 23,7 25,6 27.0 27.5 28
1) Fedical and Health 9,0 8.6 5,6 €4 9.4 9.6 9.8 12,0

sourc:/  Samc as Tablc III

{fotca, Data for trensport cguipment not given
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_ Other services was the largest contributor to the increase in
employment during this period in absplute numbers. "Administration" accounted
Roovithejdindor. paxjbwarthidl the increase in the earlier peried, 1961~
1966, but innlater years non-technical education appears to have
eppropriated a large share of the increase in employment in this sector.
Though it is difficult- to explain the large increase in the numbers
employed in nop-technical education, it would have been nseful to have

a further disaggregation of the latter to see at what levels of education
enployment has inoreased the most. The decline in the share of admini-
‘stration appears in part to 5e a conseious policy of the central, state

and local governments to restrict recruitment in government gervioces,
especialiy in the lower echelons, as part of their economy measures in

the face of the acute inflation in the year. 1965=66. This policy continued
in later yeare.31 It reflects a process of adjustment by the Government

to fhe post-nid-gixties 1nf1ationary crisis. This resulted not only in a
restriction of the overall rate of growth of employment in administrative
services but by curtailing additional employment in the lower classes, it
also strengthened the tendency, already noved by the Third Central Pay
Comm1331on, of a mmch hlgher rate of 1ncrease in employment in Class I

end Class II posts in the oentral government as ocompared to the lower
categories, 2between 1957 and 1971. Though it is possible that to some
extent this increase is on account of a reclassification of posts_(npgrading
in particular) 1t is also a normal tendency. As activities of the
Government increase, organizationg initialiy téke up additional functions
at the lower levels only. Such aceretions slowly add to workload at higher
levels and at a certain stage the organization needs bifurecation. In

this process of division, only positions at higher levels multiply and
thosge e.t lower levels remain con:s1'bea.nt.3'3 This tendency however was
accentuated by the deliberate policy followed by the government in respect
of recruitment sinoce the mid-sixties.

In addition, within the sexvice sector other types of activities
gaining importance, though still small and nqt brought out by the EMI,

are the growth of contrécts/construqtion_services,-industrial development
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and technical consultancy services.54 Sugh-h services can be
rendered profitably on lines similar to the private sector, within the
public sector or in the state's ventures abroad. These non=manufaoturing
~activities into which the government has entered in recent years also

reflect its growing need to expand resources,

Summing up the above analysis of the pattern of employment at
two levels of disaggregation we find that ih the earlier years; nainly
upto the third plan period, a substantial part of the inecrease in
employment in the public sector was coﬁfributed by heavy caplital goods
industries and infrastructural activities, besides the growth in admini-
stration, In the subsequent period, however, the rate of growth of
employment in the public sector declined and most of the inorease in
employment took place in certain activities and services which, though
 diffioult to quantify precisely, reflect the changing role played by
the public sector in the wake of thie economilc crisis in the éountrys
Phese growing areas of go#ernment activity are to gome extent non-penufacturing
in nature such as banking, 40nsultancy/construction/contract services
and to gome extent manufacturing which either cater to the needs of the

private sector or enable the state to augment its own resource base.
Conclugion

This analysis of trends in public sector employmgnt shows that its-
rate of growth in the post~independence périod has beéﬁ relatively high in
particular when compared to the ﬁrivate orgenized sector, And in a period
of stagnant employment growth in the private sector in the postemid-sixties
period, the relatively better performance of the pubiic sector would have
provided a cushion against a further deterloration in the employment
situation, However, in so far as the public'éectqr (or for that matter
the organized sector itself) still forms a very small proportion of botal
erployment in the eéonomy (even of total non=-agricultural employment)
its overall impact could have only been marginal. Moreover, the rate of
growth of employment in this sector too hds deeelerated ginee the mid-
sixties. In addition, changes-in its pattern of employment concomitant
with a cutback in public investment and inéresse in.non-developmental
expenditures, do not pértend well for the future sinee this would render

it difficult for the government to sustain high rates of employment growth.
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Its employmenc generating acvivity has been incidental to its
consumption and investment activities.

See A Mukheric:, “TndZan Capitalist Class and Congress on National
Planning and Public Sector"; Economic and Political Weekly, 2 September,
1978.

P Patnaik, "Industrial Development in India®, Social Scientist, June
1979. See also G. K.Shirokov, Industrlallsatlon of India, Moscow,
Progress Publishers.

.Patnalk, ibid.
See Anand P Gupta, "How Fiscal Policy Can Help Employment Generation®,
Economic and Political Weekly, 24 April 1976. Recently, in 1979, a
Commnittee was appointed under the chairmanship of V.M,Dandekar to
suggest. appropriate changes in central tax laws so as to promote

adoption of labour intensive methods of production in all gpheres of
econonic activity. It submitted its report in February 1980.

Employment Review, New Delhi, Director-General of Employment ‘and
Training, Ministry of Labour.

Foployment in the Public Seotor 1959, New Delhi, National Employment
Bexvice, Ministry of Labour. Returns from only 85.9 percent of the

establishments in the public c:.ctor were received which were then blown
4p for an estimate cof to*al employment in the sector for the year

ending 31 December 1958.
It has not been prsszihle, mainiv due to lack of information, to acocourt

‘for all cases of nationalization.. The earlier instances not accounted

for are of the airlines, the Reserve Bank of India and the Imperial
Bank-of India. In later years nationalisation of bus transport and
electricity generacion as also of Sick units in certain industries such
as Jute and engineering, have no% been considered.

a8
Employment Lo, lou, ciaclie

Census of India 1971. Series I, Establishment Tables, Part III-B (1)
It is not clear why the cu®l off point for small wnits is 24 persons
in the EMI when mos?’ other gources of data on employment, ineluding
the Census, use 20 emplorees as the upper limit for small registered units.

