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Foreword

The Hondble President of l ndia i n her add
Parliament on June 4, 2009 announced that the Government will bring out five Reports to
the People on Health, Education, Environment, Infrastructure and Employment. Th
Ministry of Labour and Employment (MoL&E) was entrusted with the responsibility of
preparing the Annual Report to the People on Employment for generating a national debate.

| am particularly pleased that this Report prepared by the MoL&E will focnal natio
attention on the important issue of generation of productive and sustainable employment for
all.

The Report gives a birdds eye view of the
the immediate future to highlight what the Government canatabde decent work and
employment for our people. The Report focuses on the great opportunity provided by a
youthful demographic structure in increasing our national prosperity. The energy and vitality
of our youth can be harnessed for achieving higleés & social and economic progress if
productive and quality employment can be generated for them. Our Government is
committed to providing access to skills and training so that our young people can contribute
fully to nation building. Similarly the easing participation of women in the labour market

is a heartening sign. Government policy must be geared towards furthering this hopeful
trend by tapping the enormous productive potential of our women. To that end, our
Government is committed to providiegual opportunity and access to gainful employment
and to end all systematic barriers to their entry into the labour market.

Our vision of inclusive growth can be translated into reality only if the socially disadvantaged
groups, the Scheduled CastesSttheduled Tribes, Other backward Classes and Minorities,

be at the heart of policy initiatives of our Government. The Report highlights the problems
faced by the socially disadvantaged groups in the labour market and also demonstrates how
employment cabecome a powerful instrument of social inclusion.

Economic growth and policies of social inclusion mutually reinforce each other, this has
become evident in the way our economy could withtansevere global financial and
economic crisis. Active goverent policies such as the provision of gainful employment for
the working poor under the Mahatma Gandhi National Rural Employment Guarantee Act
have played a critical role in strengthening the ability of our economy to face global
challenges.

The Report arts us to the enormous challenges that face us in achieving the goal of
providing decent and productive employment to all. This will require a well planned and
coordinated efforts of the various Ministries of the Government as well all major
stakeholders n our soci ety namely the workersd o
industry groups and other civil society groups. | commend this Report to all the stakeholders
and the public in general so that their suggestions and comments can becomd a part a
parcel of the Governmentds policy initiatdi

X
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—_—
(Prabhat C. Chaturvedi
Secretary

Ministry of Labour and Employment

Page]i



Executive Summary

TheHondbl e President of I ndia in her address
Parliament on June 4, 2009 announced that the Government will bring out five

Reports to the People on Health, Education, Environment, Infrastructure and
Employment. The Ministr y of Labour and Employment (MoL&E) was entrusted

with the responsibility of preparing the Report to the People on Employment for

generating a national debate.

This Report to the People on Employment provides a framework to understand the
contemporary emp loyment scenario. It focuses on key issues of generation of quality
employment for the people seeking work. The issue of providing decent work,
particularly to those who are excluded and marginalized in the labour market is a

central concern of this Report. The Report highlights that employment growth along

with equity and distributive justice can be a powerful instrument for achieving the

nati onal agenda of Oinclusive growt ho. The
means through which citizenship is made real for the people, the way in which the

people acquire a stake in society, overcome the insecurities of old age and ill health

and ensure a better future for their children.

One of the central ideas of the report is - high economic growth and growth of
qguality employment reinforce each other. Recognizing low level of earnings and
poor working conditions of casual labourers and a part of self employed workers,
the Report argues for increasing the share oforganised sector employment in total
employment of the country, particularly in the manufacturing and service sectors.

The Report firmly puts on the agenda to best
focusing on generating gainful employment for youth, in general, and young
women, in particular. The Report notes that given very low proportion of skilled
workers at present, a suitable and workable framework to enhance the
employability of workers is essential. The same can be achieved by providing
training to workers at various levels with emphasis on rec ognizing local skills and
certifying informally acquired skills along with the expansion of skill development
institutions. The Report also argues for rationalization of labour laws and
broadening the ambit of labour reforms for achieving equitable employm ent
growth. It sets out short-term and medium -term strategies to ensure gainful
employment opportunities for all the working people with particular emphasis on
the disadvantaged sections.

Major Short term strategies and targets include: Employment growth t o be targeted
at least at 2.5 per cent per annum compatible with the 9 percent growth in the
economy; Promote labour intensive and high employment elasticity sectors to
achieve the quantitative employment growth target; Focus on inclusion of youth,
women and vulnerable groups with their specific needs of training and skill
development; Statutory provisions to provide social security and improved
conditions of work and remuneration of contract workers at par with the regular
employees; Expand the outreach of Rashtriya Swasthya Bima Yojana (RSBY) scheme
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to all poor households; Re-skilling the retrenched workers for redeployment;
Developing Information base and e-monitoring on real time basis; and Collection &
compilation of employment/unemployment data on ann ual basis regularly.

Key Medium term strategies and targets are: Focus on selfemployed and casual
workers for improving livelihood; Enhance the scope of employment in the
organised sector; Enhance regular employment for less advantaged groups and in
poorer states; Comprehensive coverage of unorganised sector workers under social
security schemes; Rationalisation and simplification of labour regulations and
broadening the ambit of labour reforms; Promote diversification of rural workforce
to off-farm and non-farm activities; Target regions with concentration of vulnerable
social groups such as ST, SC, minorities, women, illiterate and less skilled for active
labour market policies; Detailed skill mapping mechanism to be evolved; Credible
and independent accreditation & certification process to be created; Upgradation of
all training providing institutions and strengthening delivery through  public private
partnership (PPP) mode; Creating large number of skill development institutions
and pool of trainers to expand the outreach of skill development init iative; Setting
up of Sector Skills Councils; and Development of National Vocational Qualification
Framework.

