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he present paper is a micro—level study of
urban labour market using the core~periphery theory frame-—
work., The study based on the data collected from a survey
of two busiees (slums) in Calcutta Metropolitan Area,
confirms the hypothesis that core-periphery unequal
exchange frame-work providss a valid description of the
functioning of urban labour markets in a developing
economy. While for general interest the paper includes
various other findings of the survey, it concludes with
the policy implications of core-periphery unequal
exchange within the urban econony.
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research project having the same title, financed by
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THE STRUCTURE AND WORKING OF AN URBAN LABOUR MARKET
IN INDIA : A SURVEY OF TWO RESIDmNTIAL CONCENTRATION
IN CAICUTTA

Asis Kumar Banerjee

1. INTRODUCTION

The study reported here was a study of an urban
labour market In view of the voluminous (and still
growing) literature on labour markets already in existence
the question arises as to the relevance of a fresh survey,
The answer, briefly, is that the Present micro-level
survey gsought to plug a number of loopholes in the existing
literature. In this introductory section we briefly review
the existing literature on' labour markets — ox, rather,
that portion of the literature that is of direct relevance
to the present: study, and point out the loopholes referred
to above. In the next section we shall state the specific
objectives of the present study.

Recent Research ‘on TLebour Economics Bt
Redent reseérch on underdeveloped urban labour

markets has concerned itself mainly with two broad groups
of issues - one related to rural-urban mlgratlon and the
duality of the urban labour markets, and the other' to the
estimation of unemployment. It is only the first group
that will .be commented upon in this sectlon while the
second group of issues will be referred. -to in the next,

Hconomists investigating urban labour markets
in India have found an interconnection between employment
opportunities and productivity on the one hand, and the
problem of migration and labour market duality on the
other, There is a large literature on the problen of
rural-urban migration in Indis. e Building on the basic
theoretical analysis provided by Harris and Todaro [26]
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and Todaro[54 ]most of these studies have sought to
isolate the important determinants of rural—-urban
migration in India and to estimate migration equations.

The gonsequences of migration have received
more attention in the works on labour market duality.
The underdeveloped part of the urban labour market
(christened as the 'informal!' or the 'unorganised' labour
market) is considered to owe its existence to the massive
flow of rural-urban migration.2

The term 'informal!' in this context has, however,
been a centre of controversy mainly because of the absence
of a clear definition., Some economists have denied the
existence of a clear—-cut duality, and proponnded a
continuously varying degree of 'formality'. Interesting
though it is on theoretical grounds, the continuum hypothe-
sis would be difficult to deal with in an empirical study.

In recent years a somewhat different kind of
theory of urban sector dualism has made its appearance.
It can be named the 'gore-periphery' theory. Since the
focus of a major part of the present study is on examining
the empirical relevance of an urban labour market in an
LDC, it seems worth-while to set out this theory at some
length, :

The best starting point is to recognise that
the neo-classical orthodoxy is today the dominant
theoretical position on labour economics just as it is
in other fields of economics. Briefiy, neoclasgical labour
economics consists of the marginal productivity theory
of demand for labour on the one hand and a labour supply
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theory based on utility maximisation by workers on the
other. In specific branches of neoclassical labour
economics the labour supply theory takes the form of the
theory of investment in human capital (as a- theory of
determination of ome's skill or occupation)s Building on
this-basis, the neoclassical theorists have goneginsfor
various new developments, exitensions and modifications
not directly relevant for our purposes,

Whet is 1mportant T orSon® purposes is to note
that 1f the wage rate is determined by the 1ntersectlon
of demand and supply curves of labour the . worklng ‘of the
labour market would not admit of one of the most pressing
economlc and social problems fa01ng the LDC‘S today
V1z. involuntary unemployment. It is easy to see that if
one admits this type of unemployment, the neocla881cal
wage determlnatlon theory ceases to be valid,

This -iwpert has led a number of economists to
build labour market theories outside the competitive "
framework, (Some of these works are related to the exten-—
sions of the basic neoclassical framework referred to
above,) Among these theories the ones most directly
relevant for our purposes here are the so-called vegmented
Labour Market (SIM) theories. The basic tenet of this
approach is that the labour market equilibrium can not be
captured in terms of an all-encompassing perfectly .
competitive general equilibriun. Rather, 'the' labour
market of an economy is gegmented into a number of labour
marketg, Perfect competition in the traditional sense is
absent in most of these markets although the exact nature
of the imperfect competition will vary between the
submarLets. :



with the model of g claésically competitive €conomy, The
idea of explaining vage differentials with the help of
the concept of 'noncompeting groups!' can be traced to

~Chapter 10, Baok T, of Wealth of Nations, According 1o

Smith, the ‘agreeabléness.or disagreeableness'fof the

jobs, the difficulty Or easiness of learning theu, the
stability of elployment, the degree of mutual trust between
the employers and the employees, and the probability or
improbability of success in the jobs - all &0 to explain
wage différentials. It may be noted that the second of

the points mentioned above ig an‘éﬁbryonic form of the
theory of human-capital and the fifth point 1s an expression
of risk-taking théory, Smith, thus,'anticipated the modern
neoclaggical orthodoxy as well as the theory of non=compe ting
ET0Ups in important ways,

Mi1l, on the other hand, noted that some of the
factors that smitn €nutlerated worked in exactly the opposite
directions., For instance, in the Smithian Scheme of things,

the agrecable jobs should feteh less than the disagreeable

ones, However, "the really exhausting and the really
repulsive labours,

others, are almost invariably paid the worgt of all
1 ?
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devolves upon the most helpless and degraded, on those whe
from squalid poverty. or from want of skill and education,
are rejected from all other employments. Partly from this
cause, and partly from the natural and artificial monopo-—
Fies cilaevassna Ohe inegualitics of wagesg®ake generaiily
in an opposite direction to the equitable principle of
compenéation erroneously represented by Adam Smith as the
general law of the remuneration of Labour!' [39, P 372].

However, Mill's own hopes that the progress of
general education and lower birth rates among the lower
classes would gradually.put an end to wage inequality in
particular and labour market segmentation in general have
been belied by history., This explains the continued general

interest in S.L.M. thecry.
YModern Radical ILabour FHconomics

In the more recent writings on the subject one
can clearly distinguish between three strands of thought .
Probably the closest to the orthodox position is the !'job
competition' theory proposed by Thurow[52] &and Thurowahd
Luoas[53}According to this theory the number and types of
jobs are technologically determined and workers' skills
(human capital) and the wage offers are irrelevant here.,
Phus there is no labour supply curve. Moreover, the
demand for labour is not a smooth function of the wage
rate. This rate itself is determined largely by social
customs and institutional factors. It is rigid. Queue of
workers at fixed wages constitute the labour supply and
employers usc screeming defices based on their trainability
and adaptability,

Probably the best-known type of S.L.M. theory
is the dual labour market theory proposed by Doeringer and
Piers [16]., This theory was foreshadowed in the work of Dunlop
[17] .end Kerr [34] who viewed the growth of large firms
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and established trade unions as: prémoting internal ('within
firm') labour markets which are rathsr weakly connected
to the external ('betweern firms!') labour markets.

Doeringer énd.Piofe define a primary labour
market as one composed of jobs in large firms and/or
unionised jobs which tend to be better jobs - offering
higher wage and greater stability. The secondary labour
market which hes much in common with the Dunlop~Kerr
external labour market contains ill-paid jobs mainly held
by workers with unstable work patterns people who are
victims of discrimination. :

The clearest analysis of core—periphery theory
can be seen in the writings of radical labour market
theorists who emphasise class realations and, in their
criticisms of the capitalistic systew in general, borrow
a lot of ideas from lMarxian analysis. In this literature
the dual labour market idea is sometimes expressed in
terms of an analogy with an IDC or a colony exploited by
an imperialistic primary economy. These writings draw upon
sociological analysis of institutional change but lays
more stress on class—inierest-based behaviour by émployérs
and employees. Technology is treated as an endogenous
variable which is determined by the euployers so as %o
further class interests rather than profits-4

Gap in the Tndian Scononic Literature

The empirical implications of the core=periphery
theory in particular and the S.L.M. approach in general
have not been spelt out in the Indian literature on the
labour market, specifically, urban lsbour market, One



S

can consider the urban economy polarised between a core

and & periphery, or as considered in the theoretical
literature the core and the informal sectors respectively.
The core—periphery theory views the periphery as engaged

on an 'unegual' trade and exchange with the core. The
theory, thus, represents a more general way of looking at
the interrelations between the two sectors of  the urban
economy. Even the core—periphery theory of the urban labour
narket appears ‘to have gone unmentioned in the Indian
labour market litérature?.

, In view-of the increasing recognition being won
by S.L.M, theory from economists of different schools we
are of the opinion that this is a major gap in the litera-
ture. Trying to £ill up this gap was one of the iuo
majbr'aims.pf the. present research study. The Second.aim
had td dq_wgfh the second plank of reSearch on labotur:
markétg_in'lndia referred to at thé'véry beginning of this
section viz. the egtimation of unemployment. We would also
touch on some .of the theoretical and empirical problems
in this connection. In the final section (6) we shall try
ﬁo'eiplain how-these two different aims of the ressarch
project could be looked upon as forming parts of a single
purpose, The next section elaborates the objective of the
study. : R

2+ ORJECTIVE OF THE STUDY

Bigectoral Theorv and the Putting Qut System

The S.L.M. theory reviewed above was largely a
contribution of labour economists in the advanced countries
but it was later seen to yield realistic descripbtions of
and predictions about the working of the urban economy in
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several countriesg, developed as well as underdeveloped.

A wide variety of phenomena including skeyed income dis-—
tributionis and the coexistence of inflation and unemployment
in the macroeconomy have been sought to be exPléined with
the help of the core-periphery theory.

Relatively few studies, however, have sought to
examine the labour-market aspects of the core—periphery
theory. Researchers investigating the informal labour
market in India have long recognised the so-called 'putting
out' system as one of the ways in which the formal and
the informal sectors of the urban economy are related, It
is by now well-known that many core-sector units, e.g.,
those in the footwear and eleotric fan industries, get
much of their work done in the informal sector on job
contract ‘basis. They provide the workers with the raw
materials and buy up the entire finished product at
pre—determined prices. ! The core sector industries later
sell the products under their own brand names at inflatdd
prices. This has largely been explained by the higher wages
demanded by the orgsnised labour in the core sectors. We
can add te this the Doeringer—Piore hypothesis that the
'culture of poverty' of the informal sector makes it
easicr for the core 1o exploit them?:

The putting out systemn, however, is only one oﬁ
the several aspects of the core-periphery relationship.
It is only one of the ways in which the unegual exchange
can operate. The broader questions are whether the two
sectors of the urban economy can be looked upon as two
subeconomies (the internal and the external labour market
in the Doeringer—-Piore sense) engaged in trade and :
exchange and if so, whether the mode of operation of this
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trade can be considered to be unfavourable to the periphery.
Clearly, the organised industries can engage the unorganised
workers through the putting-out system by offering then

a wage rate lower than what the unionised workers demand,
But if this is the dominant type of relation, the unorga-
nised sector workers would be just another categories of
employces engaged, albeit indirectly, by the registered

or formal industriecs, and the bj t . theor h
urban econcmy would lose much of its appeal., As alrcady
stated, explaining the applicability of the core-periphery

distinction in the context of an underdeveloped labour
market in India formed a major purpose of this research

study.
How %o Test Duality

The very first step on the process of testing
whether the corewp@riphéry theory is at all relevant in
a LDC labour market (as distinct from a coumodity market)
is to arrive at a test of whether there is at all any
significant segmentation in the LDC labour nmarket, If we
look at the Indian literature on this proint we see that
the guestion was posed mainly from the point of view of
the commodity market and the criterion of distinction
centered on the size of the production unit. One opera-—
tive distinction = +the large sector~small sector distinc-—
tions is not sufficiently well—-grounded in' theory. The
microeconomic theory of the firm does not inply that
shall size per se puts a firm in the external labour
market. In fact, the putting out system referred to above
is a direct counterpoint-since it is the large £irms who
are engaging in this activity and yet honorganised workers
are employed by the firms so that these workers forg
part of the peripheral. labour market.
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The registered—unregistered distinction is
closer to the commonsense distinction between formal and
informal sectors. We basically accept this distinction

or, rather, its labour market analogus. Therefore, we
shall first examine whether the self-employed and the

wage workers have proper licenscs and job contracts.
In other words, the presence or absence of formal job
contracts are taken to he the reflection of development
o underdevelopﬁent of the labour market. We then examine
whether workers without formal job contracts are engaged
under backward modes and relations of production. In other
words the nature of production methods and relations are
taken to be the criterion of distinction between the core
and the periphery,9 6
We must note here that the supportecrs of the
unéqual exchange view in the'field of international trade
have taken pains to explain that the theory is meaningful
oniy in the context of trade between capitalistic
economies, (The point will be dealt with more fully below.)
The dominant partner is to be in a more advanced stage of
capitalism than the dominated partner. In our context,
therefore, the thedry‘would be applicable if we can show
that (a) the periphery represents arudimentary- stage of
capitalismg but (b) it is in o backward stage compared
to the core. Therefore, it is the difference in the degrees
of sophistication of the techniques of production used
in thé core end the periphery that is important.