Since the establisnments data relate to 1971, the proportion of workers
in small units in Greater Bombay and Calcutta to total private organised
seotor employment is estimated for 1971-72.

For instance if we consider employmenf in gmall units in the factory

- sector for which vie have data for a number of years we find that it was

13.
14.

15.

167,000 in 1961 and rose to.just about 225,000 in 1969, which shows
a very sluggish webe of growth (see Statistice of Factories, Laboux
Bureau, Department of Labour and Employment). . It suggests that the
growth rate of employment in small units has been slow @ revealed by
EMI data.

Charles Bettleheim, Indiz Independént, New York, Monthly Review Press, 1968

S.L.Shetty, "Structural .Retrogression in the Indian Economy sinee the
Mid=-Sirtieg", Economié: and Political Weekly, Armual Number, Pebruary, 1973

See in this context WK Hazari and A.N, Oza, "The Public Sector in Irdia®,
in M Kidron and BL” Rcbinson (ed) Economic Development in South Agia.
For ingtance. the avthors point out that the share of the public sectox
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in total capital stock of mining, manufacturing and transport reached

53 percent in 1960-61 and rose to 58 pewrecent in 1965=66. In sharp
contrast with this major share in capital stock, direct income generatlon
by the public sector has been very low,

16. P Patnaik and S.K.Rao, "Towards an Explanation ofC Crisis in a Mixed
Under-=developed Econony", Economic and Political Weekly, Annual Number,
February 1977.

17. Shetty’ Opocit.
18, Ibid.
19+ Patnaik and Rao, op.cit.

20, In a situation of crisis the private sector exerts a powerful indirect
Pressure over the government which, in its anxiety to resolve the crisis,
allows the former greater concessions. See M Kaleck, "Politidéal Aspects
of Full Employment", in E K Hunt and J G Schwartz (ed) A Critique of
Economic Theory, Penguin, 1972.

21. Food Subsidy from the national exchequer amounted to Rs.1170 millicns
in 1972-73 and 1t aggregated almost Rs.5540 millions in 1976~77. See Shetty
op.cit.

22. Conservative estimates show that export subsidies rose from about Rs.853
millions in 1970-71 to Rs.4520 millions in 1976=77. See Shetty, op.cit.

23, P.,Patnaik, op.cit

24. Employment data by three-digit industrial classification are available only
from 1963 and because of the non=comparability of data from 1974-T75 with the
adoption of National Industrial Classification our study relates to the
period 1963=-1974. At the major two=digit industry group level too the data
from 1974-75 cnwards are not strictly comparable,

25. Bettleheim, op.cit.

26. See for instance, Bettleheim, op.cit, P Patnaik, op.cit, Shirokov, op.cit.

27, Employment Review, 1972-73.

28, See P Patnaik, op.cit,

29, This is one of the few industries which did well in the post-mid-gixties period,

30, Employment trends in the private organized sector show that though the
rate of growth of employment declined very sharply in the post-mid-sixties
pericd, the rate of growth of employment in trade andcocommerce shows no such
deceleration. See Shetty, op.cit,

31. See Employment Review, 1967-68 which reports that the reduced employment
growth in the public sector during 1966-67 was due to, among other factors,
a) contimued restriction on recruitment, especially in lower echelons (in
central government, for example, there is already a ban on class ¥ posts)9
b) rigorous enforcement of economy measures (meny state governments actually
abolished a number of posts in several departments); ¢) curtailment of staff
in community development departments,

32. Repoxrt.of the Third Central Pay Commission, 1973, New Delhi, Ministry of
Finance.

3%, See Report of the Study Team on Personal Adninistration, Administrative
Reforms Comnission, August 1967,

34. See Annual Reports of Central Government Undertakings.
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PART 1II

An-attempt is made in this part to study the changes in per
capita real earnings in the public sector as a whole and also their
movement for (i) different constituents of it and (ii) different

categories of employees,

Data Base

Data on earnings are difficult tb obtain, It has been pointed
out by P Venkataramaiahl that in looking at changes in real earnings
of enployees what one ideally needs is time series daté on wages of
each type of worker having the same type of skill. This information
should be av:ilable for the different sectors, public and privafe, and
within each sector for the different industrial groups., Such data

are however not available.2

Time series on monthly pér capita real earnings of factory
#orkers have been constiructed by the Labour Bureau3 for those earning
(i) below Rs, 200 per month from 1939 to 1951 and then again from 1951
to 1964 and (ii) more then Rs, 200 but less than Rs,400 per month from
1961 onvs:rds, the assumption being that all those in a particular

‘pay range have similar skills,4 These data are based oﬁ the Annual
Returns of the Payment of Wages (PO¥) Act 1936.5

St:tistics of per capita daily eirnings of employees in all

ma jor industrial groups are also collected under the Collection of
Statistics (CO3) Act 1953 as part of the Annual Survey of Indus‘ries
(481) and published by the Labour Bureau, They refer to the la:ger
units or the Census sector.® These data, though collected sep:rately
for (i° vorkers and (ii° supervisory/managerial staff, are published
as an avera.ge for all employees, They cover, therefore, not only all
workers irrespective of pay range but also non-vorkers, Venkatzramaich
has built an index of per capita real e-rnings of factory employees
based on ASI data but not strictly comparable with the COS data on

