CHAPTER = III

AN _ANATYSIS OF T.ABOUR INFUT,

Having discussed output, we now turn to one of the
two inputs viz. labour. In this chapter, we peopose to
measure variations in labsour inmf aﬁr} labour productivity
i.e, output pew unit of labour (0/L) vis-a-vis variations
in real wages. Ue have refrzined from anslysing the data ’
in great detail since such digceussion is more meaaingfui
when the other input - capital is also taken into account,
This has been done in the sixth chapter. It is a well known
fécﬁ that a rise in O/L is generally a,éc‘omganied by a rise
in K/T (capital intensity). Thus a discuszion of labour
'pmdnctiﬁty ig incomplete without a discusé‘siaii of eapital
intensity. Therefore, observations made in this chapter are
tentative, very broad and partial in character.. Though our
main concern is to measure lahour input yet ‘h‘ere and there
~ we could not resist the temptation to discuss briei’l;/r about

related problems.

32 For reasons discussed in para 2.13, iabouj: employed
in the three manufacturing units (CLY, DLy and IoR) is
excluded from the study. Roy ehouﬁhuzy algo did a similar
thing.l

% The Rallways classify the staff into two broad

categories == open line apd construction. The staff employed

1. Uma Datta Roy Choudhury, 'A Possible Production Function
for Indian Rallway System', Indian Economic Review, Vol.4,
(New Series), No.2, 1971, ~
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in the construction works, acoount for aboul 1% of the

total staff vide Appendix Table 3-A-1. The expenses incurred
on thei;: wage bill are more in the naturs of capiial costy
Bésiﬁes, the congbruction acti.ﬁt(ies' though essential, ere
not immediately velated to the projuction of transport
serviees and therefore we have excluded thezﬁ;?? _Since the -
data at variocus levels are with respect to ba‘;h open line

and constructlon combined, we have used an overall ratio to

isolate the figures for our study.

3.4  The Railwaye divide their staff on aiministzative
grounds into four heads viz. Classes I and IZ, Class III aud
Class IV, The break-down of Classes I and II separately is
not available. Classes I and II staff ubelong' t,a,ga,zetted.
cadre, while the latter two f£all under non*gaéettéé.: |

345 We shall now abtempt to precisgely meamre labéur units,
‘ Generally, 'manhours' is deemed as the best n‘xeaiau:};'e\.‘ Howewer,
one can snbétitu*{;e the number of staff employed as a ineaaxré,
provided the working hours remain constant anﬂ vafiations,

in mandsys lost (due to strikes, sickness, etc.) and overtime
work, are not wide. Stud ies dealing w:!.th labaur productivity,

2, In a similar my Hunby exeluﬁec‘i the staff emplo ed in the
workshops produecing investment goodsy 3ze T} L. Munby,

'Productivity of British Railways' Bullet £ Eh

ﬂniversit ‘institute of Ecanomics and SEaG]

35« See Harold Barger,
NEER, New York, 19 y Choudhnry, cit, .
and R. X Saggar, 'Fffwiency of Indian Reiluays 1060-7§E
Feopomic and Politiecal weezg:._z, Yol.7, zeo,:m. Oct. 7, 1972,
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,génerally adjust labour input to take account of changes in
mandays lost, overtime, hours of work ete.t- However, in

the present analysis, we have not a@ﬁusteé labour, since

, working hours have pmot changed apd fluctuations in mandays
lost end overtime ave not -wide. Details of mandays lost

and overtime are given in the appendix _ﬂlablqés Sei=2 and
Z=pe3, The mandays lost i?éried between 3 to 5% while changes
in over~time work amounted to 1 to 2%. .?«Ngn' if w:e had ead ;}us;ted
labour, there would not have been much difference between
the adjusted and unadjusted labour, since the bias introduced
by the two variables (mandays lost and *avértime— work) are in