However, empirical testing of whether the relations
cand mode of production in a particular sector of the econony
are in a particular stage of development of capitalism

or not is easier said than doneOur approach would be to
gather data on the use of power in the periphery and the



preponderence of non-wage relations between the ewployers
and the ecmployees, Prepronderence of such non—-wage elements
in the employer—employee relations would signify inadequate
development of wage labour and, if found true, would put
the periphery in the category of a precapitalistic econoumy.
Tésﬁing the urban duality hypothesis from the angle of
either the relations or the mode of production has not been
carricd out so far. Prima facie, however, it does not scem
very likely that the capitalism~precapitalism criterion
would draw a sufficiently sharp distinction between internal
end external urban labour markets., This is because of
several reasons. In the first place, engaging in a bit of
casual empiricism, we do not think that the preponderence
of nonwage relations would be as strong in the urban external
gector ag in agriculturei Secondly, some economists are
of the opinion +that the more importance of personal elements
in the empl.yer-cuployce relationship does not imply that-.
the relations or the modes of production are necessarily
precapitalistic}o
For instance, while economic historians have
not been able to agree on a rigorous definition of
faudslism, the description of its essential features (as
obtainable in the writings of Marx, Marc Bloch, Perry
Anderson and others) does not mention the importance of
'personalised transactions' as an important point. In fact,
it is well=known that even in the core sector financial
transactions and credit mobilisation operations are often
based on personal ties, This is particularly true of
cases where family networks of big business houses and
interlocking directorate of companies are at work. Indeed
as Bardhan noted, this is hardly surprising. In a world
of costly information, exchange systems bascd on personal
trust and inter-locking obligations in different transactions
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between the same parties are effective means of achieving
cost efficiency. Enduring relationships in all economies
tend to be personalistic. We agree with Bardhan when he
52Y8, ''v.eees.. personal ties between the transacting
agents are often automatically described in the literature
as feudal. This kind of careless labelling is worse than
inaccurate : it actually blocks our understanding of such
ties'', Thus, even if non-pecuniary relations turn out
“be” important in employer-employee dealings we would not
be able to categorise the periphery as constituting an
econouic entirely altogether different fron the core.

We, therefore, suppiement this test by another.
We examinc the nature of the technology used, Going by
Marx's original discussion about the historical evolution
of the mode of production we decide that the importance
(or otherwise) of assembly line production is the crucial
characteristic of the factory syStem and this system, in
turn, is the crucial characteristic of capitalistic
production, Studying the history of technological
progress we sce that the progress of assembly line production
has been correlated with the use of power in industryll.
We, therefore, gather data on the use of power by the
production uhits and interpret the importance of power
use as a characteristic of a relatively advanced stage
of capitalism;:

~ We'then examine the nature of the employers and/or
the clientele of the peripheral workers. (i.ec., whether
they are constituents of the core or the periphery.) Over
and above relating the labour market duality with the
formal/informal duality of the urban production sector,
this will help us in answering the broad questions raised
in the preceding paragraphs. A 'casual' workeriiioven in a
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registered unit, may not have a formal job contract.
If most informal workers are found to be engaged, directly
or indirectly, by registered units in this way the core-
periphery theory would largely be redundant, On the other
hand, if they are wmostly engaged in peripheral units or
are engaged in solling finished or semi-finished products,
or services, to the formal sector units, the bisectoral
theory can be accepted. :

_ Thus, our deciding criteria would be as follows.
Wé'take the absence of formal job contracts and the
insignificance of use of power ‘in production as the
principal characteristics of the peripheral sector. It
is hypothesised that a supporting characteristic is the
place of importance occupied by sales 0f ‘¢omnodities
and services to the core, If the predominant economic
activity in the periphery is direct sale of labour
services to the core, the relafion between the two sectors
of the urban economy would be one of direct exploitation

of the old fashioned type, similar to the direct plundering

of a colonial economy by an imperialist aggressor, The

: more sophisticated version of the core=periphery theory

which hypothesises trade and exchange between the two
sectors would then be judged to be inapplicable,

However, the questions whether there is at all
any segmentation ih the urban economy and, if so, whether
there is a significant trade relation between the different
sectors are relatively easily settled. It is more difficult
to ascertain whether the core—periphery trade (if there
is any) is carried on along'unequal exchange'! lines, i.e.,
whether, as Bosited’ in the core-periphery theory, the
core CXploits the periphery not through direct plundering
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but through the more sophisticated means of HnEeir  PricilE.
There are various sense in which the term ’unequal exchange'
has beeh used in the literature. (See Sau [48]). One Sense
is the Prebisch —-Singer one of the terms of trade moving
secularly against IDC's (here, the periphery). Another

is 4thé Immanual sense., Here 'equivalent' or 'egual'
exchangé“is defined in terms of 'value'. If two commodities
with equal amounts of value in them are traded at par,

this is an equivalent exchange. However, it onel Ml her

X is exchanged for a certain number of units of ¥ but

the 'labour contents' of these two quantities exchanged

are not equal,;it is a case of unequal exchangé} The

price of a commodity as deteruined through the process

of Transformation under the Law of equal Profitability

need notb é@ual its velue. In this scheme of things, unequal
exchange ‘arises whenever organic compopltlon of capitalis

different between the trading parties. Seec Bamanne [19] )

Rosa Luxcimburg. [36] invoked the concept of unequal
exchange in the context of primitive capitalist accumulation.
The thesis was extended by Precobrazhensky [43] to thse context
of primitive socialist accunulation where it was suggested
that the socialised industrial sector of U.S.S«.R. should
deliberately impose unequal exchange on the still unsogia-
lised rural ssctor.Mitra[40]has used the sawe concept
to hypothesise that the rural oblgarchs in India WETe
thwarting the process of industrialisation during the
1960's by engaging in unecaual exchange with the industrial
sector. In all thbse cases the trade is between a '
capitalist and a non-capitalist party, bau[46J has extended
the analysis to the case of two capitalist economies
engaged in trade. The difference between the Enmanuel
and the Sau versions of the theory is that in :
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the former an advanced country is visualised as having

a higher pre-trade profit rate than a backwarc country.
When trade teken place, the profit rate scttles somecwhere
in between. In Sau the post—trade profit rate is higher
in b@th countries than the pre-trade rate. According to
Sag,  he essence of the logic of unsqual exchange is
based on a wage differential between'the advanced and
the backward countrieé. In Sau's symbels, p 'is the

price of the good exported by the backward country, w

is the wage rate and f ig the joR st il et bl e

p = bw + ap(l+r) or p = izg%i:;) R At ot il (o10)

‘wh ere, for 31mp11b1ty it is assumed that the production

of one unit of thie commodlty requires b units of labour
and a units of itself and labour is paid post factaur,
The advanced country imports this commodity (called x)
and exports another commodity (y). Let the unit of
messurescnt of this commodity be sueh that igs

price also equals p. Let us assume that for producing one
unit of g(b— “b) units of labour and (a + a4a) of itself
are reguired. (Note that we are assuming here that the
advanced country has a higher organic composition of
capital.) However, the wage rate in the advanced country
ig higher, Let us say it is Rw where R 1. Also, assume
that the profit rate is equalised in the two countries
when trading takes place., Thus

S S (e “blﬁﬂu_ ; % | (2)
1=(ax 4 a)(Lir) - asele

(1) and (2) imply that

R Lo (b labiRe L
I-a(lr)” 1I-(a+ 2a) (1+T)

e el R l, we get

____b PRI S o Ly b el ) b)
sl 0 As (a4 &) (L)

T
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It can now be shown that the left-hand-side is nothing

but the labour content per unit of x, Similarly, the
right—hand—-side is the labour-content of one unit of y.
Since, by construction, ons unit of X exchanges for one
unit of y, the backward country is giving away more labour-
time than it is getting back in trade. This is the

essence of unequal exchange, Sau then shows that the

equal profit rate assumption can be dropped : the backward
country may have a higher profit rate as well as a lower
real wage rate. Also, the theory does not dependion the
assuuption of balance in trade, The commodify trade balance
hay be positive, negative or zerqg. None of these :conceptua-
lisations is directly applicable to our context, One reason
for this is that some of thesc theoretical models are
dynaaic is nature. One would need time series data over

an extended period of time for testing these theories.
Another reason is that testing these hypotheses would
reguire the elpirical modelling of the entire urban informal
sector of an economy and to place it in opposition to

the core scctor - a task well beyond the scope of the
present project. :

However the Sau version of the theory of unequal
exchange can be adapted for our purposes. The theory
obviously applies to trade between capitalist countrics
only : if the backward coﬁﬁ?{ylis in a pre-—capitalist
state, equation (i)mwiii:CBaée to have any meaning, Thus
we have %o asceftafﬁ;.fifst of all, whether the modes
of production in the perphery'is'capitalistic or nov,
Notice that the simple fact that production techniques
in the periphery is relatively primitive does not make
the periphery non-capitalistic. The important guestion
is whether labour power in the periphery is a fairly
freely marketable good or there are feudalist constraints
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(like bonded labour) on the working of the peripheral
labour market. If such feudal elements are absent, we can
take.. the periphery to be a backward'capitalistic economy.
The unegual exchange theory will then be potentially
applicable to core—periphery trade,

Another stumbling block in the path of direct

application of the theory to our context is the fact that

in our case the trading partners will not be different
cogntries but different parts of the same economy with

no legal restriction on mobility of labour between them.

Why then should there be any wage differential? One

answer to this question would be to go directly’to the

data and show that there is indeed a wage differential,
However, the dewonstration may not be perfectly convincing
since most of the actual wage rates in the core are rates
for various categories of skilled labour while in the
periphcry it is the unskilled wage that is iamportant, and

here is no dopendable estimates of the numbers of

units of unskilled labour that would be eguivalent To one
unit of'Various kinds of skilled labour. A more satisfactory
proof Wouid,involve the dewonstration that interest rate

on loans is highor in the periphery than in the core

Since, then, it would be possible to hold the view that in
the periphery dapital accunuletion is hindered:l2
Accordingly wage rate would be lower in the periphery
if there were any comparable wage rate in the core,

The difference in interest rates would also be
related to the state of the trade balance. When a country
runs into a balance of payments deficit on the current
account it can look forward to relief from international
aid giving agencies or even from its trading partners in
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in the form of credit at relatively low intercst rates,.
Also, the country in question can itself take a nuiber
of steps including devaluation of the n%tlonal cuUrrancy.
None of these solutions would apply in our context since
there is no national boundary separating the core and
the periphery. Thus if the periphery has an iuport surplus
with respect.to the core,this current account deficit
would remain yet the payments have to balance in the account-—
ing sense. Under these circumstances there will take place
what balance of payments theorists call 'accommodating
capital movements'” o Since these capital movements are
compulsory, rather than voluntary, from the point of view
of the periphery, the suppliers of finance capltal can
‘charge cxorbitants interest rates as is usual in cases
of inclastic dcmand, This high rate of interest will then
inhibit accumulation and, therefore, make for a low wage
rate. Thus although the theory of unecual exchange is
valid whatever the trade balance way be, it is on surer
ground if the backward cconomy has a payment deficit.

Another point in this connoctlon is worth commenting
upon, If there are monopoly eleients in 1nuernaulonal
trade (and has been cuphasised by Rob1nson[44] ane: Swapzy [50]
unequal exchange would emerge eveln if there was no wage
difforential. This is clearly seen from equations (1)
and (2): Bven if R=1l, the labour content of & unit of
export of the backward partner (B) would exceed that of
a 001parablu unit of export of the advanced partner ()
SElG- price paid by A Ffor Bls export is less than
the right hand side of equation (1) and/or if the price
charged by A for its own LXport ecxceeds the right-hand-side
(2) i.c., if, in our context, the core has ronopolistic
and/or monopsonistic powers over the periphery. Siwilar
would be the case if the core can practice price discri-
mination between consumers in the core and in the periphery
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in cases where the conmodity consuwed is the same,

Sumnarising, we may say that we can accept the
view that the core—periphery trade is carricd on along
the lines of unecual exchange if (&) the periphery turns
out to be:.a backward capitalist economy rather than a.
feudal one and (ii) the rate of interest on financial
capital is higher in the periphery than in the core. 1T,
in addition, the periphery has an import surplus with
respect to the core and/or there is evidence of unfair
pricing dictated by the monopolistic power wieclded by
the core, the claim will be strengthencd.

In the core-periphery trade the excess of the
amount paid. out by the periphery over what is received
by it from the core would represent the 'iaport surplus!
of the periphery. It is this intersectoral trade that is,
for our purposes, the basic question. The question which
acts of 8ale or purchase (i.e,, which parts of the
survey data on 'who buys what from whom') deserve
analysis from our point of view has to be decided against

Bhis criterion,

The. 'Subeuployment' Rate

As stated before, analysing the relevance of the
Se.L.M, theory in the context of the LDC's was one of the
two purposes of the present research project. The other
purpose was to fill up some large gaps in the existing
eupirical literature on labour markets. Although, as noted
before, rural-urban migration has been recognised as the
main cause behind the proliferation of the informal sector,
there is a disheartening leok of data regarding many
iiiportant cconomic characteristic of migrant as well as
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non-migrant workers. The proposed project aimg at filling
this gap not only because it is expected that data on
some of these characteristic will have a bearing on the
core—periphery relationship but also because that would
be an achievement by itself., l

One group of fhese characteristics relates to
the saﬁing behaviour of the workers : the amount of
savings, the mode of its utilisation, the pattern of
remittances (if any) outside the urban econony etc.

Another relatively unresearched characteristic,
however, deserves not only a special cention but some

elaboration. It relates to excess labour supply in general
and disguised unemployment in particulaer,., Papers relating

to the se¢ohd broad group of issues mentioned at the

very begihning of Section I have dealt with the estimation
of disguised unemployment in the rural sector;l4 and
covert or open unemployment in the urban sector (see,

for exgmple, Dholakia[li],ln comparison very little has
been done by way of estimating the amount of excess

supply in urban labour markets.

We have argued elsewhere that the proper measure
of excegs supply in urban labour markets is pot the rate
of unemployment but what has been called the rate of
'ﬁgbﬁmpigxggnﬁ';lg We were able to show there that
uwnemployument rates in the urban areas of West Bengal were
gtatistically unrelated %o gome indices of indusirisl
expansion and general socio—economid development., In
defining .'subemployment' we considered not only the
openly unewployed but also (a) the'involuntary port-time
workers, (b) the 'discouraged' workers and (c¢) the disguised
uneaployed, We explained the theoretical grounds for

e 24
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preferring the subemployment rate as an alternative
social indicator. Empirical estimation of this rate,
however, was not atteapted there.

