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PERSONALITY TEST PROGRAMME 2019 
(Current Affairs Interview Issues) 

UNEMPLOYMENT 
 

The quantity and quality of employment in India has remained a matter of concern since long. In the context of the 
ongoing debate on India’s employment scenario, currently there are two contesting narratives. The first narrative is 
of jobless growth, which implies that India is creating insufficient jobs. This is evident from CMIE (Centre for 
Monitoring Indian Economy) report published in January 2019 which stated that the count of unemployed has 
increased by a substantial 11 mn over the year 2018.The second narrative advocates that the issue is not paucity of 
jobs, as there are sufficient jobs in informal & gig economy which remain unaccounted in employment statistics but 
the quality of jobs and related wages. India currently suffers from underemployment with substantially low wages. 

Findings of the Periodic Labour Force Survey 2017-18 

• Government’s Periodic Labour Force Survey carried out in 2017-18 revealed that unemployment in the country 
reached an all-time high rate of 6.1%.  

• At the heart of the unemployment problem in India were young, unemployed men aged 15 to 29 years who 
comprised 21.1 million or 68.3% of all the unemployed in the country.  

• Labour force participation rate (% of people working or seeking work in the above-15 years age category) has 
shrunk from 55.5% (2011-12) to 49.7% (2017-18). There is an absolute decline in the number of workers from 467.7 
mn in 2012 to 461.5 mn in 2018. 

• The rise in overall unemployment has both locational and gender dimensions. The highest unemployment rate 
of a severe nature was among the urban women at 10.8%; followed by urban men at 7.1%; rural men at 5.8%; and 
rural women at 3.8%. 

• The decline in female labour force participation rate (FLFPR) from 31% to 24% means that India is among the 
countries with the lowest participation of women in the labour force.  

• Educated unemployment (defined as unemployment among those with at least a secondary school certificate)  
is at 11.4% compared to the previous survey’s figure of 4.9%.  

• There is a clear divide between aspirations of young Indians and opportunities available. This is evident from 
worrying trend of growing number of educated youths (15-29 years) who are ‘Not in Employment, Education 
and Training (NEET)’ [70 mn in 2004-05 to 115.6 mn in 2017-18] hence likely to go through a longer waiting period 
than their less-educated counterparts 

India’s developmental model, to an extent, is responsible for the current state of joblessness. Inadequate focus on 
labour intensive sector, languishing reforms in the labour market, inadequate edifice of vocational education and 
skill upgradation etc. has lead to the state where there is significant mismatch in the demand and the supply of well 
paying quality jobs. 

Reasons behind increasing unemployment  

• Size of the labour force in India is getting a boost from the rapid expansion of the working-age population in 
the country — the population of 15-59-year-olds increased at the rate of 14 million a year in the 2000s. 

• Nature of labour supply is changing too, with increasing enrolment of young adults for education and their 
rising job aspirations. Of all 15-29-year-old females in India, 31% had been attending schools or colleges in 2018, 
up from 16.3% in 2005, though the skills acquired by the young people seems inadequate to cater to the demand. 

• Movement of workforce out of agriculture: As the average size of land holdings decrease due to greater 
fragmentation and farming becomes less remunerative, more and more people are moving out of agriculture. 
But non-agriculture employment is not enough to absorb excess labour supply. 
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o Size of the workforce engaged in agriculture & allied activities has been declining in India: from 258.8 million 
in 2005 to 197.3 million in 2018.  

o The problem of disguised unemployment in agriculture has increased due to modernization of agriculture.  
o Marginal farming is becoming more unviable in present times, forcing small cultivators to join as agricultural 

labourers and also seek non-agricultural casual employment. This has increased the number of landless 
farmers. 

o Even allied agricultural activities saw an absolute decline in employment due to mechanization of the sector, 
feminization of rural agriculture (more women have less time for livestock/poultry as male migration 
increases). 

o Lack of adequate regular jobs may be one of the reasons behind frustrations of educated and landed 
sections of rural India, like Jats, Patidars, Marathas etc, who are demanding job quotas. 