‘the opposite direction and partly neutralises

. Aggregation: -

Fe6 For a meaningful snalysis, the labour input should
not be a mere summation of all categories of employees, | The
work performed by a skilled person like' an engix;eer is |
sub stantially different from the x:mﬂ: of an 'uns}ctlleé person.
Therefore, different categories of workers should be given

proper weights,

Se7 in any oomg"auni:ty primitivé or advanced, labour is
used to produce goods. The eoncep‘a; of 'pecessary quantum of
labour' is generally discussed in the conte:k%";gf ﬁzarginal
product of labour. However, the question arises whether the

productivity of each category of labour in the same: organisation

4, For details see B.M.Deakin.and T, geward, Profuctivity in
fransport, Cambridge University Yress, London, 13963, De25.
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13 related to the respec%ive wages. Since the output cannot
be aivided and assigne& to each category of labour, individusl
productivity of each type of labour is 1mp6351ﬁie to evaluate
in empirical research. At best it can only be seid that the
employer has correctly used his judgement to make the wages
reflect br&aﬂly productivities, On the ahove assumption,
labour units as inputs can be calenlated by giving welghts to

5

different types of labour taking theilr base year wages’ as

weights.s ) .

5.8 Whatever may be the market imperfections, té'some

extent wages‘are an index of the productivity.. It isg true,
wages do not accurately represent the‘prgﬁactivities of
different employees, bui gtill it is some kigd of a rougn

7

measure. We shall first examine ehﬁhges in the pattern of

employment and later discuss abon£ ‘the growth of imputed laboux,.

Pattern of Emgioggentz
3.9 An analysis of the employment pattersn in the Indian

Railways reveals interesting results, Thig is presented in
Table 3.1. The bulk of‘the labour force consgists of Class IV -
employees who account for 58 to 64% of the total staff. During
‘the-period, the proportion of Class IV employees had been almost

5, For details of items incluled in wages, see para 2.21.

6. Z.Griliches, 'Production Functions in Hanufacturing® Some
Ppeliminary Results, in Conference in Income and Wealth,
Production Relations, Columbia University fress, 1967e :

7. In a similar way Deakin and Seward standardised labour input using

‘remunerations paid to different categories of labour as weights,
see B.M.Deakin and T.Seward, op.cit., pp. 23-24, '
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gontinuously decreasing. However, in absoluie nunbaers, there
had been a rise 1n’the$r employment except & small, drop in the
last two years of Second Five Year Pian and during 1967=T0.
ciaas I1IT employees rank second in total employnent. and account
forv36 to 42%. Contrary to %hqﬁtreﬁﬂs'noticeﬁ ig_the §ropcrticn
of Olass IV employees, the praportionof4ciasa IIT shbaff -had
beén‘a;mest continuously rising. In abgolute terms also, their
growth wag continuousy Clapses I and II staff account for 02
to 0.5% but their employment has more than trebled. Thus it'ia
interesting to note that classes I and II staffJ occupying a
negligible share in total employment, had wztnessea a growth

of 230%¢ On the other hand, Classes.III and IV‘labour, who
account for more than 997 of total labour xogce, have grown

by TA% and 33% respectivelys The phenoﬁenal'increase in the
Clagses I and II staff is due to reorganisation of Zones® and
changes in the organisatioﬂ pattern of gtaff. The 1ncreaae in.
the proportion of class ITI staff is due to the fact that the
bulk of the aﬁministrative stalf and operating staff fall

unier Class I1I. The decreasing proporticn o£~class IV employees
is due?tb technical improvements introduced since the Second
Fiye year Plan and changes brought about‘tﬁréﬁgh redesignation -
of the stéffe Certain Class IV employees were~reaeaignated as
Class III employees like Pirsi Flreman, warkar, Material Chaser,
'Stcre Issuer. Here we are making only aggregate.prelimiqary

- observations. The paftern of employment eaﬁ,alsd be viewed

functlonally ingtead of aumznistratively.