It is hoped that this Report would provide an opportunity for stimulating
constructive national d ebate relating to various dimensions of employment and also
for eliciting practical suggestions for further improving the quantitative as well as
gualitative aspects of employment generation in India.
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Abbreviations and Acronyms

ALMPs Active Labour Marké>olicies

BPL Below Poverty Line

BPO Business Process Outsourcing

CDS Current Daily Status

CSO Central Statistical Organisation

CWS Current Weekly Status

DGE&T Directorate General of Employment and Training
EPFO Employ ees® Provident Fund Organisati
ESIC Empl oyeesd State I nsurance Corpor :
GDP Gross Domestic Product

GNP Gross National Product

IGNOAPS Indira Gandhi National Old Age Pension Scheme
ILC Indian Labour Conference

ILO International Labour Orgesation

IT Information Technology

ITC Industrial Training Centre

ITI Industrial Training Institute

JBY Janshree Bima Yojana

LF Labour Force

LFPR Labour Force Participation Rate

LFS Labour Force Survey

MES Modular Employable Skills

MoL&E Ministry of Labour and Employment

MoRD Ministry of Rural Development

MSME Micro, Small and Medium Enterprises
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MGNREGA
NCEUS
NCLP
NCMP
NSSO
OBC
PMEGP
PPP
PRI
RGCC
RSBY
sC
SDC
SDI
SGSY
SERY

SME
SSI

ST

UPS
UPSS
UR
VVGNLI

WPR

Mahatma Gandhi National Rural Employment Guarétee
National Commission for Enterprises in Unorganised Sector
National CiHd Labour Project

National Common Minimum Programme

National Sample Surv@yganisation
Other Backwar€lasses

Prime Ministerds Empl oyment
Public Private Partnership

Panchayati Raj Institutions

Registrar General & Census Commissioner of India
Rashtriya Swasthya Bima Yojana

Scheduled Caste

Skill Development Centres

Skill Development Initiative

SwargjayantiGram Swarozgar Yojana

Swarnaayanti Shahari Rgar Yojana

Small and Medium Enterprises

Small Scale Industry

Scheduled Tribe

Usual Principal Status

Usual Principal and Subsidiary Status
Unemployment Rate

V'V Giri National Labour Institute

Worker Populan Ratio/Work Participation Rate
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1 InTRODUCTION

Productive empl oyment generation with O6decel
only for the national empl oyment policy but
Although the overall economic growth achieved by the Indian economy, particularly during the
current decade, has been impressive, employment growth has not kept pace. This has
significant]!l ydolwinmietfefde ctt e adtdr iwh«deasfits ofdhed di s
high economic growth.

At a time, when India is aiming to achieve dalibie economic growth, commensurate
employment growth assumes crucial importance from the point of view of sustaining overall
high growth in the medium to longnterdistributing the benefits of growth, and impacting the
rate of poverty reduction in the country.

11 VISON

Decent working conditions and improved quality of life for workers, enhancing employability
through employment services and skill developmenttaimahke basis being the vision of the

Ministry of Labour & Employment (MoL&E), the present report aims to contribute to the
nati onal agenda of ©6inclusive growthd by foc
socieeconomic and institutionahtry barriers and fail to earn a respectable living despite being
engaged in economic activities.

12 APPROACH

This report follows a macro framework for analysing emerging employment and labour market
situations during the next 5 to 10 years. However, withimacro framework of economic
growt h, the report aims to address the iss
nati onal agenda of 0inclusive growtho. The
6exclusi ond iodn va@rrd wpuss duwrpiungtt he recent yee:
highlights initiatives taken by the Gover nme
the Concurrent list of the Constitution, the Report viewaginee and cordinated actionsy

the Central and State governments as essential for generating quality and sustainable
employment. Finally, the report identifies short and medium term strategies and targets for

achieving the objective of productive employment generation.

u

13 DATA SOURCES

The report is based mainly on secondary sources of data. Demographic information is obtained
from Census of India and information on labour market is based on the employment and
unemployment surveys conducted by National Sample Survey OrganisationAiNBED).
Reports of the MoL&E and few other Ministries of the Government of India and Five Year Plan
documents have also been used for analysing various initiatives taken by the Government and
documenting the targets and achievements to meet the ovectiteobj employment growth

with distributive justice.
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2 EMPLOYMENT AND UNEMPLOYMENT STUATION IN
INDIA: CURRENT AND MEDIUM TERM PERSPECTIVES

21 DEMOGRAPHICDIVIDEND AND CHALLENGESFOR
EMPLOYMENT POLICY

Currently, India is passing through an unprecedented gfhdsenographic changes. The
ongoing demographic changes are likely to contribute to an ever increasing size of labour force
in the country. The Census projection report shows that the proportion otipopnlghe

working age groud %59 years) is liketo increase from approximately 58% in 2001 to more

than 64% by 2021 (Figure 1).

Figure 1: Percentage of Population in Age Group of 15-59 Years
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Source: Office of Registrar General & Census Commissioner (RGCC) , 2006

In absolueé numbers, there will be approximately 63.5 million new entrants to the working age
group of 189 years between 2011 and 2016. Further, it is important to note that the bulk of
this increase in the population is likely to take place in relatively poengesup of 285

years. Such a trend would make India as one of the youngest nations in the2@2@dthe

average Indian will be only 29 years old, compai@d in China and the US, 45 in West
Europe and 48 in Japan. This trend is seen signdicghe grounds that what matters is not

the size of the popul ation, but its age stru
however large the total population, is seen as an important advantage characterised as a
0demogr ap h iHencedhis vepait mterdalgaaims to focus on the young age groups

and suggest ways and means to utilise this
economic growth of the country.

