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Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, inithg women and young people, a goal
embedded in the ILO Declaration 2008 ®acial Justice for a Fair Globalizatign and
which has now been widely adopted by the intermaticommunity.

In order to support member States and the socrahgra to reach the goal, the ILO
pursues a Decent Work Agenda which comprises faterrelated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiohthis integrated approach and related
challenges are contained in a number of key doctsnanthose explaining and elaborating
the concept of decent wofkn the Employment Policy Convention, 1964 (No.Y12thd in
the Global Employment Agenda.

The Global Employment Agenda was developed by th® through tripartite
consensus of its Governing Body's Employment andigbd?olicy Committee. Since its
adoption in 2003 it has been further articulated amade more operational and today it
constitutes the basic framework through which th@ pursues the objective of placing
employment at the centre of economic and sociatipst

The Employment Sector is fully engaged in the impatation of the Global
Employment Agenda, and is doing so through a lasg@e of technical support and
capacity building activities, advisory services gulicy research. As part of its research
and publications programme, the Employment Sectomptes knowledge-generation
around key policy issues and topics conforming e tore elements of the Global
Employment Agenda and the Decent Work Agenda. Téwtad8s publications consist of
books, monographs, working papers, employment tepmd policy briefé.

The Employment Working Papeseries is designed to disseminate the main firsding
of research initiatives undertaken by the varioepadtments and programmes of the
Sector. The working papers are intended to enceueaxghange of ideas and to stimulate
debate. The views expressed are the responsibflitie author(s) and do not necessarily
represent those of the ILO.

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgmichload/dg_announce_en.pdf

2 See the successive Reports of the Director-Genergtie International Labour Conferend®ecent work
(1999);Reducing the decent work deficit: A global challe(®201);Working out of povert{2003).

3 See http://www.ilo.org/gea. And in particular: Ilementing the Global Employment Agenda: Employment
strategies in support of decent work, “Vision” downt, ILO, 2006.

4 See http://www.ilo.org/lemployment.






Foreword

There is widespread recognition amongst econorntists the contemporary global
economy confronts a whole range of problems rajaiinthe well-being of workers- such
as low employment growth, un-and underemployment, Wages, working poverty etc. -
although the precise nature and extent of thesebativeen countries and regions. In most
developing countries, these labour market challengee persistent, and the policy
responses from governments in these countries anerally inadequate, given the
enormity of the task at hand.

Policy responses from governments to influence dabmarket outcomes usually
consist of Active Labour Market Policies (ALMPs)daRassive Labour Market Policies
(PLMPs). The former combine transfer payments withditionality associated typically
with either work or training activities, where dsetlatter category constitute income
protection/enhancement measures without such condiity. Both sets of policies are
found in almost all countries across the world differ a great deal in terms of their level
in terms of expenditure and their structure in trof their program range. Major
differences concern also their delivery organizegio

This paper examines some of the relevant issudsrefiérence to India, which is now
one of the major players in the global economy. ritsent initiatives in terms of
introducing an employment guarantee for the rucarpghas attracted worldwide attention.
After a synoptic account of India’s recent econogniowth trajectory and a profile of its
labour market, the paper provides an overview ddtiexg labour market policies measures
and programmes, with special focus on ALMPs. Thiegpées on to evaluate the strength
and weakness of these by examining several dimensach as their reach, financial
provisioning, effectiveness, coherence etc.

The paper shows that, even though there are sguaglammes in India within the
domain of ALMPs, the lacunae and gaps with resgectll significant evaluative
indicators are serious. It suggests that a sysienmaé¢gration of different components of
ALMPs into a broader development strategy, and kernce of governance at and
between different levels (i.e. from Centre to logglvernments), between different
ministries, both at the level of conceptualizataswell as implementation, are urgently

required.
Sandrine Cazes Duncan Campbell
Chief, Director,

Employment Analysis and Research Unit Economic and Labour Market
Analysis Department
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1. Introduction °

India’s growing interface with the global economyrécent years has contributed to a
state of rapid flux in its macroeconomic scenarithe process of increasing integration
with the global economy, as per the ‘official’ viers has been remarkable in terms of
facilitating the Indian economy’s progress with pest to most economic and social
indicators since the early 1990s. As is well-docoted, gradual changes in the country’s
macro economic regime commenced in late 1980stvette liberalization (e.g. a shift from
quota to tariffs for some commodities) and slow &tetady deregulation of investment and
output controls; however it was in the early 198@st the Indian economy witnessed a
transition from a State-led development model teealiberal paradigh The rapid and
sharp shift in the economic policy since July 19@H its ostensible immediate trigger in
the balance of payment crisis that the country thas faced with. The important measures,
initiated in the early 1990s, as a part of theiBtlbion and structural adjustment package,
included: currency devaluation in July 1991 agath&t US dollar; withdrawal of cash
incentives for exports; significant cutbacks in tcehgovernment spending; increase in the
interest rate and reduction of public investmeeplacement of import licensing with
tradable permits; rapid reduction of tariff rate=juction of entry barriers and controls over
FDI; disinvestment in public sector; entry of g sector banks and dilution of
commitments towards directed credit for vulnerabbetors and groups; among others.
Throughout this paper, in line with the widespreadge, the period since early 1990s has
been described as one of economic reforms/libatadiz/ globalization.

However, it is worth emphasizing right at the ottbat the package and sequencing
of economic reforms in India is different in mamgspects compared to those in most other
developing countries. We need not go into the tetdi these differences here, but it is
important to note that there has been a greateredeyf caution amongst the country’s
policy makers, largely due to substantial oppositimneoliberal policies from the left wing
political parties, and widespread discontent antbiegnasses within the country.

As regards the most talked about indicator of thecass of economic reforms in the
Indian case, namely, the growth rates of aggregatkper capita national income, these
have been quite impressive during the period ohewguoc liberalization, and are marginally
higher compared to those achieved during the 1986&ever, focusing on this indicator
alone as a shorthand for India’s recent economifopeance may be seriously misleading
as there are several dimensions of the currerdcti@ly of development, particularly with
reference to labour market outcomes, that are medseworrisome.

To take a couple of examples: the declining shdreages in the total output and
almost jobless growth seem to be prominent featwksindia’s recent economic
performance. In the absence of national income alathe factor shares in Gross Domestic

® Praveen Jha is on the faculty of the Centre fanBmic Studies and Planning, Jawaharlal Nehru Usitye
New Delhi. The author gratefully acknowledges vhlaaresearch assistance towards this paper frorti Sak
Golder, Nilachala Acharya and Siba Shankar Mohaaityf them research students at the same CentitboA
would also like to express his gratitude to PetaerAand Caroline Heuer, both from the ILO, for thesry
valuable inputs towards this paper. Usual disclasnagply.

® There are quite a few illuminating analyses ofs thiansition (e.g. Chandrasekhar & Ghosh 2002;
Chandrasekhar & Patnaik, 1995; among others).



Product (GDP), we have used the information fromAinnual Survey of Industries (ASI)
to analyse the trend in different components opouand their growth in different phases
between 1980-81 and 2004-05. For this purpose,ave blassified the post 1980-81period
in two phases (see Table 1).

Table 1. A profile of some key indicators of India’s organized industrial sector, 1980-81 to 2004-05

Panel I: Periodic Growth Rates 1980-81 till 1990-91 1990-91 till 2004-05

(In %) Phase-| Phase of economic
liberalization
No of Units 49 23.8
No of persons Employed 49 27
Person days Created 18.0 0.1
Wages and Salaries 203.7 212.9
Social Security 317.8 4242
Total Wage Bill 2171 2455
Total Value of Output 267.5 518.2
Total Profit 235.4 1169.6
:fagiltgl;tAs Proportion of Total Value 1980-81 2004-05
Wages and Salaries 9.2 3.9
Social Security 1.2 1.2
Total Wage Bill 104 5.0
Total Profit 46 8.6

Source: Computed from ASI data as available at http://www.mospi.nic.in

Note: Growth rates calculated here taking data on the basis of point to point rather a trend growth
rate.

Our analysis shows that in the economic liberatira(post 1991) phase, the total
value of out put in the units covered under the ikBteased by 518 percent, and the profits
increased by 1170 percent, but the wage bill iremdaby only 246 percent; furthermore,
the number of persons employed increased by onpergent although the number of
production units increased by 24 percent. A poiattivemphasizing here is that the total
number of person-days worked per year in this plas®ased by only 0.1 percent (see
Panel | of Table 1). As far as the compositiohef output is concerned, the wage bill as a
proportion of total value of output has declinednfrmore than 10 percent in 1980-81 to
around 5 percent in 2004-05, whereas the sharedfitin total value of output has
increased from 4.6 percent in 1980-81 to 8.6 peroer2004-05. Thus, along with the
compression of the wage share, the serious inadgaiaeven high rates of output growth
to create sufficient employment expansion commexsuwith the needs of the growing
labour force are clearly evident as major challenge

It is obvious that for a country like India, whatee poverty and unemployment rates
are alarmingly high, issues relating to productweployment expansion need to get urgent

" Annual Survey of Industries (ASI) provides infotina on the organized sector and the data areatetleby
the Ministry of Statistics and Programme Implemgéata(MOSPI), Government of India. It covers a aensf
29 out of 63 industrial groups covered under IndaisBtatistics Act in 13 States and 2 UTs, plusaaple
survey of the remaining groups. This is the mogidrtant source of Industrial Statistics for Indiaiganized
sector. It may also be noted that from the pointieW of workers, organized sector is the most &badter or
covetedsector on account of rates of remunerations, wgrldonditions etc. ( for distinction between
organized and unorganized sector, see footnote 12)



attention at the policy level. Apart from the hygeblem of underemployment/ disguised
unemploymerit the large imbalances that exist in the Indiarolatmarket, e.g. between
small formal sector and large informal sector, st rural and urban areas, and between
different sectors of the economy, need to be tacklith adequate policy instruments. The
recent moves towards more open economy, in effedher reinforce the need for such
policy instruments. It is argued in this paper thhé active labour market policy
(henceforth ALMP), in this context, has the potainto address the relevant issues in
important ways. Through measures such as enhartiaglabour quality, creating
employment opportunity, guarding against possibss lof income, among others, ALMP
may facilitate a better integration of the labooirce with the growth process and enhance
the prospects of decent work.

The structure of the paper is as follows. Sectiosk&tches a profile of the Indian
Labour market and flags some questions relatingmployment implications of the recent
growth experience. While doing so, it underscom®es of the disturbing and persistent
problems, such as huge extent of informality, wogkpoverty etc. This section also briefly
touches on the current focal concern vis-a-visabentry’s labour market within official
policy circles, e.g. the strongly felt need forxflalisation. Section 3 provides an overview
of existing labour market policy measures and ognes, particularly those relating to
ALMP, such as employment generation, training sswietc. This section also seeks to
critically examine the strengths and weaknessdabasfe policies in terms of their reach,
costs, benefits and effectiveness in fulfillingteth goals etc. Drawing on the ALMP
perspective, outlined in the preceding sections,cthncluding remarks are in the nature of
some desirable policy pointers for better functgnof labour market in India.

As regards the data sources for this paper, forntlagority of economic
variables discussed here, India’s National Samplwey Organization (NSSO) is
the single most important soufcélowever, on some issues such as skill levels of
workers, relevant training programmes for them, dftere is not a single data
source that can be considered even adequate, takktof being comprehensive.
Ministry of Labour and Employment, Government ofdim publishes regular
reports which provide information on some varialilasthe paper draws on several
other sources as well, including the publicatiohsnternational agencies such as
the World Bank. An attempt has been made hereaw dn diverse sources for the
relevant variables particularly for inter-temporahter-regional and for inter-
country comparisons.