The standard sources of enploymnent data in India
izt 2 bhe Nationai'Sample Survey, the Census and the
Employment Exchange registers do not provide data on the
discouraged workers or the disguised unemployed. Even
the estimates of open unemployment in these sources are
open to serious objections (see Sen[47]). Neither have
we come across any other source of data that would help
us to estimate the subemployuent rate. On the hotional
level it can be easily seen that the problem of estimating
disguised unemployment in urban areas would be esseﬁtially
different from that of estimating it for the rural
economy. In the rural sector the work intensity per-worker
on the small family farms is typically lower than the
'norm'! (however it is defined). This has provided the
basis for most of the suggestéd methods for measuring
disguised unemployment (see, for instance, lMehra{38]). In
the urban areas, however, the substitution of human labour
for the searce factor, capital, is the typical phenomenon
in the periphery. The work intensity per worker would here

be bigher than the norii, The typical worker is, therefore,
overworked rather than underworked.

As explained by us in [2] in detail, the most
reasonable and realistic way of estimating urban disguised
unedploynent would be to define a 'nmormal' wage rate
and calculate the number of hours that the typical urban
worker would have had to work if he was able to earn the
normal wage per hour, If this falls short of the standerd
number of working hours he is to be counted as a disguised
unemployed,
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The present project would try to estimate (at
a nmicro level) the rate of disguised unemployment and
the proportion of discouraged workers as well as the more
conventional type of unemployment, and to arrive at an
estimate of the subemployment rate. G :

Both the testing of the core-periphery distinction
and the delineation of the economic characteristics of
the workers (e.g., the saving behaviour, the subemployment
rate etc.) were carried out separately in migrant and
non-mnigrant residential concentrations in order to
examine whether the nigrant/non-nigrant distinction and
any bearing on the relevant issues,

Sumnary. of Objectives

i Summarising the points discussed above, we can
state that the present research was a (micro-level) study
of an urban labour market in India and sought (i) to
ascertain whether the core=-periphery trading hypothesis
is a realistic description of the existing situation in
such labour marketé;:(ii)_to'delineate the exact ways
in which the core—periphery'rélationship operates;

(iii) to determine the cconomic characteristics of the
workers (with special reference to saving behaviour and
the subemployment rate); (iﬁj to test whether the core—
periphery relationship affedts'these econouic character-—
istics; and (v) to test whether there is any interrelation
between the migrant/non-migrant distinction on the one
hand and the core-periphery relations or the above-
mentioned economic characteristics on the other.,



3. THE SURVEY

The data requiréd for testing the core—periphery
hypothesis or estimating the subemployment rate are not
svailable in secondary sources, the Census, the NSS and
the Employuent Exchange Registers. This observation is
valid generally for the labour market in India as a whole
but applies with a special force to the city of Calcutta,

The micro-level studies that have been carried
out on Calcutta g labour market since mid-1950's (see ben[43]
CbDA[lO]{BB}have not generated data required for the
present purposes. Given the resources and facilities we have
surveyed only twor residential concentrations of workers
in Calcutta City - one inhabited predominantly by
nigrants and the other by non-migrant workers to get
fhe data required to test the hypothesises.

Choice of Bustees

The criterion of cholce among the hundreds of
bustees in Calcutta was prov1ﬂed by wvarious considerations
including the degree of sharpnuSo with which the dwellers
of the bustees were divided bpﬁwee 'intersectoral'! and
'intyasectoral' traders. Bustees with a prepondﬂrencé
of ambiguous cases were to be aveided. On the other hand,
we necded a gizeable number of observations in gach
class of traders since, if either class wgs nearly enpty,
it would have been difficult to relate the core—perlphery
theory to the differences in the ceconowic characteristic
of workers. At the planning stage we considered it unlikely
that all these requirewents would be fulfilled by too
nany bustees. However, if there were two or more bustees
satisfying these criteria the final selection auong then
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was to be random., Prior deternination of whether a
particular bustec was inhabited by 'locals' or nigrants
was not considered Lo be too difficult. Although the
Census does not publish tables on places of birth by
bustees, this information was Svallable freom etheryis . .« 2 oo 0
surveys:."16 Ve compiled a list of 12 pairs of bustees — ' o
each pair consisting of one migrant and one non-nigrant

bustee and in the final randonm selection the pair that .

came up was : tho Nandibagan (non-nigrant) and the

Pilkhana (migraﬁt) bustecs, These bustees were located

in Howrah, within the Calcutta Metropolitan bDistrict.

Bven at the planning'stage we were of the opinion that

the surwvey of thess two residential concentrations is

expected to provide_usaful insights into the working of

the labour market in Calcutta. Since Galcutta was not

a typical as a large city in an LIC, the broad -

qualitative conclusions were expected to be applicable

to other LDC's as well.

Sanple Deglign

The micro-study of the two selected bustees was
in the nature of a survey. The house-hold was the sample
frame. It was the heads of the households who were
interviewed but the data related to all members of the
households. - - )48

Since the bustees comprised about 1600 faumilies
with an average of 3.5 adult~-equivalent members in each
family end since we had to collect data:relating to all
the members of the household (this being & labour market
study), the‘complete enumeration method was found to be
infeasible in view of the limited time and resources.:
The problen was compoundéd‘by'the fact that for answering
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many of the basic questions we needed a lot of information
friom each household. Therefore, we decided to go in for

a sample study. In each bustee a sample exceeding 10 per
cent of the population was taken.,

Usiing & short cuestionnaire (soliciting just
the names and addresses of the heads of households and

one or two other characteristics e.g., the migration
status) we made door—to-door visits cntirely covering the
two bustees. On the basis of this listing (which included
about 1400 nemes of heads of households) we draw our
random sample, There were 69 sampled households in
Nandibagan and 91 of them in Pilkhana . (Altogether about
640 individuals were covered, } As expected (on the basis
of the casual ezpiricism mentioned earlier)Nandibagan came
out to be a pre—dominantly non-mnigrant bustee. Pilkhana
turned out to be a migrant bustee, :

The exact breakdown of the sample is given in

Table~-l.
AR T, =l
MIGRATION STATUS OF THE SAMPLED HOUSEHOLDS
Name of the Bustee Migrant Non-migrant
Nandibagan 20 49
Pilkhana L6 6 25

Heads of Data Collegtion

The broad items on which inforwation was collected

for this study were as follows :

(1) Mode of employment (family labour, wage labour, self-
enployment, etec.);

(2) Nature of contract (presence or absence of formal
labour contract, licensing etc.);
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(3) Labour aspects of the mode of production (wage and
non-wage benefits and obligations, extra—economic aspects
of employer—employee relatioﬁs,'etc.);

(4) Nature of clientele; .
(5) Prices of factors and products (paid and charged);
(6) Income and indebtedness;

(7) Tomms (purpose, source, etc);

(8) Saving and utilisation of savings (hoarding,
investment, remittances, etc.);

(9) Bmployment status;

(id) If.emplajment was part-time, whether the partial
nature of employment was voluntary or involuntary;

(11) If unemployed, whether the person was a discouraged
worker; ]

(12) Conventional data on hours of work,'personal and family

characteristics, migration status, cifiiee
4, TESTS OF THE HYPOTHESES

The Hypotheses

On +the basis of what has been said in the proceding
sections, tests of the following hypotheses are important :

(&) The bisectoral theory of the urban econony is
neaningful in view of the difference in the mode of
prodﬁction in the two sectors. (i.e., the difference goes
deeper than the differences of size, proportion of migrants
etcy emphasized in the existing literature.)

(2) The core—periphery theory (i.e., the concept

of the peripheral sector of the urban economy being
engaged in trade and unecual exchange with the core) is

a valid description of the way in which the two-sector
urban economy works.
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(3) Workers in the periphery usually do not have
formal job contracts.
(4) There is a systematic difference in income per

head between the two sectors.
(5) The core-priphery relations operate mainly
through a process of unequal cecxchange;

(6) The open unemployment rate is higher among

the local workers than among the migrants.

(7) ‘The proportions of the involuntary part-time
workers, the discouraged workers and the disguised
unemployed are higher among the migrants than among the
local workers., :

(8) The éubemploygent rate is higher in the peri~
phery thans ynthel eore, )

(e Workers who are residents of the periphery but
employed in the core have positive savings but thesc are
not utilised productively, . :

(10) Local workers in the periphery have negligible
savings. ' ;
{d41) Migrant workers send nost of their savings

outside the ¢ity of Calcutta.

(x2) The periphery is serviced largely by the informal

financial market,

Hypotheses (1) = (3) and (5) do not need any
claboration. The need for testing (4) arises from the
fact that some economists have tried to establish that
income per head in the 'informal' activities is, in fact,

‘higher than that in the formal sector%l7. Thus, the

hypothesis is not as non-controversial as it at first
seems to be. Hypotheses (6) - (8) have to do with the
relation between estimates of excess supply of labour
and the migration status. Rest of the hypotheses are
based on popular notions about the working of the
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peripheral labour market. Section 6 below will further
clarify how the different hypotheses listed above fit
into the central theme of this work. |

I+ can be seen that these hypotheses will
cru01ally affect optlmal policies in the labouw market.
The peolieiecs. for income generation in the periphery would
depend on the nature of the 11nkages between the core
and the periphery and of the differences between the two.
Whether or not optimal policy formulation should distinguish
betwéen the migrants'and-local workers as target groups
will also be related to these hypotheses. The exact way
in which the migrant/non-migrant distinction is entangled
with the coreperipheny distinction will obviously be one
of the principal determinants of-policy. The data expected
to be gathered on the many heads listed at the end of the
previous section will be of immense help in quantifying
the qualitative policy comnclusions derived from the hypothesis.

(1) In testing the first hypothesis we have dlstlngulshed
distinguished three different modes of praductlon =
purely manual, use of hand nachines and use of power—driven
machines, and collected data of workers using .these three
modes of production. It is observed that 23.79 per cent
of the total workers numbering 311 (of whom 173 are
migrants and 138 are non-migrants) in the two residential
eoncentrations use hand machines or power—driven machineé.

The details of the relevant data and results are shown
Jim S Eiie 2,
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TABIE = 2
DISTRIBUTION OF WORKERS USING HAND-DRIVEN AND
POWER-DRIVEN MACHINES

Percentage of Workers using the Mode

Modes of Pro ion
es of Productio alone

..Iligrant Workers Nop-migrant workers TOLA
1. Hand-driven
nachines P2 2 14.49 15550
2. Power—driven :
nachines Fa2b 115 59 10.29
S OTUART 21,97 26,08 2519

The percentage of workers using hand-driven
nachines among migrant workers is 12.72 and among non-migrant
is 14,49 while among total workers it is 13.50, The percentage
of workers using power—driven machines is 9.25 among migrants
and 11.59 among non-migrants while it is 10.29 among total
workers. The percentage of workers using both hand-driven
machines and power-driven machines anong migrants work out
o be. 20,97, Itid e 26,08 arong non-migrants and 23.79 among
all workers, Since the percentage of workers using both hand-
operated . machines and power-driven machines is only 24 in
the periphery while in the core sector it is commnon knowledge
that most of the workers use modern modes of production,
there exists e substantial difference in the modes of

roduction between the two sectors of the urban economy,

Another striking feature in this connection may be
noted. In the periphery migrant and non-migrant female
workers do not use any modern method of production (i.e.,
hand-operated machines or power-drifen machines) ., Among the
migrant males the percentage of workers.using hand machines
18 17.75 and that using power-driven machines is 12.90., The
respective percentage among non-migrant males are 14.49 and
11.59. This also conforms to our hypothesis.
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(1i1) Our second hypothesis was that the core-
periphery theory is a valid description of the way in which
the two sector urban economy works. This hypothesis has been
tested on the basis of the importance of the export irade
.0f the periphery to the core relative to total income of the
periphery. In the total export trade of the periphery to the
core we have included the value of net exports of manufactured
goods of the periphery to the core and value of labour
services exporteéd by the periphery to the core in the form
of wage labour serving outside employers and self-employed
labour catering for outside clientele, It is observed the
sald percentage share of total net exports from the periphery
to the core im substantially high (Table 3).

TABLIE" =13
TOTAL NET EXPORTS OF THE PERIPHERY TO THE
CORE AND INCOME OF THE PZRIPHERY

e

g st

Category of Net exports to . Income of the Percentage share

families the core (in Deriphery (in . .of. net jexports to
000 rupees) 000 rupees) income of the
' periphery
Migrant Sillirt Bl 15.26
Non-migrant i 508 42,60
TOTAL . 58.1 101.9 oL 02

While the migrant families export 73 per cent of
their inéome to the core, the said percentage for non-
migrant families is 43, the overall percentage being 57.
Since the percentage share of exports from the periphery to
the core is high, our second hypothesis is accepted.

The judgeuent that these percentoges are 'high' can
be arrived at by cowparing these figures with tiose for the
importance of international trade in the national income
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of a country. For instance, it is held by common consent
that India has a 'significant' trading relation with the
rest of the world. Yet exports constitute merely 6 per cent

ENeS]
of India's national i}flc:ome‘.‘“8

Trading relationships, of course, includes import

.as well as export activities. However, we did not bother to

test the importance of imports into the periphery from the
core., Life in the periphery was seen to be dependent on the
core on every account from the basic necessities of life down

to the smallest ‘accessories.

We conclude therefore, that the formal and the
informal sectors of the urban economy do not live their
separate existence, the working of the periphery is signifi-
cantly influenced by its trading relationship with the core.

(iii) Our third hypothesis was that workers in the
periphery usually do not héve formal job contracts. This
hypothesis has been tested in the case of both wage labourédrs
and self-employed workers, It has been observed that the
percentage of wage labourers having written job contract is
23 for migrant wage labourers and 19 for non-migrant workers
(Table 4)., Among the self-employed workers none turned out to
have a formal license. (In some cases, of course, licenses
were not required.) Since the vast majority (more than 75
per cent) of workers do not have formal job contract, the above
hypothesis is accepted.
TABLE - 4
PERCENTAGE OF WAGE LABOURERS HAVING FORMAL JOB CONTRACT

Type of Family Percentage of wage labourers having formal
job contract

Migrant 25

Non-migrant 19

TOTAL 21
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(iv) The fourth hypothesis concerned the eX1stence
of a systematic difference in income per head between the

two sectors. In the periphery per capita income works out to
be Bs. 128.85, income per worker is Rs. 327.71 (Table 5) e

TABLE - 5

MONTHLY INCOME PER CAPITA OF MIGRANT AND NON:-MIGRANT
FAMILIES IN THE PERIPHERY .

