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Challenge of Employment in India

Dr. Alakh N. Sharma
Professor and Director
Institute for Human Development
The major loss of labour has occurred in terms of the
l

In this article, I would discuss the key findings of the
recently released report on 'India Labour and
Employment Report (ILER), 2014', prepared by Delhibased Institute for Human Development (IHD). The
Report comprehensively documents and analyses the
major trends in the structure and pattern of changes in
the employment and labour market in India since the
1990s and outlines the important challenges currently
being faced by the country. It provides an overview of
the labour market and employment outcomes that the
Indian economy has delivered in the process of
globalisation. The Report assesses the gains and losses
accruing to labour during the first round of globalisation.
It reveals many markers of progress as well as the deep
changes that have affected the Indian economy during
this period.

intangible aspects of people's rights, public
perceptions and political power. Labour has lost the
important space that it earlier occupied in the social
and political spheres in the country.
Rising
l

inequality in the country and more so in the
labour market, is one of the most important
concerns. The most striking issue is the disparity
between the formal and informal workers-a rural
casual worker earns less than 7 per cent of the
average salary of a public sector employee, not to
speak of the much wider disparity between the
former and the highly-paid class one employees.
Alarmingly, this disparity has been increasing over
the years. The share of wages in the total value added
in the manufacturing sector has also been
consistently declining, falling from around 0.45 in the
1980s to around 0.25 in 2009-10.

Some Concerns
l
Although

the rapid economic growth during the last
three decades or so has certainly contributed in
reducing extreme poverty in India as well as bringing
about modest improvements in the quality of life of a
large segment of the population, the growth has
been marked by large employment deficits. Most job
creation has been in the informal economy and has
been characterised by poor quality and low
productivity, with the proportion of high-quality
formal jobs being only 7.5 per cent of the total
number of jobs. Further, the gains from growth have
been disproportionately captured by a minority of
the population, thereby leaving many people
excluded from the benefits of growth. Consequently,
inequalities have widened and vulnerabilities have
grown, generating widespread insecurity of
livelihoods and other weaknesses stemming from
the prevalent social security systems.

The growth pattern is also extremely imbalanced: 49
l
per cent of the workers are engaged in agriculture,
but they contribute only 14 per cent to the GDP; on
the other side of the spectrum, hand, the
manufacturing sector employs 13 per cent of the
workforce but contributes to 16 per cent of the GDP
while the services sector employs 27 per cent of the
total workers but contributes to as much as 58 per
cent of the GDP. All this reveals the extremely
skewed contributions of sectors to employment.
This
l

disparity is further compounded by the
exclusion of vulnerable groups and states/regions.
There are large inequalities both among the various
social groups as also within the groups.

There
l

is considerable regional differentiation in
terms of access to good quality employment, which,
in any case, is very small. An Employment Situation
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increase to nearly 58 per cent, with the number of
such workers rising to around 276 million.

Index (ESI) has been prepared for this Report, which
captures various dimensions of employment
conditions. ESI shows that generally workers in the
southern and western states have much better
access to good quality employment than do workers
in states in the central and eastern regions (Himachal
Pradesh ranks number one, while Bihar ranks last).

l
The share

of the educated unemployed among the
total number of overtly unemployed people has also
been rising-about one-third of the total unemployed
persons are currently graduates and above.

l
This

situation would be further exacerbated with
around 10 million workers being added to the labour
force annually. The pace of urbanisation and
migration is likely to significantly increase in the
future and most of the new entrants to the labour
market would be in the urban areas. Another huge
challenge would be providing education and skills to
the growing young population to enable them to
meet their job aspirations. If it manages to
successfully meet this challenge, India would gain a
great advantage in view of the declining workforce
of the developed countries including China.
However, this could be a double-edged sword as its
failure on the same front would be disastrous.

Some Positive Aspects
There have been several positive developments as well.
Some of them are:
l
In the

midst of rising inequalities , there has been
significant increase in real wages at the rate of over 3
per cent over three decades along with increase in
labour productivity

l
The process

of informalisation of the work force
seems to have halted since mid 2000s as reflected by
increase in the share of formal workers from around
6.5 per cent in 2004-05 to 7.5 per cent in 2011-12. The
share of organized sector employment has risen
from around 12 per cent to 17 per cent and regular
workers from 14 per cent to 18 per cent during the
same period. These developments are largely
responsible for the reduction in poverty.

l
Increasing

the access to good quality jobs for
women, who are increasingly acquiring better
education, and of the deprived groups, including the
vulnerable among the privileged groups and
backward regions is also one of the most important
policy challenges.

l
There

has been increase, albeit small one, in the
access to quality employment of the deprived groups
such as SCs and STs, more so in the public sector.
Most dramatic is the increase in the access of OBCs to
quality employment, both in public and private
sectors, largely at the expense of the upper strata of
the society, including upper caste Hindus.

Future Strategies
The following measures would facilitate better inclusive
growth of the economy while also benefiting the labour
force.
l
Enhancing

labour productivity across sectors, with
an emphasis on the manufacturing sector, which has
multiplier effects on employment expansion.

l
There

has been incidence of increased awareness
about workers' rights along with the increase in the
popular movements about right to work and its
implementation.

l
A coherent

strategy for gradual formalisation of the
workforce through labour market policies, aimed at
expanding opportunities for formal employment
and increasing the earnings and productivity of
informal workers.

Major Employment Challenges
Some major employment challenges facing India are as
follows:

l
Balancing

the need for labour flexibility in
enterprises and the interests of workers; as also the
need for simplifying and modernising labour laws
while also guaranteeing a minimum universal 'Social
Protection Floor' would go a long way towards
accelerating the process of formalisation of the
labour market. This, in turn, would greatly contribute
towards the achievement of sustainable and
inclusive growth.

l
A very

large percentage of the 'working poor' and
under-employed are engaged in low productive work
in the informal economy. Even on the basis of the
current poverty line, which is indeed a gross underestimation, one-fourth of all workers, that is about
120 million, fall into the category of the poor. If the
poverty line is raised to about US$2 (in terms of the
PPP), the proportion of the working poor would
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