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India’s labour market is ailing. Progress on

wages - accurately reflect the state of the job

addressing the employment crisis has been mired

market. In its second term, Prime Minister Modi’s

in a raging debate over the scale of job creation,

government has an opportunity to move beyond

the availability of data, and which sources and

this debate, acknowledge what ails the labour

indicators – unemployment or productivity and

market, and take measures to address the crisis.

What are the challenges?
Only one in two Indians of working age, 15 years

low labour force participation is a loss of precious

and above, participate in the labour force.i Fewer

productive potential.

than one in four women 15 years and above -- 23.3
percent -- enter the labour market.ii Female labour
force participation has declined consistently since
2004 when it was 42.7 percent.iii This drop can be
attributed to several factors ranging, for instance,
from girls staying in education longer and
delaying their entry into the labour market, to
the ‘middle income effect’. A lack of demand from
female friendly industries such as apparel and
footwear, and continuing social disapproval are
both important factors.iv Other culprits include
migration and the nuclearization of families
where there are fewer women in the household
to contribute to domestic work. Female or male,

Unemployment is also a loss of productive
potential.

Recent

data

suggests

that

unemployment rose to 6.1 percent in 2018.v A
rise in unemployment can largely be explained
by the fact that more young people are
acquiring an education.vi With education comes
the expectation of a better job. Those that can
afford to educate themselves also tend to be in
a position to wait for the right job to come along.
The growing trend in unemployment is a matter
of concern. Arguably more pressing, certainly
in terms of the scale of the problem, is the issue
of underemployment. The quality of jobs is as
important as the quantity of jobs.

i Annual Report: Periodic Labour Force Survey (2017/2018) National Statistical Office. Government of India
Available at: http://www.mospi.gov.in/sites/default/files/publication_reports/Annual%20Report%2C%20PLFS%202017-18_31052019.pdf ?download=1
Defining labour force participation rate (LFPR) as the total number of employed and unemployed persons in the country out of the total population above 15 years
of age. Among persons of age 15 years and above, LFPR in usual status (ps+ss) was 49.8 percent; 50.7 per cent in rural areas and 47.6 per cent in urban areas.
ii Ibid
iii Ibid
iv Roy S.N. and Mukhopadhyay P. (2019) What Matters for Urban Women’s Work: A Deep Dive into Falling Female Labour Force Participation (CPR).
v Annual Report: Periodic Labour Force Survey (2017/2018) National Statistical Office. Government of India
Available at: http://www.mospi.gov.in/sites/default/files/publication_reports/Annual%20Report%2C%20PLFS%202017-18_31052019.pdf ?download=1
vi Dewan. S. 2019. Is the unemployment crisis for real? The Hindu. Available at: https://www.thehindu.com/opinion/op-ed/is-the-unemployment-crisis-for-real/
article26272911.ece
Annual Report: Periodic Labour Force Survey (2017/2018) National Statistical Office. Government of India
Available at: http://www.mospi.gov.in/sites/default/files/publication_reports/Annual%20Report%2C%20PLFS%202017-18_31052019.pdf ?download=1
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Most people in India cannot afford to be

also on opportunity. Many of India’s youth face

unemployed; they have to work to sustain

constraints on opportunity arising out of low

themselves. Among those that are working,

household income, caste, tribe, gender, special

informal employment as a share of non-

needs or religion. The inequality of opportunity in

agricultural employment was 68.4 percent in

one’s younger years manifests in an inequality of

2018.vii Informal employment usually entails

outcomes in adulthood.x

the sharing of low-productivity work, with poor
wages, and the absence of social protection.viii

Skills training, especially short-term
programs, cannot compensate for years
of poor-quality education. Training
may help a young person get a job, but
without the requisite levels of education
and soft skills cultivated early on, these
programs are unlikely to offer economic
mobility and career pathways.
India’s 361 million youth between the ages of
15 to 29 represent just under 27 percent of the
country’s population.ix Inspired by the narrative
of an emerging market economy with high
levels of economic growth, India’s youth have
rising aspirations. Yet economic trajectories are
not just built on aspirations and potential, but

Enrolment rates have increased,xi but learning
outcomes remain weak,xii especially for youth
from vulnerable backgrounds.xiii Skills training,
especially

short-term

programs,

cannot

compensate for years of poor-quality education.
Training may help a young person get a job, but
without the requisite levels of education and
soft skills cultivated early on, these programs are
unlikely to offer economic mobility and career
pathways.
If these challenges go unaddressed, the nation
will squander its demographic advantage. This
brief window, where the working age population
constitutes a rising share in the total population
with a relatively smaller dependent population,
will slam shut in approximately two decades from
now.