Type of Total income No. of No. of Per capita Perworker

family (Bs. '000) menbers workers income (Bs) income (Rs)
Migrant LU S 175 L)) 295,39
Non-migrant 50.82 404 138 12578 368425

TOTAL 1els92 791 sHEE 128,85 Rl L

Average income of the wofkers ir the migrant families
of the periphery is Rs. 295.39 while that in the non-migrant
families is Rs. 368.23, In the core sector average income of

the workers is substantially higher than in the periphery.

For instance, the averege minimum wage (monthly)in engineering,
Jute, cotton,glass, rubber and paper industries is Rs. 488.94
Tor Group A or unskilled workers., Monthly wage for Group B

Or gemi—-skilled workers in those industries is, on the

average, Bs. 544.97 and that for Group C or skilled workers

A S RS SR G4 ( Nabilie 6 -
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TABLE - 6
HONTHLY INCOME OF WORKERS IN SOME COREZ INDUSTRIES

i

Name of Monthly wage of workers inm .

Industry Group A or Group B or Group C or Average
Unskilled Semi-gkilled Skilled
Zngineering 47570 751.90 794.90 6F5R50
Jute 682,00 682 .00 682,00 682.00
Cotton 665,25 665.25 665.25 665.25
Glass | 363400 383,00 433,00 393,00
Rubber 382.00 ¢ 393100 419,00 358, 00
Paper 367 .67 394,67 4443 67 401.3%4
AVERAGE 488,94 544.97 572,64 535.52

s P - A s

All these are to be cowpared with Bs. 327.71 which
ig average monthly income of workers in the periphery. Thus
the hypothesis that there is a systematic difference in income
per head between the core and peripheral sectors of the urban

econouny is accepted.

It should be noted that this contradicts the Breman

view that the formal-informal seguentation of the labour

market is irrelevant because some persons in the informal
gector earn more than some persons in the forwal sector.
Indeed, from the general methodological point of view this
rosition is cléarly untenable, This would be similar to
holding that there is no distinction between a developed
and an underdeveloped country because the richest men in an
underdeveloped country earn more than the poorest men in

& developed country. The scientific question involved here is
whether the over-all income distribution (encompasing both
Tthe core and the periphery) is bimodal or unimodal. Since
we have already shown that the periphery constitutes



an ecconomic system in its own right in our case the guestion
takes the form whether the central tendency of the income
distribution in the periphery 1is significantly lower than
that in the core. The cuestion has now been answered in the
affirmative.

(v) It has been hypothesised that the core—periphery

trade runs along lines of unequal exchange.

As explained in Section 2, we test this hypothesis
by checking whether the peripheral labour market is & reason=
ably free one and whether there is any significant difference
between interest rates charged on loans in the core and in
the periphery.

In the survey data there wés no evidence of any
sxtra—cconomic relation between the employer and the emnployee,
However, we have explained earlier(in Section 2)that even if
there was such evidence, this would not have implied that the
periphery was non-capitalistic in nature. More important
is the finding that the percentage of unfree labour is zero.
This was sSeen to be true whether the peripheral wage earner
was employed in the core or in a peripheral production unite
So far as the self-employed workers were concerned, it was
seen that they could sell their labour to whom they chose to
do so. Indeed both wage workers and self-employed workers - _
appeared to act rationally on the basis of an implicit: net
cost-benefit analysis. All the families surveyed could cite
their income and expenditure data fairly easily. Also, the
survey showed that 'discouraged worker' phenomenon was abgent
in the periphery. Whoever * could work was looking for work
or for better jobs implying that there was no restriction
on labour movement within the periphery. The evidence,
therefore, shows that labour-power 1s a fairly free
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in the periphery. The pcriphery may be téchnologically
backward but basically it does represent a capitalistic system.

The average interest rate charged on loans in the
periphery was seen to be very high., For instance, the migrant
families pay an average interest of 28,13 per cent per annum
on loans, For non-migrant families the figure is 29.52. I%
should be emphasised that these are avefage figures and
that some of the loans were taken from friends or relatives
at a zero interest for personal purposes. These were not,
therefore, what we understand by commercisl loans. If we take
the cases of positive intercest rates only, the average rate
would be about 100 per cent for both migrants and non-migrants.
(In the periphery, however, it is often difficult to separate
personal from commercial loans.) This is to be constrasted with
the 15 to 18 per cent rate of interest paid by the investors
in the core?lg i

The difference in interest rates was reflected in
the difference in wage rates. In respect of wage rate it is
seen that in the periphery labourers are paid low relative
to those in the core., In the periphery the average wage rate
per hour works out to be Rs, 1.28. It is lower for migrant
workers than for non—migrant workers and for female workers
is much lower co=parcd to nale workers (Table 7).

TABLE — 7T
WAGE RATE PER HOUR IN THE PERIPHERY (RUPLES)

e ans - e s o ek et i in

Male Female - TOTAL
Migrant workers Ta38 Qi .19

Non-migrant workers 1.64 0.49 1.41

- e e —

TOTAL 1o50 1 Ge6S 1.28

e - . S e e A i -
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In the core scctor the wage rate per hour is
obviously higher. The average minimum wage rate per hour
in this sector is Rs. 2.04-in the Group A or unskilled category
of workers in the engineering, jute, cotton, glass, rubber
and paper industries, BRs. 2;27'infGroup B or Seni-gkilled
category, and R, 2,39 in the Group C or skilled category
(Table 8).

TABLE - 8
WAGE~RATE PER HOUR IN THE CORE (RUPEES)

FENEIP s

(R A e M S A A A e A - e A i

Name of , _Wage Ratet (Rupees) OpervHoup 3n .00
Industry Group A gr "Group B.or Group C or Average
Unskilled Semi-skilled Skilled
Category Category Category
Enginecering ALSE o ] ST 20
Jute : 2.84 2.84 2.84 2984
Cotton 2 21T 2501 2l
Glass S E6 k.59 eS80 1,68
Paper E6k, 1.64 1y Ed: T2
Rubber 1,66 1563 - L 1,68

The average wage rate per hour for these industries
in all categorics of workers in the core sector works out to
be Bs. 2.24 which is less than the average wage rate of
Bse 1.28 in the periphery. We, therefore, accept the hypothesis
of unequal exchange between the core and the periphery.
However, the case for the hypothesis can be strengthened by
noting that for families surveyed in the two ‘bustees there
was an excess of purchases of commodities and services from
the core over .sales to the core. The import surplus was of
therordiere, of\Rsi 54655 for’ migrantes” and Rs.” 25,806 for . - . .
non-migrants,
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Since we arrived at these figures on the basis of
our random sauiple, it appears to be a safe guess that the
overall deficit in the balance of trade for the two bustees
teken together would be about Bs. 3 lakhs., .We must note that
these figures exclude the direct sale of labour services to
the core (i.e., bustee-dwellers performing wage labour in
the core). If we include these Bales in the calculations,
the non-mnigrants still seem to have an import surplus of
about M. 4,717. The migrants, however, would then have an
export surplus. But our thcorctical discussion (in Section 2)
makes 1t clear that the theory of unequal exchange applies
to merchandise trade only., A bustee-dweller engaged by the
core would always get the benefit of the core-sector wage
rate. Directlabour is subjected to exploitation through
more traditional means : they are paid less than the wvalue
created by them, This latter type of exploitation is not the
focus of the present study.

There is also some evidence of discriminatory
pricing practices on the part of the core. So far as most
of the articles of consumption are concerned the data did not
reveal any significant price differential‘zo Even here,
however,  there are reasons for suspecting an unfavourable
deal for the periphery. As expected, most of the constituents
of the periphery have sub-normal volumes of consumption, A
peripheral family inevitably buys a much smaller number of
physical units of the articles of & consumption than a fawmily
in the core, This was clearly seen in the responses to the
guestionnaire and also conforms to intuition- - Now, it
is well-known that there are substantial economies of scale
in living expenses. larger volumes fetch greater discounts.
Small purchascrs are, therefore, at a disadvantage. This
factor will be hidden if the price data are quoted in, say,
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per kilogrem terms but actual purchases are, say, in amounts
of 50 grams., Thus there are grounds for suspecting diserimina-—
tory priéing in the case of articles of consumption. Although
these articles are sold in the periphery through small shops
the prices are determined largely by the wholésalers who are
hot constituents of the periphery. The small shop=owner

ekes oub  a bare existence. Though he places his orders for
quantities that scem to be bulky, he can not compete with
couparable shop-owners in the core. There ig, therefore, some
indirect evidence of price discrimination by core sector

wholesalers.

In cage of housing}the evidence of discrimination is
more direct. In most cases landlords in the bustecs are
absentee landlords — the so-called 'thiks tenants'. Thus 1%
is the constitusnts of the core who determine the rate of
return on housing in the core énd in the periphery. In the
periphery it was séen that on an average a'Kutcha' dwelling
unit measuring 100 square feet cost Bs. 1,025 while it
fetched a monthly ront of Bs. 25. The annual rate of return is
thus about 30 per cent, In the formal sector the rate of
rentsl return on housing is stated to be about 14 per cent,
mherefore, there ig evidence of substantial discriiination
in the price of housing against the periphery. All told,
thercfore, the core-periphery unequal exchange hypothesis
appears to be quite strongly supported by the date thrown up
by the survey.

(vi) Owr sixth hypothesis was that the open
unemployilent rate is higher among the local persons than among
the migrants. We have calculated the dpen unemployuent rate at
two levels — one relstive to total population and another
relative to total labour force in the working age group. Our
survey gives the results as shown in Table 9 .
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TABLE = 9
OPEN UNEMPLOYMENT RATE AMONG LOCAL AND MIGRANT PERSONS

Type .of Open unemploypent rate (Percentage)
Faomilies : : o
Relative to Population Relative to
Male Female Total labour force
Local 9.18 o1 i) 5110, 14501

Migrants 2.69 Hoaoil 5O 8.07

- — s

e T 0 i PRSI

The open unemPloyment rate relative to total popula-
tion and to both male and female population as well as
relative to total labour force in the working age group

(15-59 years) is seen to be higher among local (non-migrant)
persons than aimong the migrants, While the said rate relative
to total population is 9.15 per cent among locals, the sane

is 5.01 among migrants, The said rate relative to labour

force in the working age group is 14.01 among locals while

that is 8.07 among migrants.

(vii) Our seventh hypothesis stated that the propor-
tions of the involuntary part—time workers, the discouraged
workers and the disguised unemployed are higher among the
migrants than among the local workers. In our final survey
the number of the discouraged workers is found to be nil.,

The discouraged workers have been defined as those who are
unemployed but do not‘look for jobs because the prevailing
labour (em?loyment) conditions in the labour market discourage
them to do so. We have tried to make an estinate of disguised
unemployment from our available data. We have had data on

the actual working hours per day and the déily income of each
worker. We have estimated the number of hours for which the
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worker should work to earn the same daily income had he
earned the standard wage rate which was prevailing in the
core sector., We have deducted this standard working hours
from the actual working hours and the surplus hours have been
defined as the volume of disguised unemployment. So defined
the disguised unemploymcnt has been estiusated to be 628
man-hours among the migrants. We have calculated the percentage
of this disguised unemployed hours to total working hours
both for migrants and non—-migrants, It came out to be 44.4
for migrants and 34.1 among non-migrants. The percentage of
disguised unemployed houré to total labour force hours in the
working age—group works to be 32.44 among migrents and 18,13
anongilocal workers, This'iﬁdicates that the disguised
unewploynent rate is higher'émong the migrants than among

the non-migrants, : ' '

As before, we have calculated the proportion of
involuntary part-time workers at two levels — one in relation
to total population and another in relation to total labour
force in the working age;gioup. The proportions of the involun-
tary part-time workers arc also observed to be higher amnong
the migrants than:among the local workers (Table 10).

TABLE - 10
PROPORTIONS OF INVOLUNTARY PART-TI#E AND DISGUISED
UNEMPLOYED WORKERS AMONG THE MIGRANTS AND LOCAL
WORKERS (PER CENT)

Types.of Proportions of involuntary Proportion of the

Families part-time workers disguised unem-
Lo Total Population . To Total pleyed Hours
Male Female Total Labour IL] To
- force Actnal - Iabour
Working Force
_ s g, o e b Houpsin P Hoyrgst
Migrants  0.81 Bigile Cnbs 2.47 44,40 3244

Locals 0.76 1568 25 1.89 34.10 18500

— i o e
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The proportion of involuntary part-time workers
to total population among migrant workers is 1.53 per cent
which is higher than 1.23 per cent which is the said proportion
among local workers, The said proportion to total labour
force is 2.47 per cent among the migrant workers while that
is 1.89 per cent among the ldcal workers., The proportions
of involuntary part-tiue workers and disguised unemployment
are observed to be higher among the migrants than among the
local workers.

'As is shown in the table in case of disguised
.anemployed the difference between the estimates for the
migrants and the locals is of the order of about 78 per Cent.
In case of involuntary part—time employment there can be some
doubt whether the difference is significant in the statistical
sense, For male workers the difference here is of the order
of about 6.5 per cent, For female workers it was about 40
per cent while for both male énd female workers taken together
it was about 20 per cent, From these percentage figures we
form the opinion that the hypothesis in question is accepted
so far as disguised unemployuent and involuntary part-tiue
unemployment is concerned since . the hypothesis was stated
for male and female workers teken together.

So far as the percentage of discouraged workers was
concerned, however, the hypothesis is rejected since, as
already stated, this rate was found to be zero for both
- migrants and non—migrants.