. 4
earnings,
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The Mz jor Limitations

A major limitation vith these data on cirnings, hardly touched
upon by the users of these data, is that they are beset with conceptuzl
problems which impair comparability and reliability, This arises from
four main sources: (i) definiticn of earnings; (ii) coverage of
employees, (iii) changing skill composition of wvorkers whose earnings
are being studied and (iv) choice of a price deflator for estimating

real per capita earnings,

The definition of "earnings' varies widely from one source to
another, mainly because ¢P the difference in treatment of allowanoces
and other benefits (both in money and in kind), Some times e rnings
may refer only to basic wages/salaries; in most cases, however, some or
‘all other allowances, including annual bonus and retirement benefits,‘
are included, The POW. Act collects data on wages which relate to
(2) vasic wages, (b) cash allowances such as dearness, compensatory,
house rent, production/efficienoy bonus, It #xcludes the value of
certain benefiis in kind suoh‘as house accommodation, supply of light,
water and so on, Traveiling allowance or v51ue of any travel concession
is also exclud:d, On the other hand, the COS Act defines earnings as
all" those items included under the PO« Act but eﬁcluding‘anhual or
profif sharing bonus, Howsever, imputed value of certain indivisuel
benefits in kind such as transport, accommodation, light, water and
others are included. Both refer to gross eﬁrnings, that is, batfare
deductions for fines;, damages, taxes, contribﬁtion 1o provident fund
and Employees State Insurance, It may be seen that Besidés the above
differences between these two sets of data there are certain other items
of labour cost which both do not cover, For example, employer's
contribution to the provident fund, gratuity payable on discharge and
imputed value of certuin gréup bénefits in kind such as schools,
oreches, hespitals, canteens are not included, Table 1 (vased on data
cblleoted by the C0S) zives the break+up of total labour cost into its

various components.
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Table 1

Percentage Distribution of Total Labour Cost Into
Its Various Componsnts

Salaries/ Profit sh- Benefite (1, age Other social

-

Year waiges,2ll- <ring bomms in kind Ybenefits sccurity ch rges Total
owances
(0 72 (3) @G
1963 84.9 6.3 2.4 4.9 1.5 100,0
1964 85.8 5.0 2.3 5.4 I.5 100,0
1967 84,4 5.3 3.1 5.5 " 1.7 100, ¢
1968 84,2 5.1 3.1 5.8 I8 100, D
1969 - &,2 5.3 3,0 5.8 I.7 100, 0
1970 83.4 5.2 3.4 - 6,0 2.0 100, 0
1971 82,4 6.1 3.5 6.1 1.9 100,0
1973 81,0 6.7 3.7 6.7 1.9 100,0
1974 80,8 6.7 3.8 6.8 1.9 100,0

Source: Indian Labour Year Book, various issues

Notess 1) These data a.e based on labour statistics under COS Act,
2) de have taken all years for which data are available
3) Ceol, 3 includes both individual and group benefits,

While column (1) is covered in both PO# and COS, the former excludes

individual benefits (which wouiu accouni for zbout 1 per cent of all
benefits in kihd) and the latter bonus (6~7 porcent), Both exclude
approximately 9-10 percent of labour costs under columns (4),(5) =nd
part of (3). The inclusion/exclusion of certain allowances/benefits
would thus affect the aver-ge earnings per employee, depending on the
source used, Also, the ratio of such allowances/benefits has risen from
about 15 percent in 1963-to 20 percent in 1964 so that the rate of growth
of earnings in the inclusive series would-be higher than if we consider
only pay and dearness allowance, #ithin the narrower definition of
earnings as opposed to total labour coste, the PO#4 data are perhaps more

inclusive,
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However, the POJ Act covers only ecrnings upto Rs, 400, This
tends to give the data a downw:rd bias, since workers whose earnings

rise above Rs,400 per month would drop out of the index, On the other
hand, COS data, which cover all workers and non-vorkers, are more
inclusive in the coverage of employess, And this gives it a2 pronounced
upward bias since it obviously includes a higher »roportion bf better
paid jobs, Hence the two sets of data are not comparable, However,
these data have been used to show the least and the most favourable
indices of per.capita real sarnings of factory employees and to study:

9

their movement over time,

Rélated to the above is the problem of changing skill/oategory
composition of employees over time which would affect average earningslo
unless one studied earnings for a gingle skill/category. Phe introduotion
of new techmology and skill intensive industries in India since independence
znd the fact (as we mentioned in part one) ihat class I and II posts
in Central Government service have risen faster than the lower categories
would raise average earnings over time without affeoting. the

average for the loweor categories,

Finally we have She problem of an appropriate deflator for
estimating indices of per capita real earnings, Most often the Working
Class Consumer Price Inmdex (CPI} (base 1960=100) is used to deflate
the indices of money earnings per worker, While this may be acceptable
in the case of P04 data on earnings, which cover workers earnings upto
a maximun of Rs,400 per month, it is questidnable in the case of CO0S
earninge data, which include the technical/managerial staff also, This
is so since the CPIL assigns a very high weightagé'to food and hénce does
not reflect the pattern of consumption in the higher salary. groups,
(The same problem arises when we study the movement in real earnings
of Central Govermment employees by classes). And since the rate of
growth in this price index has been faster than any other, this would.