2.2 CURRENT LABOUR MARKET AND EMPLOYMENT STUATION
2.2.1 LABOUR FORCE: MAGNITUDE AND PATTERN

Generation of productive and gainful employment with decent working condiimneds
as a cruci al strategy for o6inclusive growth
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important to make the employment opportuiéiecessible to all, especially poor and weaker
sections of the society. This would require a proper understanding of the nature and
characteristics of the existing and emerging labour market situation in India so that along with
overall employment growtligsues relating to the weaker and disadvantaged groups are
adequately addressed in all relevant policies.

Indian labour market is characterised by complex situations which arisendsedbfactors.

These includéull time and part time workers, afions in the availability of work during
different seasons of a year, workers engaging themselves in multiple jobs, workers ready to work
at low wages, social and cultural faoctstricting large number of women workers to participate

in labour marketetc!. These features lead to varied estimates of total labour force and
employment in India. In 2004, the estimates of total labour force in the countrgd/érom

nearly 420 millionsag per Current Daily StatdBS to nearly 470 milliorag per Usal

Principal and Subsidy Statut/PS$ (see Boxes 1 &2).

Although the range of variation in the estimates of labour force may look intriguing, the same
has very strong implications. The difference between the two estimates essentially arises because
the lower estimate of 420 million does not capture those persons who join labour market for
short periods of time. However, a large proportion of those persons whose participation in the
labour market is of irregular nature may join the labour force oneslubtasis if enhanced
employment opportunities are provided.

In addition to the overallariations in the estimates of labour force in the cotiméry,
gendedimension of the labour foreeequally importamd understandn general, women
participatn in labour marketas been typically law India. Only25 to 306 women in

rural andl5 to 186 in urban aregsarticipate in labour mark&ne of the reasons of low
participation oftvomenin labour forces the nonrecognition of a number of women centr
works as economic activiti@sich as cooking, collection of fuel and fodder, house and
utensils cleaning etcMloreover, variety of social and family related constraints compel
women toconfine themselves to household actiatig¢beir prime workmage. Earlgxit

of women (probably post marital age) from labour marketticularly reflected in urban
areas where women face inadequat®lsand family support system. However, it is
important to recognise that women participation in labour rhakstgnificantly increased

in recent years, particularly in urban aréasther, most of the increase in women
participation in labour market is contributed by young women in urbaSiacsmamdia is
committed to creating a gendeendly labour meket environment, there is increasing
realgation to broaden the definition of economic activities on the onamamoprovidea
conducive working environment on the gtkeo t h a't womenods contri bt
economys properly recogsed.

In this context, the present report strongly puts the ideadoérei ni ng O6economic
public debate so that womends contribution t
economic terms and a number of social and family related baudlénse addressed through

policy inerventions

1Some of these factors are discussed in detail in Mazumadar and Sarkar, 2008 and Sarkar 2008.

2NSSO data reveals thatrural areasemaldabourforce participation rate (LFPRYlects marginal uptrend over
the years while in urban areas the same has increased by appré%ima2ély485 as compared to that in 1999
2000. Even the long term trends (1983 to-26D4how a clear uptrend of fegrlaFPR in urban areas
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Box 1
Employment and Unemployment Measurements in India

National Sample Survey Organisation (NSSO) has been conducting quinquennial surveys on a

regular basis since 1972 -73 to generate national level data on employment and
unemployment in India. The NSSO has , over time , developed and standardi sed measures of
employment and unemployment. The NSSO collects data on employment and unemployment

using three broad measures or approaches: 1. Usual Status; 2 . Curren t Weekly Status; and 3
Current Daily Status. The Usual Status is further categori sed at two levels: 1. Usual Principal
Status; and 2. Usual Principal and Subsidiary Status.

Usual Status relates to the activity status of a person during the reference peri od of last 365
days preceding the date of survey. The activity status on which a person spent relatively
longer time (major time criterion) is considered the Usual Principal Status (UPS). To decide the

usual principal activity status of a person, a two -stage classification is used to determine the
broad activity status, viz., employed, unemployed and out of labour force within which , the
detailed activity status is determined depending on the relatively longer time spent in the

activities. Besides the usual principal activity status, a person could have pursued some
economic activity for a smaller period, not less than 30 days . The status in which such
economic activity is pursued is the subsidiary economic activity status of that person. If the se
two are taken together , the measure of Usual Principal and Subsidiary Status (UPSS) i.e. usual

status is obtained.

Current Weekly Status (CWS) of a person is the activity status obtain ed for a person during

a reference period of 7 days preceding the date of survey . According to th is, a person is
considered as a worker if he/she has performed any economic activity at least for one hour on

any day of the reference week, and is obtained on the basis of daily activities performed on
each day of the reference period

Current Daily Status (CDS) of a person is determined on the basis of his/her activity status

on each day of the reference week using a priority -cum -major time criterion (day to day
labour time disposition). Broadly, a person is considered working (employed) for the full day if
he/she worked for 4 hours or more during the day.

Box 2
Labour Force, Labour Force Participation Rate, Work Participation Rate and
Unemployment Rate

Labour Force  (LF): Labour force constitutes all the persons who are either working (or
employed) or seeking or available for work (or unemployed).

Labour Force Participation Rate (LFPR): Labour Force Participation Rate is a measure of

the proportion of the c oigeangagedastivglyonphe latour market, eithera t
by wo rking or seeking work. It provides an indication of the size of the supply of labour

available to engage in the production of goods and services.

