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1. Introduction: The present study aims at an investigation into the real wage rates of 

casual labourers in Shillong, the capital city of Meghalaya. Labourers are defined as a 

collection of workers exchanging their labour power for material – usually monetary - 

rewards awarded by their employers, who use the labour power for productive activities or 

for final consumption. Casual labourers are those workers who work for a very short 

duration (for a few hours, a day or at most a few days under a single contract) for an 

employer, and who are (usually) paid for their labour either at the end of the contract or at 

the end of a day. In the agriculture sector, casual labourers are employed at every stage – 

tilling and preparing the land for sowing to harvesting and marketing the products. In 

manufacturing sector, most of the factories employ skilled labourers or white-collar 

labourers. Intermediate goods that need application of unskilled menial or even semi-

skilled labour are often entrusted to contractors who work for the factory. These 

contractors employ casual labourers at the jobs. In construction, transport, commerce and 

other service sectors also a large number of casual workers are employed.  

Casual workers are often unskilled or semi-skilled; they usually do not own any 

other factors of production (such as land, capital or implements needed to perform the job) 

except their labour power; they earn their livelihood by selling their labour power and 

often regenerate their labour power by ‘investing’, so to say, a very large part of their wage 

earning. In case of a casual labourer, the dichotomy of consumption and investment 

collapses into a single category. A casual worker’s household does not usually store the 

kitchen goods or provisions, the wage earning of the day is spent on purchase of the 

provisions needed for the dinner and the next day. That gives the name ‘wage goods’.   

 

Wage Goods as a Category:  Wage goods are those consumption goods, which are 

indispensable for wage-earners’ sustenance. As a collectivity or as a consumption basket, it 

is also known as “kitchen goods’ as it is mainly confined to the kitchen for preparation of 

daily food. This is the lowest category among the food baskets; which is meant for the 

lowest class of people, i.e. the working class. According to Ricardo “all agricultural 

products are wage goods and all manufactured products are luxuries never consumed by 

workers”. (Blaug, 1982). Wage goods are the composite of those goods, which are 

essential for “consumption necessities” required for subsistence and performance of work 

(Brahmananda, 1978, p. 95). Viewed as such, a certain minimum of clothes also should 

be considered as wage goods. After a whole day’s work the workers must take rest to 

regenerate labour power to be offered on sale the next morning. For this consideration, a 

certain minimum of housing also may be included. Sraffa (1960) draws a fundamental 

distinction between a ‘basic’ commodity, which enters directly or indirectly into the 

production of every other commodity in the economy, including itself, and a ‘non-basic’ 
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commodity which enters only into final consumption. If we treat labour itself as a 

produced means of production, wage goods would constitute examples of such ‘basic’ 

commodities, on the assumption that they are technically required to cause households to 

produce the flow of labour services. 

Due to low level of consumption, casual labourers are often poor performers – their 

efficiency is low. The market forces often impose on them the vicious circle of inefficiency 

– low wage rates – deficient consumption - inefficiency. 

 

2. Objectives of the Investigation:  This investigation is directly related to an analysis of 

price behaviour of wage goods in relation to the cost of living (or real wages, so to say) of 

unskilled casual workers in Shillong. Therefore, it necessitates studying expenditure on 

various consumption goods (especially the wage goods) as a prerequisite, since relative 

expenditure on various goods are used as weights in construction of the cost of living 

index. A study of consumption expenditure necessitates a study of income of the casual 

worker households. The percentage of income spent on consumption (of wage goods in 

particular) gives meaning to the cost of living index. The organization of this paper, 

therefore, has followed this logic. First, we would inquire as to how and how much do the 

casual workers earn. How many days in a month does a casual labourer get a ‘job’ and at 

what wage rate ? What are his family size and dependency ratio ? How many members in a 

casual labourer’s household work ? Are they educated and does education matter ? How 

does the market discriminate between a skilled (usually semi-skilled) worker and an 

unskilled worker ? Is there any discrimination between genders ? Does the market 

discriminate between communities from which casual workers hail ? What is the monthly 

income of a typical casual worker household ? and so on. 

  Next, we aim at studying the expenditure pattern of a casual worker household. We 

know from our day-to-day observation that a casual worker spends - nay, can afford to 

spend - just enough to keep his own and his family members’ bodies and souls together. 

Extremely poor and unhygienic housing conditions, slum dwelling, reveal his standard of 

living.  We want to see as to how much this commonplace observation and impression 

based thereupon bears the test of empirical scrutiny. 

Prices of various consumption goods including the wage goods have been 

increasing over time. Inflationary rise in prices is anybody’s experience. Workers in the 

organized sector are more or less compensated by regular increase in their wages/salaries 

on account of the changing rates of dearness allowances. However, casual workers depend 

solely on market forces. They belong to no labour union that fights for them and the 

government updates their (statutory) minimum wages at an interval of five years or so. 

Whether the statutory minimum wages are observed by the employers or not is a serious 

concern of none. Then, it is said that wages always lag behind prices. Hence, casual 

workers’ real wages suffer the inflationary pressure. We aim at investigating into this 

aspect. 