8 For definitions of employment/unemployment andedént categories of employment used in the Indian
context, reader may refer to A-1 and A-2 in Apperti

® National Sample Survey (NSS) was set up by thee@wwent of India in 1950 and latter it was reorgadias
National Sample Survey Organisation (NSSO) in 197¢er the years it has acquired a formidable rejmunta
as a major data source for a whole range of ecanamil social variables. It conducts nationwide samp
surveys on various socio-economic issues in suiseessunds, each round covering subjects of cuirgetest

in a specific survey period. Upto 2008, the NSS ¢tmualducted 64 rounds of surveys covering a largetspm

of India’s economy. Sample size that NSS coversditferent rounds of survey varies from approxirhate
20,000 households to more than 150,000 househdideng these, the quinquennial surveys Employmedt an
Unemployment Situation in India starting from 1972-have been the most important source on labour
markets; the latest of these quinquennial surveasthve seventh one conducted in th&®lind of NSS during
July, 2004 to June, 2005.. The survey was spread 4999 villages and 4,602 urban blocks coverin241680
households (79,306 in rural areas and 45,374 iarudveas) and numerating 6, 02,833 persons (329870
rural areas and 2, 04,808 in urban areas). Theroart of survey on employment and unemploymenasitn

of India is due 2009-10. Much of our discussiornhis paper is, hence, based on the data providetidog '
round.



2. Current growth trajectory and a profile of the
labour market

2.1 Recent growth experiences and outcomes for labo  ur

“It was the best of times; it was the worst of tané was the age of wisdom; it
was the age of foolishness. It was the epoch aétd was the epoch of incredulity.
It was the season of light; it was the season dfrdss. It was the spring of hope; it
was the winter of despair. We had everything befsreve had nothing before us.”

---- These opening lines from the “A TaleTofio

Cities”, by Charles Dickens, probably capture thuphmria as well as the despair of
contemporary India’s macroeconomic scenario agtiyvocates of “shining and rising”
India campaigns often highlight the recent impressiconomic growth performance. Sure
enough, a growth of almost 125 percent in realonali income, between 1992/93 to
2005/06, and the per capita real income increasdrhgst 77 percent over the same period
are no mean achievements. These rates are maygimalher compared to already
respectable growth rates achieved during the 198€siermore, annual real GDP growth
rates between 8 and 9 percent during the last years has added more of a zing and
buoyancy to the mood of optimism. Likewise, ther@ase in the savings and investment
rates, from a longtime average in the range of@22% percent to over 30 percent in the
recent years, the absence of major financial ctisas have afflicted a number of other
“emerging” markets, low inflation rates (althougi the last couple of years it has shown
upward pressure and gone out of the ‘comfort’ zZimmepolicymakers), respectable growth
of exports and imports, and the external debt burdeing among the lowest in the
developing world are laudable achievements fromaaroeconomic perspective.

One may even go a step further and argue thahdtisustaining the high growth rates
of GDP, or even its acceleration in the recent gjetirat is the big news; rather the real
news is the economy'’s ability to achieve impressivecesses during the globalization era,
in the areas of hugely competitive modern sectonaracterized by cutting-edge
technologies [in particular, the Information andn@ounication Technology (ICT)]. Thus,
so the argument would go, the Indian economy hasecof age, and the policy-makers
must be commended for their boldness of visioreitirig the resurgent and confident India
make its mark in the global economy. Sure enough,growth experiences of the recent
years have obvious connections with the changéénntacroeconomic regime. In other
words, pace as well as some of the hallmarks ofirdnas been strongly influenced by the
opening up of the Indian economy, and in this sehsejubilation of the celebrators of
shining India and liberalization can hardly be fadl However, what they do not (wish to)
see is the proverbial Dickensian other side ofstioey where the hopelessness and several
zones of darkness loom large.

Even without getting into a discussion of a whotmge of glaring development
deficits, a careful look at the recent structurgiwth may be enough to warrant a degree
of serious caution. The performance of the commyogitoducing sectors have been
relatively poor in the reform period; in particuléine agricultural sector, still accounting for
the bulk of the country’s workforce, has experiehcacute hardships, with obvious
implication for the well-being of large sections thfe masses. To a large extent, the
‘miracle’ of India’s economic growth performancesh@nged on the tertiary sector.

Since the mid-1990s, the rate of growth of servi@E#> has been significantly higher
than the rate of growth of overall GDP, and theralud the tertiary sector in the economy
has gone up from about 49 per cent in 1991 to até2nper in 2006-07. In fact, well over
60 per cent of the incremental growth in GDP simig-1990s is accounted for by the rate
of growth of the services sector while the shargary sector has shown a drastic
decline leaving the share of industrial sector amstagnant. Moreover, it is worth



recalling here that the sharp ballooning of thepprtion of services in GDP, and the
economy’s growing dependence on this sector to rgemegrowth, appear to be quite
unusual in the light of the historical experienoésconomic transformations, whether in
the case of advanced or developing countries iticpdar, China). In many cases the sharp
increases in the segments of services sector in B&Psimply be distress-driven.

As it happens, much of the spurt in the servicéosas accounted for the impressive
growth in information technology (IT), in particulthe export of software and IT-enabled
business services. The ratio of the IT sector duipuhe country’s GDP increased from
0.38 per cent in 1991-92 to 4.5 per cent in 2004408 over the same period, IT services
exports grew at a phenomenal 47.5 per cent pemandowever, there are good reasons to
believe that such superlative performance is nstainablé’. In any case, the point worth
stressing here is that this sector provides empboynas per the recent count, to just about
1.6 million out of a total of almost 458 millionrahg workforce. Likewise, the other
‘booming’ segments of the economy have hardly hkipegenerating quality employment
on a significant scale.

Thus, it is hardly surprising that, given the sagrof decent livelihood options, the
conditions of work are utterly sordid for the ovéeiming proportions of workers. As per
the National Sample Survey (henceforth NSS)®Lind (pertaining to 2004-05), for about
836 million or 77 percent of the country’s popuati the money equivalent of total
consumption was below approximately Rs. 20 (or fkas half of 1 US dollar). Close to 80
percent of the informal or unorganized workers bgta to this economically wretched
existence, without any worthwhile social securitydaany legal protection of their jobs,
working under abject conditions. We shall returthitese issues a little later, but the point
worth emphasizing here is that the enormity of @yplent challenges are almost entirely
ignored by the proponents of the ‘shining’ India.

Sure enough, policies that generate economic gravelof vital importance. However
this does not mean that all that country needsots do focus on growth exclusively and
accept unquestionably a whole range of deploraitiedr market outcomes. One does not
need any sophisticated training in economics toepate that:

High economic growth rates should not be viewedragnd in themselves. Growth
that takes place without making a serious attempeduction of poverty or that creates too
few productive and rewarding jobs is hardly theteoto improve the welfare of a large
proportion of its population.

There are good reasons for believing that a grgamticess that is highly inequitable
will be difficult to sustain. There is enough evide to suggest that extreme inequalities
and pervasive vulnerabilities, often outcomes ef\vhry nature of exclusive growth, may
impair the process of growth, if no serious stefali®n to address the probfeém

It is therefore imperative to examine the existiaigour market structures and policies
to put in place a growth process that is more Bigku and is commensurate with
employment needs of a growing labour force. Indigsequent section, we look at some of

1% Eor details, see Chandrasekhar, 2007

1 This happens through a variety of causal connestioro cite only one of these we may recall thpiarent
advanced by Bowles and Gintis: “The relationshipMeen inequality and economic performance is mediate
by the structure of economic governance: inequalifyedes economic performance in part by obstrgdtie
evolution of productivity-enhancing governance stiwe” (Bowles and Gintis 1995, pp 409-414).



the key aspects of the contemporary labour mamdéties in India. But, before that a brief
sketch of labour market is given below.

2.2 A sketch of the labour market at the current ju  ncture

India with a little over a billion people, that approximately one-sixth of humanity,
happens to be the world’'s second most populoustgguend close to 70 per cent of its
population currently live in rural areas. Accorditogthe standard data sources, namely, the
Decennial censuses and the NSSO, about 40 to 4&péeof the population is categorized
as workers, and the worker to population ratio hasained roughly constant since
independence. The recorded data on participatiomosfien in the workforce throughout
this period has been consistently lower, by clos2Q percentage points, than that of men.
The recent official estimates of worker to popuwatratio for females for the country as a
whole are in the range of 25 to 30 per cent, wthsiderable variations across socio-
economic categories, different states, and betwelean and rural areas. As per the most
recent count, pertaining to 2004-05, the size efdbuntry’s labour force was estimated as
469 million; of this enormous mass, a vast majentpre than 75 percent—lives in the rural
areas. The other noteworthy feature is a very Higendence of the country’s work force
on the agricultural sector. Although the sharegsfaalture in India’s GDP has come down
to about a fifth, almost 60 per cent of the workprmore than half of whom are wage
labourers, continue to depend on this sector. Adgriculture, as a broad category, the
unorganized/informal non-agricultural seé¢fonappens to be the second most important
employer, accounting for more than 40 per cenhefworkforce and close to 40 per cent of
the GDP. The so-called organized or formal sedfog, most sought after in terms of
remuneration and working conditions, employs lésnt10 per cent of the country’s
workforce while producing about 40 per cent of @eP. Of the total employment in the
organized sector, almost 65 to 70 per cent is i plblic sector (including public
administration and defence services) and the mesprivate sector, largely corporate
manufacturing and a variety of services.

Clearly, unlike the expectations of much of thealepment discourses in the 1950s
and 1960s, workforce transformation from agricitdo non-agriculture, in particular to
organized modern activities, has been exceedinighy $n India’'s case (as with most
developing countries), and it remains a major gotiballenge. Furthermore, the share of
the organized sector in total non-agriculture aamds to be quite small, and even declining
in recent years.

Further, there has been a large absolute declinrbermumber of enterprises that
satisfy the minimum criterion to be classed as aoiged’. In 1998, out of a total 30.3
million enterprises, 0.8 million employed ten ornmavorkers. By 2005, although the total
number of enterprises had gone up to 42.1 milliba,number of those employing ten or
more had fallen sharply to 0.6 million. It is alsorth noting that only 30 to 35 per cent of

12 A neat separation between formal/organized andrrimdl/unorganized is conceptually quite a slippery
exercise as is often acknowledged in literaturelndia, the conventional basis of this distinctienthe
definition used in the Factories Act of 1948, as\wkich an establishment with 10 workers or more asing
power, or 20 workers or more without power, is gatezed as formal/organized.

13 According to information provided by the Ministof Labour, total employment in the organized sedtor
2004 was 26.3 million (17.9 million public and 8xillion private), down from 28.1 million (19.4 miitin
public and 8.7 million private) in 1999.



the organized sector employment is in the secondacyor, the remaining being almost
entirely in the tertiary sector (except for a vemyall proportion in agricultural plantations).