vii Annual Report: Periodic Labour Force Survey (2017/2018) National Statistical Office. Government of India. Available at: http://www.mospi.gov.in/sites/default/
files/publication_reports/Annual%20Report%2C%20PLFS%202017-18_31052019.pdf ?download=1
Percentage of workers engaged in proprietary and partnership (P & P) enterprises among workers (ps+ss) engaged in non-agriculture and AGEGC sectors 2017-18
(PLFS)
viii Dewan S. and Prakash D. 2019. “The Evolving Discourse on Job Quality from Normative Frameworks to Measurement Indicators: The Indian Example.” Centre
for Sustainable Employment, Azim Premji University, CSE Working Paper, Jan 2019. Retrieved from: cse.azimpremjiuniversity.edu.in/wp-content/uploads/2019/01/
Dewan_Prakash_Job_Quality.pdf. Dewan S. 2018. “Job creation: Not ‘how many’, but ‘how good’.” Economic Times 1 Mar 2018. Retrieved from: https://
economictimes.indiatimes.com/blogs/et-commentary/job-creation-not-how-many-but-how-good/
ix United Nations, Department of Economic and Social Affairs, Population Division. 2017. World Population Prospects: The 2017 Revision, custom data acquired
via website.
x Rama M. et al. 2015. World Bank. Addressing Inequality in South Asia.
xi “U-Dise Flash Statistics, 2016-2017,” School Education in India (National Institute of Educational Planning and Administration, 2018) Retrieved from: http://
udise.in/Downloads/Publications/Documents/Flash_Statistics_on_School_Education-2016-17.pdf.
xii ibid
ASER. 2018. “Annual Status of Education Report (Rural)”. Retrieved from: http://img.asercentre.org/docs/ASER 2018/Release Material/aserreport2018.pdf
xiii Dewan, Khan and Taneja. 2019. Report forthcoming
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What will it take to address these challenges?
The nation needs a National Employment
Strategy that will lay down specific goals in the
following three areas:
1. Generating productive and well-

1. GENERATING PRODUCTIVE AND WELLREMUNERATED JOBS BY FOCUSSING ON
SECTORS THAT ABSORB MORE LABOUR:
LABOUR-INTENSIVE MANUFACTURING
When seen through a jobs lens, the composition

remunerated jobs, which entails making

of growth matters even more. In addition to

public allocations to support sectors that

improving productivity and wages in agriculture

absorb more labour

(See Box 1), the nation needs an industrial policy

2. Making enduring, long-term investments
in human capital through good quality
education, skills and on-the-job training

that fosters labour-intensive manufacturing. The
National Employment Strategy should call for the
formulation of an industrial policy that propels
us beyond an ad hoc smattering of industrial

3. Strengthening labour market institutions

parks and estates, special economic zones, or

-- including thoughtful reform of labour

model townships, to undertake a series of steps

regulations, the implementation of a

to enable the growth of manufacturing firms,

statutory minimum wage, and provision

especially small ones with potential.

of social protection, especially universal
healthcare
Ministries should submit annual action plans
laying out how they intend to realize the goals
set out by the National Employment Strategy.
These plans should follow a standardized
template specifying (a) concrete actions, (b)
resourcing, (c) metrics for success and (d)
timelines. These plans should be submitted to an
appointed individual in the Prime Minister’s Office

Sectors such as agro-processing can be labour
intensive and can boost both agriculture and
manufacturing, but this requires developing
domestic

value

chains

and

associated

infrastructure. The industrial policy should actively
address issues ranging from land clearances, and
access to power, to tax incentives to help bolster
manufacturing firms, especially small ones with
the potential to grow.

(PMO) – a ‘Senior Officer In-Charge’. Consolidating

In addition to developing modern domestic

these plans under the charge of the PMO’s office

value chains, the nation’s industrial policy should

will also ensure coordination and coherence

ascertain how to support export capacity of

across different players. In the next five years, the

firms, and encourage participation in global

National Employment Strategy should focus on

value chains.xiv This calls for a reassessment of

the following:

current tariff structures, especially the inverted

xiv Exports to Jobs. 2019. Retrieved from: http://documents.worldbank.org/curated/en/255821551109391137/pdf/134845-PUB-9781464812484.pdf
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duty structure, to make manufactures more

potential economic impact and multiplier effects

competitive.