Having studied the problems of casual workers in Shillong, we would make an 

attempt to visualize as to the remedial measures that may ameliorate their condition. Our 

study  suggests some such policy guidelines. 

 

3. The Study Area: Our study area is Shillong, the Capital city of Meghalaya. It is a class-

I town with a total population of 2.68 lakh persons (134416 M and 133465 F as in Census 
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2001). It is mainly a service town, rendering administrative, educational, transport, 

recreational and to some extent commercial services to the North Eastern Region. It is a 

hill town of tourists’ interest  well known for pleasant temperate climate and scenic beauty.  

The original inhabitants of this place are the Khasis who are known for their 

cleanliness and simplicity. This town emerged out of the transfer of the British East India 

Company from Sohra (known as the wettest place on the earth) to the more centrally 

located place near the Shillong peak. This took place in 1866, during the British rule. It is 

important to note that the sustenance and growth of the urban economy of Shillong is not 

due to the presence of industrial houses, or as the centre of trade and commerce, but from 

the fact that it is a state capital for more than a century and it is known in the North Eastern 

Region for its educational institutions. After the British had left, it was made the capital of 

Assam and since the birth of the state of Meghalaya on the 21
st
 January, 1972, Shillong is 

the capital of Meghalaya. Shillong at present serves as the regional 

headquarters/headquarters of many central offices like NEC, ICAR, NEEPCO, Income 

Tax, etc. It is also the headquarters of the Airforce for the entire North Eastern Command. 

Besides, there are also quite a good number of other military base and paramilitary forces 

namely, Gurkha Training Centre, Assam Rifles, Border Security Force, etc. 

Shillong has a very good road network within the city. It is also well connected to 

other places in Meghalaya as well as other states in the North Eastern Region. Meghalaya 

is a power surplus state and exports almost 36 percent of power generated by it. However, 

it has the least percentage of villages electrified (47.50%). In 1980, only 29 percent of its 

rural population was covered by electrification, which was only higher than Arunachal 

Pradesh (24.2 %) and Mizoram (22.7 %). On the other hand, per capita power consumption 

in Meghalaya is the highest (108 Kwh in 1992). It appears therefore that rural to urban 

disparity in power consumption is very high in Meghalaya. That Meghalaya is a power 

surplus state is only due to unavailability of power to a great many people living in the 

rural areas. 

 As it has been mentioned above, Shillong is the centre of learning for the whole of 

North Eastern Region. Though it does not make any dent by housing the institutions 

offering professional courses such as management, engineering and medical sciences, yet it 

attracts a large number of students to study the general courses of Arts, Commerce, 

Sciences, Law, etc. in various, well known, colleges and a University. For school 

education, Shillong is the most sought after town in the North Eastern Region.  

There are a number of reasons why many students from the northeast are 

concentrating in Shillong for their studies - the good climate of the place, the 

comparatively peaceful atmosphere, hospitability of the people, good standard of English 

teaching, the central location of the place and various other reasons. As a result, a wealth 

of millions of rupees is flowing into the urban economy of Shillong every month to cover 

the monthly expenses of the students coming from outside the state. This has a direct 

impact upon the economy of Shillong. Many people are employed directly or indirectly in 

various schools and colleges being set up every year. The house-owners are enjoying a 

regular demand for rooms at a high rental, the transport operators, the food caterers, the 

boarding houses and many others are benefited. 

 Simultaneously, Shillong is also growing as an important commercial centre in the 

state. Interestingly, local traders and businessmen are only a few and far between. The non-

locals such as the Marwaris, the Bengalies, etc. are handling most of the trade and 
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business. This may be due to lack of the skill and expertise in trade and entrepreneurship or 

due to the lack of investible resources. At the same time we find that there is a shortage of 

supply of workers/coolie in risky areas like mining and construction, in dirty jobs as well 

as in those types of job that require heavy head-load. The local people do not take up these 

jobs, maybe due to their easy access to jobs, abundant land resources to support them and 

their being sparse in population in ratio to their land, or simply due to their habit of being 

averse to hard work. 

  Iewduh or Barrabazzar is the main centre of trade and business in Shillong. All the 

agricultural and the non-agricultural goods are brought from the rural areas to be traded in 

this biggest market of the state. Goods from other states also come here for redistribution 

to the different villages of the state. Meghalaya produces potato, tomato, betel nut, ginger, 

timber, tezpatta, turmeric, broomstick, etc. abundantly to be sold to other states. 

Barrabazzar has the key role in this business. The state has to import almost all 

manufactured goods (save cement and perhaps coal) from outside. It imports fish and meat 

as well. Then these goods are distributed to various places in the state.  Barrabazzar has a 

key role in this business as well. The state is rich in mineral resources and exports coal, 

limestone, etc. to Bangladesh and other places. It is important to note that among those 

who run trade and business in Shillong, there are many women, which reflects their 

matriarchal society. 

  As mentioned earlier, there are no major industrial houses in and around the city, 

and therefore, it does not have any significant numbers of industrial workers. Yet, there are 

people working in small scale and cottage industries in and around the city. They are 

employed in the auto-servicing and repairing workshops, sawmills, steel-fabrication, 

printing press, furniture, body-building for trucks and buses, cement-block making, etc. 