unduly depressg real earnings as estimated by the COS3. For these groups
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the CPI f r urban non-manual employees is more relevant; however for
the higher income groups the wroblem of an aporopriate deflator still

. il
remains,

The data on earnings in the public sector are evan ' more scanty,
No such information on per capita real earnings is aviilable for the
public sector 4as a vhole or even for constituents within it such ag
(a) administration, (b) departmental enterprises and (¢c) non-departmental
undertakings, Some data are available regarding Central Govermnment
employees (railway employees, in particular) and mining workers, rho
can now be regarded as public secter employees.12 #hile the earningm
of Central Government employees are defined very narrowly as b.sic
pay plus dearness allowance {on <hich we shall comment later) that uf
railway and mining workers are defined more comprehensively correspdnding

more or less to PO4 annual returns,

We have attempied in this paper to construct a series of average
per capita real earniﬁgs for the public sector as a whole and within 1t
for broad categories such as civil servants (administration and depart-
mental enterprises) and employces of non-departmental public enterprises
who are not conegidered as civil servanfs,13 Data on earnings for the
public sector as a vhole are oulled from the National Accounts Statistcs
(NAS) ‘hich give estimates for compecnsation to employees for the public scctor
saparntcly. “Theso statistics define carnings in perhaps the most
inclusive from sincc all costs on labour appear to have been included,
Por the séries ¢.- earnings of civil servanis we take the total wage and
salary bill of the Central]l Government Employees as given in the Census
of Central Govermment Employees, Since it réfers to wages and salarics
of only regularl4 employecs, we have divided the wage bill by "regular”
employees for the years available to obtain the average carnings per
employee, These data are not as comprehensive as the NAS since certain
benefits such as old age/retirement benefits in kind are not included.l5
However our series on earnings of Central Government employees is more
inciusive than the'earnings data copiled by the Third Pay Commission,

In respect of the non-departmental enterprises, to approximate which

we take the industrial and commercial undertakings of the Centiral
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government (covered by the Bureau of Publioc interprises), earnings
are defined as inclusive of all labour costs, All these three
indices of earnings - public sector as 2 whole, civil servants and
employecs of public enterprises - do not refer to any particular

pay or skill range, Like the COS data, they are an average of
earnings of all categories of employees, However, as can be secn
from the above, except for earnings of civil servants, other indices

are not at all comparable rith the POW or COS data,

Overall_ Tronds

“We use the NAS data to study trends in wage and salary incomes
in ‘thé public sector (seec Table ITI) and then juxtapose them with
employment figures to obtain a series on average earnings per employec:
for this sector as a whole, At the outset it may be noted that the
incomes data are not comparable with the employment data as collected
by the Epployment Market Information (EMI), While EMI excludes employment
of the Defencé personnel, NAS includes the wage and salary bill of
Defence forces, which +ould be a substantial amount given the current
strength of the amed forces at around a million persons, We have
tried to adjust for this factor by deducting from the total compensation
to employees in the public sector, the wage and salary bill of the '
Defence forces as available from a2 study of the Indian Defence Budget.lé
The adjusted figures, that is, excluding Defence, are alsc givén in .the
Table., The category of "casual labour", is excluded from our figures
on employment but in all probability it is induded in the incomes date,
It is not possible to adjust for this,

Total non-agricultural wage and s2lry incomes (compensation
to employeces) form about 29 percent of thc net domestic product (NDP)17
in the economy (approximately:corrosponding t0 the share of non-
agriculiural employment in the economy), For the public sector alone,
wages and salaries accounted for about 8 percent of NDP (excluding
Defence) in 1960-61 which rose to 13 percent in 1976-77 {s¢ Table Il).

As a proportion of non-agricultural NDP (which is morc relevant)
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Table I

Shere of Public Sector (Compensaibion To Hmployecs) Depart-
ment-Wise In Total And Non-Agricultural IDP (Pactor Cost)
- At Current Prices :

1960- 1965- 1970- 1971~ 1972—- 197.- 1974= 1975- 1976~
61 66 7T 72 T3 415 16 11

I TOTAL PUBLIC SECTOR

1 Compengation to emplo- 8.8
yees at present of NDP *

1 (a) Excluding Defence 8,0 9,2 10.3 I0.9 II.2 710.7 II.8 1I3.2 I3.I

2 Compensation tJ emplo-
-¥yoes as percent of
non-agricultural NDP 18,3 20,7 23.4 23,8 24.1 25,0 25,0 26,0 25,0

2 {(a) Excluding Defence 16,8 18.0 20,7 2I,2 2I,7 22.3 22,9 23,7 22.8

2

10.6 II.7 I2.2 X2.4 IL.5 I3.0 TI4.6 T4.5

II DEPARTHENT VISE

1 Administrative Dept. 10,0 Io.?» 11,2 II.6 1I.6 II;E I0,¢ (I, I 7I0,8
(excludlng defenc:)

2 Depdrtmen‘tal enter- 5.3 5.3 590 4#9 4-8 4:8 560 .
prises 5l 5.3 - 5,0 5.0 4.9 4,8 4,3 .5,0 4,8
} Non-departmental | .
enterprises .. 1.5 2.5 4.5 4.1 5,2 6,4.; 7f2 7,6 7.3