(viii) Our next hypothesis has been that the
subemployment rate is higher in the periphery than in the
core, The subemployment rate is defined to be the sum of open
unemployment, part-time involuntary unemployment, disguised
and discouraged unemploywent, Since discouraged workcrs are
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zero in number, we add up the first three rates to arrive at
the subemployment rate (Table 11). ‘

VAN S Eil]!
SUBEMPLOYMENT RATE IN THE PERIPHERY (RELATIVE
TO LABOUR FORCE) (PER CENT)

e i

e

Type of & Open unenploy— Involuntary Disguised Total
families ment rate part-time unemploy- ]
: unemnploy- ment rate
ment rate
‘Migrant 8.07 2% T B2 sl 42,98
Non-migrant 9Ld5 1.89 SRS 290531
TOTAL 8,63 : abibie o 25.08 35,87

The total subemployment rate relative to total
labour force is estimated to be 35.87 per cent in the
periphery, 42.98 per cent among migrants and 29.37 per cent
among non-nigrants or locals.

Now, a refutation of the hypothesis would involve
coiparing the figures of Table 11 with corresponding figures
for the core, Bstimates of core sector subemployment rate

are, however, unavailable,

However, on the basis of the data collected in NSS
32nd round (1977 - '78), the Planning Coruission has arrived
on some unemployment estiwates for 1980, According to this
~ estimates if we use the 'daily status' concept of employment
(where a person'is considered to be gmployed if he worked for
four hours or more during a day in the 7-day period preceding
the time when he is interviewed), 19.17 per cent of the
Indian labour force (pcgple aged between 15 and 59 years)
was upemployed in #March, 1980, Note that this unemployment
figure includes all persons who were, for one reason or
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another, actually working less than 4 hours & day, (so that

the concept comes close to our open plus part-time uvncxployuent
ond ‘'discouragement . However, this is an all-India

estimate. Thus, even this figure of 19.17 has an upward

bias for our purposes. If we exclude the rural sector as well.
as the urban peripheral sector in order to arrive at an
estimate of the core sector subemployment rate, it would
undoﬁbtedly be much lower. Although there is no mention of
disguised unemployument here, it is obvious from our method
of calculating the rate of d;sguised unenployuent in the
veriphery that this rate can not turn out to be positive in
the core if core sector workers are paid legal wage ratcs.
On the whole, therefore, we decide to accept the hypothesis.

(ix) It has been hypothesised that workers euployed
by the core have positive savings but these are not utilised
productively. To test this hypothesis we have calculated the
volumne of savings of the working families in the core secctor.
But in the absence of data on utilisation of saving, we
have trizd to arrive at an approxiuation by means of calcula=
tion of the percentage of productive assets in total asgets
which are financed from own sources or past savings. It has
bean observed that more than 60 per cent of savings of the

a

workers engaged in the core was spent on unproductive
figccts (Table 12).
' TABLE - 12
UTTIISATION OF SAVING OF THE BUSTEE WORKERS ENGAGED IN THE CORE

Type of families Saving Ratio Percentage of unproductive
' assets to total assects finan-
ced from own source .

—

Vigrant : 185 : 73-5f“'

Won-migrant G 6152
TOTAL 4.5 64,42

S — R - s ae e



The workers in the core have positive saving ratio which is
higher than 14 per cent but most of these savings are
utilised unproductively.

(X) Another related hypothesis has been that the
local workers in the periphery have negligible savings.
This hypothesis is tested on the basis of saving-ratio
(i.e., the ratio of saving to total income) of the local
(i.e., non-migrant) workers., It is estimated that the said
ratio is 6,40 per cent which is definitely far above zero.
This indicates that the saving ratio of the local workers
in the periphery is not negligible.

(x1) It has been hypothesised that the migrant
workers send most of their savings outside the eity of L
Calcutta. This has been tested on the basis of data on total i
amount remitted relative to total gavings or surplus ?
genersted owt of income, It has been worked out that the
percentage of remmittances to total savings is 89.09 in
respeet of migrant families,

(xii) The last hypothesis has been that the
periphery is serviced largely by the informal financial
market. For the purpose of this hypothesis, banks, other
financial institutions, provident funds etc. (in other
words loan sources which are legally approved as such) were
considered to foru the formal financial market, Other
loan sources constituted the informal financial market,
This hypothesis may be tested at two levels - number of
loans and amount of loans. We observe that the percentage
of the nuwber as well as the awount of loans financed by
the wnorganiscd sources is very high (Zable 13),
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TABIE -.13

IuPORTANOE OF INFORMAL FINANCIAL HARKET
IN THE PERIPHERY

Typeo of famlly Perccnuage of puuber of Percentage of the
_ loans financed by infor- aiiount of loans’
nal financial market financed by informal
financial market

Migrant 6666 49.20

- et N

Non-migrant T8l 80.09
TOTAL : T1.43 ‘ 69,14

e s

More than 71 per cent of the number of loans is financed by
informal financial market., About 70 per cent of the amount of
loan is financed by this source.

In summary, therefore, results confirm in nost cases
our preconceived notions about the working of the urban
peripheral economy. There is, indeed, a rather sharp distinc-
tion between the core and the periphery of the econouy. These
two-parfsmvf thé’ﬁrban system do not live their scparate
existence; they are cuite intimately linked with one another

* through trading activities. Moreover, terms of this trade

does not geem to have been very fairly determined, So far as
the subemployment rate is concerned there is a substantive
difference between the core and the periphery. Also, most of
the popular notions about the other characteristics of the
infornal labour market were confirmed with one important
exception, The data do not support the view that the
periphery has a negligible rate of saving. It should be noted,
however, that result actually strengthens the present
analysis, In the terminology used in Sau'[46] e can gay

that the unfair naturc of the core—periphery trade makes
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the periphery an 'underdeveloped' rather than an 'undeveloped'
economy, the téchnical difference between the two being that
while in an undeveloped econdmy there is no growth because
there is no investible surplus, in an underdcveloped economy
 there is a surplus 'but growth is still absent because this
surplus is siphoned away to its more developed (and still
dGVeloping)trading partner.

Seiondtlale Grioin of ine Tests

; Before .concluding this section we note that most
of our tests of hypotheses are based on a simple comparison
of percentage figures. However, although no sophisticated
test -statigtic is used, our tésfs are actually quite rigorous,
It is a basic result in the theory‘of statistical inference
that if saipling is random, sample mnean and the sample propor-—
tion are upbiassed estimators of true population mean and popu-
lation proportions irrespective of the population distribution.
If the population distribution is not normal and if the
sample is small in size they may not be minimpm Yoriance
unbiaged égtj;atgxg_(ﬂvﬁﬁ) i€, anong different possible o
unbiased estimators they may not have the smallest variance.
LHowevef, even this caveat does not apply in our case. In
most cases our underlying population distribution is of the
binomial type. Consider, for instanceg_fhe texperiment' of
epproaching a bustee-dweller and enqdiring whether he is
uncuployed or not, Clearly, there are only two 'outcoumes'
of this experiment : either he is unemployed or he is not, If
we now repeatb this:experiment for all the members of the
sample and assume that the probability :of the event that a
particular member is unemployed does not affect the.
probability of the event that another member is unemployed,
we get what is kmown,in statistics,as a series of Bernoullian
triasls. The proportion of unemployed person in the sample
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will be in statistical terminology, the proportion of

tsuccesses'! in this series of trials, The population A

distribution of the pumber of successes in a series of such
trials is given by the binomial distribution. Now, another
result in infcerence. theory states that in a set of Bernoullian
trials the sample proportion of 'successes' is an MVUE of
the population proportion. Moreover, it is a gonsistent
and efficient estimator of this parameter., It cam. et
also be shown that it is 'sufficient' in the sense in which
this term is used/by R.A., Fisher, Finally, it is a maxinum
likelihood estimator. At this point we can also apply the
result that in a larse sample the many non-normal distributions
can be taken to be approximetely normal, By conventional
standards our sample size can be adjudged to ke large. The
probability dlutrlbutlons of the different wvariables in
our case can, therefore be taken to be nearly norial,
We can then apply the result that the sauple mean will be

n MVUE of the true mean in the populatlon. Again it will

also be consistent agﬂmgiiigiggi‘as well as sufficient.

B Our 'simple!  test procedure, thus, appears to be quite

securcly grounded in statistical theory. (For proofs of

the various statistical theorens referred to above and their
further claboration sece, for instance, Mood and Graybill[41],
Hogg and Qraigq[29}.

5. SOME ADDITIONAL DATA AND RESULTS

_ We had outlined earlier (Section 3) the broad
items on which information was fto be collected for our
project. Since we have gathered data on these items in our
survey, we have tried to get some additiopal resulis. These
results are presqpted in this section. Adm1ttedly, 1t is
somewhat loosely connected to our main line of argunment.
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Mode of Bmployument and Work Conditions

Lt S e

(a) We distinguished bectween diffdrent modes of
ciployment, nawmely, family labour, wage labour and self-

eaployisient and collected data on the number of workers'
engaged in those modes, It is observed that wage labour cons— i
titutes the highest percentage of total workers, followed by
self-employed wbrkers. Family labour constitutes a meagre
percentagé (Tablel 1405

TARTRS =17

PERCENTAGES OF WAGE LABOUR, SELF-EMPLOYED
AND FAMTTY LABOUR TO TOTAL WORKERS

- Percontage of Workers as by L SR

Type of

Family . Wage Tabour Self—cuploved t
- : Hindu "Muslin Total Hindu Muslim Total :

Migrant 38.82 60.00 . 58.96 35,95- 35.00 . 35.84

Non-migrant 60.00 34.78 55.79 58.26 65.22  42.75 ;

- —

5659450016 58 9L

TOTAL 59433 “46.51 57.56

Percentage of Workers as
‘ ' Poniilv Tgboypn T i
IypesofoPamily o~ Hindu: ~MuslifosiTetal

S TR TS

Migrant 5.88 0 5620
Non=-migrant it 0 1.44
TOTAL 4.10 0 Babd

Wege labours constitute 57.56 per cent of total workers

and self-employecd workers 38.71 per cent while fawily labour
only 3.54 per cent, while in the self-empl,yed category
Muslim workers constitute the higher percentage than Hindu
workers. The percentage of wage labourers is higher among
the Hindu workers,
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(b) We have also distinguished workers engaged in
producing 'domestic' products and those engaged in 'export'
products, 'BExport!' here, of course, means export to the core.
No international trade is involved, It is observed that
workers engaged in export industries constitute the higher
percentage than those in domestic products both among the
migrant and non-migrant workers (Table 15).

VIAREE wrdh
PERCENTAGE OF WORKERS ENGAGED IN DOMESTIC
AND EXPORT INDUSTRIES

°

Types of = Percentase of Workers Engaged dn. . .. .

gy Domestic Products : Export Products
Hindu Muslim Total Hindu Muslim Total
Migrant 1550 5.00 16,76 15485 86,00 A5t

Non-nigrant 5045 47.83 28459 5304 30.43 49.27

—

TOTAL A5 Bl e 29000 2412 64,93 55,8; 63.67

The percentage of workers engaged in export products is 63,67
while that in domestic products is 24:12. It is observed that
most of the migrant workers among Muslims are engaged in

export industries,

(¢) While the vast majority of wage labourers
(about 79 per cent) do not haye formal job contracts,
(see Table 4  in the previous section), most of the wage
labourcrs are working under employers who are registered
(Table (16).

TABIE — .16
PERCENTAGE OF WAGE LABOURERS UNDER REGISTERED EMPLOYERS
Type of Family Porcentage of wage labourers under ;7
, registered gcuployers 2 s
Migrant 70.48
Non-nigrant 76,62

TOTAL 15.08

s T
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More than 70 per cent of the migrant wage labourers
work under registered employers., The said percentage is
higher (76,62) in case of non-migrant workers.

(d) While wage rate ig generally low for both msle
and female workers  (sce Tablec 17) the avordge durction of work
is, on the average, relatively high (Table 17), -. -

(Table 17).

pe =

-AVERAGE DURATION OF WORK (HOURS OF ALL WORKERS)

o vt

Type of Fanily Average duration of work (hours) per day
: Male Female
Migrant 9.09 5.92
Non-migrant 8.66 L ENES
TOTAL 8.89 ; 5.96

The male workers do, on the average, about 9 hours
of work per day while the female workers,most of whom are
part=time workers,do about 6 hours per day.

Non-wage benefits which the workers enjoy have bhecen
clagsified into bonus, provident fund, over—time and other
mongtary and non-uonetary benefits as well as social security
and holidays. But it is observed that a small percentage of
workers enjoy all these non-wage benefits (Table 18),
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TABLE — 18
PERCENTAGE OF WORKERS ENJOYING NON-WAGE BENEF1ITS

Type of Percentage of workers enjoying

Family Bonus -Provi&ezﬁmﬁzg}time thér Social Holidays
Fund Monetary Securi-

and non— to

monetary

benefits
Migrant 10,98 ' T¥r:56 Sl 9.83 5.20 A1019L08
Non-migrant 11.59  9.42 G.5E Lo 1dua0 Te2d e ligase
ifetal 185,25 - HHT6] A 82, LAY Spegiiat s L3y 515

Less than 12 per cent of workers in the periphery

enjoy bonus, providend fund, over—time and other monetary
and non-monetary benefits, and less than T per cent the
social security. Less than 19 per cent of workers enjoy
paid holidays. Thus it is observed that more than 80 per
cent of workers are deprived of any kind of non-wage and

non-mone tary benefits.

It is not that workers are not to incur mone tary
costs in connection with their job. Neither are their jobs
free from risks and hazards.Thc percentoges of workers who face
the hazards and whose conveyance and other monetary costs
are positive.asrc shown: in Table 19.

