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EMPLOYMENT SCENARIO

2.1
Approach to Employment in Economic Planning.

Planning in India focused at realising a high rate of growth of output in the long term. A basic assumption was that shortage of capital goods in relation to employable persons constituted a fundamental constraint on growth in the economy. Therefore the planning process made no attempt to define an independent employment strategy; the focus on economic growth was viewed as essential for improving the employment situation. Initially, labour force expansion was not seen as a problem to be contended with.  Thus, in the Five Year Plans, the generation of employment was viewed as part of the process of development and not as a goal in conflict with, or to be pursued independently of economic development 

          2.2 
Employment Planning in India
The approach to tackling the task of unemployment has varied    from time to time. In the initial years of planning reliance was placed primarily on the expectations of a rapid industrial development and control of population. These expectations did not materialise and it was observed that the rate of growth of employment was generally much lower than the growth rate of GDP of the economy. Moreover the classical study of Dandekar and Rath (1969) showed a continuously increasing trend of people falling below the poverty line (BPL). Seasons of severe draught and failure of monsoons exposed large sections of population to extensive deprivations. Successive plans, strategies, policies and programmes were, therefore, re-designed to bring about a special focus on employment generation as a specific objective.  The seventies and eighties saw the emergence of special schemes like NREP, RLEGP to provide wage employment through public works programmes and schemes to promote self employment and entrepreneurship through provision of assets, skills and other support to the unemployed and the poor.  While employment levels expanded steadily during the seventies and eighties, the rate of growth of employment continued to lag behind that of the labour force. Unemployment among the educated showed a rising trend.    Another feature of the employment situation is the sizeable proportion of the employed working at low levels of the productivity and income. The eighties exposed the weakness in the then ongoing strategies of expanding public sector irrespective of competition.

2.3. Employment & unemployment scenario in India 


In India, due to the agrarian sector with seasonal operations time disposition and availability for work have been the criteria for measuring employment.  The accepted method of measuring employment is the usual status. Reliable estimates of employment/unemployment are generated through National Sample Surveys conducted once in five years by National Sample Survey Organisation (NSSO).  


In order to capture the complexities of the employment situation in India, the estimates of employment and unemployment by NSSO are derived on three concepts, Usual Status (US), Current Weekly Status (CWS) and Current Daily Status (CDS) as per the recommendation of “Dantwala Committee” set up by the Planning Commission in 1968.  The three concepts are based on three different reference periods for ascertaining the activity status of a person.  Under the Usual Status concept, the reference period is one year and activity status of a person as employed, unemployed or out of labour force is determined on the basis of activity pursued by him during the year.  On the CWS criterion, a person is considered as employed or unemployed if he has worked or has not worked though was available for work, respectively, even for one hour during the week.  Under the CDS approach, the unit of classification is half a day.  In this approach the person days are distributed by activity category during an average week. Considering Principal as well as Subsidiary activities the concept of Usual Principal Status(UPS) and Usual Principal and Subsidiary Status (UPSS) within the Usual Status are worked out. All the  concepts are on time utilisation only. Quality of work or income does not get reflected in these approaches.  

National Sample Survey Organisation (NSSO) on the basis of the above concepts carries out detailed quinquennial surveys on employment, unemployment and labour force.  The last survey for which results have been published relates to the year 1999-2000.  


As per the results of the National Sample Survey conducted in 1999-2000, total work force  as on 1.1.2000, as per Usual  Status approach ( considering both principal and subsidiary activities) was of the order of 401 million.  About 7 % of the total work force is employed in the formal or organised sector ( all public sector establishments and all non-agricultural establishments in private sector with 10 or more workers) while remaining 93% work in the informal or unorganised sector.  The size of the Organised Sector employment is estimated through the Employment Market Information Programme of DGE&T, Ministry of Labour.  The capacity of the organised sector to absorb additional accretion to the labour force, taking into account the current accent on modernisation and automation, is limited.  In other words, an overwhelming proportion of the increase in the labour force will have to be adjusted in the unorganised sector. About 373 million workers are placed today in unorganised/informal sector in India; agriculture workers account for the majority of this work force. 

Total Labour Force as on 1.1.2000


410 million

Total employed  labour force 



 401 million

as on 1.1.2000

Growth of labour force



1.10 % p.a.

            during 1994-2000

Growth of employment 



1.05 % p.a.

( 1994-2000)

Fully unemployed  as on 1.1.2000


9  million

About 41 million jobs seekers (all of them not necessarily unemployed) are registered with the 938 Employment Exchanges located throughout the country.

72% of the  job-seekers registered with the Employment Exchanges are less than 30years of age..

Educated ( X standard and above) job-seekers constitute about 69%  of the total job-seekers registered with the employment exchanges.

2.4     Global Employment Scenario

The global employment and unemployment situation according to the World Employment Report 1998-99, was as follows:-

· Out of an estimated 6 billion population in the year 1997 around 3 billion was in the labour force.

· 160 million persons have been estimated to be fully unemployed. 

· 25 to 30 percent of the employed labour force  were underemployed.

· A large number of young people in the age group of 15 and 24 (around 60 million in 1997) are continuously in search of work ie unemployed. 


A few important conclusions which emerge from the above report are:-

Limited demand for unskilled and less skilled labour.

· Increase in demand for skilled labour on account of technological development and upgradation and changes in the organisation of work

· Problems in maintaining the continued employability of labour force

Demand for multi skilling.