Table 2. Unemployment rates for 55t round (1999-2000) and 61st round (July 2004-June 2005) of the NSSO

Rural
Males Females
Round US CWS  CDS us cWS cDS
551 (1999-2000) 21 39 72 15 37 70
615t (2004-05) 21 38 8.0 31 42 87
Urban
Males Females
Round
oun US CWS  CDS us cws cDS
55t (1999-2000) 48 56 73 71 73 94
61t (2004-05) 44 52 75 9.1 9.0 116

Note: CWS: Current Weekly Status; CDS: Current Daily Status; US: Usual Status
Source: Economic Survey 2006-07. For an elaboration of these definitions, see Annexure A1

Table 3. Unemployment rate among the youth, 15-29 Years, 2004-2005

Unemployment Rate (Current Daily Status)

Age Group
1993-94 1999-2000 2004-05

Rural Male
15-19 9 13.1 15
20-24 10.3 1.7 12.9
25-29 7.7 9.2 8.8
15-29 9 11.1 12
Rural Female
15-19 8.3 12.8 12.6
20-24 8.2 12.1 14.9
25-29 6.5 7.7 10.7
15-29 7.6 10.6 12.7
Urban Male
15-19 16.2 19 18.4
20-24 17 17.1 15.8
25-29 9.3 10.3 9.5
15-29 13.7 14.7 13.7
Urban Female
15-19 18.6 18 16.4
20-24 285 259 273
25-29 15.5 13.1 18.1
15-29 21.2 19.1 215

Source: Computed from data of NSS 615t Round, 2004-05, Employment-Unemployment Survey

The recent increase in non-agricultural employmaimost about 40 million between
1999 and 2004, has been entirely in the unorgarseetbr. Thus, India’s labour market is



constituted primarily by the unorganized sectod #re small organized segment is like an
island in this vast fluid and floating mass of humia It is worth emphasizing here that
employment availability is a huge concern for sabsal segments of the workforce, and
the problem has tended to worsen in the recensy@ae Table 3 and Table 4). Also, it is
worth noting here that employment aspirations ¢ditieely younger cohorts of workers,
substantial numbers of whom have had some educatrenclearly not being addressed.
There has been much talk of the ‘demographic dhddéhat India has, because close to 42
percent of the country’s population, as per thepgagulation census of 2001, was below 18
years. However, unemployment rates in the age gofulb-19, or 20-24 years, present
guite a disturbing picture as these rates (foedffit categories) are in the range of 15 to 30
percent; clearly, such rates can easily transfolra promised ‘dividend’ into a

‘nightmare’**

As shown in Table 1 in the first section of thipes the period 1990-2005 has seen a
growth in the value of output produced by 518 pet,cprofits by 1170 percent but wages
by only 245 percent. To add to this, the persorsdagated during this period increased
only by 0.1 percent. This clearly means that thewijn has largely been achieved through
adoption of labour displacing technologies. It @so be said that such growth process in
the economy has hinged primarily on the non-comtgogroducing sectors in the
economy. While the agriculture and industry takagether have declined in terms of their
contribution in the overall GDP, the persons depahdn these sectors were not absorbed
in the ‘flourishing’ service sector. In the mosteat phase, ‘jobless growth’ has also been
accompanied by sky rocketing price rises that hesdo increased distress of the masses.

As noted earlier high economic growth rate is obslg not an end itself. A process
that stimulates growth should also make an attamptduce poverty and create more
rewarding jobs. If such a distributive aspect i$ mirinsic to the growth process itself,
macroeconomic framework of such a growth needsetaethought. Further, to focus in
employment generation, effective interventionshms government ought to be on the card.

At least from the Fifth Five Year Plan onwards, tinglian policy makers have
explicitly acknowledged the fact that the overallaroeconomic paradigm in which we are
trying to achieve growth does not automaticallyngrin decent employment generation.
But, time and again, the policy makers have faitecdchieve the desired goals as far as
employment generation is concerned. Let us take iristance, the example of the
employment programmes through the promotion of kaealle industries (SSIs). There is
no doubt that the support extended in differentsphaof our development trajectory, has
led to an expansion of the small scale industreadt@ in India, but a review of the
performance of this suggests that the average ¢mgliot per unit of SSI has declined from
9 in the year 1973-74 to just 2 in 2006-07 (seelddh Obviously, there are drastic
inadequacies in our policy making processes thatatcomes are far removed from the
desired goals. In almost all spheres of publicgylit's a matter of concern. One may even
argue that in the context of labour market policigisallenges have become even more
daunting because of the ongoing changes in econmmiesses and regimes globally.

For the huge majority of the unorganized workedecmate and decent employment is
a distant dream, as revealed by major indicatonsatibeing, generated by standard data
sources. This sector is largely devoid of any dogratection, and not surprisingly, is
characterized by poverty on a very large scalepétsthe most recent estimate, for 2004-
05, the unorganized sector accounted for 395 mili@rkers out of a total workforce of
458 million, and almost 80 percent of them werelwethe consumption level of Rs. 20 a

4 For unemployment among youths, see Table 3.



day. Work prospects and working conditions for ik of these workers tend to be quite
fragile, and appear to have witnessed little pregjrer even regressions in significant ways,
precisely during the period when a variety of abowted macro-economic indicators paint
a picture of a vibrant economy. It may not be duplace here to recall a couple of other
features relating to the vulnerable world of woskir contemporary India.

Table 4. Performance of small scale industrial sector in India

Annual Growth Growth in Value of Employment Prodggtion Productior) per
Year in Numper of Exports in Millon US$ per unit per unitin Rs Employee in Rs
Units (in %) (000) (000)
1973-74 9 814 86
1974-75 19.0 35.6 8 722 89
1975-76 10.0 9.3 8 773 93
1980-81 74 36.9 8 830 102
1985-86 8.9 5.9 7 875 123
1989-1990 18.2 457.9% 7 1043 159
1990-91 273.1* 17.6 2 125 54
1995-96 4.0 17.8 2 146 61
2000-01 4.0 221 2 182 77
2001-02 4.1 2.2 2 268 12
2002-03 4.1 19.0 2 280 116
2003-04 4.1 19.6 2 295 122
2004-05 4.0 30.3 2 314 130
2005-06 4.0 22.6 2 339 140
2006-07 (P) 4.1 2 369 151

Source: Computed from the information provided by “The Performance of SSI Sector”, RBI, Handbook of Statistics on Indian
Economy; P-Provisional Note: * Reported figures seem to be extreme outliers and ought to be disregarded.

Recent NSS data provide information on the locatibwork, and it is quite revealing
that in 2004—-05 about 40 per cent of the urbandaose to 60 per cent of the rural non-
agricultural workers, as per the UPSS classificaiiothe age group of 15-64 years, did not
have a conventional designated place (such aga@ryaoffice or any institution) of work.
For female workers, at the all India level, thisicavas much higher, at 70 per cent,
compared with 47 per cent for males. Furthermdreas reported that 6 and 8 per cent of
rural and urban workers respectively reported &ttras their location of work.

As is generally agreed, the masses in developingtdes, including in India, can
hardly afford to remain unemployed. Hence, workytheust. If paid work is not available,
some kind of self-employment has to be inventedisTlit is hardly surprising that India’s
labour market has been characterized by the presafna very substantial segment being
self-employed. However, during much of the periadces Independence, the share of
regular employment in total employment had beenlimag while that of casual
employment had been going up. Hence, on the wihindeshare of wage employment had
shown a clear, albeit slow, rising trend. The nresent data for the year 2004-05 show
that total wage employment has gone down compar#d1®99-2000, and the proportion
of self-employed has increased significantly.



Table 5. Distribution of usual status workers in different status of employment (in %)

Cgtegory of Self Employed RegSLJaI'T];rY:gge/ .Casuall Labour Other Casual Total
ersons Employees in Public Works Labourers
Rural
Male 58.1 9 0.2 32.7 100
Female 63.7 3.7 0.2 32.4 100
Person 60.2 71 0.2 32.6 100
Urban
Male 44.8 40.6 0.1 14.5 100
Female 477 35.6 0.1 16.6 100
Person 454 39.5 01 15 100
All India
Male 54.7 17.2 0.1 28 100
Female 61.4 8.3 0.2 30.2 100
Person 56.9 14.3 0.1 28.7 100

Source: Statement 3.2, Report No519, NSS 61st Round

Thus, it is hardly surprising that, as per th& Giund of the NSS, well over half of the
workforce in India do not have a direct employed avork for themselves (see Table 5).
This is true not only for rural areas, where clasé0 per cent of the workers were self-
employed, but also in the urban areas, where tbpoption of self-employed was 45 and
48 per cent respectively for males and femalesnknehe rural areas, of the total self-
employed, almost 40 per cent were in non-agricaltactivities. Only a miniscule
proportion of the self-employed are at the highea ef skills and earnings whereas the
overwhelming majority of them (quite like the wagewloyed in casual contracts) work
under extremely demanding conditions as they goeedlly engaged in low-productivity
work that generates little remuneration. Nonettel@s the absence of viable options, a
majority of them are forced to be at it on a cambims basis. The 8lround of the NSS
(pertaining to 2004-05) indicated that almost 92 @ent of males and 60 per cent of
females among the self-employed persons in ruedsareportedly worked seven days a
week. Comparable figures for urban areas were ¢t0886 and 62 per cent.

As should be evident from this brief profile of tegucture of India’s labour market,
the world of work for the overwhelming majority offorkers is quite precarious.
Furthermore, as indicated eatrlier, in spite of staned high growth rate of GDP around 5
to 6 per cent per annum since the early 1980s,wihi¢act has received a further boost in
the last 4 years, the story on most of the laboarkat outcomes during the period of
neoliberal economic reforms is quite depressing.

As regards the variables relating to the quality eshployment (i.e. rates of
remuneration, working conditions etc.), not suipgly, it is an extremely dismal account,
and the rate of growth of secure jobs (e.g. regidag-term) has been close to zero, if not
negative. Moreover, there has been a significagsqure on the growth of real wages
during this period. For instance, the average mealagricultural wage rate, according to
the NSS data, was almost stagnant between 199%e0P0#4—-05. In one of most attractive
employment options, namely, the organized manufagfisector, the average real wages
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in the triennium ending 2003—-04 were 11 per cewelothan real wages in the triennium
ending 1995-98.

Sure enough, there are upper layers of the cogntiipour market, which never had it
so good and a substantial number of such workersirarthe highly competitive and
globalised arenas of service sector, in partictilarICT (Information & Communication
Technologies). However, in numerical terms, thesmlls‘21* Century’ and ‘shining’
segments, are overwhelmed by those trapped undegiewval and pre-modern’ working
conditions (if one uses a somewhat unsatisfactorgrological metaphor). Thus, in India’s
contemporary labour market, several centuries sbéagether and much of it, in terms of
core working conditions, is reminiscent of the [RQinkian accounts of sordid and
deplorable world of workers in the early days oitiBh industrialization.

2.3. Contemporary economic slowdown and its implica tions
for India’s labour market: some preliminary finding S

We may also note here that the recent global ecanslowdown, since the middle of
2008, has seriously impacted on the labour markétsver the world, including in India.
Recently, reflecting on the severity of the currenisis, Juan Somavia, the Director-
General of the ILO, has noted thatnemployment is rising. The crisis continues tttdra
economies and individuals across the world. The bmmof working poor is increasing.
And there is a growing chorus of concern over thkamhce, fairness and sustainability of
the current model of globalizatio, As per estimates of the IL@Jobal unemployment
in 2009 could increase over 2007 by a range of dl®mto 30 million workers, and in the
worst case scenario even by more than 50 millfahgi situation continues to deteriordte

In India as per the media reports there are insgn€thousands of workers returning
back to their native places due to job losses,mast of them were employed in garment
and textile industries, diamond polishing industrignd in urban construction sector.
Reports also suggest that formal employment isdhagiecoming contractual and casual
because of economic downturn. As mentioned eaileindia, about 7 percent of total
workforce is engaged in the formal sector. We mésp awote here that even in the
organized sector, 45 percent of total workers hveocial security cover; i.e., their nature
of work is informal. In the wake of crisis, thesatagories of worker have become
vulnerable and first to lose jobs.

Studies also suggest that the informal sector werkaffer more during downturns
through various routes e.g. through the direct gbarin the international economy, job loss
in formal sector, down ward revision of domestiendad, reduction in flow of credit and
many other ways. We may also note here that im|ndorkforce in informal sectors had
remained out of the loop and gained little whenneocay grew rapidly during the recent
phase of high-growth years. This was clearly evidiemm the fact that, as reported earlier,
of total informal sector workforce, around 82 percéell below the per capita daily
consumption expenditure of Rs. 20 as per tlérédnd of the NSSO.