Work Participation Rate (WPR): Work Participation Rate is a measure of the proportion of
t he ¢ ount rnfodce whbo ardbemgaged in work. It provides information on the ability of
the economy to generate employment.

Unemployment Rate (UR): Unemployment rate is the proportion of the la bour force that
does not have employment and is actively looking for work.
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2.2.2 EMPLOYMENT STUATION

The latest comprehensive labour market survey was conducted by NSSO dwithgraeod
next survey on employment and unemployment for the period®B89 beerstartedby
NSSOQOin July 20® and will be completed by Jud@]0. Itis important to mention here that
MoL&E has also taken a decision recently to conduct annual labour marketThienfegs.

such survey will be conducted for the period-200Based on the 20@% survey, the
estimates of total employment in the cguwéries from 385 million (as per CDS measure) to
459 million (as per UPSS meastteyvever, the data does not reflect the impact of Mahatma
Gandhi National Rural Employment Guarantee Act (MGNREGA) on rural employment as it
was enacted in September, 2005

Overall assessment of employment situation based onnUR&Sountryover relatively two

longer periods, i.e., 1983 to 1983 Period-10.5 years) and 1998 to 200405 (Period H11
yearsyuggestthat employment growih period | was 2.06% pannumas against.87% in

the period Il The employment estimates on the basis of the two different approaches (CDS and
UPSS) for differeniears are presented in Figure 2

Figure 2: Employment (in millions) during 1993-94 to 2004-05

——UPSS

£ 250 - CDS
g 200 1 239

1983 1993-94 1999-2000 2004-2005
Years

Source: MoL&E, 20 08 and Planning Commission ,2008

This high growth in employment achieved during the first half of the present decade is one of
the positive outcomes of the fairly high growth of 6 to 8% per annum of the Indian economy
during the same period. The high ecaagmowth provided enhanced business opportunities in

the country leading to increased demand for labour and hence employment growth. However, it
is important to recognise at this stage that the employment growth during the first half of the
present decad®s not been uniform acrassiousgpopulation segments. First, the employment
growth was much higher in urban areas than in rural areas. Second, the employment growth has
been significantly higher for urban feswan for all other three segments gbylation viz.

rural malg rural femakand urban mad€See Table 1).

Page]| b



Table 1. Compound Annual Growth Rate (% of Employment (UPSS)

Employment 1983 - 1994 - 2000 -

growth 1994 2000 2005
Rural

Male 1.93 0.80 2.20

Female 1.37 0.03 3.61

Persons 1.73 0.51 2.70
Urban

Male 3.23 2.86 3.28

Female 3.78 1.50 5.41

Persons 3.34 2.58 3.71
Total

Male 2.25 1.35 2.51

Female 1.67 0.19 3.90

Persons 2.06 0.98 2.95

Source: Based on respective rounds of NSSO Employment and Unemployment Survey Reports

2.2.3 UNEMPLOYMENT ST UATION

Unemployment in India is not a straightforward issue that can be either estimated directly with a
single measuring rod or addressed with a single policy initiative. Even if a person is not reported
to be unemployed on a particular point of timéshemay beactually unemployedhder
employed. Poor and weaker sections of society, particularly those who are eulsigeehoes
agriculture and lomcome earning sedmployment activities frequently face this situation as
they do not get employmemtund the year. Hence, various approaches are used to measure
different dimensions of unemployment in the country. The estimates f052G0#d from
10.8million (as per usual statuwi del y r ef eune mpl|l @ ymeéamiliéd)(aptean 3
per dily statuswvhich includes both open unemployment and underemploymidet)ce,
addressing undamployment along with open unemployment is important for pitiagves,
particularlyf r om t he point of view of &6inclusive gr

As farasthe questonf 6 open unemploymentd is concerned
employment opportunities in thédar market. The issue of ureleployment, however, may

require a variety of policy measures ranging from creation of new job opportunitiageés meas
related to social security for workers, introducing innovative technology etc. Promoting rural
nonfarm employment is considered as an important policy measure to address under
employmenin the rural areas

Another crucial issue relates to thelyomemployment. Analysis of unemployment data for

the year 200485 reveals that unemployment rates are very high in urbgpeatieakarlyin the

age group of 184 years (Figu®. Further, female unemployment rate in the age group of 20

24 yearssithe highest at approximately 27%. Among males, the highest unemployment rate is
reported in the 289 years age group both in rural as well as urban areas. However2# the 20
years age group, male unemployment rates are 12% and 16% in rural aaceagban
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respectively. Overall, in rural areas unemployment among youth -RAgeyeHss) is
approximately 12 to 15%. This highlights the need for the policy to focus on youth in the labour
force, particularly to reap the benefits of

Figure 3: Unemployment Rates (% among Males and Females in Rural and Urban Areas
across Age Groups, 2004-05 - CDS Basis

30
0 15-19
25
: W 20-24
Very hig
X 20 UR 0 25-29
x .
S o | High UR & 030-34
QR W 35-39
© 10 - @ 40-44
5 4 W 45-49
O 50-54
01 | | m 55-59
F F
emale emale B 60 & above
Rural Urban
Source: Based on unemployment rates calculated from NSSO data , 2004 -05