We must also leverage trade

of a given infrastructure project, especially with

agreements and regional integration to gain

regards to its potential to facilitate direct and

market access and stake claim in relevant value

indirect employment. This should be a criterion in

chains.

targeting public investment accordingly.

The latter investments in manufacturing will
transport. These sectors will be increasingly

2. MAKE ENDURING, LONG-TERM INVESTMENTS
IN HUMAN CAPITAL: EDUCATION, SKILLS AND
PRIVATE SECTOR ENGAGEMENT

critical for job creation in the coming years. All

If generating more labour market demand is one

of these steps must be embedded in sound

side of the coin, the other is making necessary

physical and energy infrastructure, both of which

investments in human capital.

will themselves absorb labour. The government

Employment Strategy should lay out a plan to

should adopt a methodology to measure the

make enduring, long-term investments in human

spawn services in sectors such as logistics and

A National

Box 1

Raising Productivity in Agriculture
With 44 percent of the employed in agriculture, it is the most labour intensive, though the least
productive, of the nation’s sectors (Labour Bureau 2016). The common definition of structural
transformation refers to a reallocation of economic activity away from agriculture to higher valueadded sectors such as manufacturing and services. But transitioning such a large number of workers
out of agriculture and finding them gainful employment in other sectors quickly is unlikely. A more
realistic structural transformation could be one in which the focus is on improving productivity
(and consequently wage levels), especially in agriculture. Increasing productivity is a better way to
reduce unit labor costs than reducing wages.
Short-term cash transfers to farmers are the flavour of the season, but these address the symptom,
not the cause. More effective would be investments in irrigation, energy and transportation
infrastructure for rural areas, which will alter cropping patterns toward more labour intensive and
higher value crops. Programmes to ensure competitive pricing of inputs such as fertilizer, and
revising skewed subsidy structures are key. Addressing price volatility to give farmers access to
fair compensation for their produce coupled with a regulatory framework that breaks the culture
of labour contracting and middlemen in farm employment will help agriculture become more
productive and attract, absorb, and retain more labour. Finally providing access to land records and
real crop insurance, especially to small-scale farmers, will also help protect them in case of a crisis,
environmental or otherwise.
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capital through good quality education, followed

from early ages. As a child progresses through

by skills and on-the-job training.

secondary school, exposure to a range of trades

The Ministry of Human Resource Development
and the Ministry of Skills Development and
Entrepreneurship should be merged to establish
an effective school-to-skills-to-work continuum
instead of separate education and skills silos. Skills
training, especially short-term programs, cannot
compensate for a lack of quality basic education.
As such, spending just three percent of GDP on
education is inadequate;xv we must allocate at
least six percent to this most important priority
making sure that the most vulnerable populations
have equal access to quality learning. But equally
important to more spending is reform of the
current system to include, among other things,
a greater focus on cultivating employability in

such as the basics of growing food to cell phone
repair, basic woodworking and beauty and
wellness can instil adaptability, awareness, and
a work ethic. This form of ‘multi-skilling’ goes
beyond the currently limited models of vocational
education in secondary schools. These practices
do not have to detract from a focus on the basics
– reading, writing and arithmetic – but rather
they can root learning in practical application.
All children in school – regardless of gender or
other social groupings, should be exposed to a
multitude of similar trades. Gender stereotyping
in skills training is a disservice to the individual
and to the mission of creating better employment
for more people.

school.xvi

Another glaring gap in the current ecosystem

A glaring gap in the current ecosystem
is that training has been largely
supply driven. Efforts to properly align
training to the needs of the labour
market have been deficient, and
effective private sector engagement is
lacking. Both of these must be rectified
if the skills training system is to be
operative

is that training has been largely supply driven.