15 for details, see Ghosh and Chandrasekhar, 2007

16 Crisis: ILO chief vows to ensure social justicegitable at http://www.rediff.com/money/2008/nov/ tSisis-
crisis-ilo-chief-vows-to-ensure-social-justice.htm

" for details, see Global Employment Trends Repbf, 2009
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A recent study, conducted by the Labour Ministngv&nment of India, using a
sample that covered eight sectors (Mining, TexXgildextile Garments, Metals & Metal
Products, Automobile, Gems & Jewellery, Construttidransport and the IT/BPO
industry) has attempted to arrive at an estimat@lofloss in the organized sector. The
sample covered 2581 units, those who were emplayioge than 10 workers, covering 20
centres spread over 11 States and Union Territd@asof 2581 units which were covered
in the sample study, 1168 were from the Textile &@ents industry, 752 from Metals &
Metal Products, 242 from Information Technology &dihess Process Outsourcing, 132
from Automobiles, 104 from Gems & Jewellery, 108nfr Transportation, 19 from Mining,
and 61 from Construction units.

The above noted study suggests that at least halfllmn jobs were lost in the
organized sector during the quarter October-Decen2®®8 alone. It reports that workers
in the gems and jewellery sector suffered the randtthe units in this sector trimmed their
workforce by 8.43 per cent during the survey peridob losses in the automobile and
transport sectors stood at 4.79 per cent and 4e03ent of the workforce respectively.
Metal and textile companies fired 2.6 per cent ar&® per cent of employees from their
rolls, respectively. Overall, contract workers taakbigger hit compared to those on the
regular payroll; 3.88 per cent of the contract veoskwere retrenched during the said
guarter, while permanent employees’ numerical gttewas cut by 0.63 per cent. The total
employment in all the aforesaid sectors was estichab have come down from 16.2
million in September 2008 to 15.7 million by Decaani2008. Furthermore, all the eight
sectors had experienced an average of 3.45 perdeeiihe in earnings during October-
December 2008. The study also reports that oveapkcity utilisation had reduced by 1.32
per cent per month during the said period, andhigkest decline was in the automobile
sector, witnessing a monthly decline of 7.05 pert.c€he survey found that small traders
and exporters dependent on export market have jpaicularly hard hit. They are now
reeling under the impact of decelerating market ategnand grappling with higher input
costs, due to the sharp depreciation of the rugnaek Jack of export credit. The survey also
suggests that the jobs losses in the export-odentiustries are typically of a higher order
compared to the non-export oriented industriesomarison of employment in export and
non-export units indicates that employment decliaedn average monthly rate of 1.13 per
cent in the former, compared to 0.81 per centénldfter during the survey period.

We may also note that substantial section of womerkers engaged in the labour-
intensive export linked industries have been sdyeffected during this crisis. They are
being asked to accept retrenchment, layoffs, autgaly, changes in their job conditions
from regular to casual or contractual employmetts &s per 61 round of the NSSO, of
the 18 million urban women workers, 6 million wesmployed in leather, garments or
textiles industries, i.e. precisely the industtiest face a serious crisis. Only in Tirupur, a
major garment-exporting town in Tamil Nadu, as géferent estimates, 40,000 to 100,
000 workers (most of them women) had lost theisjbly December 2008. We may also
emphasize here that the unofficial estimates of jobses, arrived at by industry
associations, export organizations, trade uniodsofimers, are substantially higher than the
official ones (for details, see the special isstiesd, ‘Vanishing Jobs’ of the Frontline,
March 13, 2009), and the situation is worseningher. For instance, as per the estimates
suggested by the trade unions, in the organizadrsalone, two million workers may have
been retrenched in the last quarter of 2008. Toitput the larger perspective, it may be
noted that such a magnitude of job loss is more tha total employment in ICT sector in
the country (as per 8found of the NSSO).

To conclude this section; as should be evident ftumbrief sketch, problems such as
informality, working poverty, inadequate expans@rdecent opportunities commensurate
with the country’s growing labour force (in partiau for the younger age groups) are
among the major challenges characterizing Indial®ur market. For the overwhelming
majority of workers, decent livelihood options drard to come by and their work and
living conditions are utterly deplorable. The @t global economic downturn since 2008
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have only worsened the labour market scenariottanglear 2009 seems likely to unfold an
intensification of the downturn (unless of coursaon countervailing policies are put into
motion). However, the point worth emphasizing hisrthat even prior to the recent global
meltdown, for the overwhelming majority of IndiaAgrkers; the world of work was nasty
and fragile. Causal connections for such a grinityeare, of course, complex. Along with
the economic structural issues — in particulargasdo assets and entitlements — there are
longstanding and stubborn social correlates suaxasision and discrimination based on
caste, community, tribe and gender. Achievementghef governments in India with
reference to addressing these issues have, atlsest, modest. Apart from these socio-
economic structural issues, there have been glaotigy failures, and in the context of the
present paper the critical component in the broadric of labour market policies worth
highlighting here is: negligible attention to skitluilding, training and, in general,
investments in human capital of the current (artémcal) workforce. It would hardly be an
overstatement to say that India has one of the wnliegtal skill profiles of workers, and
Tables 6 and 7 bring these out quite sharply. Wk refurn to this issue in some detalil
later; but before that it is worth noting that offil policy circles are obsessed with a
discourse which ideally ought to be consideredraiasue in the Indian case.

2.4 Contemporary official discourse on labour marke t
reforms: A case of misplaced emphasis?

In the dominant discourses on contemporary econguiicy, in India and elsewhere,
labour market reforms have acquired a centralityy Etbour market flexibility is being
prescribed as the key to enhance productivity, éonfiore competitive, to accelerate
employment generation and also to step up the teshpeonomic growtlf. Taking a cue
from Freeman, we may categorize this group of contaters as ‘distortionists. Labour
market flexibility, according to this group, is tkey to improve a whole range of economic
outcomes, including labour productivity. They ardliat labour market rigidity hinders the
over all growth of the economy, as well as thagmmiployment, thus harming the interest of
labour also, and advocate deregulation of labouketahrough various routés

However, there are many economists who questiothé@retical and empirical basis
of the wisdom that castigates protective labour ketainterventions as hindrance to
development; on the contrary, they take the pasiti@at such interventions may have a
variety of positive effects. This group may be called ‘institutionalists’.stitutionalists, as
opposed to distortionists, argue that labour mamegfulation has several important
economic outcomes; in particular, it fulfils impant redistributive roles in a market
economy and provides necessary safeguards to $bhaland vulnerable workers. This may
also have a crucial impact on the growth prospetthe economy through the Keynesian
route.

18 Blanchard and Wolfers, 2000; Besley and Burgess, ;2B0rki and Perry, 1997; Forteza and Rama, 2002;
Heckman et al 2004; Salvances, 1997 among others

19 The categorization of ‘Distortionist’ vs ‘Instifonalist’ (Freeman, 1993) is a helpful shorthandtfeo broad
and contending perspectives.

20 For more details, about both the distortionist erstitutionalist perspectives, see Jha & Gold€0{.

21 Baker et al 2003, 2004, 2006; Freeman, 1993; Howell6; Sengenberger and Campbell, 1994; Standing
and Tokman, 1991; Wilkinson, 1992; among others
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Furthermore, provisions of labour standards mawteralesirable pressures on the
employers to focus on the enhancement of the lapmductivity of their employees by
adopting better training packages and technicallyovative methods. The necessary
enhancement in human capital may, in effect, redime moral hazard problefis
Institutionalists also argue that in an unregulatedket economy, due to the presence of
huge asymmetries between economic power of workerd employers, undesirable
outcomes such as under payments, over time wohealthy working conditions etc. are
pervasive. Labour market protection tends to p@Widsic securities to the workers and in
turn, forces the employers to move away from cadtirlgy means of efficiency to
productivity enhancement efficierf@y In short, appropriate interventions in the labour
market may take an economy from a ‘low road’ tdigh road’ of development. Finally,
there is a large empirical literature which shoke the economic performance, in terms of
growth and employment, of a country has, at besgkwinkages with the degree of labour
market flexibility; rather, it hinges critically om range of variables like aggregate demand,
investments in social and physical infrastructungl,ano less important, the quality of
labour. We have surveyed the relevant literatureoime detail elsewhéfeand our claim
is that the ‘distortionists’ stand on a most slifypground.

In spite of little theoretical and empirical suppdhe issue of labour market reforms
has been very much at the centre-stage of offmility discourse in India in the recent
years. The view, that there are marked rigiditrethe labour market due to a high degree
of protection to the organised labour has gainedsiderable ground, and the official
thinking has endorsed such a view explicily.

Close to 93 percent of the country’s workforce bgl to the unorganized sector
which hardly gets any protection from the existlagour laws. Even in the case of the
small organized sector, which does have a rangeadéctive regulations, implementation
of labour laws has been far from adequate, andthss further worsened in the recent
years. Also, during the last couple of decadeseguowents at the centre as well as in most
States have become active accomplices in pushiotlpy @vertly and covertly, for the
dilution of whatever laws exist. Thus, the presumegdity of labour market in India is
more a myth than a reality, as has been well-dstaal by a number of careful studfesn
other words, the vocal and almost obsessive adydoadlexibilisation of labour market
that one frequently encounters in official discesrss simply barking up the wrong tree as,
for all practical purposes, there is not much éxibilise’’.

22 See Summers, 1998
3 See ADB, 2005, pp. 27
% see Jha & Golder, 2007

% “various studies indicate that Indian Labour Laave highly protective of labour, and labour marlats
relatively inflexible, these laws apply only to tbeganised sector. Consequently, these laws hatdcted
labour mobility, have led to capital-intensive nwdhk in the organized sector and adversely affa¢tiedector’s
long-run demand for labour. Labour being a suljjethe concurrent list, State-level labour regalas are also
an important determinant of industrial performangeidence suggests that States, which have enaubee
pro-worker regulations, have lost out on industgmbduction in general” (Economic Survey 2005-06,
Government of India, p. 209).

%fora survey of such arguments, see Jha & GoRf¥l7, and several studies cited there

27 This is not to say that the extant labour lawsndbneed revision. However, we need not get ini® ifsue
here.

14



The strident advocacy for flexibilisation is misptal for another reason: by making a
mountain of a mole-hill, it has tended to margim@alen whole range of core issues that
ought to be taken seriously. Given the focal camadr this paper, as has already been
hinted earlier, inadequacy of educational, skild amaining infrastructure ought to be
considered a major drawback of India’s labour magdicy. In other words, among the
most critical workforce issues that the countryfoomis is that of inadequate attention to
issues relating to human capital. It would hardéy @ exaggeration to say that, in this
respect, India’s profile is quite dismal, as shohl evident from tables 6, 7, 8 and 9.
Going by the most rudimentary indicators, it magmequite shocking that half of the
country’s workforce is still illiterate, and lessan 3 percent have not had any technical
education (see Table 7). Sectors such as agrieultnining and quarrying, construction,
manufacturing and a whole range of services arelsddwith very large segments of
illiterate workers. Further, according to the répof the Task Force on Employment
Opportunities set up by the Planning CommissionyeBament of India, barely 10 and 20
percent of males, and 6 to 11 percent of fematesuial and urban areas respectively,
possessed any marketable sKil(see Table 6).

Table 6. Percentage distribution of persons by possession of marketable skill, 1993-94

Rural Urban
Possessing
Male Female Male Female
Marketable skill 10.1 6.3 19.6 11.2
Sample Persons (183,464) (172,835) (109,067) (99,283)

Source: Report of the Task Force on Employment Opportunities (2001) set up by the Planning Commission.