• Poor growth in manufacturing jobs: Indian manufacturing sector suffers from twin issues of inadequate job 
creation and low quality jobs that, in turn, raises the level of working poverty  
o Manufacturing is becoming more capital-intensive and automated, which provides growth but doesn't 

provide mass employment (blue-collared jobs).  
o The focus is on skill intensive (e.g. Gems & Jewellery etc.) instead of labour intensive sectors (e.g. 

leather/textile/food processing/electronics).  
✓ Cut-throat competition from neighbouring countries like Bangladesh, Vietnam etc., unfavourable 

currency movements, temporary impact of duty drawback rates, are some of the reasons for this 
neglect. 

o Currently, indigenous manufacturing faces numerous challenges such as high corporate tax rate, inverted 
duty structure etc. 

o After 1991, India liberalized the capital markets, but not the land and labour markets. Since capital was 
easier to come by, the bias against employing labour got accentuated.  

• Service sector jobs with low employment potential: In India, the period of growth of service sector coincides 
with that of “jobless growth”. 
o Services growth has been led by sectors with low employment potential such as IT, business services, 

financial services etc. 
o Exports low in employment intensive services such as hotels and restaurant, construction services, 

transport etc. 
o Generally, the share of services in employment rises faster than its share in GDP, but this didn’t happen in 

India. In India, services sector is marked by a dualism.  
✓ There is a sub segment which is high paying but employs very less number of people and bulk is low 

paying, but has large volume of jobs. 
✓ According to the ILO’s World Employment Social Outlook - Trends (2018), a significant portion of the jobs 

created in the services sector over past couple of decades have been in traditional low wage and low 
value-added services (e.g. retail trade, urban services like domestic maids, drivers etc), where 
informality & vulnerable forms of employment are dominant.  

o Between 2005 and 2012, construction absorbed workforce exiting agriculture in rural areas, especially in 
Uttar Pradesh, Rajasthan, Bihar and Madhya Pradesh. However, post 2012, new employment opportunities 
in construction sector shrunk rapidly.  

• Not enough formal jobs: Majority of job growth has been in the informal sector (65%) in comparison to formal 
sector since liberalization.  
o Slow pace of labour reform has encouraged firms to resort to strategies such as hiring of informal contract 

workers.  
o Also, with increased labour demand in infrastructural growth, workers have joined construction sector 

rather than manufacturing or services. Unlike manufacturing, it only affords seasonal and non-steady 
employment. 

o > 50% informal labour is employed in own account enterprises/unpaid family labour (High disguised 
employment). 

• Absence of job security: A shift in government policy is observed, from job security to job creation, thereby 
deprioritizing the issue of quality of jobs. This is evident from the fact that the Government has rolled out fixed-
term contractual jobs across all industry segments to facilitate faster job creation. 
o Job quality is determined by tenure of job (guarantee that unless affected by unforeseen circumstances, 

workers will not be fired easily) & by social security benefits such as pensions. 
o Share of regular workers with some form of social security - provident fund (PF)/pension or gratuity or 

healthcare/health insurance or maternity benefits - has declined steadily over the past decade. Nearly ~50% 
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of all regular workers had access to some form of social security in 2004-05. That proportion fell to 45% in 
2011-12 and declined further to 38% in 2016. 

o According to NSSO’s 2014 data, less than 1/3rd of India’s workers have written contracts. This creates large 
scale inequality in income and quality of work and eliminates the scope of skill upgradation and career 
progression. 

• Shrinking Public Sector: Public sector has generally shrunk post liberalization due to its withdrawal from many 
economic activities.  
o Government jobs, which were 19.5 million in 1996-97, are about 17 million in 2015-16.  
o The recruitment over the last 3 years through the main agencies — UPSC, SSC &RRB — show a declining 

trend in selection and recruitment, from 1.1 lakh cumulatively in FY2015 to 1 lakh in FY2017. 

• Wage crisis: A large majority of Indians are not being paid what may be termed a ‘living wage’.  
o When economic conditions are bleak and only lower-wage jobs are available, many unemployed people may 

temporarily drop out of the job market, thus showing an artificial drop in the unemployment rate.  
o Conversely, as economic optimism returns, more people may start looking for jobs, and this may create a 

temporary spike in the formal unemployment rate.  
o Hence, the problem of jobs must also be looked as a wage crisis in an aspirational India. 

• Gender and labour market: Women’s decision to join labour force is primarily influenced by economic stability at 
home, rather than educational attainment & age. With increasing family income, many women are opting out of 
the workforce.  
o They engage in ‘status production’, which refers to work that maintains and enhances family’s social 

standing (e.g. unpaid care work). It doesn’t necessarily enhance a woman’s status within the household.  