2.3 INTERNATIONAL DEVELOPMENTS

Indian economy has ieasingly globalised ever since the policy of economicshtienali
startednearlytwo decades ago. Liberalisation of external sector provided enough boost to
Indian exports growing at approximately 25% per annum until the worst evewriderld

economic Iswdown struck the Indian economy in00 A°- | ong term trend
trade of commodity essentially indicates a steady and sustained growth both in imports as
wel | as exports. |l ndi adbs trade share to n:

rose from barely less tharfd @uring the period of piéeralisation (before 1992) to
approximately 14% by the beginning of this Century and reached 27% du@$y12008
fact during the entire pel#beralisation period, it is only durserond hélof 2008 that

|l ndi ads trade (both imports and exports) f
least stagnation. However, the trend picked up soon and the yearstar2@d%howing
i ncrease in the shar.e of total trade to In

These developmenksavenot only led the Indian economy on trajectory of higher economic
growth but also impacted Indian labour market significamigased exports from India

have scaled wwmploymenbpportunitiesn the export oriented sectdoeth moden as well

as traditional sectors. Some of the high employment potential sectors include information
technology, information technology enabled services, engineering goods, gems and jewellery,
ready made garments, other textiles and handicrafts. Inoreasational trade has also
provided the impetus for the introduction of new and modern technologies and thus have
direct bearing on skill enhancement of Indian workforce.
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Indian economy isoday facing new challenges on théeiinational fronts which V&
implicatiors for employment growth. Some of these challenges are:

e Absorbing capital inflow for investment purpose;

Providing enough security teigrant workergoing abrogd
e Enhancing skill levels of migravorkersgoing abroatbr better employabit,

e Protecting mall and medium enterprises (SMidsich face unequal competition;
and

e Providing incentives talour intensive export sectérgextiles (mainly handloom
and other traditional textile sectors), gems and jewellery, handicrelfiis hehe
facing decline in profitability.

2.3.1 IMPACT OF ECONOMIC SLOWDOWN

The recent (20609) global financial meltdown and the related economic recession are seen
as the worst since the Great Depression of 1930s. Given the increased (as compared to pre
liberalisatin period) integration of Indian economy with the world economy, India in no
way could remain unaffected of the negative fallout of this recession. Although the overall
impact of the economic slowdown is not considered to be acute on India, the same had
moderate impact on the Indian labour market as well. The falling profitability of Indian
industries led to job cuts in general and in export oriented sectors, in particular. Labour
Bureau, an organisation under MoL&E, conducted five quarterly survey® dioineg

2008 to December 20@®vering sectors like textiiesluding apparel, metal and metal
products, information technology, gems and jewellery, erJeatutomobiles,
handloom/powdboms and transportation to assess the impact of economic meltdown on
job loses Major findings of Surveys by Labour Bureau are as follows:

e Employment declined by 4.91 lakh during the quartdd&€act2008.

e Employment increased by 2.76 lakh durin{yldach, 2009.

e Employment declined by 1.31 lakh during-JApre, 2009 pbably due to
seasonality.

e Employment increased by 4.97 lakh during the quartSeyI2009.

e As per latest quarterly quick survey for the periodD@ct. 2009, overall
employment has improved by about 6.38 lakh during Dec., 2009 over Sep. 2009 due
to substantial increase in employment by 5.70 lakh in the IT/BPO Sector.

e The estimated employment in the selected sectors has experienced a net addition of
12.8 lakh during Dec,2008 to Dec, 2009.

A detailed study indicated that most of the joledaksing he economic slowdown had
taken place in unorgasil sectér In the orgased sectqrthe job loss was minimal as
indicated by the Labour Bureau study. Moreover, there was also considerable wage loss,

3 The study was conducted\y. Giri National Labour Institute (VVGNLI, 2009) for Department of Commerce,
Ministry of Commerce and Industry, Government of India.

Page] 8



more so inheorgansed sectoiOn the basis of a seyvof approximately 1,300 firms across
threeexport intensive sectors viz. textiles, diamond cutting and polishing, and handicrafts,
the study estimated that there was job loss in uneedgasector to the extent of
approximately 6%

Although magnitude ¢bb loss in the orgaseid sector was small to the extent of 0.3%, wage

loss in the orgasad sector was significant. In unorgahisectqgrthe job cuts were
compensated with increased working hours of the retained workers and heneereage
increasedparticularlyin textiles and handicraft sectors. Although the study is export sector
specific and the results cannot be generalised for the entire Indian gbenassgssment

for the country as a whole based on secondary data indicated that appraximaiel

million potential jobs could not be created because of economic slowdown and resultant
sl owdown in the I ndi ads 7@oodPOimDOS&E09.gBy anwt h f r
standard, the impact of econonidmwslown on Indian labour marlannot i undermined

as the same has potential to negatimelgctthe employment growth in future.

The Indian economy is back on the road to recovery as reflected by rising manufacturing and
overal/l economic growt h. At shimmulsusagpack
announced during the slowdown period may be gradually phased out. However, what is
important at this stage is to meticulously calibrate the process of phasing out. Unorganised
sector enterprises may need some of the stimulus packlagas suerest subvention,
reductionin excise dutand other relatethxes soft credit,etc. to be continued until the
economy achieves the growth rate of at least 8% and the economy is pushed back to a higher
growth trajectory. Iraddition, special pragnmes forre-skilling and redeployment of
retrenched workers during the slowdown periedighly desirable.

24 PROJECTIONSOF LABOUR FORCE AND WORKFORCE

This section attempts to project some of the key labour market indicators of crucial policy
implicationfor the period 20020 to 2014L5. The projected figure for 2a0® is useful to
understand the current labour market situation while the projections for lateelebofil to
understand the emerging scenario during the next five years or s@ama jidamulate policy
accordingly. These projections follow methodology used by Rangarajan et.al, 2006.