8. See para 1.12.
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Tatle 3,3

IMPUTED LABOUR

s
{0008}
- i Staff i i
P Sseld ¢ INDICES 0 .
Vesps | A8 per ine ; Imputed ‘ NDICRS OF
s et ! Reilway ; Stalf } Col.l H Col.2
i Statlstics ; : ]
1 ] g i
- £ z 3 4
1951-52 913 1274 100.0 100,90
~53 “ 514 . izax 100.8 00,6
- 54 35{} 1 326 104 [ 3 i{) 4 ¢ E‘
«55 - 97 i%s4 i08.8 07,3
~56 101z 1az7 13503 112.0
~0% 1640 1485 1i4.3 114.6
~ 583 1063 158% 118,38 23,8
-59 1185 1888 12%.5 127.8
&0 L1827 1835 ARB. Y 12Be3
~B1 1129 1841 103.9 i2s.8
~57 1672 125.7 131.3
~63 17318 129.1 1%4.9
~54 1604 13548 141,48
~50 1885 139.% 1484
66 1913 143.0 I80.E
-G7 131¢ 1947 144,.% iB2e8
-68 1z1¢ 1945 144.%7 i88,0
=59 1310 1044 143%.8 152.8
¥, » g - L3
-0 1315 1953 144,3 ibdel
-Vl 1228 1392 145,9 i66.4
Ty . [ d % -~ -
-2 1348 2023 148.0 1i58.8
Jource: Bupplemenis
Notess {1} Gomputaticnal details of imputed steff

are given ln &ppendix, Tahle 3-p-4,

;.
{2} Data pertain Lo empluoyment as on 3lot
':’0

darch of anch ves
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Functicnal gggssiflcation-

3. 10 @able‘E.z presents functional classification of gtaff,
It io eovident from the table that there has been a perceptible -
decrease in the staff employed in the transport department both
gbsolutely and relatively. In 195%=52, the proportion of the
transpﬁﬁt gtaf? was about 23% which has fal}eh’tb 149 in 1971=72,
In zbsolute ferms,'their employment ‘decreased iﬁim 2,1 1akh %o
1.9 lakh during the span of two decades. Biggar and heavier

_ trains require less operative staff per ton. af wezght hauled,
Due to the introductioniof more powerful 1dcqutives'which ean
bau; heavier loads, there hag been a contin§0ﬁ§~§éduotion in @ne

employment ratio of transport staff (see pgi%;6;36);

3.11 The inerease in the steff of engiﬂeeéih éepartment is
reiattvely smell, Thelr emplqyment has increase& by about 22%
during 1951«72 but their proportdion has come ﬁown from about
26 to 21%.- The proportion of steff emplayea zn mechanical
engineering department remained almost stable, “There has been

. a substantial 1nerease in the employment. ox szgnal and tele~
comminication staff,: These are the effeets:qi ygchni@al change
that took place in Indian Raillways, . o

;mputea DLabours . .
3412 We shali now élscuss the growth of 1mpuuea labour,

Tabie 5.3 gives imputed labour calqulated on the,oasis or base
year (195f)w91ghts, The imputed labour xnézégéealfrom about
1.3 million to over 2 milliom. It hgd.incréased by about 60%
auripg the periqﬁ or has grown at aﬁhuai ce@?éuna rate of 2.4%



Teble 3,4

HOREY and BEAL WAGES -- CATEGOR m%&Sd*

T ioney VWeges (aupeos | Heal Wages (itupees 1 | Fage Bill

Ve ! _iper Zmploves pymey i ver Emrl?yee Pade) ; iRhﬁ&@E Lekh) .

CETE Glaepes! Class | Glass ;Glaaae~§ Cigss | Class (Cle ssea, Clase | CQlass froey
pIe Iy oIIzo| IV X &I} OIID ) IV I & IX Gy ITE | IV pao=
— L N 3 i ) 3 2 3 H H
i 2 3 4 5 8 7 & 4 10