8 ource, National Accounts Statistics, Central Stotistical Organisation,

1975 and 1979,

Note, ~ 1, Compensation 1o employees, department-wise, arc as a proportiop
to non-agricultural NDP,
2. Mgures for wages and salaries of Defence forces huvc been taken
from "Indian Defence Budget", Institute for Defence Studies and
Analyses Journal,

compensation to public sector employees {excluding defence) was about 17
poreent at the stort of the period and it inoreased to almost 23 percent at the
end, Among the different constituents of the public scctor' while the - |
proportion of wages and salarics to non-agricultural NDFP has V1rtually
utagnated in departmental untorprlses and admlnlstratlve departmunts, 1t has
rigen rapidly in non-departmental enterprises, This is brought out even more
sharﬁly if we look at the percentage distribution of the share of cach

department in total compensation to employees in the public scotor.
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Employment in the public .sectop, as we saw earliér;'formed
about 15 percent. of non=-agricultural employment in 1960~6l<§nd
increcased to almost 19 percent by:1960+6£)andaincreased-to-almoét
19 percent by 1977-78. Juxtaposing the (adjusted) incomes angd
employment data,l9 it appears that the public sector accounts for a
much larger proportion of non-agricultural wage and salary incomes
than non-agricultura}l employment, And this difference incresnsed by
the ond of the period, .Th{s;implies that average carnings would be
higher in the publiic sector than in the rest of the non-ggriouliural
economy, and that the growth of average carnings would also have. been

fapter in the former,

In Table ITI we give &n index of average carnings per cemployee
for the public sector as a whole, derived from thec incomes and
employment data from 1960-61 to 1976-77, Two other indices constructed
_ from other sources Juoted earlier arc also given, onc relating to oivix:
servants and the other to employecs in'public*ehterprises. ‘Since both
the POA and COS data are not cdmpafabie with our serieg on average per
employee carnings in the 5ub1io sector we use Venkataramaiah's index
of earnings Por the organized fuCtO”y sector as a benchmark for comparison
ulth the prlvate sector,_ It also deflnes carnﬂnvs as inclusive of all

labour costs and covers all categories of cemployces,

Indices of real earnlngs per employee are derived by deflating
the 1ndex of money earnings by the Working Class CPI, though, as pointed
out earllor therc are problems in using this index, korceover, since
~all ‘indices of money earnlngs aru b01ng deflated by the same CPI one
.;could as Joll disouss trends in money eafnings, :However; while thls
may be acceptablc for comparing the different seriés of average earnings
per employee, it would be more pertinent to looki into real earnings to
assess how cach catégbry'— civil sérvaﬁté,.the ontorpriée cmployees and

"others — has farcd over time,



Table III

Index of Per Capita Money 4nd Real Earnings (1960-61 = 100)

Total public Secior Public Enterprisec Central GovtIndex Index of

Index of "Index of Index = Index of Index of
monoy real of money real monay of real ca-
" : . : s o real rnings of
earnings carnings earnNings e.arnln@:s CATNILNES carn— factory
. ings Jorkers
1y €) (3) (@)

196162 105.4 101.4 106,3 10I,9 103.4 99,4 100
I1962-63 107.0 I00,0 I07.5 I0C,5 06,5 99.5 I0I
1963-64 I12.2 102,0 119.7 108.8 I16.7 I03.I I06
1964~65 I21.3 97.0 I33.8 I07.0 130,5 102, 6 103
1965-66 I33,1 97.1 137.6 104,4 I4I,T Ico.4  I03
I1966-67 146.5 97,0 157.3 102.2 160,2 100.3 102
1967-68  166.8 97.0 179.8 100.6 I73.3 100.7 101
1968~69 179.6 103,2 192.7 I110.8 184.0 105.7 106
I1969-70 200.5 1I13.3 2I3,9 120.8 199,4 I07.0 = T7TIz2
I970-71 2I7.7 IT7.1 247.,3 133.0 200,5 106.8 99
I97I-72  233.4 I121.5 267.7 - 139,1 - - 2
I972-73 24,2 I19.0 262, 126, 8 - - na
1973~74 283, 6 TI3.4 270,.6 IIS.T - - 112
1974~175 335.4 112,71 338,3 I14.4 - - 101
1975-76  363.7 116,2 406,2 129,8 - - 103
1976-717 360,4 - 1I9,2 400,0 I32,9 - : -

Sources Cols (1) Total compensation to employees {excluding Defecnce) from
' National Accounts Statistics aid employment flguros from
SBuployment Review, various issucs.

(2) Upto I964-65, Handbook of Information on Public Enterprises,
National FEmployment Services, 1970. For the later years,
Annual Report on the Working of Industrial and Commercial
Undertakings of the Contral Govornment, Ministry of Finance,
Burcau of Public Bnterpriscs,

(3) Wage and salary bill of regular Centrcsl Government omployess,
excluding armed forces, as available from the report oi the
Third Central Pay Commission, These data werc given upto
1970-71, -