The skillbase of India’s work force, in terms ofuedtion level and vocational
training, is pretty abysmal and there is a serimismatch as regards the existing skill
levels of the workers vis-a-vis the requirementkeéy growth sectors. Also, as one may
expect, the profile of skills among workers varesisiderably across regions and different
sectors of the economy. However, it is distresgsmgiote that basic educational levels
across economic activities are alarmingly low ($able 7), and in sectors such as mining
and quarrying, agriculture and construction, mdrant50 per cent of the workers are
illiterate®®. As far as employability of trained workers isncerned, a major chunk of
activities in India still manage without any mamete skill. Only around 12.2 percent of all
workers engaged in different kinds of industriatiaties have education beyond high
school standard and 2.8 percent workers have secheital skill.

28 Obviously the definition of the marketable skila tricky one. In the Indian context, typicallynamanual
skills are treated as marketable skill. For instggnthe NSSO survey on Employment and Unemployment
(1993-94) collected information on the possessiom30 specific marketable skills by persons in thieolr
force. These skills includes- typist/stenograpHahermen, miner, quarryman, spinner including khar
operator, weaver, tailor cutter shoemaker, cobluiamenter, mason, bricklayer, moulder, machine fiiter

die maker, welder, blacksmith, goldsmith, silvertsmelectrician, repairer of electronic goods, matehicle
driver, tractor driver, boatman, potter, nurse nifdwbasket maker, wicker product maker, toy makeick
maker, tile maker, bidi maker, bookbinder, barbaud house builder & thatcher and others.

2 Draft report of NCEUS, 2007-08.
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Table 7. Percentage of workers across major industrial categories as per educational attainment, 2004-2005

% of

Industrial Category Illiterate Elementary Secondary :bsoia Total w_?::;r:k\glth
Education

Agriculture 63.0 26.6 59 44 100.0 0.5
Mining & Quarrying 54.6 26.2 6.7 12.5 100.0 55
Manufacturing 37.7 38.2 10.9 13.3 100.0 43
Electricity, Gas, Etc 12.3 27.5 221 38.1 100.0 17.5
Construction 50.7 36.8 6.6 59 100.0 2.0
Trade, Etc 27.0 35.6 16.4 21.0 100.0 3.1
Hotels & Restaurants 40.2 39.7 10.1 10.1 100.0 1.8
Transport Storage, Etc 30.0 37.2 14.9 17.9 100.0 44
Finance, Business Service 1.6 13.0 12.0 734 100.0 12.8
Real Estate 9.0 17.4 11.9 61.7 100.0 234
Public Administration, Etc 11.3 20.5 17.1 511 100.0 9.7
Education 4.1 8.3 1.5 76.1 100.0 17.7
Health & Social Work 10.8 16.7 15.7 56.8 100.0 35.1
Other Services, Etc 449 32.8 10.2 12.0 100.0 2.6
Private Households 65.0 27.9 4.6 25 100.0 0.2
Total 49.8 29.3 8.6 12.2 100.0 28

Source: NCEUS Report, Gol, 2008

A recent draft report of the NCEUS based on a suofe sample of the unemployed,
found that only around 16 percent of male and 18que of female in rural areas possess
marketable skills. The respective figures for theam areas are 16 percent and 32 peftent
(see Table 8). These figures tell us that eventlier so called skilled segment the
inadequacy of skills may be an important contribpt@ctor towards unemployment, and
that there may well be strong biases against erapitity of women in a whole range of
activities.

Table 8. Percentage distribution of unemployed by possession of marketable skill, 1999-2000

Rural Urban
Possessing
Male Female Male Female
Marketable Skill 16.4 18.8 16.2 31.9
Sample Persons (3,903,954) (1,182,709) (3,170,516) (994,783)

Source: NSS 55t Round, 1999-2000, Employment-Unemployment Survey, as quoted by the Report on Skill (Draft) by NCEUS 2008

30 NSS 54" Round, 1999-2000, Employment-Unemployment Surveyquoted by the Report on Skill (Draft)
by NCEUS 2008, Chapter 2.
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The proportion of vocationally trained among theityoin the labour force in India is
among the lowest in the world (see Table 9). A mécestimate shows that in many
developing economies like Botswana, Colombia, Maugiand Mexico, the proportion of
vocationally trained in the labour force is betweé2n per cent and 36 per cent compared
to only around 5 per centin India. Similarly,exent World Bank study reports that among
some Asian countries, the incidence of formal tragjrby business establishments (i.e., per
cent of manufacturing sector firms providing formal service training) is among the
lowest in India. While only around 14.4 percentliodian industrial manufacturing units
provide in-service training for their workers, tiigures for China is around 92 percent (See
Graph-1).

Table 9. Proportion of vocationally trained youth in labour force in the specified age group: international

comparison
Specified Vocationally Trained percent of those
Country/Region Age in
Group Labour Force

India 20-24 5.06
Developing countries

Botswana 20-24 2242
Colombia (1998) 20-29 28.06
Mauritius (1995) 20-24 36.08
Mexico (1998) 20-24 27.58
Developed Countries

Australia (1998) 20-24 64.11
Canada (1998) 20-24 78.11
France (1997) 20-24 68.57
Germany (1998) 20-24 75.33
Israel (1998) 18-24 81.23
Italy (1997) 20-24 43.88
Japan (1997) 15-24 80.39
Korea Republic (1998) 20-24 95.86
New Zealand (1997) 20-24 63.03
Russian Federation (1998) 20-24 86.89
Singapore (1998) 20-24 66.24
United Kingdom (1998) 20-24 68.46

Source: Planning Commission, Report of the Task Force on Employment Opportunities, July 2001.

It may be noted that for India, the estimates are based on (NSSO Report No.409 on Results of 50th round (1993-94)
survey on Employment and Unemployment; Table 20) distribution of persons by technical education in India adjusted
by labour force participation rate by sex. The corresponding percentages by sex and residence are rural female 1.7,
rural male 2.3, urban male 9.4, and urban female 17.0.

Only those who have received formal vocational training are shown as trained in this table. To the extent that training
and skills in India are acquired through informal methods, including training in the family, the Indian figures may be
understated
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Figure 1. Incidence of formal training by country (% of manufacturing sector firms providing formal in-
service training)

China | 92.4

Chile |e74

Brazil | 59.1

Russia |57.9

SouthKorea |42.3

Thailand |41.4

Germany |40.7

Malaysia | 3741

SriLanka |25.0

India #1&9

0.0 10.0 20.0 30.0 40.0 50.0 60.0 70.0 80.0 90.0 100.0

Source: Based on Tan, Savchenko, Gimpelson, Kapelyushikov and Lukyanova, “Skill Shortages and Training in Russian
Enterprises”, World Bank (2007)

In India, most of the skilled informal sector workebuild their skills through
hereditary channels and other traditional arrangesnd he carpenters, jewellers, barbers,
tailors and many repairing works etc in the infofreactor may be covered under this
category. On the job training through informal ahels is, to a large extent, related to the
prevalence of child labour in India, although stabour is obviously a subset of the ‘on
the job’ trainees. Vocational education linked &velopment programmes are like training
of anganwadi worketSor para teachers who go through skill up-gradapimgrammes run
by the government agencies. ‘Education related twlkiMs a category that comprises of
professionally educated workers like doctors, MBAayyers etc., where the course
curriculum is linked to creation of specific skill¥ocational training in specialized
institutions like Industrial Training InstitutesT(k), Industrial Training Centres (ITCs),
Advanced Training Institutes (ATIs) and polytecho@dleges etc also provide some skill to
the labour force. Formal apprenticeship is provittedsemi skilled and educated workers
to provide them marketable skills on specific tadéong a predefined module. In India,
the most prominent formal apprenticeship is proditdg National Council for Vocational

81 ‘Anganwadi’ means ‘courtyard shelter. Anganwaslia government sponsored child care and mother care
centre in India through a programme called Integtathild Development Scheme (ICDS)
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Training (NCVT) that provides training in 231 difémt market trades as ori' March
2008>,

Of course, these are extremely distressing numPens.of the problem lies with the
country’s general education system itself. Foransg, apart from close to 20 percent of the
children in school going age-group remaining owsite school system, the drop-out rates
are abnormally high: as per government’s large datiems, barely 10 percent of the
school-going children end up finally twelve yeafgsthool) education. Furthermore, apart
from the huge gaps in the general education syspeficies and provisioning relating to
skill-building and training of the workforce ard, lzest piece-meal, niggardly aad hoc
these are huge constraints on potential outcomeiseircountry’s labour market, and are
obvioggjsly responsible, in substantial measure fdreenely low labour productivity in
India™.

Barring employment generation, the record of labmarket policies in the Indian
case is truly dismal. In particular, with referenoeskills and education pertaining to labour
market, the story has been a bleak one and thissshp in pervasive weaknesses in human
capital at all levels, as discussed in the foregoirSure enough, taking into account
initiatives at all levels of the government, on thee of it, one might be tempted to take the
view that public policy in the country is seizedtbé matters relating to issues of education
and skills of the workforce, as there are a handfyrogrammes in existence. However, a
closer examination shows that by and large, suogrammes do not go beyond tokenism
in terms of their reach, scale and impact. Evenbthiter regarded programmes, such as
vocational training under Industrial training Instions and Centres (ITIS/ITCs) have
performed well below p&t Apart from massive scarcity of appropriate aveniier
acquiring formal training, there are serious profddn designing the content of whatever
programmes that exist. By and large, workers aegskills through on-the-job training,
and there is no attempt even to assess and cetifgugh formal mechanisms, the
knowledge and abilities acquired by the workers.

In the subsequent section, which provides an oservof active labour market

policies in India, we look at some other criticapacts relating to human capital and argue
that the policy makers have to wake up to theserigees sooner than later.

%2 < http://dget.nic.in/mes/annex4.htm

3 Such constraints are acknowledged repeatedly énTdsk Force Report of NCEUS, GOI. The official
documents for the 1"LFive Year Plan (for the period 2007-12) also raties this issue and the Union
Government has proposed a substantial expendifuRs 810000 million on skill development over tHarp
period as part of a National Skill Development Noss

Also, in the latest budget (2008-09), the Finandeisfer proposed to establish a non-profit corporatind
entrust the mission to that corporation. He alspressed the intention to garner about Rs.150000omids
capital from Governments, the public and privatet@e and bilateral and multilateral sources; and p
Rs.10000 million as Government's equity in the psgglonon-profit corporation.

34 As Anant et al put it: “The quality of vocationahining is extremely uneven and inadequate. Mangm@ms
have limited resources and the content of practieahing is generally below desired levels. Thericulum
does not respond to technological changes anakimtin the entrepreneurial aspects necessargxjpanding
self-employment opportunities. There is generallgwa interface between industry and the vocatidraihing
structure, leading to persistent mismatch betweegrging demand and available supply” (P. 278).
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3. An overview of the existing active labour
market policies (ALMPS)

It may not be off the mark to suggest that therelldidve a broad agreement (among
researchers and policy makers) that labour marékties (LMPs) ought to improve the
overall labour outcomes while addressing critisaues relating to efficiency, productivity,
employability etc., along with the ones concernéth wthe rights of workers. Even though
it may be difficult to have neat boundaries to defLMPs, it is helpful to think of this as
being centrally connected with income replacementfhancement of workers’ capacity
to protect themselves against loss of income),atialuin workers’ exposure to job-related
risks, and speedy as well as effective labour mankegration for those seeking work (i.e.
usually the unemployed), the disguised or undereyea, and the already employed
looking to improve their prospects.

One useful way of categorizing such policies ipubthem into two broad categories:
protectiveandpromotiond. The first category consists of measures desigmeeduce and
cushion risks connected with work-related accidetisability, ill-health, old age as well as
unemployment, and facilitate the provisioning oplaeement income during periods of
joblessness/jobsearch; the latter category censi$tprogrammes and policies that
primarily aim at putting people to work either thgh improvements in their employability
(e.g. through skill upgradation programmes, bd#tieour market information systems etc.),
or through a variety of employment generation paiognes.