TUE.AT 12831 1916 943 12821 1918 345 281 6226 B50S 12011
{300} {100} {200) {100} {10Cc) (100} (oo} {100} {100} {100}
~0% 12510 1984, $72 12510 1984 972 299 5488 3667 12474
“%.. 15389 5066 958 L2158 2027 980 308 6962 4092 13360
<A 12400 2110 1002 13020 2216 1053 310 "365 6223 130938
“33 11210 S0es 1026 11928 2874 111h 016 P26 6HY5 14616
{65.8) f109.8) {103.7) {95.0) (118.7) {118.0) (113 {1r4) (120} {141}
=57 10804 2143 1080 10208 2081 1000 252 8349 6667  LEBY0
=38 10E4R 2244 1073 19067 2084 9986 z%9 9402 Y164 16985
37 11798 2269 1095 9352 2017 965 427 10118 7434 17973
=30 11288 2345 2120 9551 1984 939 43 31045¢ TH16 18412
=A% 11718 2541 13195 2831 2132 1003 450 11436 8085 19949
(Y.4) (132.6) (12o.8) (76.6) {111.8) {(106.4) {280)  (3182) {a47) (165}
~8% 11758 2617 1914 3609 2143 1078 481 12083 8268 20810
-85 11678 277G 1275 9276 2207 1013 535 13118 BY2H 22535
“Bo L2323 2795 1299 8979 2125 g86 | 570 13879 G493 23542
=35 L2107 3OO 1387 80Ls ige3 919 800 13439 10475 26523
“Gb 12580 %519 1500 VRED 2042 923 589 L7427 L1BYA 22692
. (97,33 {375.3) (152.1) {a7.3) ({i06.6) {97.8) (246) ({280) {210} (2&7)
-7 13006 T800 3813 7080 1930 678 822  1i8iL0 12598 32570
-58 1340k F687 1758 G563 1898 853 275 ROYZ0 18700 35298
“2Y% L3836 5147 1902 3788 2034 933 809 22271 14572 37758
~T0 13597 4384 2638 6772 2121 98¢ 949 23935 1028 4041%
~7L 14318 4723 2210 3586 2176 1017 1009 26332 14906 - 44247
-32  1506% 5042 23368 6724 2251 1043 1092  Pe539 18104  47T3S
(117.4) (283.2) {24%.7) (52.4) (317.5) (110.8) {289) {458) (=29) {zes)

Scurce: Supplements A
Fotesr  {1) 0019.4, 5 snd & are calcvlatea bj de*BQtingv
Cols.l, 2 and 3 respectively by All Tndia
Cuneume; Price Index Numbers.

{7} Figvres in paréniheses represeat indices of
\ orowth.
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On the other hand, the labour calculated by counting the
heads had increased by about 50%. There d}og'g not appear
to be such a great difference between unad;"jusﬁed and adjusted

labour units.
Real and Money Wages:

3.13 Table 3.4 éives category=~wise g'm;;ﬁh énﬁ ‘proportions
of real and money wages, The increase in money wages of
Olasses I and IX is meagre (17%). Actually upi:o 1966, there
wag a £211 in money wages due to larger recruitmgnt of new
gtaff and retirement of aenlor staff. On thé other hand,

- there was a mbstantial inerease in the money magea of Classes
IIT and IV staff (about 150%). From the employees point of
view what is important is not a mere rise ‘;n mgggy wages but
rezl mges‘ég The real wages of Classes I andII gtaff conti-
nuously decreased. In 1972, their real wag‘aﬁ_‘iﬂei.‘e’ just one=
half of the level of 1951. This is part:&auyv’e‘xplained by the
greater inflow of younger officers. In fshg,l{;ase of Classes

. IIT amd Iy, there was an improvement in their redl wages to the
extent of about 18% and 11% respectively. |

314 . The proportion of wage bill of cl,as_”‘fé?é.ﬂi I and II in the
total wage bill of =211 categories vemained &lmost constant (2.3%)
but their wage bill pearly has risen by three time s. On the:
other hand, the proportion -of wage bill of Olass III staft
continucusly increased (from 52% 0 60“' )} while that of (lase IV

9 Real wages are calculated by deflating the ‘money wagee by the
A1l India Consumer Price Index with 195152 as the base.



Table

1
WM

%]

LaBCOUR PRODUGTIVIVY and ib& ROV '