(4) Reproduccd from P Vcnkataramalah "Is Organised Labour
Eploiting or Exploitcd? Artha Vlgnana, June 1978,
Average wages were calculated from ASI reports and ..re
deflated with I960 CPI working class,
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From the table wo see that - Ifter a marginal inerease initizlly,
real earnings of public sector employees fell upto I967-68 with a very.
sharp increcase in consumcr price index in theo mid-sixties, Since then,
there has been 2 substantial incrcase upto 1972-73, followed by a
decline again in the inflationary ycars, 1973 and 1974, It is intere-
sting to seco a fall (for the first %time¢) in the index of money carnings
in the last year 1976~77 though the index of recal carnings for that
year showa an increasé. This is not surprising since it was the year in

which labour's demands for higher wages and bonus were severcly ourfed.zo

The average real carnings per employec« in public cnterpriscs
follow almost the same pattern, Howcwver, the rate of growth of carnings
is much higher for such employeces, Upto 1967-68 their indcx of roal
earninge hardly improved, Then there was 2 substantial increase to 139
in 1971-72, af.cr which it again fell and revived by 1975=76, 1In
1976=~77 the index (1960-61 = 100) stood at almost 133, while for the
public mector as a Jhole it was only 119, though there was a decline in.
the index of money earnings in that year for cmployces in public

enterpriscs also,

In the case of the Central Govermment omployees (or civil servantis)
we have obtainecd data upto 1970~71 during which period the gmin has becn
very marginal.21 The indcx of real earnings stood at 107; for the same
year the index was 117 and 133 for the public scctor és a whole and
cmployces in public onfcrprises respectively, But it must bo remembercd
that to some extent this is on account of the fact that carnings arc
dcfined more libecrally in respoct of the pﬁblic sector as & vhole and
public enterprises,

Regarding the private organized scctor employecs, it is interesting
to note that in the initial years, thot is, upto 1968-69, thc growth in
averago carnings per omployec was highor than the public sector. Since
thon, their earnings have lagged behind; between 1961 and 1975, the
avoragoe per employec real carnings showeﬁ hardly any'increasc; The index
of real carnings per cmployec had increased by about 16 perccent for the

public sector cmployces during this period, However, within the public
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sector itsclf there is a differential movoment in real carnings
~as between the civil scrvantg and omployocs in public eaterpriscs, the
latter having considerably improved 4icvir position, But all constituents

tithin the public soctor suffercd & decline in monecy carnings in 1976-77.

These data do bring out the types of disparitics existing in
per capita carnings within the public scotor, highlizhted by the Pay
Commission reports aﬁd various associations of omployces. Tho anomaly
most oftcen cited is that betwernn the pay structurce of civil servants and
¢mploycecs of public sector cnierpriscs, Of coursce onc must be cautious
in drewing conclusions rcgarding intra-public sector carnings differcntial
since (i) the pr0portioﬂ of higher paid jobs is much greater in the public
_ cnterpriscs than in the Central Government22 and (ii) thc effcet of
changing skill composition on avVCerage carnings is morc pronocunced in the
casc of public contorpriscs with the introduction of ncw tochnoleogy and

2kill intcnsive sinece planning startod,

At the samc time, various Pay Commission reports and rocontly the
Bhootalingam Committec, have pointed out the existence of wage
differentials for similar skills (for cxample, persons and clerks) beticen
the difforent constituonts of the public scetor in reospect of beth
basic pay and allgwanccs, These aﬁomalics arc c¢s+ecially pronounced as
botweon employcus of edministrative desnrtments and deparimental under-
takinga on the onc hand and quasi-governmont org:nizations (which rclato
to non-departmental onterprises) on the other, Thosc undertakings,
organizod as companiés, arc largely frec from governmcntal control in tihcir
day-to-day running and arc allowcd coansiderable freccdom to manage thzir

porsonncl and financial mattcrs,23

Howcver, this grceator autonomy and
flexibility may, to some oxtent, hove crcated thoe intra-~skill differcrtiale
mentioncd above, The seales of pay on the wholc are Ligher for the guusi-

24

government organizations,

In this paper we do not intond to o into thc czuscs of intor-
scctoral and intra-scctoral wage differcntials &hioh have been discusasd
a2t lcngth clscwhore.2?  We would only like to caution against the usc of
of such data on rclative carnings for making generalizations of the sort oft..
nzde, that the cxistence of disparitics in relative carnings arc a

refloction of cxploitation by onc scction of the rorking class (the
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highcr paid onc) of the other (tic lower paid ono).26 Differcntials,
over and above skill diffcrentials, cxist and persist as part of a
proccess of unoven development which is a feature of thclcﬂpitalist'
cconomy and gct even morec acccntuatced in a dovcloping cconoﬁy.

27

charactoriscd by the cocxistence of an organized and unorganizcd sector,

_ Now wc deal in bricf with thc available data on recal carnings of
differont categorios of publig scctor omployous, Timc serics date
.on por‘dapita'oarninga of varioﬁs.od%cgoriaé'of class I, II, III and v
 employcce arc availablc only for the Contral Govermment from 1960-61 to
1971-72 (Scc Table IV); These data show a olear deterioration in
per capita rcal carnings of sil 6atogorics oxccpt peons for whom the
indox rosc marginally to 105 in 1971-72,  Ac would like to qualify thesc

data, which have alrcady bocn made use of by others,28 on threc counts,

(1) Thc carnings here refer oniy'fo basic pay plue dearncss
allowance and no other cash allowance ‘'or bonefits arc included, This
implics that it is oven:less inclusivo than the PO4 or COS data, and
docs not cover cven 82 percont (in 1971) of the total lebour costs (scc
Tablo I), Beforc onc can cstablish-ébnclusivcly'that there has occurrcd
a rclativecly groater fall in avurdgc real carnings of the higher class
cmployscs, it is nececssary to ascc 1f this pattern of rcal incomes
behaviour for different classcs alters significantly with the inclusion
of other allowan-cr, A vocont gstudy 29 brings out thc fact that addirg
a fow other allowances such as housc rent and city compcnsatory, which
cach clags of Central Govornmcht vmployec is cligible for, the proportional
inercase in totael cmolumcnts of class IV, staff has beon groater than
class I omploycus between 1957 and 1972, This implics that the pattern
rcmains substantially'tho gsamc cvon with the inclusion of somc other
allowances., Howcver, the study also points out that though this has
helped to narrow down intcr—claés differcentials in carnings to soma
extont, therc is still cnormous concentration of both moncy and rcal

incomcs in the upper sirata of cmployces,
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Tadble IV