On the average more than 11 per cent of total
workers are prove to risks and hazards (Table 19) but
it was earlier observed (in Table 18) that only 6 per cent
of them enjoy social security benefits. lMore than 8 per
cent of the workers incur conveyance cost while more than

3 per cent other monetary costs.
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TABLE = 19
PERCENTAGE OF WORKEKS PRONE TO RISKS AND HAZARDS AND
INCURRING CONVEYANCE AND OLLER MONETARY COSTS

i i - S P PP

Types of : Percentagﬁ.gi_ﬂphgers
Family Prone to risks _g_“ﬂﬁhm*lngurr;ng
Conveyance Other Monetary
costs
Migrant 8.67 ¢ 8.09 | 4,62
Non—mlgrant 14,49 " 9.42 i 2.
TOTAL Al g2 1868 5454

s e T L S A R e e S TS TP S R AR P T A

Natyrg_gf Clientels

It has been observed in Table 14 that about 39
per cent of total workers are self-euployed. The clients
of these self-employed workers have been classified into
two broad categories, local and outsider; While in the
case of migrant self-employed workers,most of clients are
outsiders, in the case of non—-migrants the situation is
quite reverse (Table 20). : A
B TABLE - 20
PERCENTAGE OF SELF=-EMPLOYED WORKERS WITH LOCAL AND

OUTSIDE CLIBNTS

Type of Family Percentage of Self—employed Workers —
: whc e Gidemioigel. o e s SIS
Local . Outsider i
NMigrant 33.82 66,18
Non-umigrant T5542¢ .. 24.59

— - 5 9 s - et o s B e &

TOTAL _ 53.49 _ ‘ 46 51
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While more than 66 per cent of the migrant self-
employed workers cater to outsider clients, in the case
of the non-migrant self-employed, the said percentage is
only 24.59. This conforms to out earlier finding that the
migrant workers contribute larger to the export trade to
+he core than the non-migrant ones (See Table 3).

However, on the average, the percentage of self-
employed workers whose clients are outsider is 46,51 which
i lops then that of those whose. clients 2rc.local (53.49) .

Prices_of Factors and' Products. (Paid _snd Charged)

The periphery generally exports labour and other
services and some manufactured products to‘the core and
imports manufactured household products from it. Besides
this, it purchases capital mostly from unorganised sources.
Thus the prices paid by the periphery are mainly for household
articles and for capitallreceived.VOn the other hand, the
orices charged by it concern the labour services and some
industry products supplied. The prices of products and
factorsjpaid ahd charged are noted in Mabile 2digallie relevant
data refer to those applicable for non-migrant families
in both Nandibagan and Pilkhana bustees.

The average price charged by the periphery for
labour services is Bs. 1.28 for all males and fenales,
migrants and non-migrants. The rate of interest paid by
the periphérj varies between Bs. 28.13 to Rs. 29.52 per
cent per annum, '
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PRODUCTS! PRICES PAID AND CHARGED BY THE PERIPHERY

R

Serial No. and Unit of Produets iRerces SRagid

Products neasure= Open market Ration shop
ment (Bse ) - (Bss)
1. Gewezlo : ‘

a) Rice Kg. ey padn

b) Wheat CBa 3,00 1.91
2. Pulses '

a) Arhar Kg. 6,50 -

b)  Musur Kg. 50 e

cejillug : - Kg. 6.00 =

d) Chola o S R - 0 -

B erger . L

a)* @zl (dust) "Kzi 0.70 =

b) Kerosin Iitre 2.00 -

c) Cowdung cake 100 3.00 -
4, Sugar Kg. 6.00 Bl
5., 0il Keg. 21.00 -

6. Soap

a) Washing Soap Piece 2.00 : =

b) Sodal Kg. 2.00 it
7. Clothing

) Skt Piece 40.00 =

b) Lungi ' Piece 15400 =
Income, Saving, Indebtedness, EtC.

(i) Income and Indebtedness _
Total income of the sample femilies (86 migrant

and 74 non-migrant) is composéd bf-fou% different types

of income; wages ,intereét, rent and profit. Total income

of the migrant families is about the same for the nonjmigrant
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families, though the per capita income is higher for the
migrant families and the per family income is higher for

the non—migranf families. These differences are accounted
for by the average size of the migrant and the non-migrant
families (Table 22).

TABLE = 22
TOTAL MONTHLY INCOME, PERCAPITA INCOME, PER FAMILY INCOME
AND AVERAGE FAMIIY SIZE IN THE PERIPHERY

by pe of Total Population No, of Per Per Average

Family Monthly femilies Capita family size
Income ' income income of

(Bs. ) - (Bs) (Rso) family

Migrant 51,102 387 86 132.05 594,21 4.5
Non-migrant 50,817 404 74 125, 1846965 f2015 55
TOTAL 101,919 791 - 160, 128.85 636.99 4.9

e e R A e

Total income of the 160.sample families constia-
ting of 791 members is Rs. 1,01,919 - the average income
of the members being Rs. 128,65 and that of the families
B, 636.99. The total income of the migrant families is
Bse 51,102 which is about the same as K. 50,817 = the
total income of the non-migrant families. The average size
of the migrant families being 4.5 which is less than 5.5
~ the average size for non-migrant families, the per capita
income of the migrant members is Rs. 132.05 which is higher
than Bs, 125.78 - the per capita income of the non-migrant
familieg, The per family income of the non-migrant
fanilies is Rse 696,72 which is higher than that of the
non-migrant families on account of the larger size of the
families 1% the non-migrant group.
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The indebtedness of the periphery may now be
looked into. Indebtedness is & stock concept which means
the accumulated loang at a certain point of time., In our
final survey we have collectéd data on loans over jears

of the migrant and non-migrant families and these loans
figﬁres have been added to arrive at the indebtedness
(total outstanding loans) figure. The total indebtedness
as a percentage of income of the periphery is seen to be
very high (Table 23).

TABLE_f 25
INDEBTEDNESS AND INCOME OF THE PERIPHERY

i, —

Type of family Total indebtedness Total Income Indebtedness -

(Bsa) ) Income Ratio
ligrent 36,140 50,969 70.91
Non-migrant 65,810 50,817 129.50
TOTAL o 1089450 1,01,786 100.16

The said ratio for the migrant families is as
high as 70,91 per cent while the said percentage for the
non-migrant families is 129.50; the total percentage for
the periphery being 100.16.

(ii) Loans (purpose, source, etc.)

We distinguished between two purposes of loans
in the periphery - productive and unproductive., The
productive loans consist of those utilised for investment
while the unproductive loans refer those which are utilised
for purchasing consumer durables and for such purposes
as footing the bill for social gatherings etec. It is
observed that while in the periphery the loan propensity
is very high, the said loans are mostly utilised for
unproductive purposes. This has been studies in two respects —

1
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the amount of loans and the number of loans. The percentage
of loans spent for unproductive purposes is very high in
respect of the amount and the number of loans (Table 24).

PTABTE = 24
PURPOSES OF LOANS IN THE PsRIPHERY

s i e

Mirpe of _M“n_M3§£mmMeﬁung .
Family _Productivepurpose . -ﬂm.r..giugum._&u"r_ﬁose

S Amount Number Amount Number

Wgcrant - - . 19.37 555l 80.03 66,66

Non~migrant 4B 43 AT 5456 75400

TOTAL 35.80 28.81 6420 1.19

v T

o £ A A i A AR AR B s e e R

The percentage of the amount of loans spent on
unproductive purposcs is 80.63 for migrant families and
54,56 for non-migrant families while the total percentage
is 64.20. Similarly, the percentage of the number of loans
spent on these unproductive purposes is 66.66 for migrants
and 75.00 for non-migrant families, the total percentage
Beaing 71,19,

(iii) Saving and Utilisation of «pavg,_ngsm(.hogr_@_ g,
inves t*ﬂb_llt r@ﬂz:dti&«maubiga)

We have collected data on the volume of the
surplus of income over expenditure and this has been
designated as saving. Out of 160 families surveyed, 89
families have positive savings and most of the families
heve saving of Bs. 100 or below (Table 25).
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Kidl  TABIE - 25
FREQUENCY DISTRIBUTION OF ANNUAL SAVING IN THE PERIPHERY

Saving Class Number of Families

(el Vigrant | “Won—migrant
1~ 100 24 (47.0) ; 30 (78.9)
RHORMIL 7 2101") . it 14 (ohen) ot =43 (T1.9)
201 = 300 - 5 (9.8) i o )
301 and above o 8 (15.7) : J 3 koo (5.3)
TOTAi-“. ") _ .  38_(100)

: - The average annual saving for the migrant families
ig Bs. 183,71 ‘'and that for the non-migrant families'is
Rse Qa2 i

‘_‘The saving-ratio din the periphery may now be

estiwatedJhe results in this respect are shown in Table 26,

TABLE - 26 :
SAVING RATIO IN THE PERIPHERY

s

Typerf,Familj Saving Income Saving-ratio
. (Bs.) frle e
Migrant To o 9,369 50,969 .. 18.38
Non-migrant rGle e Wi 1T Sh T2
TOTAL 5136067 05 sls0EsdSby it tads c85

The saving ratio for the migrant families is 18.36 per cent,
which is more than 7.27 per cent — the saving ratio for
the non-migrant families, The average saving ratio in the

periphery is 12.83 per oent, --




i : - e o A D A M A Bl B S A e o i i At AL it A ek

s BT |
Mﬂijli.om,lm;fiﬂ.&ti.OIL_QB__W_OE.KQQC,SJ...Q_h.a‘r_aﬁ.@i‘.iﬁ_tigﬁ

(1) Buploymend B fatus

As regards enployment status we have distinguished
Abefween full tiwe workers and part-time workers. “Pne
'1mportant flndlng 1s that the percentage of part*time workers
to total workers is higher among the migrants thaa among '
the non—-migrants (Table s

TABLE = 27
PERCENTAGE OF FULI~TINE AND PART-TIiE WORKERS

Type of Sl o Egrchtaéﬁ of Ngrke;% AR A s
e ly _Full=t gmg_ﬂQIg“_“M#“, _Part-time . woék;,“,,_mwm_
: " Male Female Total Male chalu Totel

. s laoo T4 4,88 T6.00 -~ 25.44
irent  o5.aa soiso . st 4H TsaiE 15

B s sodo ngE il 70.51  21.22

e A T ek Bl o T e A At

i e S R R C s e e A« b b D el A i s e

Whlle 25 44 per cent of the total workers 1s
part-timer among thb migrants, the sald percentage among
non-migrant workors is 15 94..

Among +thHe female workers particularly, the percentage
of part-time workers 18 higher in the group of migrants
than in the group of non“migrants; The said percentage is
76,00 anong migrants while_ﬁhat is 60.71 among the '
non~m1f“ants. On the otherihand, the percentage of female
full-time Workers‘ambng the non-migrants is 39.29 which
is higher than - the purcenuabb among the migrants. Another
striking feature is that the percentage of male full-time
and male part-tise workers 1is almost the same among the

migrants and the non=-migrants.
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We may also distinguish between temporary workers
and permancnt workers on both male and female characteristics.
Onc prominent feature is that the percentage of temporary
workers is higher among the migrant. than among the non-
migrant workers (Table 28).

TABLG - 28
PERCENTAGE OF TEMPORARY AND PsRMANENT WORKERS

A e e e i s . B A R A B B P A e e A R A S e e e W N Sl ke e B g -

Tyveloin Souaehe o Pereentaic of workemseagi s o e o s
Family o Temporary. .. Permanent

o Male  Female - - Total lale Female Total

Migrant 33053 Ad00 o A5ues . BENET T 26,00 549D

Non-migrant 29.09 78.57 S640. oo Zlons S oiteo

TOTAL e il iy 1200 68.67  24.36. 57.88

_ While the percentage of temporary workers among
the migrant workers is 45.08, the said percentage among
the non-migrant workers is 38,40, the average percentage
for both migrants and nonﬂmigrants‘heing 43 .12, Thisg
percentage is.particularly higher among the male workers
in the category of migrant workers - 33.33 as against

29.09 in the non-migrant group.

The percentage of permancnt workers to total
workers is 57.88 which is higher than 42,12 - the percentage
of temporary workers to total workers. This is ftrue both
for migrant and non-migrant workcrs, +%he formar percentage
for migrant workers being 54.92 and for non-migrant workers
being 61.59. Most of the male workers are engaged in
permanent Wérk;the said percentage being 68,67 (66.67
for migrant workers and 70.82 for non-migrant workers);
while most of the female workers are engaged in Temporary
work, the said percentage being 75.64 (74.00 for migrant
workers and 78.57 for non-migrant workers).- '
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It is important to distinguish between workers

engaged in private sector, public sector, joint sector
and femily enternrise, It is observed that the percentage
of workers ehgaged-in private sector and in public sector
are higher among the migrant workers. While those in
family enterprise and joint sector are higher among the
non-migrant workers (Table 29).

TABLE — 29
PERCENTAGES OF WORKERS IN PRIVATE, PUBLIC AND
JOINT SECTORS AND FAMILY ENTERPRISES

Type of -Percentaze of Workers engaged in
Family ~Private Public o s Family
Sector Sector Sector Enterprise
Migrant 45.66 12 14 Al s - 41.04
Non-migrant. 44.93 797 2.89 44,21
TOTAL  45.34 10.69 s 2 on

The percentagecof Workers'engaged in private
sector and nubllo sector among migrant workers are
45,66 and 12.14 respectlvelv, as against 44, .93 and 7 97
‘among non—mjﬂrdnt workers. On the other hand the
perCeﬁtages of workers engaged in joint sector and family
énterpriées among non-migrant are respectively 2.89 and
4&;21,‘which are higher than 1.16 and 41,04 - the

~respective percentages for migrantiworkerSI*

Most of the workers are engaged in private
sector the percentage being 45, 34 (45,88 for -migrant
workers and 44 95 for non—mlgrunt workers) This is

* e

workers is 42.04 - 41;04 for,mlgrant and.44,@1 for
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non-migrant workers. The percentages of workers engaged
in public sector is only 10.61 and that im joint sector
is 1.93.

[5i525) We haﬁe seen earlier that'more than 20 per cent

of the workers are part-time workers. It has been observed
that all the part-time workers are involuntary part-timers.
That is, no voluntary part-timer is found in our study.