R ' 1 . - - i et e
! Imputed | Cubput ; ar ! 071 : Indicae of
vs ! Lghour ¢ {Billim ! . . ' > - —— T |
it S s S ¢ - DI Caie3 ! Col,d
» AOA0E) H JQnue ANS e . PP .
: ‘ i {(Thousand Tonne KMa) ' ;

e 1 2 3 4 5 6_ |
-58 1274 11%.8 B?.78 1234? 100.0 100.0
~38 126 . 1i3.3 B8.45 23. 9 160.5 103,90
-4 1328 115.0 86450 1~; i RPN G8.7
55 eG4 122.3 96. 99 125,% 13,5 138,48
~356 1427 135.%3 B4.61 133.7 108.0 09,0 .
-5 1&55 lé%nl Q7,013 138 & 119:6 llﬁaﬂ
~83 1583 1858, 92,87, 145.8 113.8 liv.n
=55 1624 165.7 10l1.8 147,3 11640 18G.3
=50 163w 172.8 108.3 ) 154,2 81,1 128.%
"‘l 3541 18406 LiEoG lﬁsn? 1~u4u 13504
“63 16?3 1923 115&0 16?;9 513106 333:8
=53 1718 202,38 117.8 172.0 i54.2 140.32
=5 1604 214, 3 118.9 i74.1 135.5 i22.9 .
=55 1565 217,58 115.8 ' 1.7 iB2:5 1301
-6 1213 2%0.8 120.% 7.2 137.8 1944
1947 236.6 121,58 179.4 128.5 146.2
~L8 194% 240.8 &6 i62.6 143.0 148.8 .
-5 1944 252.4 S 129.7 Y192, . 147, 1057,.1
TG 1963 28t.2 131.0 195.8 148,13 15v.4
-73 1952 25%.2 50,1 195.0 148,35 ¢ 188.%
~72 2023 269.1 135.0 i9¢.6 181,46 82,7

Source: qupnjeﬂent.. : .
e , . ) .
Notesy (1) C0l.2 vefers Lo GVA o8 measired by compezite

it methed wide nars 2,.%
r L

{2) #Col.4 is calemlatsd by dividing Col.2 by
staffl employed as per Railway staristics.
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decreased (467 to 407%).

3.15 From the above analysié it is clear that though the

wagé bill of Classes I and II has risen by née.rly 3 t.imeé-.

'l';he:lr resl wages (per employee) actually fell by 48%. Relatively,
Classes III and IV staff gained, | |

} Having elaculated the trends in the ‘employment pattern.
growth of imput.ed labour and oatgagary*wise'gagl_anﬂ money wages,
we now discuss labour productivity.

Labour Productivity?
3.16 - Dabour and capital are the two prindipal factors of
production. 0/L and O/K (labour and capital ‘productivities)

are known as partial productivit;a&ﬁ? |

A-study of labour
productivity over a preriod of time,, revgalsvtheféhanging contri~
‘bution .oﬁ labour in increasing t}ne oatput, "‘.Th"e‘ numerator (output)
in :fhe ratio ls measured in terms of tonne @Ihs,é.é discussed in para
2,36 aboveg The denominator (Tabour)y is ‘thé}"if‘n}p&ztgd “1gbour,

Pable 35 gi;res labour productivity.

3417 ° The table reveals that the increase i productivity

is not continuaus. Col.5 reveals that 1abai,ir productivity fell
by about 2 polnts in 1953=54,-56, =65 and Ti. .On the whole,
labeur product ivity inereaseii by about 52% or at a compound annual

10. We have re:t.’ramed from reviewing the well-knmm cozz‘b:eovermr
over partial and total productivities. TFor a debafiled discussion,
see J.YW, EKendrick, Produetivit trends. in ihe United States
¥BER, New York, 196 « +5ag ra, 'some Approaches To
the Theory and Measurement -of Total Factor ?roauctivity
gournal of Ecomomic Iiterature - American Zconomic Association,
Oib §, No.4, '915
The ‘method of total productivity 13 gene :z:gny uged to measure
" technicel change. But we have used Solow' s method (see chapter 6)
to evaluate technical change amd therefore there was no need to
measure total productivity.
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growth rate of 2&3?5. When we coméaré the productivity of
labour as reported by the Railwsy Stat :Lst:iés wi"bﬁ that of
imputed labour, the variance is only marginél. We nov. .
.ccmlate the reward of labour if.e. wages = with proﬁuctivity.,.