68845

Progress in Real Emolumcnts

1972

I960 1963 T964 1I965 I966 1967 1968 1962 I970 I97I
oo™ 80 85 90,50 I03 III 123 I35 T4 1I56 I5€ 170
(100) (97) (91) (94) (92) (89) (95) (101) (106)(103) (10
wcr Division Clerk 171 181 193 216 229 249 265 278 298 298 314
(loo) (96) (90) (92) (89) (85) (83) (91) (95) (92) (91)
mor Division Clerk 220 230 242 265 276 298 3I4 322 3I7 347 363
(100) (94) (88) (90) (85) (78) (79) (81) (82) (80) (78)
mss IT 650 650 650 740 755 770 770 719 ¥I5 8I5 &30
(100) (91) (80) (83) (71) (67) (67) (68 (68) (66) (63)
ags I (4) I250 1I250 1I250 1I250 1I350 1I350 I350 1350 I395 1395 1410
(100) (91 ) (80) (73) (72) (1) (61) (62) (61) (59) (56)
#ss I (B) 2250 2250 2250 2500 2500 2500 2500 2500 2500 2500 2500
(1oo) (91) (80) (B8r) (74) (65) (63) (64) (60) (59) (55)
sass T (C) 3000 3000 3000 3000 3000 3500 3500 3500 3500 3500 3500
(100) (91) (80) (73) (77) (68) (66) (67) (63) (61} (58)
mrcc: Report of the Third Central Pay Commission, 1973
mos + Salary includes basic pay and DA only ( for the ycars 1970 and onwards it

includes intorim relicf also),

Figurces w#within brackets given the index,

(2) Although thc ratc of c¢.nnge in rcal c.rnings of class IV cmployocs

may be higher than for othor catogorics of

the forme
¢ diffeorentials botwrcn the lowe

paid staff is still very high,

_ n rog
original amount[;%nco 33

ect of

employces,

The samc study points

e nust ask what mas
st and thc highcat
out that giv.n tho

high dcgree of concentration of a larg: number of .mwloyces working undor

the lowest pay ranges such as Rs,I00 or ﬁclow Rs,I50 pcr month tiuro

cxizst

high dcgroes of incqualitice in the distribution of income among the

different categorics of omploycos,

30

(3) The usc of the Working Class CPI which hzs beun used to d:flate

moncy carnings for cach class of ocmyploveoes is gquostionable in casce of thw
y ;

higher paid staff.3I

the
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On the whokﬁ!ﬁ&iﬁﬂdd that class/catogory—wiso data on cornings
in the public scetor arc very unsctisfactory, This is a serious
lacuna, Howcver, from thc available cvidcence which sugaests a faster
ratc of growth in the higher catcgorics of ocmployecwes, the increasc in
average roal carnings pcor cmployec in the public scctor undoubtcdly

reflcet, to goma cxtent, thc higher carnings of such cmploycces,

Conclusion

From the above analysis it appcars that real carnings per
employoo-iave incrc=.scd in the public scctor during the peried under
study although thesc tend to be substantially crodcd under the pressurce
of'inflation.32 In rcceont ycars cmployccs have also cxpcfienccd a down-
ward pressurc on moncy carnings, ~Within the public scctory; cmployccs
in public éntorprisos on thc wholc appcar to be in a bettcer position
comparcd to other cmployccs., Howcwver it is significant to notc that tﬁis
has not lod to.any incrcasc in the sharc of cmployces in valuc added
(NDP) in the public scctor as a wholc or cven of cmployccs in the non=
departmental undertakings, Nhilo the sharc of componsation to cmployc s
in total incomc gencratod in tﬁc public scecto:r- hés remained stablo, ar€und
80-82 perucni upiu 2374~-7D, it Las shown & sharp decline to 75 percent
in 1976=77, In thc casc of non-dcpartmental undertekings, thce sharc of
labour fluctuated veitwecn 55 and €0 porcecent upto the carly sévontics,
followed by a declinc o 52,8 porcent in 1976-77,33

1, P Venkataramaiah, "Is Organiscd Labour Exploiting or Exploitcd?"
Artha Vijnana, Junc 1978

2. To somc cxtent the CQecupational wWage Survey, Labour Burcau, Ministry
of Labour, did collcct thesce types of data for the organizcd factory
scetor, This survey, hovever, 8 conducted for itwo ycars only,
1958-59 and 1963-64, A third onc vas conductcd in four phascs
during 1974-1977 of =which only somc rcports may now be available,

3, Indian Labour Stutistics, Labour Burcou, Ministry of Labour,
Government of India (an annu.1 publication), Sco also Ruport of
the Nationol Commission on Labour, MNinistry of Labour 1969, 2nd
P Venkataramaiah, op.cit,

4, P,Vcenkataramaiah, op.cit,

5. Prior to 1958, cmployccs carning lcss than Rs.200 por month werc
covercd but with the amendment of the Aet in 1957 its scopo 73
oextended to cover persons carning Bs,200 or more but lcess than
Re, £n0 por month,
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6. Indian Labour Yecarbook, Labour Burcau, Ministry of Labour (an
znnu-l publication).