Majority of these workers are employed in automobile workshops scattered all over the 

localities. Earlier there were also quite many sawmills the town, but now they suffer a 

setback because of the Supreme Court’s ban on felling of timbers. Many sawmills have 

been closed down. As a result, a large number of people in the rural and urban areas are 

thrown out of employment. This has created immense hardship for the labourers who used 

to earn their livelihood from the timber trade either directly or indirectly. Consequently, 

many labourers from rural areas have migrated to the city and other places in search of 

livelihood. For their survival, these ejected labourers are willing to do any kind of work 

available to them such as coolie in market place, serving as cobbler, cleaning jobs, working 

in mines, etc. 

 Shillong, being the State Capital, houses most of the administrative offices of the 

State as well as the Central government. The employees of these govt. organizations reside 

in Shillong. Then there are the people engaged in semi-govt. organizations and the private 

establishments, etc. There are self-employed people working either as taxi or bus operators 

or in small trades and petty businesses like shop keeping, food catering, hawkers, etc. The 

percentage of people working in transport services is quite large because of the high 

concentration of cars per population in the city. The remaining lot of workers are engaged 

as casual workers at construction sites, as salesmen and saleswomen, maid-servants, 

drivers and helpers, bus managers, carpenters, muster-roll, teer (arrow) gambling business, 

vendors, coolies, and so on.  

Over the years, population of Shillong has been increasing. A year before the 

carving out of Meghalaya state from the then Assam, the population of Shillong was about 



 5 

1.23 lakhs. After it became the State capital of the newly born state of Meghalaya, it 

experienced a steep rise in population. The decadal growth rate of population during 1971-

81 was 42.32 percent. This is the time when many people migrated into Shillong. In 1981, 

the population of Shillong was about 1.75 lakhs. It increased to 2.23 lakhs in 1991. At 

present, the annual average growth rate of population in Shillong is about 2 percent. 

The literacy rate of the people of Shillong is 77.69% (M = 80.20% and F = 75.16% 

as reported in the Census, 2001). A few years ago, the number of educated people were not 

many and as such the scope of employment in govt. offices was high; but in recent years, 

due to an increase in the literacy rate, there are many educated unemployed in the town. 

There are meager opportunities of a job in the Govt offices. Therefore, many educated 

people, especially those who are not technically trained, are unemployed or only partly 

employed. A great many of the educated youths join as teachers in the private 

schools/colleges either as part-time or as full-time workers. Every year new schools and 

colleges are being opened and they appear at every nook and corner of the city. Due to the 

surplus number of educated manpower in the city, these school and college teachers are 

paid at the minimal rate. They are exploited thoroughly by the commercial institutions, 

which on the other hand charge a very high admission and tuition fees from the students. 

Private schooling and college education is a roaring business in the city. It may be 

unbelievable that a teacher’s pay in some private institutions is less than the w ages of the 

daily labourers, but this is a gruesome fact. 

 

4. Data Base of Investigation: This work is based on the data obtained by us through 

primary sources (surveys).  Some procedural details of data collection are given below. 

 

Choice of the Constituents in the Category of Wage Goods: Since our study concentrates 

around the workers of the lowest rung whose purchasing power is very limited, we are 

aware that their consumption is concentrated mostly on the basic necessities of life. 

Further, as the area that we are covering consists mostly of the tribal population who are 

meat eaters, we have included two types of their favourite meat namely, pork and beef in 

their consumption basket. The other important constituents of daily food are rice, dal, 

sugar, tea, potato, onion, mustard oil, atta, biris/cigarettes, fish, kwai (pan + betel nut) and 

vegetables, and to cook food fuel is needed. An interesting point to note here is that in this 

particular area, the people are very fond of chewing kwai or pan and it is a part of their 

custom and tradition. Whenever their guests, friends or neighbours visit them, they 

welcome the guests by offering kwai. As a result, kwai claims a significant proportion of 

their expenditure. 

Choice of the Markets of Wage Goods and the Casual Workers: We have chosen 

Barrabazzar market for collecting data on wage goods. This is the main market that 

supplies all types of goods and commodities. However, we have taken care to see that the 

prices of wage goods are being collected only from the retail sellers within the same 

market. That is because the casual workers are retail buyers who buy the wage goods in the 

evening while they come back home from their work. We hold that wholesale prices are 

inappropriate for our purpose. To avoid (retail) price variation among different shops and 

among different qualities of goods, we have recorded both the lower side and the upper 

side quotations of prices of the goods. The average obtained from these (low and high) 

price quotations will give us a better picture. 
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Regarding the market of the casual workers, we have collected data from a number 

of localities of the Greater Shillong and its suburbs where we could find plenty of unskilled 

labourers. We have not surveyed the casual workers from the main city areas of 

Laitumkhrah, Mawkhar, Jaiaw, Lachumiere, Nongthymmai or Laban because they (casual 

workers) are few in numbers there and most of the inhabitants in these localities are in the 

govt. services. Majority of workers stay in the outskirts of the city since there they pay a 

lower house rent and in the backyards they can cultivate some vegetables in small gardens 

and also keep some chickens or cattle like pigs. 