Real Wages and :Proﬁuetwit

3.18  For a mesningful analysis of staff 'ééri-’omance, the

real wages have to be correlated with produ’é#ivity;- The

concept of real wage has two meanings --real ?@age; as a cosb

‘%o entrepreneur is different from veal wage ss reward to the
recipient; Hence, from entrepreneur's x';oin:t;: :,ﬁ?'fﬁ.ew,‘} wage 1s

a cost, The effect of this item of cost i;s: 'iafiiways with reference
to the 'price of output, Hence, nioney wage‘)h_‘aé;‘sq be deflated

by output price to vepresent the true pictz&é;g'l

_ However, the huma.:n aspect could nob be 1gnored, Henee,
we have glso deflated the money wages by the ccsi; of living
:lndex of working class and compared the *brenas 3.11 the two types

of real wagess

3,19 In Table 3,6, we present both types{ﬁf ;geavl wages along
with 0/T, The table shows that though money wage rate had
continuously risen and witnessed an mcreaéé'-'qf one amd one

half times, the variation in real wage rate was erratic and
mainly downwards. It was only in the First Tive Year Plan period

11. In aggregate analysils, the two concepts of vesl wage and
real wage cost merge together, since the cost of living
index represents price of output, For details see

A.Nagaraj, 'Wages in Certain Industries in India‘, Asian
Econonic ueview Vol.7, No.3, May, 1965 and W.E.G.Salter,:
Prﬁuci.i 1% Technleal Change, Cambridge University

Press, Eamﬁrﬁge, 1969, P.160. Salter calls the real

wage cost as product ugge’s.
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and last four years, there had heen a continuous rise in the
real wage rate, Zven then, the 1971~72 wage rate i3 below the
1954+55 level, ?hiazdtze to f£all 1n £uod prices during the end
of 1st 5 year . plan, On ap average, the inorsase in real wage .
rate was about 124 as against 1507 in the case of money wégaa.
The rise in real wages was not due to rigse in produotivity alone,
Though pmduotivi.ty inoreased by about 524, the riso :m real
wages wan miy about 12%.. Thus, increase in resol wages, on the
whole, was legz than increase in proluctivity. Hence the wage
- earners are slightly betéo;?~a££ in 1972 when compared with 1951,

3420 A comparison of the indices of méney wagee (¥ ) and '
-real wage oost (W,) reveals important facts, If ¥, ivdex is

equal to W, index, it suggeste that the enterprise has borne

the entire burden and no shift was witnessed. If U, 18 less

than Wor it olearly points towards a shif{ or, the burdens:. When

¥, reaches an index of iod.‘ it is a clear cése of complote ahift.‘
If W, is less then 100, it tndicates a atxirt much more than what

is warranted by rising wages. It is partinent to add that siriotly
we have to take into account interinfustry mmhaée burfdens also =~
ete para 6,5, ( | ‘

321  Table S+6 shows that by 1972 W, index has risen to 250
vhile w, index is only 152, On the above logic, sinee 152 1lies
between 250 (no shift casme) apd 10) (complete shifi case), a
partial shift has occurred. This can be roughly meaanmﬂ; The
ratio betwsen the indices of Y éna W gives such a measuye, WYhen
it is untty (250 % 250), there is sero shift, When it is 2,5

(250 ¥ 100),: it is a case of complete shift. In the preeent analysis

3
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SEIPT OF THE BURDEN OF MONEY WAGRS
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this shift ratio is 1.64 (250/152). Thus the shift roughly
works out to 43%(1.64 = 1)/(2.5 = 1). ‘

3;22 . Generally in markets.where the elasticity of demand

for the outpat is less than unity anﬁ small, the enterprise is
likely to shift rises in W, to the eaneqmér g0 that the incidence
on the eriterprise is less. However, in pﬁt;lic enberprises 1like
the Railways, the rise in prices of output is 1ikely to be
restrained due to public accountability. Thatl, ig one of the
reasons why the shift is partial (45%4). o

3.23 Let us now view the partial sh'iﬂ: ixi:.‘bhe context of
labour productivity and examine the pallia‘cing effect of
pro&uctivity on wage burdens,. @his.can be dong by serutinising
W, and 0/L indices.. In the aggregate both are running almost
parallel to each other though individusl corresponding pairs

of values are at variance., When 0/L ind ices are divided by

L indices,, we get a measuye to find out to wha% extent technical
change (increase in 0/L) has been availed of i‘ge mitigate the
burden.  If the ratio is unity,.it indicates that technical
change just maﬁage& to fully mitigate the effects of burden.
If it is less than unity,, it suggests that "t;edhnioal change
could not ward off the money wage burden. If it is greater
than unity, 1% means that technical change has more than

conpensgated the wage rise.