However, the commonly used classification of LMP®re or less comparable to the
above noted one, igassive and activerhus the former encompasses a whole range of
policies and programmes characterized as ‘proectiad the latter consists of measures
included in ‘promotional’, in the foregoing. Thuxhemes towards unemployment
assistance or insurance, provision of pensionditesated benefits and a host of social
transfers, and legally mandated protection of wuagktonditions are typical ‘passive’
labour market policies, whereas job creations m fibrm of public work programmes,
subsidies or support for employment generatiomegprivate sector, labour market training
etc. are typical ‘active’ measures. Thus, it may e off the mark to suggest that one may
use protective or passive, as well as promotionalctive, interchangeably. However, it is
worth emphasizing that a watertight division betweetive and passive policies, in terms
of their respective roles vis-a-vis labour marketcomes is somewhat problematic.

As regards the ALMPs, there is a substantial liteg®® exploring their contributions
and efficacy towards improving labour market outesmsuch as decent employment
creation, equity, poverty alleviation €f¢chowever, the evaluation of the net impact of such

35 For a brief and helpful statement on definitiortl dnnctions of LMPs and ALMPs, see Auer et al (2005
According to Calmfors (1994) the active labour margelicies comprise an array of measures; ‘jab
broking with the purpose of making the matchingogess between vacancies and job seekers more efficie
labour market training in order to upgrade and ada skills of job applicants and direct job creaf which
may take the form of either public-sector employmen subsidization of private-sector work”. Auer at
suggest that active labour market policy mainlyoiporates those programmes and policies that haaé d
impact on the workforce. Firstly, it enhances weoskeapacity to protect themselves against los;icdme
and secondly, it reduces workers’ exposure to @ated risks (Auer et al, 2005). However, as isegaity
acknowledged (e.g. Auer et al) ALMPs are closeikéid to passive labour market policies like unermypient
benefits, old age benefits, labour laws and regnatetc. In a similar way, Marcello Estevéo, (2083ggests
that ALMPs primarily comprise training, targetedbsigies for job creation, public employment sersiead
other expenditures aimed at promoting employment

36 e.g. for recent examples of such enquiries, semiGes, 1994; Betcherman et al, 2000; Auer et al,5200
Kluve, 2006; among others
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policies on the above noted objectives confrontssgntial problenis. Nonetheless, it
would be a fair assessment that ALMPs make sigmificontributions, both in developed
and developing countries (although in very diffénaays).

It may be useful here to provide a brief statembagsed on a review of the relevant
literature, of the major contributions of the ALMRtudies show that the central purpose
of ALMPs, is to integrate people in labour marketough improving their employability
and guaranteeing a minimum level of income, is gaheachieved, in varying measure,
almost in every country where such policies havenbpractised. Besides, the existing
research shows that the ALMPs are important in nwhgr respects, especially in changed
economic circumstances where the labourers aredraly exposed to new and relatively
intense competition, and in contexts where theylsiag replaced at a relatively rapid
pace, by the labour-saving technologies. The ALMRy a stabilization role in the sense
of governments directly providing temporary jobsotigh public works or by shifting
labour supply or demand curves outward by offetiiagning or wage subsidies. ALMPs
can also increase employment by reducing both upweage pressures and labour
bottleneck®. Training, mobility incentives, and other employmhservices pertaining to
ALMPs help to reduce structural imbalances by impr@ quality and productivity of the
workers and bridging the gap between workers anplarars. By decreasing the number
of vacancies at a given level of unemployment, gested by Auer et al, it is better to
finance employment rather than unemployment andemalery good economic sense to
promote measures linked to work and training tddoup quality and prospective labour
force®. In case of developing countries, it is worth eagiting that the major component
of the ALMPs, namely, the employment generatinggpromes, are often the only means
of ensuring a degree of support and income subsistia the case of widespread disguised
as well as open unemployment.

In the available discourses, it is also, howevegued by many that although ALMPs
have raised employment in many counffie& has done so by reducing real wage levels
(which, in any case, in the normal course as well rget aggravated by technological
growth). It is also argued that a part of this wagederation may be linked to a
composition effett because policies are generally targeted to lova-padividuals. At the
current juncture and with reference to the Indiapegience, such a case can be illustrated
with the example of recruitment of ‘para teachénsbugh a short term training programme
and hiring them to fill existing vacancies. This ynacrease the employment rate of
teachers in the short run (if the period of exiptimcancy is considered) but it may not
translate in an overall significant improvement hwitespect to income. As it clearly
emerges from India’s experience (through para traptogramme), it has led to a decline
in the average emolument of the teachers as suchiteeare hired at a much lower wage
compared with the regular cadre of teachers. Snebdital evidences may seem simplistic

37 for a detailed discussions of these difficultigse Calmfors, 1994; Auer et al 2005

3 Betcherman, 1999

%9 Building up of quality-labour force may not guamttheir entry to the labour market in some cases a
demand inflationary macro economic policies maydspiired to absorb such quality labour force. Ashaee
already hinted earlier, the effectiveness of ackamur policy depends, in large measure, on thea@mitant

macro economic policy being followed by the counitrguestion (Auer, Efendioglu & Leschke, 2005).

40 Marcello Estevao, (2003) “Do Active Labor Marketlieies Increase Employment?“,IMF Working Paper ,
WP/03/234, International Monetary Fund, p.3

“ Ibid
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but many studié$ have suggested similar trends. Notwithstanding fée that such
evidences provide critical insights into the isstieMPs undoubtedly have a positive role
in (a) providing marketable skills, (b) providingnployment and (c) ensuring minimum
subsistence livelihoods for the labour in a coutikg India. The working group on skill
development and training set up for the preparadithe Eleventh Plan also highlighted
the need for skill development and training as tbee policy component to improve
employability of the unemployed masses.

An effective paradigm of ALMPs has to be supportbgd an appropriate
macroeconomic regime and a package of PLMPs (sagh&?). The three core elements of
ALMPs, e.g., (a) direct intervention in employmemneration, (b) Skill Building and, (c)
Employment Services may work well in tandem wititagole PLM interventions. In India,
all these three elements do exist but their meilistence in the overall labour policy
paradigm is not sufficient. The necessary linksveen different aspects of such elements
should also exist. As discussed in earlier sectitimsre is no dearth of good sounding
labour policies and programmes in India. Every ggam government, whether at the
national level or at the state level, often brilmgeew programmes and the old programmes
are sidelined or scrapped or merged with them,nsgily for the sake of making them
more ‘comprehensive’, ‘effective’ and more ‘adaptivo the changing needs. In the
following, a brief assessment of the above noteektlcore elements of ALMPs in India, at
the current juncture, is provided.

3.1 Employment generation programmes

India’s record in financing direct employment geatem activities has been modest,
although the country has a fairly long history imist respect. Since Independence,
particularly since the early 1970s, wage employnpeagrammes have been an important
feature of public policy in the country. In fadtmnay not be off the mark to suggest that in
the entire gamut of what can be considered as ALMRRe Indian case, it is essentially
such programmes, aimed at the most vulnerable sagnué workers, which typically
combined the objectives of creating community agsdtastructure and jobs for the
unemployed and underemployed, about which publitcypchas shown a degree of
seriousness. By late 1960s/early’70s, it was eitipliacknowledged by the policy and
political establishment that the process of growitnessed by the Indian economy had
been unable to make any appreciable impact on #teneely serious problem of
unemployment and underemployment. Hence, from ardhis time, a series of directly
targeted programmes were initiated; almost allrttagor programmes have been initiated
by the Central government, (the well-known Emplopim@&uarantee Scheme launched by
the government of Maharashtra in May 1972 being»aeption), and our brief remarks are
confined to these only. Initially, almost all thge®grammes were designed for rural areas
but beginning mid-1980s some initiatives for urlaa@as also came into being.

The employment generation programmes since thén $bn period (i.e.1980-1985)
can be classified into two broad parts: (a) direatployment generation programmes
(especially the wage employment programmes) andp(binotional measures for self
employment. The Seventh Plan onwards, the govertsngave considerable attention to
creation of conditions for additional self employrhapart from major wage employment
programmes as a part of a larger package for poa#eviation.

2 See for example O. Ashenfelter and D. Card (ed9q),9Nickell and Layard (1999), Jackman, Layard and
Nickell (1996),Bellmann and Jackman (1996), Scasp€t©96), and Elmeskov, Martin and Scarpetta (1998)
etc.
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Wage employment cum infrastructure programmes

The major schemes currently running in the coufdrycreation of wage employment
are National Rural Employment Guarantee ProgramiiREGP) in the rural areas and
Swarna Jayanti Shahari Rozgar Yojana (SJS$RN)}he urban areas.

The NREGP came into being through an Act of thdidaent in December 2005
that eventually subsumed all existing rural wagelegment programmes like Food for
Work Programme (FWP) and Sampoorna Grameen Rozg@nd (SGRY) under its
purview. The enactment of National Rural Employment Guaeret (2005), which
guarantees 100 days of employment to all rural éoeisls on demand (or compensation in
lieu of it) may be considered as one of the mosgjrassive livelihood guarantee legislation
in independent India. Given that most of the ruinalia is deficient with respect to basic
infrastructure such as decent educational ingfitsti hospitals, roads, electricity, etc.
(which have to be provided by the governments Herdint levels), overall investment
tends to remain depressed and have low returna. result, millions among rural masses
are trapped in conditions of unemployment, undeteympent and low levels of living with
littte hope for improvement in their conditions. Bet out of thislow level equilibrium
trap, a trulybig pushis needed and the NREGP is often seen as an atterppovide such
a ‘big push’ in India’s regions of distré&sThis demand-driven scheme has its focus on
works relating to water conservation, drought piregf (including afforestation/tree
plantation), land development, flood-control/prdéi@e (including drainage in waterlogged
areas) and rural connectivity in terms of all-weattoads.

Although the scheme is visualized as the flagshgg@amme that guarantees wage
employment to the rural masses, it is worth empiivagithat there are a whole range of
infrastructural bottlenecks which create difficedtiin the utilization of resources earmarked
for the programme. The institutional structures tfeg implementation of the programme
are inadequate in various respects and consequbstlgrogramme has remained beyond
the reach of a substantial segment of the potebgaeficiaries. However, it is also
important to note that the government has not aygul seriousness of purpose thus far in
terms of the financial allocations for the programms may be seen from Table 10, over
the last three years, there has been a declinbeimpér district central allocations for
NREGP. Furthermore, the fund utilization rate unBN®EGP has also gone down from
around 73.1 percent in 2006-07 to around 63.4 périce 2007-08 this probably is a
rough indicator of institutional infirmity and lackf commitment of governments at
different level§®. On the physical side, a total of 62 million helslds (approximately)
have been issued job cards under NREGP, out of hwlapproximately 28.3 million
households had demanded employment during 200T#D89 February 2008). The total

43 The Swarna Jayanti Shahari Rojgar Yojana (SJSR¥)usified Centrally Sponsored Scheme launched in
December 1997, in lieu of the erstwhile Urban Ptyédleviation Programmes viz., Nehru Rojgar Yojana
(NRY), Prime Minister's Integrated Urban Poverty dication Programme (PMIUPEP) and Urban Basic
Services for the Poor (UBSP). The provisioning aforeces for this scheme between the central and sta
governments is on a 75:25 basis. The basic obgxtif the programme are to provide gainful emplayne
urban poor, unemployed and underemployed; settmgalf Employment ventures and provision of wage-
employment; community empowerment through creatifossuitable community structures on UBSP pattern and
capability building, Women's Group for small entiesps, Women's Thrift-cum-Credit Societies.