T. Venkataramaiah, Up, cit,

8. Venkataramaiah, it appears, cstimatces average per cmployce carnings

by including 211 labour costs, «hilc CO0S cxcludes zanual bonus
group bencfits and retirement benofits from its calculation of
carnings.

9

9, Sce Labour Stetistics under the dnnuel Survey of Industrics,
Labour Burcau, lMinistry of Labour, Data collccted under this schesc
arc reproduccd in the Indian Labour Ycar Beok, A breakup of grogs
carnings (and not labour cost) into various componcnts is also
availablc in respeet of PO an-wal returns, Sinecs the €QS roturns
arc morc comprchensive, cov.ring not only <zrnings but all itoms
of labour cost, wec usc thesc datae,

IO, Scc P Venkataramaiah, op.cit,

11, Scc Report of the Third Central Pay Commission, Ministry of Fifiancs,
1973, Vol, IV p.5.

12, Scc Indian Labour Ycarbook, op.cit,

13, Besides -the Civil Scrvice, the government at the time of indopendoncc

also owncd and managed a nnmbor of industrial and scrvice under-
takings likc the railsays; P and T, and ordinancc factorics
orgenized as departmental - aterpriscs., The staff in such enterpriscs
consist of civil scrvants, On the contrary most of the industrial
commercinl and sorvice contorpriscs which came up in the public szctor
in the coursce of planned industrinl developmont were sot up®mostly

as governinent comp nics whosc umploycos cxcluding dcputationists

are not civil scrvants, Sc. Report of the Study Toam on Public
Scctor Undertakings, Administrative Reforms Commission (ARC),

Junc 1967,

13 Central Govermment cmployecs may cither be regular or non-rozular,
The latter includes (a) work charged personacl, (B) continpency
staff and (¢) locally rceruited staff in Indlun missions/cmbassico
abroad, ,

Sc. Census of Central Govermmont Employc.s, Ministry of Labour,
New Delhi, EMI figurcs on caploymunt includc both regular and non-
rcgular pcrsonncl (except locally rocruited staff in ombassios/
missions abroad)9 but since the cornings deta rofer to rogurlar
staff, wc consid:ir only the latter, :

15, 8c. Report of the Third CuntrallPav Commigsion, op.ocit.

16, "Indian Defence Buaget 1972-73", Journal of the Ins t1tut\ fom
Defenco Studics and Analysis, P} April, 1972,

I7. NDP is at foctor cost in currcnt prices., Estimated from National
Accounts Statistics for 1976-77,

18, The sharc of dopartmeontal ontorpriscs declined stcadily from 31
percent in 1960-61 to 21 percent in 1976-77; of administrative
departmonts from almost 60 perecent in 1960-61 to about 47 ¢pcreent
at the cnd of the period, On the other hand the sharc of non-
departmental cnterpriscs incrcascd rapidly from lcss than .4

percent in 60-61 to 32 por cent in 1976<17,
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21.
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27,

28,

29,
30,
31.

32,

33.
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This was the peak ycar of the Emergency imposcd in Junc 1975,

The fall in the CPI for 1976-~77 was mainly on account of a
dceline in the gonsr 1 poriecs lovel in the initial months upto
May 1976, From Junc it rosc continuously, but the avcrage for
the 12 month period shows a fall, Sce Economic Survey,
Government of India, 1976-77.

The slight improvement in the index in the last two ycars was
largely on account of an cncashment of several concessions to
Central Government cmployces such as dearncss allowances, and
interim reolicf, Scec Report of Third Pay Commission op,Cif,

Report of the Administrative Reforms Commission (1967). op.cite

Bcc Footnotc 14, It was rc ognizced that the fors of department.l
undertakings is unsuitablc for commercial and industrial cntorpri--os

“lthough tho Industrial Policy Rosolutions of 1948 laid down that

public vnterprises asg a rulc should be organized in the form of
of public corporations most cnterpriscs in the public scector were
sct up as companics which rcduccs their accountabilily, on the

‘plea that grcoter autonomy would makc for morc cfficient running,
Scc ARC Report 1967 op.cit,

Third Pay Commission Roport op.Cit, and Bhoothalingam Committce

Report, op.cit,

8co for instance, Parvez Alam, "The Naturc of Class Conflicts in
Indian Socicty - ‘A Critiquc of Dandckar, Janavadi Vichar Manca,
University of Delhi,

V M Dandckar, "Naturc of Class Conflict in thc Indian Socicty in
the Marxian Framcvork” Artha Vijnena, Juze 1978,

Parvcz Alam, op, cit, and Scc K thradwaj "Notcs on Political
Hconomy of DpVClOpmont — thc Indian Casc”, Lconomic and Political
Weckly, February 1972,

Scec, P Venkataramaiah, op,cit, and Bina Roy, and others; "Tronds in
4he Distribution of Wage nd Salary Incomcs among Diffcrent

Occupations in the Central Government Scrvices", Tho Indian Joura L
of Labour Economics, Januvary 1979,

Bina Roy, and othcrs, Ibid,

Tbid,

Scoe carlicr discussion on the problem of the doflator,

Scc, also Rchman Sobhan, Publlc Interprisc as an Instrumoent a:
Pollcy in Anti-Poverty Strétcglc in South Asia, Economic and

Social Commission for Asia and Pacific, 1979,

¥ational Accounts Stutistics, 1976 and 1978, op,cit,
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