Projection of total labour force has been done on the basis of trends observed between two
quinquennial rounds of NSSO surveys for-243® 1992000and 1992000 to 20005. The
employment figures for 20@0 are projected on the basis of the employment efasfittity

respect to Gross Domestic Product (3BBserved during the perib@942008. At this stage,

it is important to note that along wigther economies of the world, the Indian economy was
also affected, during the economic slowdown period 022008 Since the economic growth

was down to 6.7% per annum in 2008as compared to 9% in 2@3B[ the employment

growth also decelerated #igantly. Accordingly, based on the employment elasticity with

4Employment elasticity is defined as rate of change of employtineaespéct to rate of change of output.

51t is important to note that the employment elasticity for the perio20@330 20085 was estimated to be fairly high at

0.48 as against a low of 0.15 between9®@8d 1992000. The longer period elagtiobservedbetween 19984 and

200405 has been considered as it is |likely to provide
employment growth.
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respect to GDP, the employment for 2009s estimatedo be 506 million with an average
annual growth rate of 1.97% for the period -2@0#% 2002010.

The labour force for 2009 is estnated to be 520 million. Further, projections for labour force

and employment for the year 2009were followed by a projection of the same for the period
20102015 on a yearly basis. This yielded the total magnitude of labour force increasing from 520
million in 200910 to 574 million in 201¥6 implying approximately 10 to 11 million additional
number of persons joining tlabur force each year during peisod.

For employment projection, three different scenarios have been considered: if employmen
grows at a) scenari@® R% per annum, b) scenarid@dI2.25% per annum and c) scenarid Il

2.5% per annum. The estimates necessarily indicate that employment must grow at least at 2.5%
per annum for the next five years so that most part of the operplogment including the

additions to the labour force may be taken care of byl200able 2)

One obvious questiatiat arises is what rates of economic growth will the country need to
achieve the 2.5% annual growth in employment? The answer seallyhkemagnitude of
employment elasticity likely to prevail in future. Again, three different estimates are presented to
have an idea about the possible employment elasticity and the required economic growth for
achieving three different scenarios ofleynpent growth

The estimates indicate that 2.5% growth in employment is achievable with an economic growth
of approximately 9% provided the average employment ela$ti@i®® observed between

199394 and 20085 continues. If the employment elastialty to 0.25 , the required economic
growth will be 10% per annum. Similarly, more than 12% growth will be required if the
employment elasticity falls to 0.20. At the 0.20 employment elasticity and 10% economic growth,
only 2% growth in employment carabhieved.

The employment elasticity with respect to GDP growth, however, can be enhanced by
promoting labour intensive technology and sectors of employment with high labour capital ratio.
In the recent past, different studies have identified such séetopfogment at least at broad

level These studies highlight t hat manufactur
0i ndustri al machineryad, 60l eat her anddgal eat he
textil esd, O0readydadefganmeént €0, et c. ar e

employment elasticity of more than 0.30. It is important to promote these industries in addition
to enhancing investment in road infrastructure and power. In addition to these manufacturing
secbr industries, service sectors such as rail and road transport, tourignadesédd. are

highly labour intensivie.is important to note that Public Private Partnership (PPP) is critical for
attracting the necessary investment, especially ipuohevelfyastructure.

6 Based on the employment elasticity with respect to GDP, the underlying annual emptwthdmsybeen
worked out to be 2.80%, 2.80%, 2.47%, 1.77% and 1.25% for the ye@6s 20087, 20008, 20089 and
200910 respectively. This yields an average annual growth of 1.97% for the pedBth22W3EL0.

7 Considering the robust anthrginal growtm labour forcef male andthe significantly increasing femialeour

force,particularly in the 229 age group, the overall growth of LFPR varied between @Stoidg 201611 and

201415 Accordinglyit is estimated that the ovédaFPR will increase to 45.8% by 20%4with much of the
growthcoming from theouth population.

Page] 10



Table 2: Projected Population, LFPR, LF and Employment during 2009-10 to 2014-15

2009 -10 | 2010 -11 | 2011 -12 | 2012 -13 | 2013 -14 | 2014 -15
Total population 1177 1193 1208 1224 1239 1254
(in millions)
LFPR (%) 442 44.4 44.8 45.1 45.4 45.8
Labour Force (in millions) 520 530 541 552 563 574
Annual incremental 10 10 11 11 11 11
labour force (in millions)
Scenario | T Employment
growth (2% ) (in millions) 506 516 526 537 548 559
Scenario Il 7 Employment
growth (2.25%) 506 517 529 541 553 566
(in millions)
Scenario T
Employment growth 506 519 532 545 559 572
(2.5%)  (in millions)

Notes and sources: Population projections have been taken from RGI, 2006; Projection of LFPR has
between 1993 -94 and 2004 -05 across
rural -urban, male -female and various age groups of population; employment projection is based

been done on the basis of linear

on employment elasticity observed during 199

trends in LFPR observed

3-94 and 2004 -05 and GDP growth for 2009

-10
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3 QUALITY AND SUSTAINABLE EMPLOYMENT: A
DECENT WORK APPROACH

Quality of employment has been one of the main concerns in labour market studies in
devel oping countries. I n I ndia, the reported
imply a reasonable level of earnings; nor doetedt e status of living of workers. This is
particularly evident from the fact that while the unemployment rate even by the highest estimate
was 8.3%, the percentage of people below the poverty line was as high as 28% ih 2004
essentially impliebat the problem in India isot only of unemployment but also of low
productivity of work in which the poorareengagetl nc |l usi ve growt hd bein
concerns of the growth process India is presently following, improving the qualityaoidwork

raising levels of living standards of workers occupy the central place in the overall growth
process.