44 shah, 2007

45 As per the information in the “Response to Uniomi@et 2008-09: Reaffirming Rhetoric”, Centre for Budget
and Governance Accountability, (CBGA) New Delhi

46 seewww.downtoearth.org.ifNovember 14, 2007.
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number of households, who were provided at ledstvadays of employment (any where
between 1-100 days) until 29 February, 2008 stdodbaut 28.1 million. However, the
number of households that got full quota of theiitement, i.e. 100 days of employment,
was only 1.38 million.

Table 10. Allocations and utilization of funds under NREGP

Number of Per District Central Per District Availability of Funds Fund Utilisation Rate
Year Districts under Allocation in Rs. under NREGP (Centre + States) # (in %) #
NREGP Millions Rs. Million °
2006-07 RE 200 565 604 70.1
2007-08 RE 330 364 516 63.4
2008-09 BE 596 268

Note: 1 Fund utilization rate is the proportion of expenditure to allocations. # Data for 2007-08 is only till 29 February 2008 as reported in the
NREGA website. Total availability include left over funds from previous year, release of funds last year but received in current/accounting
year, funds released in current/accounting year and miscellaneous receipts

Source: Calculated from Ministry of Finance, Expenditure Budget Vol-Il, Various years, NREGA website (http://www.nrgea.nic.in), as on 29
February 2008

In spite of the above noted inadequacies in thdeémentation of NREGP, there are
reasons to celebrate this significant policy it for wage employment provisioning.
The growing participation of most marginalized get$ of the population like the SCs,
STs and Women, may well be a clear indication @& timprovement in the overall
socioeconomic wellbeing. Out of the total 1008.7llioni workdays of employment
generated during 2007-08, SCs (27 percent) and (3Tsercent) together account for
around 58 percent, and the share of women stod@ aercent of the total workdays of
employment generated. It is worth emphasizing lleat in Rajasthan, where workforce
participation rate for rural women was only 25 mertcas per the 61round of NSSO;
women accounted for 70 percent of the total pedays of employment generated under
NREGP during 2007-08.

Coming to the major initiative for urban areas, eBNSISRY, in December 1997, the
Urban Self-Employment Programme (USEP) and the trb&age Employment
Programme (UWEP), which are the two core componehtie SISRY, (i.e., the Urban
Employment Generation Programme) substituted faoua programmes for urban poverty
alleviation.

The wage employment component (UWEP) seeks to geogmployment to urban
beneficiaries living below the poverty line by eyhg them for construction of socially
and economically useful public assets. The madtur ratio for construction works
under the programme is 60:40, with prevailing mmmwage as notified from time to
time. Under UWEP of SJSRY, 65.5 million workdaysi feeen created till March 20071t
is noteworthy that the fund utilization under tlohesme is as high as 85 percent on average
since its inception in 1997 (See Table 11). Howgewpven the problem of rampant
unemployment and underemployment in urban areagribgramme’s reach has been only
modest. There have been frequent demands duringgheouple of years to put in place an
Act akin to NREGA for urban areas as well.

47 Website of the  Ministy of Housing and Urban  Pdayer Alleviation
<http://mhupa.gov.in/programs/upa/nsdp/sjsry/sjgrgimtm#fin >
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Table 11. Fund utilization under SJSRY till March 2007 (in Rs. Million)

Iltems Central State Total
Opening Balance (As On 1-12-97) 2520.97 3100.42 5621.39
Total Fund Released (1997-2007) 10565.86 3976.54 14542.40
Total Fund Available 13086.83 7076.96 20163.79
Total Expenditure Reported 11194.68 6060.76 17255.44
Unspent Fund 1892.16 1016.19 2908.35

Note: This includes all the components and not necessarily the UWEP only

Source: Website of the Ministry of Housing and Urban Poverty Alleviation
< http://mhupa.gov.in/programs/upa/nsdp/sjsry/sjsryintro.htm#fin >

It is generally acknowledged that the employmemiegated under wage employment
cum infrastructure related ALMPs has been quiteitéidy given the magnitude of
unemployment and underemployment in the countnaimgthese programmes have also
had limited impact in generating durable and highlily assets; moreover, the assets
created are poorly maintainé&dl.

Entrepreneurship (self employment) programmes through credit
cum market support

There are several entrepreneurship programmes taperiain India targeting both
rural and urban population. The most prominent agrtbiese are the USEP component of
SJSRY, Pradhan Mantri Rojgar Yojana (PMRY) and $warnajayanti Gram Swarojgar
Yojana (SGSY). The USEP component of SJSRY seekassest individual urban poor
beneficiaries (or groups of women through the Sehéon Development of Women and
Children in the Urban Areas or DWCUA) for setting gainful self-employment ventures,
and training of beneficiaries, associated with tiean employment programme for
upgradation and acquisition of vocational and gmaeeurial skills. Under USEP, annual
targets to provide assistance for setting up inldiai/group micro-enterprises are fixed and
appropriate budgetary provisions are made. The fiogamges are identified through a
house-to-house survey and often non-economic paeasnare also applied to the urban
poor in addition to the economic criteria for thegose of prioritization within the BPL
As on 2007 March, around 1.08 million beneficiangsre supported under the scheme to
set up micro enterprises, of which around 0.24iomllare women entrepreneurs. Around
the same number of persons have been imparted saggeskills for managing the
enterprises set up under the programme (see TapleAtthough the financial progress
made under the SISRY is satisfactory with more #B@rpercent utilization rate over
available funds, a few states like Jharkhand (O gemt), Chandigarh (30 per cent),
Uttaranchal (34 per cent) and Delhi (53 per ceatjehvery low utilization rates. On the

other hand, a few states like Punjab and West Bdrayee close to 100 percent utilization
rate®.

48 Anant et all 2006, p. 276
“9 |bid.
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Table 12. Physical progress under SJSRY till March 2007

(@ Number of people assisted to set up individual micro enterprises 842663
(b) Number of women assisted to set up DWCUA Group micro enterprises 237100
(c) Total number of urban poor assisted to set up micro-enterprises = (a) + (b) 1'079'763
(d) Number of people given skill development training 1'077'257
(e) Number of DWCUA Groups formed 59'528
) Number of Thrift & Credit Societies formed 208'898

Source: Website of the Ministry of Housing and Urban Poverty Alleviation
<http://mhupa.gov.in/programs/upa/nsdp/sjsry/sisryintro.htm#fin>

The Prime Minister's Rozgar Yojana (PMRY) started1993 with the objective of
making available self-employment opportunities dtlgh setting up micro enterprises) to
the educated unemployed youth by assisting theseiting up any economically viable
activity. It relates to the setting up of the samftfiployment ventures through industry,
service and business routes. The scheme also &eaksociate reputed non-governmental
organisations in its implementation, especiallysaétection, training of entrepreneurs and
preparation of project profiles. So far, about 2lion units have been set up under the
PMRY, creating 3.04 million additional employmenpportunities. This programme is
meant for the educated unemployed youth with farmijome of up to Rs.40, 000 per
annum, in both urban and rural areas, for engagiagy economically viable activity

The objective of Swarnajayanti Gram Swarozgar Yajgd®GSY) is to provide
sustainable income to the rural poor. The emphafs8GSY is on a focused approach to
poverty alleviation, capitalising on advantages gobup lending and overcoming the
problems associated with a multiplicity of prograesnUp to December 31, 2006, 2.44
million self-help groups (SHGs) had been formed ah@8 million Swarojgaries (i.e.
benefi(éizaries under this programme) had been adsigith a total outlay of Rs.164436.6
million®~,

An analysis of finances made available for the mayage employment and self
employment programmes in India show that, thoughettihas been a proliferation of such
schemes and programmes, the allocation on thesgrgmnmes, as a proportion of
public/development expenditure, has tended to mledince the mid-1990s. As far as wage
employment programmes in rural areas are concem®d proportion of total public
expenditure, it has declined from around 2.3 pdroeri994-95 to a mere 1.2 percent in
2007-08. As regards the expenditure on self empémgrprogrammes, as a proportion of
total government expenditure, it has declined ff@® percent in 1995 to 0.3 percent in
2007-08. As a proportion of total development exiteme by Centre and all the state
governments, it declined from around 1.6 percertd85 to 0.5 percent in 2007-08 (see
Table 13). It may be recalled here, as argued enirttroductory part of this paper, total
public expenditure as well as development experglitas a proportion of GDP, has come
under substantial pressure during the period afi@wdic liberalisation.

51 Budget Documents of the Union Government

*2 |bid
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Table 13. Financial provisions for major wage employment and self employment programmes in India (in

Rupees millions)

Wage Employment Programmes Self Employment Programmes

JRY/ Rural Wage
T L

EAS/ (RWEP)as% oo Tgsgg,(/l / S'jg@ PMRY  Tota oftotal % oftotl

FWP/ of total'publllc EXP India DWCRA publllc DEVP

SGRY/ expenditure in expenditure EXP

NREGP# India
1994-95 6280.0 23 4.2 1129.6 75.0 872.0 2076.6 0.8 14
1995-96 6746.6 22 4.1 1231.1 71.0 1378.0 2680.1 0.9 1.6
1996-97 4794 4 14 26 1273.9 50.0 114.9 1438.8 0.4 0.8
1997-98 5807.2 1.5 29 1240.8 178.6 12174 2636.8 0.7 1.3
1998-99 5813.0 1.3 24 1203.0 189.5 975.8 2368.2 0.5 1.0
1999-00 4637.7 0.9 1.7 1260.7 118.8 465.0 1844.5 0.3 0.7
2000-01 3735.0 0.6 1.2 1679.7 85.1 201.0 1965.8 0.3 0.6
2001-02 6121.9 0.9 1.8 1693.3 383 193.5 1925.1 0.3 0.6
2002-03 13160.7 1.9 3.7 2067.9 100.9 168.1 2336.9 0.3 0.7
2003-04 13505.6 1.7 3.2 22255 100.7 167.8 24941 0.3 0.6
2004-05 9491.1 1.1 2.1 2561.3 122.0 218.2 2901.5 0.3 0.7
2005-06 17273.2 1.8 3.3 2984.0 155.9 2725 34124 0.4 0.7
2006-07 31099.8 2.7 49 3228.7 248.7 2485 3725.9 0.3 0.6
2007-08 15642.0 1.2 2.1 3636.7 213.9 320.0 4170.7 0.3 0.5

Note: # from 2000-2001 onwards, total figures for Rural Wage Employment programmes under "Rural Employment Section of Ministry of Rural
Development is concerned; Development Expenditure is the total of expenditure on social and economic services; Figures presented here are total
allocations made and not necessarily total expenditure incurred; Figures for 2006-07 are extraordinarily high as it also includes repayment to Food
Corporation of India on account of food grain component under Food for Work Programme and SGRY; Wherever state level information is not
available, figures are calculated as per the prevailing norms for centre state sharing

JRY-Jawahar Rojgar Yojana, JGSY- Jawahar Gram Samridhi Yojana, MWS- Million Well Schemes, EAS-Employment Assurance Scheme, FWP-
Food for Work Programme, SGSY- Swarnajayanti Gram Swarozgar Yojana, SGRY-Sampoorna Grameen Rozgar Yojana, IRDP- Integrated Rural
Development Programme, TRYSEM- Training of Rural Youth for Self Employment, DWCRA- Development of Women and Children in Rural Areas,
NRY-Nehru Rojgar Yojana, SUSRY- Swarna Jayanti Shahari Rozgar Yojana, PMRY- Prime Minister's Rojgar Yojana.

Figures for column-4 from 2000-01 onwards includes all special programmes for Rural Development which at present is limited to SGSY only.
Source: Various sources including plan documents and annual reports of different ministries.