Choice of Periodicity in Data Collection: The price data have been collected twice a 

month (once in a fortnight) from the retail price shops in the Barrabazzar market. The price 

data were first recorded on November 15
th

, 1996 and the last data was recorded on the 4
th

 

of February, 2000 during a span of over three years. Altogether 77 times/rounds of data are 

collected. As for the income (wage, employment, etc.) and expenditure data, the surveys 

have been conducted once every six months. On an average, it took four to five days to 

collect these data in one round of the survey. The data have been recorded in the month of 

December and January in winters and July-August during summers. The first set of data on 

income-expenditure was recorded in December 1996 and January 1997 and the last data 

were recorded in January 2000. Altogether there were seven rounds of survey that covers a 

period of  a little over 3 years.  

The Design of Survey: The source of data that we use in our study is based on the surveys 

conducted by us, and it is related to time series of income, expenditure, wages, prices and 

cost of living of casual workers during a period of three years. We framed our questioners 

in such a way that it matches with our scheme of work.  

There are two sets of questioners that we have designed. The first is a simple chart 

or table where we recorded the prices of important wage goods by taking both the lower 

and the higher range at different dates, twice a month.  

The second set of questionnaires deals with income-expenditure of the casual 

workers. These data were collected twice a year, i.e. once every six months. On the income 

side, we have designed the questioner in such a way as to collect information about the 

various sources of income of the labourers, the types of labour, age, sex, educational 

qualification, no. of working days and the wage rate per day/month. Besides, we record the 

total no. of members in the family. We also enquired of their additional sources of income 

such as income from part time job, and the imputed income from cattle rearing, kitchen 

garden, etc. 

On the expenditure side, we collected information regarding the expenditure of the 

household per week or per month on different wage goods including the house rent. 

Majority of the respondents report their expenditure per week, which is easier for them to 

remember and to calculate. To extract information about income is quite a sensitive issue. 

It is difficult for the respondents to remember and calculate their weekly/monthly 

expenditure. To overcome these problems, we inquired of the minimum and maximum 

wage rate earned by the worker per day at different point of time. Then we multiplied the 

average wage rate by the average no. of working days to arrive at the total income per 

month. In case of expenditure if they could not tell proper amount of consumption we 

adopted the same method of taking an average consumption of a particular commodity in 

quantity either per week or per month and then multiply by the price (prevailing at the time 

and considered most appropriate) of respective commodities to arrive at the total 
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expenditure per month. Some respondents, however, could give a proper account of their 

income and expenditure. 

In order to identify the family/household of the labourers during the course of 

survey from different places, we have tried to judge from the condition of the house. We 

would enter into such houses which looked old and worn out or in those long houses in the 

slum areas where there were many tenant households staying in small rooms - usually two 

rooms to three rooms houses. In some cases, they stay in a single room houses. Another 

technique of identifying them was to go and find them in the outskirts of the town because 

in those places, the house rent is less and many of the casual labourers are found in such 

places. Only a few of the households have their own houses. Our survey is also designed in 

such a way as to include various communities living in the town and its suburbs. We 

included labourers from Nepalese, Assamese, Bengali, Bihari, Bodo and Khasi 

communities, etc.  

During the survey we have intentionally avoided those households who are having 

many members working as self-employed, govt. services, teachers, etc. though in one or 

two cases we have included even those households that have one or two members engaged 

in govt. services like peon or teachers in private institutions. Here and there, we have 

included one or two households whose members are running a small retail shop. 

  Altogether there were seven rounds of data collection for the income and 

expenditure of the labourers. Our aim was to collect 20 to 21 households per round of 

survey. However, it was found that out of 20 to 21 households some of them, occasionally, 

had to be rejected because the respondents could not provide proper information. Finally, 

we could collect expenditure data from 127 households.  

It is important to note that those households that have been interviewed in those 

seven rounds are not the same people/households, as in each round new households were 

being taken. This practice gives us a more consistent information and wide covering.  

The types of labour that are included in our study are carpenters, mechanics, 

drivers, agricultural labourers, carriers, cleaners, house-maids, tea-sellers, bus conductors 

and helpers, sawmill workers, plumbers, porter in market place, coolie in construction 

work, dhobi, muster roll, etc.  

 

5. Main Findings: In analyzing the casual labour market in Shillong we have seen that in 

case of the general casual labour market, the supply curve is almost parallel to the 

horizontal (wage rate) axis while the demand curve is steeply falling. In case of unskilled 

casual wageworkers the supply curve is gently rising in response to the increase in the 

wage rate of unskilled casual wageworker. These are the supply and demand curves faced 

by a typical casual wageworker household. It is to be noted that in general a casual 

wageworker household supplies around 45 labour-days per month. There are 266 casual 

wageworkers in 140 households (surveyed by us), which means that an average household 

supplies two (1.9 when not rounded off) casual wageworkers, each working for about 22.5 

days in a month. With the average household size (of the casual wageworker ) being 5.4 

persons, the dependency ratio is about 3.4 persons per two workers or 1.7 persons per 

wageworker. 