Some of the important strategies recommended in the World Employment Report are:-

Timely Investment in skill development and training at enhanced level.

· Enhancement of education and skill level of workers

Responsive training system.

Need for effective partnership of all stake holders.

              2.5
Employment in the eighth plan.

Labour force was projected to increase by about 35 million during eighth five year’s plan period( 1992-97)  and by another 36 million during 1997-2002. Considering the backlog of unemployment of 17 million at the beginning of Eighth Plan the total number of persons requiring employment was estimated at 54 million during 1992-97 and 94 million during 1992-2002 . Employment growth was seen to result  primarily from the growth of the economy and restructuring of output composition of growth.  A GDP growth rate of 5.6% per annum was envisaged. This was projected to result an employment growth rate of 2.6 to 2.8 % per annum or an average of about 8 to 9 million additional employment opportunities per annum.  
  2.6
 Employment in the ninth plan.

Growth of labour force was projected to be more during the Ninth Plan Period in comparison to the preceding decade.  This required a commensurate increase in the pace of creation of additional work opportunities in the Ninth Plan.  The growth target for Ninth Plan fixed is about 6.5% per annum on an average.  The sectoral structure of growth corresponding to the target of 6.5% GDP growth along with the sectoral elasticities projected  generation of 50 million work opportunities in the Ninth Plan Period (1997-2002).  The projected growth rate of employment was 2.44% in the Ninth Plan.  The Ninth Plan envisaged a reduction in the unemployment rate from an average unemployment rate of 1.87% in the Eighth Plan to an average unemployment rate of 1.66% in the Ninth Plan as per Usual Status.

Ninth Plan accorded  priority to agriculture and rural development with a view to generating adequate productive employment and eradication of poverty.  Productive employment is an important dimension of the state policy that seeks to achieve growth with equity.  Greater productive employment was aimed  in the growth process itself by concentrating on sectors, sub-sectors and technologies which are labour intensive, in region characterised by higher rates of unemployment and under employment. 

           2.7   Achievements during 1994-2000.  

As has already been indicated the assessment of employment and unemployment situation is made through the National Sample Survey conducted by the National Sample Survey Organization on quinquennial basis.  Therefore, the survey results of 1993-94 and 1999-2000 can only be used for assessing the employment generation took place in the economy.  During the period 1994-2000 the labour force which was of the order of 384.29 million had gone up to 410.39 million resulting an annual increase of 1.10% during this period.  This increase is considerably less than what was projected during 8th & 9th Plan.  Similarly, the total employment which was of the order 376.99 million in 1994 had gone up to 401.35 million resulting an annual average growth of 1.05% during this period.  The growth rate of employment actually achieved is also substantially less than what was projected during the 8th and 9th Five Year Plan.  The slow growth rate of the labour force may be due to reduction in the growth rate of population and other reasons like the more number of children may be joining the educational institutions instead of joining to the labour force.  The slow growth of employment may be primarily due to (i) the fact that the GDP growth rate actually achieved had fallen short of what was expected during 8th & 9th Plan and (ii) growth of employment did not take place as per the elasticises of employment projected during the Plan.     
          2.8
 Employment generation in India
· 7 % of the total employed were in the organised sector i.e., unorganised sector dominated in the employment scenario. 

· Additional employment generation in the organised sector is not significant i.e., scope for additional wage employment in the organised sector continued to be  less. 

· Significant employment generation took place in tertiary sector particularly in services industries. 

· Substantial employment growth was observed in the small and unorganised sector, i.e., in  small and tiny enterprises. 

· Self-employment and casual continued to play a pivotal role in rehabilitation of unemployed . 

 2.9    Trends in employment and unemployment.

The rate of growth of employment declined sharply from 2.37% per year in the period 1987-88 to 1993-94 to only 1.05% per year in the period 1993-94 to 1999-2000.

There was sharp deceleration in the growth of labour force from 2.24% in the period 1987-88 to 1993-94 to only 1.10% in the period 1993-94 to 1999-2000.

Growth rate of employment is less than the growth rate of the labour force indicating an increase in the unemployment rate.

The open unemployment which is of the order of 9 million was not significant compared to the size of the population in the country.

Though, open unemployment was only 2.21% (9 million), the percentage of the population below the poverty  line was as high as 26.1%.  The fact of being employed is obviously no guarantee of escaping the poverty, which in our situation refers to a very basic level of subsistence.

Percentage of population below the poverty line which was of the order of 36% in 1993-94 has come down to 26.1% indicating that during the period 1994-2000 improvement in the income level of the employed had taken place..

Organised sector employment is not growing and its share is only 7% of the total employment.

There was decline in self-employment whereas regular salaried and casual employment showed an increasing trend during 1993-94 to 1999-2000.

There was substantial increase in the average daily wage earnings in the rural areas.

2.10 Poverty alleviation and employment  generation programmes 

Anti-poverty strategy comprises of a wide range of poverty alleviation and employment generation programmes, many of which have been in operation for several years and have been strengthened to generate more employment, create productive assets, impart technical and entrepreneurial skill and raise the income level of the poor.  Under these schemes, both wage employment and self-employment are provided to people below the poverty line.  In 1998-99, various poverty alleviation and employment generation programmes are grouped under two broad categories of Self-Employment Schemes and Wage Employment Schemes.  Funding and organisational patterns are also rationalised to achieve better impact. These programmes are primarily meant for poverty alleviation and have generally not been helpful in sustainable employment generation.
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