(i) We have already stated in the previous eeetion
that about 40 per cent of the total labour force is
unemployed} But in our survey we did not come across any
discouraged worker — one who feels disillusioned and

does not seek employment Bﬁ"acéount of fhé“brevailing
conditions in the labour market.

() R S o Workers in the periphery work
generally higher hours of work. It will be evident frpm_
MohliciieRie - o 90t e

More than 65 per'cenf of the full-time migrent
workers work more than 8 hours'perfday. Average work hours
per day of the full-time migrant workers is. g.46hrs. In
the case of non-migrant workers more than 54 per cent
of the full-timers do more than 8 hoﬁrs' work. Average

work hours per day for them are 8.75BrS.

It is. also evident that 27.3 per cent of the
part-time migrant workers and 45.3 per cent of the non-
migrant part-time workers do more than 4 hours of work
per day. The averade work hours for the migrant part-timers
is 4s41eand thate for the non-migrant vart-timers ig-.4,86,
(11)-Domographie Choracteristics - g

The female-male ratio among those persons is shown
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TABLE -~ 30 _
HOURS OF WORK IN THE PERIPHERY

Hours of “Hours of. Work in the Periphe
Work Migrant Non—migra£¥
Full- Part- Full- Part-
timer timer timer timer
HEE LA TRk anab g e e SN = 12 (54.5)
bl = Tl MR 19 (4545)
7k 1 (g Aar) i : PR (1 LT ] -
8 43:M(33..3.) == 51 (44.0) -
9 hGaa 2 (Tal) S
10 65 (50+4) - 52 (42.0) -
i - - : 25T =
12 13 (Lo s = (T (6.0) -
14 e T T - 3 i Qe ) -
TOTAL 129 (100) 44 E}OO) 116 (100) s &2 100

in Table 31. The average family size among non-migrants
is 5.5 which is higher than that(4.5)among migraonts.

TABLE - 31 | ,
SEX BREAKDOWN OF POPULATION IN THE SAMPLE HOUSEHOLDS

Sex of Migrent Non-migrents  Total
Population : G B

Fenzle 1188 (486) 208 (515) " 396 (501)
Mele 199 (514) 1296 (485) ... . 3954039 &
TOTAL 387 (1000) 404 (1000) - 791 (1000)

Note : Per thousand figures are given in parenthesis.
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Among the total population the hindu population
is predominantly high. However, among the non-migrant
families, muslim population is higher than among the migrant
famllles. Also, female populution is relatlvely hlgh
~ among muslim pOpulatlon (Table 32)

TABLE = 32
HINDU = MUSLIM BREAK UE. OF POPULATION

[ o Migrant | Non-igrant
Hetlorel Male PFemale Total Male Female Total Total
Hindu S 8. a3 359 165 1ol 336 695 (88)
Muslim T3 A IS 28 31 37 68 96 (12)
TOTAL 199 188 57 g oo 404 791 (100)

Percentage of literacy among migrants is higher
than that among non-migrants,and that among hindu population
and male populatlon is higher compared to muslim und female
pOpulatlon ruspectively (Table 33).

LB TABLE - 33 _
PERCENTAGE OF LITERACY AMONG MIGRANTS, NON-MIGRANTS,
HINDUS AND MUSLIMS, AND MALES AND FEMALES

Hindu Muslim o Males Females
e = o o 67.306 ©  =e920
Non-migrants 47.91 36.76 58.67 34.13

Total Popula-— | ,
tion 50.64 32.29 63.04 31.82
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Work periticipation rate among migrants is
higher than among non-migrants, and that among males
is much higher than among females (Table 34 ).

TABLE - 34
WORK PARTICIPATION RATE AMONG MIGRANT AND NON-
MIGRANT POPULATION AND AMONG MALE AND FEMALE

POPULAT ION

Males Females Total
Migrants 61.81 26.60 A= ®
Non-migrants 56.12 |2 34515
Total Popula- Sl o 1

: Average work participation rate is 39.32 per
cent that is higher (44.70 per cent) among migrants than
among non-migrants. The female participation. rate is
only 19,70 per cent and that is again higher among the

migrants. The male participation rate is 58.99 per cent.

The work participation rate is higher among the
muslim population than among the hindu population and it
is true for-beth male and female: segment of the population
(Tebiles 3506
MABER =35
WORK PARTICIPATION RATE AMONG HINDU AND MUSLIM POPULAT ION

Males Females Total -

Hindu 56.98 ooa0n e
Muslim T2 2850 51.10




S G

The work participation rate among muslim population
is 51.10 per cent whiich is higher than 38.71 per cent the
hindu work participation rate. Among the muslim, the male
work particiﬁation rate is 77.27 per cent and the female
Tate is 28,85 both of which are higher than the respective
rates among the hindu population. :

Worker — non-worker ratio is higher among migrants
than among non-migrants in all sexes and, religion

gonversely, the depehdency ratio is higher(Table 36) -

among non-migrants. :
TABLE ~ 36

WORKERS - NON-WORKERS RATIO

Types of : :

families “ . Hindu Muslim Male ‘Female Total

Wigrant: 7 o0 sy, e e R 2,2:1

Non-migrant  1.1:1 iz 3.9:1  -.3:1 C1.1:1
TOT AL 1L Sl 2: 1 DaBale. . Oudird 1.5:1

We may Be interested:in distinguishing between
workers working = in trading, industrial and service
enterprises. We observe that most of the wage workers
work in industrial enterprises (Table 37)..

TABLE ~ 37 %

PERCENTAGE OF WAGE LABOURERS WORKING IN
TRADING, INDUSTRIAL AND SERVICE ENTERPRISES

Type of Percentage of Workers Working ir .
Family Trading Bnterprises Industrial Services
Enterprises Enterprises
Migrant : 23553 41.18 35.29
Non-migrant 10. 39 : 53,25 7 36.36

TOT AL : S G Hne B o) S FE D
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YMode of racruitment : we collected dat: on workers
recruited through zdvertisement and influential people,
The influential neople.were:distinguished into two groups:
relatives and non-relatives. Datalﬁvailable represents
the picture as shown.in the‘Table 38q

TABLE - 38

PERCENTAGE OF WORKERS RE CRUITED THROUGH ADVERT ISEMENT

AND INFLUENTIAL PEOPLE

My

Types of . ! ; Percentage of Workérs recruited
Family ; through 3
‘Advertisement Relatives Non-sels— Total
; : tives
Migrant 4.05 12.14 BA2Q LR ST 3
Non-migrant 24319 Big: £ Feb 1 Nlp BE 6.94

TOT AL win ol 33bE 10.00 3.o0 b

The percentage of total workers recruited through
influential people - ‘relatives and non-relative — i@ 13.54,
which is higher than that (3.22) throush adyvertisement.
Again, the pércentage of workers rec}uited through
influential relatives is higher (10.00) than through non-
relative dinfluential neople,for which the said percentage
share is 3;54.

B SUMMINGeUP AND POLICY CONCLUSIONS
Summing Up

After having presented the data thrown up by our
survey work we now have to take stock of the situation.
The existing literature on the working of the urban economy
in the less developed countries contains two principal
strands of thought. One group of economists is of the ;
view thaf.there is no duality within the urban industrial
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economy. The so—called informal sector is a part. and oo
parcel of the urban economy as a whole. The other group
goes to the other extreme. They emphasise the.'putting
out system' under which much of the economic activity in
the bustees takes place. Since, under this system, the
core sector supplies raw materials to the workers in the
bustees and often buys up the products at pre-determined
prices; this group tries to find non-capitalistic (if
not actually feudalistic) relations of production in the
informal sectof.'Thg‘second group is of the opinion that
like a feudal system the informal sector suffers from g
shortage of 1nvest1ble surnlus. The bustee-dwellers who
are fortunate enough to find wage employment in-the core
have positive savings but they use it unproductively.
These people are, ‘however, negllglble in number. Ameng the

st, the non-migrant (or 1ooa1) workers have nggllglble
suvings. The migrant workers, belng more enterprlslng,
do have some savings but they send most of it to their
points of origin (to members of their families who ‘'stay
back'}- The urban informal sector is, thus, a stagnant
economy like villages in a feudal SOOiety.

We are of the opinion that both of these views
are rather too extreme. We found evidence of quite sharp
lines of distinction between the formal and the informal
sectors. In the latter, the per capita income is signifi-
cantly lower than the national average and, hemce by
implication, even lower than the average income in the
core sector alone although there is no estimate of the
last mentioned parageters. Moreover, we think that i% is
this comparison between average that is relevant. The Bre-
men view {jﬁ that the fact that some people in the informal
sector earn more than some people in the formal sector
is a decisive piece of evidence against the duality
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hypotkesis appears to us to be unacceptable.

We also found that the difference is deeper
than just a matter of per capita income. Formal lsbour
contracts are a rare phonomenon in the bustee econony.
The description 'informal', therefore, seems to be quite
applicable to this part of the urban economy. More
importantly, the techniques of production are primitive
in comparison to those prevalent in the formal sector,
The hypothesis that there is & duality in the urban
economy seems to be quite securely based on facts.

On the other hand, the view'that the informal
sector belongs fo the preeéébitalistiC'genre seems to be
erroneous, It is true that -at: one stage in the history of
industrialisation in Calcuttsa and the surrounding
rggibns there wererseveré restrictions on the mobility of
labour. One hears stories of workers virtually being coerced
into work contract (and into abiding by them) in the jute
mills springing up on the two sides. of the Gangés. But
this was an era in the development of the urban economy
as a whole and this era now belongs to-history. Neither
in the formal nor in the informal‘ sectors is there such =
feudalistic restrictions on labour mobility today. Nobody,
of course, claims to have observed such restrictions in
the'formal sector today. Our research project did not
find any evidence of this phenomenon in the informal
sector either. Also, contrary to popular belief; there
was no evidence of important personal non—economic
relations between the employers and employees in the in-
formal sector. Strictly sveaking, however, such personal
relationships do not form an essential part of a definition
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of fegdalism so that their absence does not, by itself,
mean that the informal economy is non-feudalistic., More
important is the fact that it was our exvperience that
labour power has developed into a marketed commodity
in the bustees economy. Also, the 'economistic mentality'
seems torhave taken a firm grip even on the informal sector :
everybody_we interviewed seemed to think in the 'revenue-

minus—cost—-eégquals-net bernefit! way.

The informal sector, thus, Was found to be a
capitalistic (though a backward capitalistic) economy.
Logically, therefore, the next question that arises is
do these two capitalistic parts of the urban economy
largely live their own separate existences or are there
strong linkages between the two? Here the finding is that
the ‘'trade’ between.xhe formal and the informal sectors
constitutes a very important part of the economic activity
of the informal sector. The two: sub-sectors of the urban

economy are guite closely linked. This was a crucial

step in our argument. From this we came to hold the view
that an analysis of the causes of economic backwardness
of the informal sector can not ignore the nature of“its
trading relation withrtheiformal in much thé same way as
the causes of the lack of economic progress in a country
as a whole can not be completely analysed if the .:country
hannens to have an ‘'open' economy but is assumed to be

'closed! in the economie theorist's model.

One school of international trade—theorists hus
recently advanced the view that the trade between the
developed and the underdeveloped world takes the form of |
an unequal ekchange. It is this unegual exchange that
makes the Third World ‘'underdeveloped' rather than




il

'undeveloped' when these words are used in their techniecal
senses. An undeveluped economy is one where there is no
potential for growfh since there is no investible surplus.
An underdeveloped economy is one where there is either

S e CiGI N R potentlal surplus but which can not make

use of this surplus since it is siphoned off to the developed
world through the mechan1Sm of unegqual exchange.

The rest of our work on the research project
was guided by the question : is there a parallel between
this international version of the proceés of unequal
exchange and the nature of trade between the formal and
the informal sectors of an urban economy in a less developed
economy like India, The unequal exchange theory describes
the developed countries as the 'core! (or the 'centre')
of the world economy and the underdeveloped Third World
as the 'periphery'. The process of international
development "is seen-as one: centrlpetal tendency of
transfer of wvital 1nvest1ble‘resources from the periphery
to the core..We proceeded to test the hypothesis that the
formal sector of the urban ebbnomy is a core related to
the periphery of the informal sector in the way described
in unegual exchange theory. We used the terms ‘core' and
'periphery ' for the formal and the informal sectors. We
have not been absolutely orlglnal in drawing this comparison.
A group of labour economists in the advanced countries have
drawn this comparlson within their own economicsa - For
example, it is held that within the U.S. economy the
tinternal'’ labour market is a core served by the periphery
of the 'external' labour market. However, evern ifethe
comparison has been meaningful in the U.S. economy, the
question remains as to how it would perform when applied

+o the Indian context.
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It turned out that, prima facie, the comparisbn
could be drawn. In the'first place, the periphery even
in an urban area of a country like India is a capitalistic
economy: 2 Secondly, the perlphery turned out to be
underdeveloped rather than undeveloped. It was found to
be rich in two of the most vital among economic resources
viz. manpower and investible funds. As a measure of the
excess mannower that is available, we anplied the conéept
of the sﬁbemployment 'discouragement ! from seeking
employment and disguised unemployment. Subemployment was
found to be substantial. In fact, measured in this way,
the excess suonly of mannower turned out to be much
higher than what is indicated by standard statlstlcs on

unemploynent rates. 23

__ Evidence was also gathered regarding the existence
of a surplus in the perivheral economy. The popular notion
of unproductive uses of savings was coﬁfirmed for the
'case_of those bustee-dwellers whu wofked in the cores
So. Tar as other workers were cchdérned the notion that
non-migrant bustee—dwellers have negligible saving propen—
sities was contradicted by the @vidance. These workers
were found to have a saving rate of 6 to 7 per cent. The
common belief that the migrant workers had a higher

saving propensity than the'non—migrant worker was confirmed.