• Mindset issues: 
o Preference to white collar jobs symbolic of social status and low dignity of labour 
o Rise in voluntary unemployment due to people choosing not to work below a certain wage after 'investing' 

in education 

• Education doesn’t focus on employable skills: This has led to a situation where, inspite becoming increasingly 
more educated, Indian labour force lacks skills required by the industry. 
o Also, there is an inherent gender bias in choice of subjects. According to UNESCO (2017), only 30% of all girl 

students in India select Science, Technology, Engineering & Mathematics (STEM) related fields in higher 
education. This rules them out from higher paying STEM jobs. 

• Lack of data: The government’s decision to discontinue the NSSO’s 5 year household surveys, failure to regularly 
release Labour Bureau’s Quarterly Report on Changes in Employment and delay in releasing the NSSO’s Periodic 
Labour Force Survey has not left policymakers with any credible latest data. 

Way Forward 

India’s demographic dividend, touted as competitive advantage, is critically dependent on meeting growing 
aspirations of those entering or wishing to enter labour force. To satisfy these aspirations, India needs to create 
more jobs, than currently being created, and critically, more ‘good’ jobs. 

• Analyzing and Improving Labour Market Data: Availability of detailed, reliable, and comprehensive information 
on the labour market is critical to meet the employment challenge through well-targeted policies and 
programmes. 
o Create Labour Market Information System (LMIS) for identifying skill shortages, training needs and 

available employment opportunities. This would facilitate greater synchronization with portals like National 
Career Service to address skill shortages and meet the demand for labour in different sectors. 

• Education and Skill Development: Government must ensure that the education, training and skill development 
system is aligned with the changing requirements of the labour market.  
o It includes measures to integrate vocational education with formal education, ensure greater participation 

of the private sector in skill development and wider use of the apprenticeship programmes by all 
enterprises. 

• Improving Women’s Participation in the Economy: The employment policy, in line with SDG 5 on Gender 
Equality, should focus on developing women’s human capital and capabilities; providing support for their care 
responsibilities (e.g. Maternity Benefits Act 2016); establishing gender-sensitive labour market regulations; and 
enhancing their voice and capacity for collective action. 

• Address the issues facing agricultural sector. It will have a direct impact on the welfare of nearly half the 
country’s workforce, increase in domestic demand, reduce the rural-urban earnings gap, migration, informality 
and unemployment, and therefore lead to better working conditions in the cities and a fall in commodity prices 
and reduced inflationary pressures. 
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o Increased public investment in the form of irrigation, extension services, local storage and value-addition 
capacity, and better transport 

o Increased outlays for MGNREGA, making it a truly demand-led programme 
o Direct income subsidies and phasing out subsidies which allow leakages 
o Increase social infrastructural investment in rural areas 

• Focus on small and medium enterprises (SMEs) & entrepreneurship under Make in India programme: SMEs 
employ 40% of the country’s workforce and represent about 45% of India’s manufacturing output and 40% of 
India’s total exports. 
o Special packages for labour intensive industries such as food processing, leather & footwear, wood 

manufacturers and furniture, textiles and apparel and garments. 

• Revamping industrial policy to provide for tax incentives, FDI, coastal & special economic zones, and change in 
labour regulation regimes.  
o Wage subsidy is an effective way of incentivizing formal employment. For e.g. According to Odisha Apparel 

Policy & Gujarat Apparel Policy, state governments bear a share of employee wages.  
✓ In Budget 2018-19, the Union Government announced a scheme, wherein, it bears the entire 12% of the 

employers’ contribution to the Employee Provident Fund Scheme for new employees of all sectors for 3 
years. 

o An industrial policy is needed which provides for adequate infrastructure, credit, market access & IP rights 
protection. It can be the basis on healthy and expanding non-farm sector in rural areas contribution to job 
creation, increasing productivity and alleviating pressure on cities.   

• Adopt a Universal Basic Services approach: Non-tradable service sector, particularly in social segment of 
education, health etc. has significant potential for job creation as well as the capacity to deliver equitable and 
green growth. A ‘universal basic services’ (UBS) approach can be imagined that delivers human capital advances 
alongside job growth. 

• Income Support: For e.g. Mukhya Mantri Yuva Nestam Scheme in Andhra Pradesh: Unemployment allowance of 
₹1000/- pm for youth between 22-35 years of age through DBT using Aadhaar  

• Targeted Programmes for Employment Generation: Programmes like Mahatma Gandhi National Rural 
Employment Guarantee Scheme must be reformed to ensure that rural unemployed find adequate employment 
on a more sustainable basis and there are increased opportunities for women and other socially disadvantaged 
groups. 