3.1 EMPLOYMENT STATUSOF WORKERS

Employment status, mainly categorised asrsployed, regular and casual, is usually used as a
broad indicator of asseng quality of employment of employed persons (see Box 3).

Box 3
Categorisation of Workers by Employment Status

There are three important categories of employed persons:
1. Regular Salaried/Wage Employees are those who work i n darnh g

enterprises (both household and non household) and in turn receive salary or wage on a
regular basis. This category include S not only persons getting time wage but also persons

receiving piece wage or salary and paid apprentices, both full time and part -time .
2. Casual Wage Labour : A person who is casually engafgmd
enterprises (both household and non -household) and, who in return, receive S wages

according to the terms of the daily or periodic work contract.

3. Self Employed : Persons wh o operate their own farm or non -farm enterprises or are
engaged independently in a profession or trade on their own account or with one or a few
partners are deemed to be self -employed. Self -employed persons are further categori sed
as follows:

a) Own -account Workers : Those self -employed persons who operate their enterprises
on their own account or with one or a few partners and who, during the reference
period, by and large, r  un their enterprise without hiring any labour.

b) Employers : Those self -employed person s who work on their own account or with one
or a few partners and, who, by and large, run their enterprise by hiring labour

c) Helpers in household enterprise s: Those self -employed persons (mostly family
members) who are  engaged in their household enterprise s, working full or part time
and who do not receive any regular salary or wages in return for the work performed.
They do not run  the household enterprise on their own but assist the related person
living in the same household in running the household ente rprise.

In India, bulk of the employment (approximat@kp)sfalls in the category of self employed.
Approximately 60% of the rural labour force and 45% of the urban labour force is self
employed. After a long period of declining trends during theat®B0990s, the proportion of

the selemployed has shown significant increase during the early 2000s. The proportion of
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regular employed has remained stagnant at around as low as 7% in rural and approximately 40%
in the urban areas. The recent increasgfemployment has taken place mainly at the cost of
casual employment, with the proportion of the latter declining from 37% to 33% in rural and
from 18% to 15% in urban areas between-2000 and 200d5 respectively (Table 3).

Table 3: Percentage Distribution of Workforce (UPSS) by Employment Status, 1993-94 to

200485

Employment 1993 1 94 1999 1 2004 i 05
status 2000

Rural
1. Self - 57.96 55.76 60.2
employed
2. Wage 42.04 44.24 39.9
workers
(i) Regular 6.45 6.83 7.1
(i) Casual 35.59 37.41 32.8

Urban
1. Self - 42.29 42.23 45.4
employed
2. Wage 57.71 57.77 54.5
workers
(i) Regular 39.40 40.03 395
(i) Casual 18.31 17.74 15.0

Source: NSSO respective  surveys

Self employed do not operate in the labour market for wages or earnings, but earn profits out of
their own enterprises. A small proportion of tieseclusively employers, while a large section

of them work as owners/employers cum workers. Further, an overwhelming proportion of
these selémployed workers are small and petty traders and smalam@ical farmers, and

many a times, their earning levels are as low as those of casual workers. More than 11% of the
rural selemployed persons resort also to casual labour work in order to supplement household
income .

It will be an important task in tlkeming years to raise the proportion of regular wage paid
employment, particularly in rural areas. Given the vast potential of education and health sectors
to expand in rural areas, regular employment in rural areas can be enhanced by providing
relevant faining to rural workers. Rural ssifployed persons need to be encouraged to
diversify to offarm and noffarm activities so that their levels of earning could be improved. In
urban areas, suitable policy measures are required to safegotacksteaf small and petty

traders

3.2 WAGESAND EARNINGS

Casual wage labourers are one of the most disadvantagesth the labour market. . While

their work contract is terminated and renewed on a daily basis, poor working conditions and low
wages push ¢ém bebw poverty line. In 20836, average casual wage for males and females was

just Rs. 55 and Rs. 35 respectively in rural areas and Rs. 75 and Rs. 44 respectively in urban area
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On an average 200405, casual workers recdiVar lessvageshan thoseeeival by regular
workers (Table 4).

Table 4: Average Daily Wage (in Rs.) of Regular and Casual Workers (15-59 years), 2004-05

Male Female Index of gender bias in

wage payments

Regular

Rural 144.93 85.53 0.59

Urban 203.28 153.19 0.75

Casual

Rur al 55.03 34.94 0.63

Urban 75.1 43.88 0.58

Note: Index of gender bias in wage payments has been calculated as the ratio of female wage to
male wage. Smaller ratio indicates high gender bias.

Source: Calculated from unit level data of NSSO, 2004 -05

In addtion to low wages for casual workers, there is also gender bias in wage payments. It is
important to note that the gdar bias in casual wage paynelowv in rural areas (0.63) than in

urban areas (0.58). However, the reason for low gender bias inywseggspin rural areas is

highly suppressed wages both for male and female rural workers. The gender bias is also
noticeable in case of urban regular workers.

Rural casual labour constitutes the single largest segment of the total workforce in India. Among
rural casual labourers, agricultural labourers occupy a predominant position. The rural
agricultural wage rate, hence, is considered as one of the most robust indicators of economic
weltbeing, not only of agricultural labourers, but also of the oueahpapulation (Deaton &

Dreze, 2002). However, agricultural wages have not only been persistently lower than non
agricultural wages, the rate of increase in the former has lagged behind the latter (Figure 4).

Among the various reasons for higher riseeal wages of neamgriculture activities are
enhanced labour productivity and policy intervention through employment generation
programmes. In contrast, the agriculture sector continues to be overcrowded, leading to low
labour productivity. All these hded to a lower growth in real wages in agriculture over the
years.

