A NOTE ON PRICE-WAGE VARIATIONS IN COTTAGE AND
FACTORY ECONOMY
By G.C. MANDAL
Statistical Laboratory, Coleuita

Tho present note is inspired by the writer's experience of the cottage braxs and
bell-melal industry of Bishnupur, Bankura {(West Bengal), which is 8 big centre of the
industry. Nearly 230 familics at this centro are engaged in tho industry producing
utenxils for domestic uses. A family is the unit of production. The artisnna carry on
praxluction in their own homes with the amistanco of other miembers of their familics.
Qut of raw materinls supplied by the merchants the artisana produce for them finished
goods receiving picce-rate-woges in return.  Tho products enjoy a wide market beyond
the boundarica of the loculity.

Statistics relating to the tremd of prices and wages in the industry have been
collected by the writer from the records of businessmen at Bishnupur. They are rela-
ted to the same types of goods and given below for the purposo of demonstrating the
nature of their variutions and interrelationships.
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For comparinon, similar etatistics relating to big industries ¢.g., jule mill and
tea industry nro given below:—
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Data for all the ubove examples have not hean available for the samo period.
So naturally different periods have had to be chosen to suit their availability. But
the periods in oll the examples cover both depression and boom. Excepting a short-
lived depression the period 10211929 may bo taken on tho whole as a period of pros.
perity, Ol course, the boom of this period is much moro moderate than the inflationary

1TAe statiatical Abstract for Britiah India, 1929.30 to 1034.30; inxtend of tha end of July 1611, 1821
has boen taken Lo bo tho baso year ol the numbers have been adjustedd nreonlingly.,

D, . Buchanun: The Development of Capitalist Entesprize in Indiu, p. 355 instend of 113, 1421
has beon takon as tho baso.

VThe sintistical Abstract for British Indin, 192930 to 1038.39.

*Staiistical Summary of the Socinl and Economic Trend in India, 1045, p. 39; instemil of 1920,
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boom which developed during World War I1. Tle period 1930-38 is well-known ag
the period of Great Depression. Then the upswirg begins with the commencement
of World War II in 1939 and dovelops into an inflationary boom in the courso of the
war. There are differences in the durations of depression and Loom in the four dillerent
examples.  But this does net vitinte the purposo of the present study.

In the eases under category I we find a larger degree of changes in wages than
in tho tho cases under category II, while price-varintions aro almost cyunlly frequent
in both tho categorics.

In tho example (a) under eategory [ wo tind the percentage ratio of wages to
prices being continuously lowered by the dcprc‘ssiun. Though the lowest leve) in reached
in 1944, & year of high price, it is only slightly lower than tho level of 1930 a year
of Jow price. Tho level rises agnin and clearly surpasses by 1447 the level of 1936
438 the price rises further, ln the examplo (L) under eategury 1 we find tho share of
wages in tho prices to bo appreciably large in the period 1926-1929 a period of mode-
rately high price, the year 1927 being an exception. During 193137, the period of
depression, the share is considerably lowered except in 1030 and 1932, From 1938
when the recovery comuiences the share rises and in 1939 it reaches the level of 1926,
Though it is lowered in 1844 it is nppreciably higher than the level of 1031 or 10334, In
1947, a clearly boom year, the sharo gocs up very near to the peak. Excepting
certain irregularities both the examples indicate similar tendencies on the whole.
Unfortunately figures for ajl the years of the period 1926-1947 havo not been available;
but the tendencics are evident from the data given above. The writer's experience
of other cottage industriea in the locality is also very much the same.

Now consider category II.  This is glaringly different from eategory I. In both
the examples under category 1T we find the percentage share of wages in pricea being
definitely depressed in boom and raisel in deprension, Thus in t):e example {a) eategory
11, tho share comes down to the lowest level in 1923 when Lo price rises up to the
peak.  The share attains the highest level in 1931 when tle price is lowered 1o the
bottom.

It is not dificult to explain tho differences between the two categories. In
a cottage induxiry there is a larger personal touclk and a targer scope of mutual under-
standing between employer and labour than in the ease of big industry. Assuch wlen-
ever there i3 any rise or fall in prices, that ia moro or less trunsmitied to wages in the
former case, Besides, production and employment dec’sions in a b'g industry aro
mitch nore inclastic than in the ease of a cottage economy. Thusa downward tendeney
of prices in & big industry does not immedintely lead to reduetion of employment pro-
ducing o depressing efect upon wages.  In tho enso of a cottugo economy, however,
a depression of prices very quickly reacts upon the volume of work leading 1o depres-
sion of wages at the samo time,  Similarly in the ense of rising prices the big industrica
cannot very quickly expand tle volumo of empluyment producing a proportionato
rine in wages, but in tho cottags industries the velume of work inereases quickly raising

wages aloinst in the samio proportion na the increuse in prices. Ul imately, however,
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in depression a big industry reduces its wage-bill by curtailing employment, while
s cottago industry reduces its wago-bill by offering a lower wage-rate.

Widler significunce may bo derived from the findings noted here.  This is that
tho effects produced by the rising or fulling prices on a national economy dominated
by cottage or houschold-products {like thut of Indis) woulibo different frum thows
produced on a highly developed capitalist economy. Apart from price-control and
rationing tho policics wlich are usually suggested in connection wiih the problem of
inflation may not be unquestionably applicable te the former caxe. The uestion
here would not be ro much of a fiscal or financinl type as to search for the specific rec-
tors or cases advereely affected by tho wituation. The purpose of the present note
is, bowever, nothing more than to arouso interest in further investigation into the
question raised here.

Paper received : January, 1951,
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