We found that wage rate (of a general casual wageworker) is about Rs. 60 per day, 

which in case of an unskilled worker is  about Rs. 47 only. With each of the two working 

members getting some job for 22.5 days in a month, an average casual wageworker 
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household would earns Rs. 2700 (=22.5*2*60) per month, which is an upper bound on the 

wage earnings. This works out to be Rs. 500 per capita per month. More exactly, average 

earning would be Rs 2565 (Rs. 475 per capita per month). For an average unskilled casual 

wageworker household these figures are Rs. 2000 and Rs. 372 (per capita). Thus, casual 

wageworkers in Shillong earn only a subsistence  wage. 

It is worthwhile to invoke the standard (and internationally accepted) definition of  

‘subsistence wage’. ILO (1996) defines it as the hourly wage sufficient to buy 1 (one) 

kilogram of the lowest-priced staple cereal. As ILO notes, the median time to earn this 

subsistence wage (internationally) is 37 minutes and that is the time in India as well. From 

our survey we have found that price of 1 kilogram of rice (the staple cereal in the study 

area) varied between Rs. 8.5 to Rs. 10.0 during 1996-1998. The range was Rs. 10 to 11.5 in 

1998-2000. The upper limit of daily wage rates of unskilled casual workers was Rs. 50. 

Work hours (per day) were 7 to 8 hours. From these figures, the hourly wage rate works 

out to be Rs. 7.0 or less, which cannot buy 1 kilogram of rice. Additionally, casual 

labourers in Shillong have no claim to ILO’s Social Security (Minimum standard) 

Convention, 1952 (that is, medical care, sickness and maternity benefits, family benefits, 

unemployment benefits, employment injury, invalidity and survivors'  benefits, and   old 

age benefits).    

 

The following two tables abridge our findings on the patterns in consumption 

expenditure of casual workers in the study area. Consumption function and propensities to 

consume also have been estimated. The average propensity to consume is 0.75. 

 

Table 5.1: Mean Household Consumption Expenditure (Rs./month) on Wage 

Goods Items(Incurred by a typical Average Casual Wage Worker Household) 

Rice 500.20 Atta 24.68 Soap 37.78 

Dal 39.48 Cigarettes 41.15 Fuel 167.17 

Sugar 65.09 Fish 71.23 House rent* 304.26 

Tea 41.25 Beef 186.89 Milk 31.32 

Potatoes 76.98 Meat 78.27 Miscellaneous 6.57 

Onions 22.28 Pan + Nuts 122.02 Adj for H rent* (50.31) 

Mustard Oil 84.20 Vegetables 79.32 Total Expenditure 1980.16** 

 

Table 5.2: Income and Family-size Elasticities 

(based on linear regression analysis) 

Coefficients Elasticities Goods Constant 

Income Fam-size 

R2 F Value 
Income Capita 

Atta 16.330 
(1.722) 

0.00018 
(0.058) 

1.390 
(0.877) 

0.008 0.50 0.0186 
 

0.3131 
  

Beef 44.007 
(1.127) 

0.02394 
(1.89) 

15.145 
(2.32) 

0.113 7.80 0.3221 
 

0.4437 
 

Dal 15.377 
(1.703) 

0.004275 
(1.460) 

2.162 
(1.432) 

0.057 3.66 0.2838 
 

0.3125 
 

Fish 28.660 
(1.614) 

0.01215 
(2.110) 

1.941 
(0.654) 

0.057 3.72 0.4384 
  

0.1525 
  

Meat 0.01318 
(0.001) 

0.03597 
(4.373) 

-2.247 
(0.530) 

0.149 10.68 1.1573 
  

-0.1574 
  

Milk 34.267 0.001387 -1.081 0.001 0.07 0.1102 -0.1870 
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(1.893) (0.236) (0.357)   

Mustard 
oil 

41.983 
(3.097) 

0.01275 
(2.900) 

1.691 
(0.746) 

0.098 6.64 0.3859 
  

0.1114 
  

Onion 9.181 
(2.832) 

0.00256 
(2.434) 

1.217 
(2.245) 

0.136 9.60 0.2896 
  

0.2998 
 

Potato 29.801 
(2.045) 

0.00672 
(1.422) 

5.528 
(2.269) 

0.091 6.09 0.2200 
 

0.3940 
  

Rice 93.965 
(3.074) 

0.04339 
(4.377) 

54.137 
(10.597) 

0.633 104.99 0.2187 
 

0.5940 
  

Sugar -6.194 
(0.864) 

0.009385 
(4.035) 

8.728 
(7.281) 

0.487 57.95 0.3618 
 

0.7327 
 

Green 
Vegetables 

52.598 
(3.780) 

0.01683 
(3.730) 

-2.830 
(1.217) 

0.104 7.05 0.5346 
  

-0.1958 
 

Cigarettes 
 

15.095 
(0.901) 

0.01681 
(3.092) 