5.24 |, We shall break the f;ime apan into fouyr distinct perilods.:
Table 3.7 presents a combined picture of shifts in burden and
the moderating effect of technical changey. |
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1951=56¢ During this pericd the Railways marginally shifted the
gmall money wage burden to the consumer. The rise in jroductivity
was~able to take care of the wage bur&en; The burden vas 97%,
against 102 percent positive effect of techniaal change.
1956=61: A similar trend 1ike the previous period was. witnessed.
The shift to the consumer (7%) was very slight., The wage burden

was 93% and technical changp was able to more than compensate the
burdsne

1961=66: The Railways had to bear T3% of the wage hﬁrﬁ@n but tech-
nical change more than made good the buiden.“ |

1966=72: The shift of burden to the consumer was higher and there-
_fore the burden on the Railways was only 60%, the lowest during all
éha four periods. Technical change was able to just compensate the
burden. , , . |

\3.25 IIn the aggregate, rise in W, was reiatively small in the
first 3 periods. The Rallways had to bear the burden for more than
90% during the first 2 periodss However, during these SQPeriods,‘
technical change has more than ma&e good the rise in money wage
burden. ' The fourth period is very interesting, In this period

wh index rose very ateeply.but on account of shifts the wage burden
‘was smaller, Technical change was Just able to completely mitigate
the rising W . “Tor a quick analysis cols. (7) ‘and (8) of table 3;&
gives . the effectiveness of technieal change in mitigating wage burdens
It s seen that throughout the 21 years, col.(8) indices are higher
than col.(7) indices except in 1954 and 1972.- This suggests that
technical change was able to more than compensate the wage burdens
during all the years except tw. :

3.263 It is well to remember that the above analysis of burdens, ‘
shifts and tecﬁnical‘changé gives g partisl picturéi " The
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value added ontput containa shares of labour and capital.

’ The:eefore, caplital cost is snother huraen that we have to
take into aecaunt. This can be done by examining the nature
of tectmmal chenge which has been studied in the. sixtb '
chapter: We might just hint tha{: if there is neutral technical
change, the sbove analysls need not be amepdeds If it is
capital~saving technical change, the positive effec‘b of
productivity gets a 1ittle more blown up. - I it is’ capital'-
using, the effect af productivity is a little less than what
it 1s, ' ”

3.27 One of the methods to evaluaie staff éerfcmance is

to compute 0/L rasios.. The productivity of ,Fiin::}ited labour has
inereaced by about $2% during the %tweniy one yéa.r period. The
chief work forcé in the Railways is Olasses ITI and IV, and

within them, .the latter occupies first :ranks." " ihege two classes
together accoant for more than 995 of total .sta.a‘.’if. The proportion
of Class IV decPeased whereas Class III increased. Highest
growth of em;ialoyment is witnessed in the case éf Classes I and

1T staff,.- uﬁ?he growth of labour was about 60% -whereas outéut
increased by 140%. '

3.28  Though money wages increased by 150%, the real wages -
increased by a small margin 12%. The wise in rezl wages is

less than the rise in labour proiuctiviity. Moncy wages seemed

to have moved in tune with cost of living rabher ‘than productivity.
But what is more important to the enterprise is not real wages |
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but real wage cost. Though the money wage burdens have been
different during different periocds of time, yet higher
productivity in all the cases either was able %o just compensote
Qr'moré than compensate, the effects of money wage bdburdens.

The effect of burﬁ‘en of capital coBt can be fully comprehend ed
when the nature of technical change is determinedsy
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IMPUTED LABOUR
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