Raising the wage levels of casual workers both in agriculture-agdauttore needs adequate
policy attention. In this regard, stricter implementation of the Minimum Wages Aatd1948 a
targeted employmegéeneratioprogrammes are important policy considerations. A number of
studies carried out in recent years have shown that the Mahatma Gandhi National Rural
Employment Guarantee Act (MGNREGA) has had significant positive impacilomages.
Moreover, standardisation of minimum wages across variough&taggs centrally fixed and
periodically revised Statutory National Floor Minimum Weyebe an important policy
initiative in this regard.
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Figure 4: Average Daily Wages (in Rs) of Rural Casual Workers in Farm and Non-Farm
Sectors (1983 to 2004A05) at Constant Prices (1993-94)

40 1 |—0—Agriculture —=— Non Agriculture |
35 A

30 A

25 1
20 - /
15 1

10 A

Average Casual Wage in Rural areas at
constant (1993-94) prices
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Source: Calculated from unit level record of NSSO, respective surveys

3.3 EMPLOYMENTIN THE UNORGANISED SECTOR

An important aspect of quality of employtmerindia is the predominance of the unorganised
sector. The size of the organised sector, characteriseghdayeairnings and job secuisty

smal] it accounted for less than 6% of the total employment irR080@¢ound twehirds of

the total organgsl sector employment is in the public sector. Over the years, organised sector
employment has grown slowly than the total employment, reflecting the faster growth of
employment in the unorganised sector. As a result, there has been increasing imfoahalisati
employment over the years. This informalisation has been more pronounced in the case of
female workers. As a whole, about 96% of female employment is in the unorganised sector as
against about 91% of males. In urban areas, the percentage of edosgetas workers is

close to 650%. Not all othemare poor but crude estimates suggest that close to half of this
number is in dire need of occupationaseading.

A large proportion of the workers engaged in the wbarganisedector is migrantsaim

rural areas with poor educational, training and skill background and are employeyimglow
semiskilled or unskilled jobs. The productivity and earning levels in most of the enterprises are
low and do not often provide full time work to thoseaged. For the employees, the working
environment is1ot conduciveworking hours are long and most of the conditions of decent
employment (e.g. paid leave, pension, bonus, medical support and health insurance, maternity
leave benefits, compensation agaswtientetc.) are nearly naxistent.

The past trends and all the available evidence suggest that the bulk of the growth in employment
in future will come from the unorganised sector. It will be an important challenge to ensure that
employment in thisector consists of jobs with safe conditions of work, decent and growing
earnings and a measure of income and social security. Moreover, increasing the proportion of
organised sector employment will be an important task to accomplish in the near future.
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34 WORKING POOR

Quality of employment leading to low levels of wages and earnings, predominance of the
unorganised sector in total employment and overall poor working conditions of most casual
workers and a large part of -sstfployed workers have led to ificemtly high poverty ratio
among the workers. These workers are often
workers were estimated to be below the poverty line Hd200His essentially implies that out

of a total of 459.1 million workers (UPBS200405 approximatelgbout 1 million were

poor.

Further, as has been mentioned, workers are not a homogeneous group and they enjoy varied
levels of security in the labour market and receive different levels of wages and earnings.
Although, the headunt ratio of poverty has declined across the segments of labour status such
as selemployed, regular wage earners and casual labourers, the poverty ratio continues to
remain significantly high among casual workers. Poverty ratio among the casua$ workers
estimated to be approximately 32% as against 18% ameangpksted and 13% among

regular wage earnéesed on NSSO datais encouraging to note that over the years, there has
been a decline in the poverty ratio across all the three categodder. The decline has

been more pronounced in rural areas than in the urban areas. In fact, the poverty ratio among
casual labourers has been higher in urban areas than in the rural areas right through 1990s with
the difference widening in 2608. Inceased migration of poor workers from rural to urban

areas over the years has contributed to increase in poverty of casual workers in urban areas.

Apart from casual labourerthere are also some other sections of workers who are self
employed and are conder ed as Oworking poor d. These w
farmers, small manufacturers and traders, hawkers, street vendors, forest produce gatherers,
rickshaw pullers and small traders in towns and cities, all constitutingethplegdfd categy

of wor ker s, From the perspective of 60di stri
deserve priority and focussed attention.

3.5 OVERCROWDED AGRICULTURE SECTOR

Bulk of the employment in India is concentrated in the agriculture sector. In astal are
agriculture constitutes up to 68% of the total rural employment. Approximately 81% female
workers and 66% male workers in rural areas are engaged in agriculture. Obviously, most of the
workers engaged in agriculture are highly -eng@oyed with verjow levels of return.
Diversification of the rural workforce to ragriculture activities has been very low and the
same has been negligible in case of the rural women workforce (Figure 5).

Despite slow diversification process from farm tefawon actiities, the agriculture sector has
reflected enough dynamism in recent years. Although diversification of the female workforce to
nonfarm activities in rural areas has been limited up to 2 to 3% sinéd,1B83ame in case

of male workers has been ke textent of 7 to 8% during the same period. Most of this
diversification to the rural ndarm activities has taken place in sectors such as construction,
transport and food processing industries. Retail trade has also contributed to rural workforce
divesification. However, despite all these positive reflections, diversification of the female
workforce has been very limited. This may be because of their low education and skill levels.
One of the important policy implications to promote ruralfaion empbyment is to provide

skill and training to women workers in rural areas.
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Figure 5: Percentage of Rural Male and Female Workers Engaged in Agriculture

—e— Male
—B—Female

Proportion (%) of workers in agriculture

1993-94 1999-2000 2004-05

Source: Based on sectoral employment data from respective NSSO surveys
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