-3.184 
(1.137) 

0.073 4.80 1.0610 
 

-0.4376 
 

Pan+Nuts 
 

16.377 
(0.895) 

0.0171 
(2.882) 

11.113 
(3.634) 

0.235 18.70 0.3579 
 

0.5064 
 

Tea 14.156 
(2.414) 

0.005216 
(2.743) 

2.578 
(2.630) 

0.172 12.65 0.3175 
 

0.3417 
 

Soap 9.385 
(2.620) 

0.00223 
(1.915) 

4.167 
(6.959) 

0.390 38.95 0.1486 
 

0.6044 
  

Fuel 99.404 
(3.441) 

0.01217 
(1.299) 

6.629 
(1.373) 

0.049 2.13 0.1846 
 

0.2189 
  

House-rent 186.091 
(4.948) 

0.01089 
(0.893) 

6.612 
(1.052) 

0.027 1.662 0.1101 
 

0.1456 
 

Miscellany -9.478 
(1.000) 

0.003427 
(1.115) 

1.360 
(0.859) 

0.027 1.72 1.2983 
 

1.1219 
 

Figures in the parentheses are t values. 

 

As it may be seen in table 5.1, rice and house rent are the first two major claimants, 

accounting for a little over 40 percent of the total expenditure on wage goods. Beef, fuel 

and pan (+betel nuts) are the next significant claimants accounting for an additional 24 

percent of the total expenditure. Potatoes, onions and vegetables together claim for some 9 

percent of the total expenditure. Sugar, tea and milk together account for about 7 percent of 

the total expenditure. Fish, beef, meat (includes pork and mutton), potatoes, onions, 

vegetables and mustard oil together claim for a little over 30 percent of the total 

expenditure. These groupings are mainly for denoting a meaningful consumption sub-

baskets. 

We have found that the average family/household size of a casual wage worker is 

5.4 persons. Thus, the per capita expenditure on consumption of wage goods works out to 

be a little over Rs. 360 per month or Rs 12 per day. We found that the monthly average 

earning of a typical unskilled casual wage worker household is Rs. 1920.31 (median = Rs. 

1650), while that of a skilled casual wage worker is Rs.2098.43 (median = Rs. 2000). A 

number of households have skilled as well as unskilled casual wage workers. The monthly 

average income of an unspecified casual wage worker household is Rs. 2389.34 (median = 

Rs. 2182.50). The monthly average income of an unspecified casual worker household is 

more than the specified (skilled as well as unskilled) casual wage worker household, for in 

the former (unspecified) category there are many households with more than one earning 

member, some skilled and others unskilled. In view of these figures, the monthly average 

expenditure on wage goods (that does not include expenditure on medicines, education of 
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children, clothes, small consumer durables, etc.) is quite a substantial percentage of 

income. Unless a casual wage worker household has more than one earning member, it 

may have serious difficulties in subsistence. We have computed income and family-size 

elasticities of demand for wage goods, as presented in table 5.2, which indicates inelastic 

demand for wage goods as a whole.   

Next we study the trends in wage goods prices and cost of living index of casual 

workers in Shillong. Among the wage goods we have included 33 commodities which have 

been classified into comprehensive categories such as atta, rice, dal, sugar, tea, potatoes, 

Vegetables, Meat, fish and beef, onion, mustard oil, stimulants  (biri, cigarettes and Pan & 

betel nuts), etc.  Movements in the prices of these goods have been analysed. The increase 

in the cost of living has also been compared with the increase in wage rates of casual 

workers during the study period of this investigation. 

We apply Factor Analysis to analyze the components of movement in prices of the 

wage goods and extract three factors. Among the three factors derived, the first factor most 

closely relates to trends in the movements of prices. The second factor is likely to measure 

a cycle. It has been observed since the olden days that during summer prices are lower 

(while the cost of living of labourers is lower) and during the winters the prices are higher. 

However, the abnormal and sudden rise in the index during July-September 1998 attaining 

the peak in the winters of 1998-99 followed by an equally violent nose dive afterwards 

reminds us of the months during which the prices of several wage goods (onion, potato, 

mustard oil, etc.)  skyrocketed to instill shocks of terror among the minds to the people in 

general and the labourers in particular.  The third factor closely resembles three-year 

cycles, the shortest among the cycles that are common in agricultural products. It is to be 

noted that most of the wage goods are of an agricultural origin. 
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To simplify the trend component in the wage goods prices we apply regression 

analysis on Factor-I (Score vector) as a dependent variable and time (measured in months, 

starting with Nov.-Dec. 1996=1) as the explanatory variable. The regression exercises are 

carried out for low as well as high prices and all the three factors. For both the prices (low 

and high) the models fit very well.  
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Table 5.3: Lower, Higher and 
Average Cost of Living Indices  in Shillong 

Cost of Living Indices Nov. 1996 – 

March 1997 

= 100 

16

1

Li Lit

i

Q P
=

∑  

16

1

H i Hit

i

Q P
=

∑  

16

1

M i Mit

i

Q P
=

∑  

IL IH IM 

Nov.1996=1 Per Hhold Per Hhold Per Hhold ----------- ---------- -------------- 

2 1616.07 1599.55 1607.81 100.99 99.96 100.48 

3 1611.04 1615.03 1613.04 100.68 100.93 100.81 

4 1600.48 1603.53 1602.01 100.02 100.21 100.12 

       