Thus there were grounds for forming the hypothesis
that the core-periphery trade is carried on along the lines
oft unequal exchange. This crucial hypothesis was later
accepted in the light of the data generated by the survey.
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Policy Eormulation

We now come to the question of the policy conclu-
sions_that may be deriyed from our study. 153 an‘QQOHOmic
system (whether a country as a whole or the microcosm of a
bustee economy) has an actual or a potential surplus which
could potentially be invested and yet the system is found
to be economically stagnant, the question that arises is :
What is happening to the survnlus? The answer that the
unequal exchange theory provides is : the surplus is
siphbned off to the dominant trade partner through the
prbcess of unequal exchange. There obviously is a second
way in which the surplus can be used : it can be remitted
to out of the system,.

In our‘survey it was found that the importance of
the proportion in which investible surplus can be remitted
out varied significantly between the cases of migrant and
non-migrant workers. In case of non-migrant workers there
was no evidence of significant remittances outside the
system. Absence of economic growth (and by 1mnllcat10n,-
absence . of investment ) thus meant an excess of sav1ng over
investments In terms of conventional national income
accounting this should have been reflected in a balance
of payments surplu.s.24 Ye hove seen however,. thotf:the! Ion-
migrant families in the bustees, taken as a group, have
a net deficit both in the balance of merchandise trade
and in the overall balance of payments. Where, then is
the surplus going? In the light of the”data.of our survey
we come to the conclusions that the surnlus is being
drained off to the core by the process of unegual exchange.

S50 far as the migrant workers are coricerned,

however, there is a positive balance of pazments surplus
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(though a balance of Egégg deficit )« This, of course,
does not nullify our finding that even the migrant
workers are locked in a relation of unequal exchange with
the core. Recall that"unéqual exchange can take place
irrespective of whether there is deficit or surplus in
~the balance of payménts. But here a part of the responsi-
bility for the observed economic stagnation may be borne
by outward remittances of savings. So far as the migrant
workers are concerned, unequal exchange is not solely
responsible for the:stégnation- To an extent the absence
of profitable investment opportunities or the existence
of other reasons behind the outward remittance of savings
is also to blame. ;

Accordingly, the success of policies for the
development of migrant worker bustees may differ somewhat
from that for non-migrant bustees. In the case of non-
migrants the only way out of the stagnation is to make
the pricing process less unfavourable for the bustees.
“This, of course, is easier said than done. However, it
does point toward certain well-defined lines of action.
In the first place, the severity of the problem can be
substantially reduced by tackling the cases of unfair
pricing. The abolition of core-sector ownership of the
peripheral dwelling units has to-be done away with.

The recent governmental attemﬁts_ét doing oawoy, with the
"thika tenancy' system is a step in the right direction.
The practice.oficharging higher prices per unit for
smaller volumes of purchases can be met by the formation
of consumers' cooperatives. These measures would remove
the secondary rounds of exploitation without touching the

basic process of unequal exchange. A second line of

attack on the problem would be to try to raise the wage rate
in the periphery. It may be recalled that the mathematical
model of unequal exchange is built on the assumption of

o wage differéntial. The central theme in the action
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plan against unegual exchange must, therefore, centre on
this programme. '

Our flﬂdlngS'dlSO imply that many of the conven-
+ional ways of increasing the wage rate would-be useless
in the present context. One conventional approach to the
problem sees it as one of increasing the stand.rd of
living of the perivheral workers and urges various private
and public charity programmes to supplement the wages
received by the workers from gainful employment. A second
_gpproach emphasises +the market imperfections and suggests
- measures which would make the labour market work more
‘perfectly. ‘Extending the coverage, of employment exchanges,
setting up 'Placement bureaus' etc., would, by making
information flow more freely, help in attaining more
f;vourable condltlons for the workers. A third approach
stresses the need for 1ncrea31ng the. product1v1ty of
workers. Various tywpes of labour training programmes and the
spread of general education would raise the marginal
produotLV1ty of labour at any glven level of employment

and, hence, the wage rate.

The findings, nowever, do not lead us to be

enthusiastic about any of these measures. The 'humanitarian
aid' is plainly a stopgap measure quite similar to

temporary foreign aid thet covers the balance of payments
deficit of & country« It 1s clearly not:a substantive
solution. Making the labour market more perfect would not
help either. The. root of the problem 18 unegqual exchange.
The non-eguivelence of the :exchange is not based on market
imperfections.*Even if the labour market was perfectly
competitiVeitorbegin.with, the core-periphery exchange

would have been unequal. The productivity—increasing
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solution is good so far as it goes but it .does not £0
far enough. This can be seen in terms of inequality (3)
of Section--2 which we reproduce here for ready reference :

b : 3 b — &b : '

1-a(13v) * I-(a+h.c J(1+r)
An increase.in labour productivity in the periphery would
decrease b. If productivity in the core remains unchanged,
b-Abwould not change. If everything else too0 remains
unchanged, the difference between the left and the right
hand sides of the inéquality would narrow. The exchange
between the core and the periphery would be less unequal.
A sufficient rise in productivity in the periphery will
even be able to wipe out the inequality and make the-

exchange egual.

However, the assumption that other things are
equul s a crueial one in this argument and unlikely to
be ‘Tt d 1n»nractlce. Any increase in labour productivity
will ("8 reality,“encourége¥the suppliers of finsdnce capital
to charge a higher interest rate. In effect, what the
increase in labour productivity achieves is a rightward
shift of the factor-price frontier. There is no guarantee
that the rate of interest or the rate of profit will remain
unchanged. If the r that appear on the left-hand-side
of the inequality inpreases in value, the differehce
between the left and thé right hand sides need not diminishe.

What we suggest, instead,. is a more direct
attack on the problem by formulating public policies almed
at reducing the rate of interest on:loan finance in
the periphery. This will directly step up accumulation
and, hence, increase the wage rate in the periphery. Although
the root cause of underdevelopment is to be sought in the
working of the labour process, formulation of development
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policy can not consider the labour market in isolation.
Development planners in general have given much thought to
the problem of rural credit. In the field of urban
economic deve10pmenf the msame problemo of credit scems
to require urgent attention. We found that the neriphery
is largely scrviced by the informal financial market.
The public financial institutions have to come forward
and extend their services to the informal sector in much
the same way in which the district level 'gramin‘ banks

| (rural banks) have gone into ovperation in the rural sector.
The same emphasis on making things easy for the credit-

_ seeker (by cutting down on formalities and paper—-work,

l accepting the anticipated outoput as collateral rather

; than insisting on a tangible asset as a vprior security

etc. ) seems to be called for. -

Se faxr as“pbliéy towdrd buétees with migrant
concentrations is concerned the programme for bringing
E down the interest rate on loan finance will have a double
i edge. On the one hand, by increasing-the wage rate, it
: will reduce the non—equivalence of the core—periphery
exchange and arrest the invisible process of siphoning=off
to the core of the surplus voroduced in the perinhery. On
the other hand, by making investment in the -periphery more
profitable, it will discour&geloutward remittances of
savings. In this case, hoWever, it ig f@ifficult to'be
confident about comnlete success with the help of this
policy. If outward remlttanqes are promvted, not by the
lack of investment opportunities in the periphery, but
by other factors (e.g., the need to take care of the members
of the migrants' families who stay back in the Vllldng),
the remittances would continue even if the interest rate
comes down in the neriphery. Neither does it seen feasible
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or desirable fo ban, or start a popular campaign égéiﬁst'
outward remittances since the remittances are not crossing
the national boundary and may actvally be helping the
development process in another vart of the economy. It is
also importunt to remember that it is not possible to
decipher from statistical evidence how much of the
respongibility for the lack of development in the periphery
lies with unequal exchange with the core and how much of

it lics with the cutward remittance of savings. As unegual
exchange theorists have taken pains to exnlain, the process
of unequal exchange is an invisible one. It is not npossible
to estimate numerically the ‘amount' of unequal exchdnge.
It is only possible to answer the question whether there

is any unequal exchange or not — and that too by testing
the assumptions behind the theory (e.g., the propositions
that the trading parties are both capitalistic, that there

is a wage differential etc.).

Thus, while we recommend the policy of wage
increases by means of public intervention in the loan
market in case of both migrant and non-migrant bustees
there is a difference -in the degree of our confidence.
In non-migrant bustees there is every reason to believe
that this policy will certainly reduce the 'unegquality!
of the core-perivphery exchange but whether the benefit
of that will be reflected in a higher rate of development
in the perivhery or it will simply lead to a fatter outflow
of investible funds from the urban periphery to the rural sector
is difficult to sey-perticularly for migramt bustees. Moreover, we
have to remember that even when it is perivheral development
that is facilitated, this policy may reduce the outward
flow of savingsin which case there is a negative effect
somewhere else in the economy. Notice, however, that
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though it is uncertain by how much 2 policy of wage
increase in the periphery will step up the pace of
peripheral,growth,.development can not take place without
such- a policy since the core-periphery unequal exchange
will then remain as the barrier to growth.

b Thus, summarising our policy discussion, we
méj conclude that adoption of the policy of wagé increase
through the reduction of the interest rate on loans is
likely to be necessary and sufficient for ushering in an

cra of economic growth in the perinhery so far the
non-migrant bustees are concerned. In the migrunt bustees
. this policy is necessary but may not be suffieient for
this purpose. Also, even when it is sufficient, growth

in this part of the perivhery: may be at the cost of
accunulation in other parts of the national economy.

The novelty of our policy recommendation lies
in stressing the need for an increase in the peripheral
wage rate (markct wage rate for the wage workers and

" imouted wage rate Tor the self—-employed) as 2 vehicle

for growth. We are aware that suggestions T 1mnrov1ng

the current standard of living df the poor are ubiquitous
Al gl aollcy discussions. But in most cases an increase in
current copoumptlon 55 seen as a distraction from the
path of growthm But some concessions have to be made for
current consumption of thc masses,lesgt social discontent
gets out of hand. On the path to0 economic growth, current
consumntlon is a nece ssary evil. Our thesis is that
increasing the wage rate in the periphery is necessary

for putting an end +to0 the core-perivhery unequal exchange
and releasing investible surnlus for putting an end to the
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core—periphery unequal exchange and releasing investible
surplus for purposes of growth. The periphery represents
a growing system in an embryonic form, Whether the embryo
is going to develop into a system with a high rate of
growth or will present the ugly sight of arrested growth
debends on the degree of success with which we can get
ridﬁof'core—periphery unequal exchange within the urban
economic system,
NOTES
1, BEven an illustrative list of works in' this field should
mention Anand [1l], Banerjee and Kanbur [3], Bose [6],
Gonnell [13] and Greenwood [24].
2. See, for instance, Bose [6], Joshi and.Joshi [32],"
Iubell [35] and Papola [42].
3., David Gordon has reviewed this type of theory in
[23]. Also, see Fusfeld [20]. ‘
4, Sée Tabb [51], Harrison [27], Marglin [37] and some
of the papers in Edwards, Reich and Gordon [18].
5. For instance, the survey of the state of research
in this field published by the ICSSR [30] does not
mention any Indian work in this connection.,
6. See Thurow [52] and Ross and Wachter [45].
To Sometimes middlemen operate between the core

industries and the informal sector workers.

8. For Indian data on the putting out system see,
for instance, Papola [42].

9. After all the mere presence of poverty in one section
of the urban economy does not enable one to assume
the existence of 'urban duality'! except in the literal
sense of the term. The rural-urban duality, for
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example, is meaningful, not because of the relative

affluence of the urban sector, but'because‘of the

semi-feudal modes of production in the rural sector.
* 10. See Bardhan [4] and the references cited therein.

11, In faet, A1t soic econpmétric works, the use Qf
electricity is'taken‘as'a‘proxy for the use of
capitals,

12, We have to remember that in lMarxian economics, on .. -
which the theory of unequal exchange is based, the
interest rate is understood in the sense of interest
charged on financial capital or what we usually
mean by interest on loans. It is quite different
from ths rate of profit.

1%. See the standard text books on conventional trade
theory; for instance, Sodersten [49].

14, See, for instance, Harvidz :[28].

15. See, for example, Dholakia [15].

6 . Pon example, [2] the C.M.D.A. bustee surveys 24,
Alsoe, there. were 1n existence'operative popular
classification branding the different bustees of
Calcutta as migrant or non-migrant.

17. See, for example, Bienefeld [5] for Fred Bienefeld's
work on the labour uarket in Dar-es—Salam. Also,

see Breman [7].

18. See Bconomic Survey 1981-'82 [22] and I.M.F.
International Fingncial Statistics [31].

19. Recall from our earlier discussion in Section-2
that all that is required for the hypothesis to be
acceptable is that the actual interest rate on
comnercial lcans be higher in the periphery than in
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the core. It is not necessary that core sector
loan-givers should practise discrimination between
investers “in Filrc tcore’ end ¥ vthe "peripherys ‘In fact,
we show below that the periphery is serviced
largely by the informal financial market. oY

See the tableg of product prices in.Section- 5.

The per capita monthly consumptions of some important
articles in our survey were : rice - 5% kg; Wheat -
6 kg; Meat = .1 kg and Milk - & litre.

It has been shown in the recent unequal exchénge
literature that this theory of exchange can be put
on a rigorous scientific basis only when both the
trading partiecs have passed into the stage of
capitalism.

In passing we noted that, as expected, open unemployment
is somewhat higher among non-migrant workers than

among migrant workers while the other elements of
subemployment and the subemployment rate as a whole

‘were higher for migrant workers. This was 'expected'

since non-migrant workers,;are supposed to have more
'félléback resources' (like help from the family)
than migrant workers so that they are more able to

wait for a 'good?! job.

If ¥ = gross national product, C = consumption,

I = investment, ¢ = government purchases of goods and
services, X = exports and M = imports, we have

¥ =CQ+I '+ G + X =Mboryt~ G-I =@ + ' Xi=M'or
S—-—I=0G + X — M, Here, however, we are comparing
between two adjoining bustees. If the government does
not systematically discriminate between the bustees
in its purchase policies, we can ignore the G term
in this comparative study. Thus, in this relative
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sense, an excess of S ever I should imply an excess
of X over M. (S = Saving).
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