As school curricula are reviewed, they must

adopts a more fine-tuned approach to take stock

also consider nurturing employability in age-

of the registered and unregistered enterprises

appropriate ways. Soft skills from hygiene to

of different sizes and in different geographies to

confident communication must be fostered

align job seekers to the wide range of jobs that

Efforts to properly align training to the needs
of the labour market have been deficient, and
effective private sector engagement is lacking.
Both of these must be rectified if the skills training
system is to be operative.
First, market demand must drive skills training
across providers. For this, there is a need to map
demand such that it examines the anticipated
growth of certain large, formal sectors, but also

do exist.
xv Analysis of Budgeted Expenditure on Education 2013-14 to 2015-16. Government of India, Ministry of Human Resource Development. Retrieved from: https://
mhrd.gov.in/sites/upload_files/mhrd/files/statistics-new/ABE2013-16.pdf
xvi Dewan S. and Sarkar U. 2017. From Education to Employability (JustJobs Network).
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Box 2

Reforming Sectors Skills Councils
There is a need to clearly delineate the functions of the SSCs, including their specific role in
assessments, certification and utilization of the Qualification Packs (QP) and associated National
Occupational Standards (NOS). Based on the clear and specific functions ascribed to the SSCs, there
should be guidelines that clearly state what regulatory bodies the SSCs answer to. They should
be required to routinely self-report on their structure, composition and performance. This should
include reporting on accounts in a timely and transparent manner. SSCs should be responsible for
a revenue generation model that disassociates revenue from assessment, certification and QP-NOS
utilization. The SSCs should reinforce (though not implement) compliance with existing labour
and wage regulations. Each SSC should present a concrete plan for detailed demand mapping and
employer engagement. These are among the ways in which the SSCs can be reformed to be made
more effective.

Second, there is a need to reform the Sector

fine-tuned to, among other matters, reform the

Skills Councils (SSCs) to more effectively engage

Sector Skills Councils.

the private sector. The private sector is essential

for different job roles. It is a valuable source

3. STRENGTHEN LABOUR MARKET
INSTITUTIONS: TOWARD A SIMPLER LABOUR
CODE, A NATIONAL FLOOR MINIMUM WAGE,
UNIVERSAL SOCIAL PROTECTION AND BETTER
DATA

of information to understand how demand

Labour regulations are a subject of charged

for on-the-job training, apprenticeships and
internships, but it is also critical for understanding
market demand and the qualifications needed

projections may change in subsequent years;
that is, what sectors will need how many workers,
and when? This is particularly important as
technological change alters the way people live
and work at an unprecedented pace.
Yet the current channels for engaging with the
private sector – the SSCs – have been inadequate;
their efficacy marred by factors including endemic
corruption, inability to conduct assessments and
certifications effectively, turf battles with other
SSCs and stakeholders. The existing National Skill
Development Policy needs to be updated, and
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debate; one that seems perpetually inconclusive.
The disagreement over whether these laws
constitute rigidities that stymie firm and
employment growth not-withstanding, most
stakeholders agree that there is a need to simplify
the existing labyrinth of Indian labour regulations.
A clear and consistent labour code is inviting for
business and investment. A National Employment
Strategy should see through the simplification
and rationalization of the nation’s labour laws.
Minimum wages that serve as a floor, to ensure
that all workers can afford to meet their basic
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needs, is a necessary part of a successful wage

to all through a combination of affordable social

regime. Labour market regulations have to

insurance and public provision of services,

strike a balance between efficiency and equity.

especially healthcare, that allow universal access.

India’s national floor level minimum wage was

Currently about seven percent of the labour

but it is non-binding; that is,

force has social insurance; even some workers

it has no statutory backing under the Minimum

in organized sector enterprises lack social

Wages Act, or elsewhere. It is an advisory floor

insurance.xviii

instituted in 1996,

xvii

limit for the State governments to align their
wages to. A successful wage regime is one that is
enforceable and provides compensation ladders;
it is established through sound industrial relations
and collective bargaining; and is periodically
adjusted to ensure that wage growth aligns with
changes in productivity and prices. This is what
we need.

Minimum wages that serve as a floor,
to ensure that all workers can afford to
meet their basic needs, is a necessary
part of a successful wage regime.
Labour market regulations have to
strike a balance between efficiency
and equity. India’s national floor level
minimum wage was instituted in 1996,
but it is non-binding
Social protection is about more and better
workers -- the complement to the ongoing quest
for more and better jobs. To this end, basic social
protection -- health, pensions, maternity, death
and disability benefits – should be made available