14 1696.11 1724.34 1710.23 105.99 107.76 106.88 

15 1722.39 1734.45 1728.42 107.63 108.39 108.01 

16 1752.32 1759.00 1755.66 109.50 109.92 109.71 

       

26 1975.16 2097.88 2036.52 123.43 131.10 127.27 

27 1890.38 2015.20 1952.79 118.13 125.93 122.03 

28 1830.77 1963.78 1897.28 114.41 122.72 118.57 

       

38 1894.75 1977.44 1936.10 118.41 123.57 120.99 

39 1848.30 1939.70 1894.00 115.50 121.21 118.36 

40 1802.41 1907.19 1854.80 112.63 119.18 115.91 
 



 14 

Finally, we have constructed the cost of living indices (for low as well as high 

prices of wage goods). A summary of the cost of living indices is given in table 5.3. 

Overall, during our study period of three years, a 20 percent increase in the cost of living 

index is observed. The Figure shows the trends in cost of living. Five-Month Moving 

Averages of Cost of Living Indices provide a better picture of the trends in movement of 

cost of living during Nov.-Dec. 1996 to Feb. 2000, the study period). Clearly, during a 

little over 3-years’ period, there is a 20 percent rise in cost of living of casual wage 

workers in Shillong. This comes to (about) 6.25% compound annual rate of increase or 

about 6.67% average annual rate of increase in cost of living. 

 

Table 5.4: Five-Months Moving Average 

Cost of Life Index of Casual Wage Workers in Shillong. 
Month MAIL MAIH MAIM Month MAIL MAIH MAIM 

3 99.516 100.112 99.818 21 116.72 119.238 117.98 

4 99.238 100.722 99.984 22 120.278 123.592 121.936 

5 99.082 101.514 100.302 23 122.604 127.2 124.904 

6 99.326 102.934 101.134 24 123.218 128.968 126.094 

7 100.47 104.678 102.578 25 121.798 128.682 125.242 

8 101.924 105.748 103.84 26 119.446 127.214 123.332 

9 103.178 106.446 104.816 27 117.452 125.53 121.494 

10 104.398 107.196 105.8 28 116.372 124.31 120.344 

11 105.348 107.286 106.32 29 116.514 123.794 120.158 

12 106.066 107.438 106.754 30 117.494 123.984 120.742 

13 106.998 108.242 107.622 31 118.832 124.214 121.526 

14 107.826 108.868 108.348 32 120.208 124.162 122.188 

15 108.638 109.302 108.972 33 120.888 124.288 122.59 

16 109.094 110.068 109.582 34 120.982 124.598 122.792 

17 109.266 110.608 109.938 35 120.802 124.578 122.692 

18 109.726 111.236 110.482 36 119.568 123.898 121.736 

19 110.736 112.728 111.734 37 117.456 122.898 120.18 

20 113.026 115.396 114.212 ----- ----- ----- ----- 

 

 

We may ask: are changes in wage rates of casual wage workers commensurate with 

the changes in their cost of living ? In the later half of our study period, wages of unskilled 

workers have systematically lagged behind the increase in the cost of living index. Wage 

rates of unskilled workers have increased by 11 to 12 percent while the cost of living has 

increased by 20 percent during the study period. 

However, wage rates of skilled workers, which increases by (about) 80 percent or 

so, succeeded at overpowering the increase in the cost of living. Obviously, the unlimited 

supply of unskilled casual wage workers from the rural Meghalaya, Nepal, Bihar, Bengal, 

Bangla Desh, Assam, etc to Shillong has kept up an excess supply of unskilled casual wage 

workers much above what is demanded for in the market. However, that is not the case 

with the skilled casual wage workers. Additionally, it is not unlikely that urbanization, 

development and rise in secondary as well as tertiary sector activities in Shillong has 

created more jobs for skilled casual wage workers more in proportion than that for the 

unskilled casual wage workers. That is why the increase in wage rates are favourable to the 

skilled casual wage workers. 
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        Trends in Cost of Living Indices for Casual WageWorkers in Shillong 

(Five-months moving average) 

 
 

 

 
 

6. Prescriptive Remarks: The Govt. of Meghalaya raises the (nominal) minimum wage 

rates from time to time (vide table 6.3(i)). It appears that market wage rates hover around 

the minimum wage rates announced by the Government, but they do not set the bottom line 

of wages. Nevertheless, minimum wage rates announced by the Government are 

subsistence wages while they could be efficiency wages. It appears that if the efficiency 

wages are set significantly higher than what the market would warrant, they would not be 

effective, unless strictly followed and monitored. It may as well happen that at the higher 

wages, unemployment increases. Even now, there is an unlimited supply of workers 

(especially the unskilled ones) ready to work at the prevailing wage rates, but failing to get 

the job.    