• Employment and Labour standards: Policy initiatives must be aimed at improving incomes, working conditions, 
and promoting occupational health and safety for those engaged in the informal sector.  
o Implement the recommendations of 2nd National Commission on Labour by amalgamating and rationalizing 

the existing labour laws into 4 codes: 
✓ Labour Codes on Wages 
✓ Industrial Relations 
✓ Social Security & Welfare 
✓ Safety and Working Condition 

• Lastly, the government must curb corruption and regulate other drivers of inequality and joblessness such as 
crony capitalism. It must focus on progressive taxation, reducing tax evasion and maintaining buoyancy of tax 
revenue. Additional revenue generated from these measures must be invested in social protection and essential 
services such as health and education. 
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Summary 

The quantity and quality of employment in India has remained a matter of concern since long. One narrative is that 
there is a paucity of jobs in the economy. Another narrative is that, while there are jobs created in informal and gig 
economy (which remain unaccounted in employment statistics), quality of jobs is poor and wages are low. 

Findings of the latest Periodic Labour Force Survey (2017-18) 

• Unemployment in the country reached an all-time high rate of 6.1%.  

• 68.3% of all unemployed were aged between 15-29 years.  

• Labour force participation rate has shrunk from 55.5% (2011-12) to 49.7% (2017-18).  

• Highest unemployment rate is among the urban women at 10.8%. India is among the countries with the lowest 
participation of women in the labour force 

• The issue of educated unemployment is also quite acute at present. 

• Growing number of educated youths (15-29 years) who are ‘Not in Employment, Education and Training (NEET) 
shows clear divide between aspirations of young Indians & opportunities available. 

Reasons behind increasing unemployment 

• Size of labour force increasing due to rising working-age population. Nature of labour supply is changing too, 
with increasing enrolment of young adults for education & their rising job aspirations. 

• Movement of workforce out of agriculture due to fragmentation of landholding, poor price realization etc. 
Disguised unemployment due to increasing mechanisation of agriculture. 

• Poor growth in manufacturing sector due to greater focus on skill/capital intensive sectors instead of labour 
intensive sectors, taxation issues, lack of labour market reforms etc. 

• Service sector growth led by sectors with low employment potential while majority of jobs are created in 
traditional low wage and low value-added services (e.g. repair, urban services like domestic maids, drivers etc.) 

• Share of informal employment is large. Slow pace of labour reforms has encouraged hiring of informal contract 
workers. 

• Shift of focus from job security to job creation has de-prioritized the issue of quality of jobs. 

• Shrinking public sector.  

• Wage crisis prevalent as a large majority of Indians are not being paid a ‘living wage’.  

• Overall low participation of women in the paid workforce is low as well as gender segregation in industrial 
(predominantly male) and services workforce (e.g. male in financial services/women in domestic workers) 

• Preference to white collar jobs symbolic of social status and low dignity of labour. 

• Education not leading to employability as well as gender bias in choice of subjects 

• Lack of data on unemployment post discontinuation of NSSO’s 5 year household surveys. 

Way Forward 

• Analyzing and improving labour market data for well-targeted policies and programmes by creating a Labour 
Market Information System (LMIS) 

• Integrating vocational education with formal education, ensuring greater participation of the private sector in 
skill development and wider use of the apprenticeship  

• Developing women’s human capital and capabilities by providing support for their care responsibilities and 
establishing gender-sensitive labour market regulations 

• Address the issues facing agricultural sector by increasing public investment in agriculture, increasing MNREGA 
outlay, social infrastructural investment in rural areas etc. 

• Focus on small and medium enterprises (SMEs) & entrepreneurship with special packages for labour intensive 
industries 

• Revamping industrial policy to provide for tax incentives (e.g. wage subsidy), FDI, coastal & special economic 
zones, industrial craft clusters and change in labour regulation regimes. 

• Adopt a universal basic services approach particularly in health, education, transportation etc can have 
significant multiplier impact on job creation. 

• Income support schemes like Mukhya Mantri Yuva Nestam Scheme in Andhra Pradesh 

• Lastly, the government must curb corruption and regulate other drivers of inequality and joblessness such as 
crony capitalism. 
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