Healthcare is perhaps the biggest concern when
it comes to building a productive workforce with
economic mobility. That public spending on
health, for a country of over 1.3 billion that boasts
high levels of economic growth, is barely over one
percent of GDPxix is unconscionable. Millions are
one healthcare emergency away from crushing
debt and poverty. A National Employment
Strategy should call for a simplification of the
wide web of existing social insurance schemes,
and pave the way toward government support
for universal healthcare – this is an imperative to
a healthy labor market. As technology, migration,
and urbanization upend traditional employment
models increasing the prevalence of contract
and other flexible categories of workers, social
protection becomes delinked from employment,
which further reinforces the argument for public
provision of universal healthcare.xx
Data and evidence from the field must underpin
the National Employment Strategy. “The lack
of reliable estimates on employment in recent
years has impeded its measurement and thereby

xvii “Report on the working of minimum wages act, 1948 for year 1996”, Labour Bureau, Ministry of Labour and Employment. 1996.
xviii Mehrotra S. 2017. Laying the Foundation of a Just Society: Why Extending Social Insurance to All is an Economic and Moral Imperative. Presentation. Social
insurance here refers to pensions, maternity, death and disability benefits.
xix Health sector financing by centre and states/UTs in India. 2015-16 to 2017-18. Compiled by National Health Accounts Cell, Ministry of Health and Family
Welfare, Government of India. Retrieved from: https://mohfw.gov.in/sites/default/files/HEALTH%20SECTOR%20FINANCING%20BY%20CENTRE%20AND%20
STATEs.pdf
xx Several Southeast Asian Nations have carved out the fiscal space to provide universal healthcare to their populations in recent years. The system can be a
combination of a contributory and government subsidized scheme. In the context of India, the latter inevitably calls for collapsing other existing programs and
reforming taxation policies to garner more revenue to this end.
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the Government faces challenges in adopting

addressing the jobs crisis before the demographic

appropriate policy interventions,” wrote

the

window closes, the Strategy cannot be held

government’s Chief Economic Advisor Arvind

hostage to an arbitrary fiscal deficit ceiling.

Subramanian

Beyond how much a government spends, the

Survey.

xxi

in

the

2016-2017

Economic

The Survey goes on to acknowledge

composition of spending matters.

That is,

the many limitations of India’s labour market data

spending on the aforementioned areas is more

including, “partial coverage, inadequate sample

likely to contribute to growth and to a wider

size, low frequency, long time lags, double counting,

distribution of its benefits than other forms of

conceptual differences and definitional issues.”

spending. In addition, there is a need to reassess

Efforts to gather more data more regularly with
a consistent methodology and conducted more
frequently are central to the success of a National
Employment Strategy.

existing tax and subsidy regimes to ensure that
they are progressive, and that they garner more
resources to realize the Strategy’s goals.

Subsequent Strategies

Suchha vikas will take work. Whether salaried

will be strengthened as more time series data

or self-employed, whether on family farms or in

becomes available to accurately assess labour

manufacturing facilities, people across India’s

market trends.

Any data analysis must be

culturally and politically diverse landscape rely

textured with qualitative research that can yield

on their work to earn a living, to fulfil family and

nuances and insights, which are as important as

social obligations, and to satisfy the aspirations

those from broad-brush quantitative data.

that drive and motivate them daily. Politics and

A National Employment Strategy also needs
political will and resources. Given the urgency of

policy must take the necessary measures to
deliver just jobs; India’s progress depends on it.

xxi 2016-2017 Economic Survey. Retrieved from: https://www.indiabudget.gov.in/es2016-17/echapter.pdf

14

JustJobs Network | CENTRE FOR POLICY RESEARCH

JustJobs Network is a private and non-partisan
organization that examines evidence-based
solutions to today’s most pressing challenges;
namely how to create more and better jobs.
We produce empirical research, and focus our
activities in critical knowledge gaps in the global
employment landscape. JustJobs works closely
with various parties in the world, including policy
makers, academics, and grassroots leaders to
explore the practical implications of our research
and strengthen the impact of research. Through
a combination of leading-edge research and
knowledge sharing, we target the occurrence
of fresh and dynamic dialogue relating to the
provision of employment at national, regional
and international levels. Our team is based in New
Delhi and Washington DC.

The Center for Policy Research (CPR) is a
think-tank that was founded in 1973. This
institution is a non-profit, independent
organization that dedicates itself to
contributing to important discourses about
the structure and processes that change
lives in India.
Those who are members of CPR are leading
academics and practitioners from various
disciplines across the political spectrum.
CPR is one of 27 social science research
institutions recognized by the Indian Council
of Social Science Research (ICSSR) from the
Government of India. CPR works in 5 focus
areas: economy, environment, law, and
governance; international relations and
security; law, regulation and country; and
urbanization.
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