Under the prevailing conditions, it would be suggested that the efficiency wages – 

significantly higher than the subsistence wages – are announced as the minimum wages by 

the Government. But furtherance of unemployment will be its cost. Thus, one is caught 

between the horns of a dilemma.  Furthermore, while poor governance mars every 
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development effort and the soft state habitually drifts from one to another stand every now 

and then, infirmity in implementation is not a gadfly’s skepticism. It would indeed be 

difficult to monitor the market to comply with the implementation of efficiency wages 

policy.  There is hardly any possibility of organizing the casual labourers. They belong to 

diversified communities divided on many counts. There are many who have inmigrated 

from far off lands and prefer to survive as the underdog than to indulge in the hassles of 

unionism. Their accommodative behaviour is in no way irrational. Risk aversion at the 

subsistence level of living is quite natural and rational.  So organizing casual workers on 

the union lines that may enhance their bargaining power, and monitor minimum wages 

may not be feasible from the supply side as well. The employers of casual workers are a 

collection of unorganized, ubiquitous, randomly appearing miscellany of people who want 

to pay the least, but are in effect the price takers. They would not resist hikes in wage rates 

of the casual workers, but may reduce the demand for them.  

 

 Table 5.5: Minimum Wages (Rs. per day) notified by the 

Government of Meghalaya 

Category of 

Workers 

Notification no. 

LBG.21/93/229 

dt.10/7/96 

Notification no.  

LBG.28/98/433 

dt.27/10/99 

Proposed to be 

notified  

Skilled 45 62 85 

Semi-skilled 40 54 75 

Unskilled 35 50 70 
 

Since implementation of the efficiency wage is difficult, some welfare measures can 

be taken up by the government, which would help to ameliorate the living conditions of 

casual labourers as it is done in Maharashtra. The govt. of Maharashtra has attempted to 

adopt a model code for protecting the interests of domestic servants. The domestic helpers 

are entitled a weekly holiday, paid holiday for 15 days and payment of travel expenses to 

visit native places once a year, coverage of medical expenses for full time domestic 

workers. The govt. can think of compulsory registration of the unorganized casual workers 

so that some relief measures can be extended to them like group insurance, unemployment 

allowance, house rent subsidies/allowance, compensation for injury during work and so on 

so forth. The govt. of Karnataka has recently introduced legislation for registration of 

employment and guarantee of working conditions providing for safety, health, welfare and 

security of employment of workers in the unorganized sector. It envisages the creation of a 

social Security Authority and also a welfare fund. If all the states in India could implement 

some or all of these welfare measures then the Government is true to its objectives of being 

a welfare state and maintaining growth with social justice. 

But that would be a patchwork. Widespread unemployment is a serious structural 

malady.  It has its origin elsewhere and can be treated only there. The roots of massive 

unemployment – reflected in the vast army of the unemployed ready to work at subsistence 

wages and yet not getting anything worthwhile – are in high growth rate of population, 

sluggish growth of the economy, lack of investment in manufacturing sector, poor work 

culture and inefficient functioning of those who are already in employment, etc. One 

speaks of employment multiplier. It takes on a value above unity (k > 1) when the 
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employed –  a hundred in number – are paid commensurately but produce enough that 

would in turn employ more than a hundred of workers. When the employment multiplier of 

the currently employed is greater than unity, it creates surplus value. If this surplus value is 

reinvested, the economy expands and employment opportunities increase. However, when 

the currently employed (considered as a collectivity) exhibit employment multiplier far 

less than unity, the market can only shrink over time and no new jobs can be created. 

Population increases over the years and the army of the unemployed grows larger and 

larger. Therefore, there is a need to discipline the economy, arrest the growth of 

population, promote work culture and reduce wastages.  

Meghalaya is known for being a power-surplus state, generating more electricity 

than it consumes, and therefore, it exports power to the neighbouring states. However, 

rural electrification in Meghalaya is perhaps the most sluggish in the whole North Eastern 

Region. Industrialisation without industrial consumption of electricity in the rural areas is 

only a remote possibility and without that, attempts to arresting the swelling mass of casual 

workers inmigrating from the rural to the urban centers is only a wild goose chase.   

As ILO (1996) pointed out, poor conditions of casual wageworkers in the rural 

sector cannot be ameliorated unless structural changes are successfully introduced. There 

lies the remedy of the problems of urban casual labourers also because both the problems 

(miseries of casual workers in rural as well as urban areas) are two sides of the same coin. 

Therefore, we agree with ILO in suggesting:  

1. Strong labour-intensive growth in agriculture stimulated by investments in infrastructure 

to generate more employment in and around agriculture;    

2.  major drive in support of more and broader collective bargaining;  

3. a sustained effort to improve working conditions, from transport to occupational safety 

and health, including a much reduced incidence of child labour;  

4. an employment guarantee scheme of, for example, 80 to 100 days of employment per 

year during the low season;  

5. effective application of basic labour standards;  

6. extension of basic social security benefits to agricultural wage workers. 

These measures will arrest the supply of unemployed agricultural workers to the urban 

areas and reduce the miseries of urban casual laboureres. 
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