There has been much debate in India during theclagple of years as regards the
NREGP, arguably the most significant wage employmammgramme running in the
country, and it may be in order to state the essefnthe debate here. As already indicated,
the government has shown inadequate commitmentdswa programme that has a huge
potential in not only creating substantial emplopmepportunities for the manual
unskilled workforce in the countryside, but alsaransforming rural economic and social
relations. Lack of due attention to such a revohdry programme is evident by the fact
that allocation for it came down from Rs. 566 roifli per district in 2006-07 Revised
Estimate (RE) to Rs 268 million per district in 3009 Budget Estimate (BE). A recent
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CAG report® on the implementation of NREGP, notes that thengse of providing 100
days of employment has not been met in any Stat@eotountry, and points to several
institutional and implementational problems. Evdre tavailable information on the
implementation provided by the Ministry of Rurah\i2éopment shows that during 2006-07
and 2007-08, the average number of person daysnpfogment availed by the persons
who benefited from the programme were around 48rtgnt and 42.6 percent respectively
(see Table 14). These (and several other) repens been used by the critics of the
programme to declare it as a huge drain on scasmirces.

In particular the above noted CAG report has beaived by several critics as the
ultimate indictment of the programme. However, eefid reading would suggest that the
CAG report has been largely misinterpreted by tledia) in our judgement, the said report
highlights some significant institutional deficieee in the implementation of the scheme
and therefore, suggests that there is enormouse swopmproving the operation of the
scheme. Some of the issues highlighted by the C#Gnadequate planning and inordinate
delay, poor progress of work, less than targetéitaements both vis-a-vis the legal limit
of 100 days and the Annual Plans. The CAG was hlgmeful that addressing these
concerns in the 200 distriétsduring the Phase—I of NREGP, would facilitate ssstul
implementation of the programme in the remainirgriits after expansion. It also points
out several gaps in the administrative and techrdapacity to run this scheme in the
desired decentralised manner. In order to makestheme as effective as it should be in
providing employment guarantee to each rural haalgefor 100 days, it concludes that
there is “an urgent need to ensure more adminigrassistance for the programme at all
levels, which really means both resources and peedodevoted to the actual
implementation, monitoring and financial managenwrhe programme>®

Table 14. Person days of employment created annually under NREGS

Y, No. of households provided Total person days in Person days of employment
ear e

employment millions created per HH employed
2007-08 33498327 1427.14 426
2006-07 21017419 905.06 431

Source: < http://nrega.nic.in/states/nregampr.asp >

Two major arguments coming from several quartersospd to the programme are:
(a) The scheme is expensive and, if implementdd, fiilwould take the fiscal situation out
of control from the paradigm of prudence, and (bemtails a potential for rampant
corruption. However, these issues have been adafesbstantially by the advocates of the
programme who argue that it could actually ‘crowd grivate investment and lay the
foundation for non-inflationary growth in the mextitternt®. Further, it is suggested that

53 performance Audit of Implementation of National &UEmployment Guarantee Act, 2005, Office of the
Principal Director of Audit, Economic and Servicénidtries, New Delhi, December 2007

54 During 2006-07, the number of districts in whible scheme was implemented was 200.

% As cited in Jayati Ghosh “NREGA and its Critics”, &fascan, March 10, 2007 available at
<http://www.macroscan.com/the/employment/mar08/ei08NREGA.htn>

%6 Shah, Mihir. 2004. ‘National Rural Employment Gartee Act: A Historic Opportunity’, Economic and
Political Weekly, December 11, 2004
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investing in job creation through massive infrastinee projects is desirable on an urgent
basis as the future of rural economy depends @torieag the health of the many ‘public
goods' that private agriculture critically depenais®’. Finally, the supporters of the
programme claim that corruption can always be démtiugh social mobilizatiof, and
legislation alone will neither guarantee employmenbetter implementation; continuous
mobilisation is required.

In our judgement, in terms of coverage, target gsodund allocation, number of
beneficiaries and potential benefits, NREGA is gnificant endeavour. If successfully
implemented in all the districts, it has a hugeepbtal to improve the lives of the rural
masses. Though there are issues and concerngiriate implementation, these should be
viewed as the initial roadblocks that need to bdressed with due urgency. As a
programme that guarantees employment, it has thengi@l to create more employment
than any other comparable wage employment prograthateloes not contain the element
of guarantee or right. The available informatiosoaghows that in 2006-07, the average per
district person days generated under NREGP wagéast lthree times higher than the
comparable schemes like SGRY and NFFWP. Again mmgeof total person days
generated during 2006-07, NREGP in 200 districeated more than 900 million person
days compared to 830 million person days per yetin by NFFWP and SGRY in 586
districts (see Table 15). As the editorial of Thanddi on 28 January 2008 has put it
justifiably, the Act has “become a life line forlfins of Indians who have been left out in
the cold by high economic growft{”

Table 15. NREGP and other wage employment schemes: a comparison (in Million)

SGRY in 586 districts Average person-days per year in 586 districts: NREGP in 200 districts
generated (in Million) (2005-06) (SGRY+ NFFWP) (2001-06) in million (2006-07) in million
821.8 833 904
Average per District 1.4 1.42 45

Source: http://lwww.nrega.nic.in/presentations/PMOprese20-07-07.ppt#293,1,Slide 1

Although, there were sporadic criticisms about filnectioning of the NREGP even
before it came into existence, and some of thasieigms are genuinely constructive, the
functioning of the programme in first two yearsitsfoperation has allayed many fears and
shown much promise. It is remarkable that of th&altmumber of households who
demanded employment, close to 99 percent managget @t least some employment. The
fund utilization ratio, i.e., the proportion of amma spent under the programme in total fund
available is progressively improving over last éhgears from around 60 percent in 2005-
06 to 82.2 percent in 2007-08. It may also be chbiere that the expenditure incurred per

57 Samarthan —Centre for Development Support, “S@ftIeREGA Implementation”  Monitoring Report.
%8 Ipid.
%9 Lakshman, Nirmala. 2006. ‘Employment guarante@sigf transformation’, The Hindu, Thursday, May 11

8 The Hindu, “Lifeline for the Rural Poor” 25, Jamya2008, http://www.hinduonnet.com/thehindu/
thscrip/print.pl?file=2008012555601000.htm&date=21/25/&prd=th&
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work under NRGEP during 2007-08 was around ninBtusand rupees and the person
days created per work was around 803 in the samé'ye

Are direct cash transfers to the poor a way out?

In recent times, there has been lot of talk aboatefficacy of the direct cash transfer
programmes over the conventional cash transferranoges linked with conditionalities
like creation of employment or infrastructure builgl Such direct cash transfers in the
form of social assistance programmes primarily cagepof (a) cash given to individual
households, as distinct from communities or govemmisy (b) cash grants, cash for work
and voucher programmes rather than interventiomt i monetisation, microfinance,
insurance, budget support and fee waivers; anch@&) as an alternative to in-kind transfers
such as agricultural inputs, shelter and non-féechs, as well as an alternative to food aid
distributiorf?,

The proponents of direct cash transfers to the ogue that due to the poor
performance of employment-infrastructure linked ¢y alleviation programmes,
primarily because of poor administration and gogeoe issues associated with it, it is
better to transfer money directly to the poor ia tistress ridden areas in a relief nfde
Arguments are put forward that the poor can bedduso use these resources better than
the State and “if there is no clear diagnosis gedlves, a new conditional cash transfer
programme may amount to nothing more than a goventis response to a transient
fashion in poverty programmeé”

As it happens, the Indian experience shows that ofothe conditional cash transfer
programmes have been far from perfect due to a bibseasonS. Such reasons cited
frequently by evaluation studies including those ®XG and Planning Commission
highlight important issues such as inadequate fumaisk of administrative support,
corruption at different levels, among others, forited success of conditional cash transfer
programmes. We may also note that support for dir@msfers are largely based on
programmatic and implementational loopholes exstim the conditional cash transfer
programmes, and not on any demonstrated posititeomes of direct transfers. As it
happens, there is little evidence, at least inliftkan case, to claim significant success
associated with direct transfers. Furthermore bsic paradigm of direct cash transfers is
based on the principle ofargeting’ specific groups ofpoor’ rather than universalizing a
programme. As is well-known, such targeting is ffaiLwith several difficulties and errors,
in particular exclusion of those who are supposedb¢ targeted. As suggested by

51 NREGS Website Http://nrega.nic.in/states/nregampr.asp

52 For more details of such classifications, ple@seJohn Farrington and Rachel Slater (2006) “CasfsTees:
Panacea for Poverty Reduction or Money Down theraDevelopment Policy Review, 2006, 24 (5): 499-
511; DFID (2005) Social Transfers and Chronic PgveBmerging Evidence and the Challenge Ahead. A
DFID Practice Paper. London: Department for Intéamal Development; Harvey, P. (2005) Cash and
Vouchers in Emergencies: A Discussion Paper. Lon@uerseas Development Institute, Humanitariandyoli
Group

% Devesh Kapur, Partha Mukhopadhyay, Arvind Subraamar(2008), “The Case for Direct Cash Transfers to
the Poor”, Economic and Political Weekly, 12 Ap#Q08

54 1bid

% For more details, please see, the numerous eimiustudies by CAG and the Planning commission on
different schemes and programmes running in India
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Farrington and Slater (2006), income based targefin the poor has been notoriously
difficult in a country like Indi&. Also it is worth emphasizing here that officialdlan
‘poverty line’ has been a major bone of contenmmong researchers. While the official
figures put India’s poor population at lower thah&rcent alternative estimates suggested
by others are substantially higher (e.g., Utsa &latputs it as more than 75 per cent in
rural areas and 45 per cent in urban &fpas

Finally, as is well documented, even in the casav@i-known and relatively more
‘successful’ direct transfer programmes like thal @lge Pension Scheme, Indira Awas
Yojana etc, the implementation is not significantigtter than conditional transfer
programmes. In the context of the present paperdavaot wish to engage in a detailed
discussion of the issues related to direct caststeas. However, we may highlight a few
points related to direct cash transfes-a-visALMPs in India.

a) When we talk of labour market policies, one mustgkan mind that the State has
a very significant role in creating and maintainitige level of employment,
eradication of un/under employment and moving tawaa full employment
situation in the longer run. In this regard, bypagshe State and undermining
the role of State in making provisions for creatémgployment opportunities in a
coordinated manner to achieve economies of scalkawbus kinds cannot be
underestimated. Direct cash transfer programmesathsast provide some relief
and consumption support but can not lift the econdinom a low level
equilibrium trap.

b) The wage employment programmes in India have twe objectives: creation
of assets or public goods, and poverty eradicatiora substantial basis. In this
regard, direct cash transfers are of very limitallie.

c) Programmes like NREGP have not only helped subathntin providing
necessary wage to rural population but also ieitizd social churning process
and increased the mobilization of poor unskilletbolarers. Such a process
potentially has critical significance in addressisgveral other non-economic
issues related to social and political justice.

d) Last but not least, even the direct cash transfegrammes would require
adequate government machinery and unless the atrathie bottlenecks (for
which the conditional transfer programmes are smif@ are corrected, even the
direct cash transfer programmes are not going daolr¢he targeted population.
As per the government’'s own records, even in progras like National Old
Age Pension Scheme, the achievement rate is adbiqmkrcent of the targét
Outcome under another major initiative, namely fadhwas Yojana (a housing
project for the poor in rural areas) is no diffaren

® |n the Indian context, a very useful resourceMayak, Radhika, Saxena, N. C. and Farrington, JoB82)2
Reaching the Poor: The Influence of Policy and Adstiative Processes on the Implementation of
Government Poverty Schemes in India. Working Pager 175. London: Overseas Development Institute
available at fattp://www.odi.org.uk/Publications/working_papengi175.pdf>

67 Utsa Patnaik, (2006), “Poverty and Neo-liberalisnndia” Rao Bahadur Kale Memorial Lecture delivestd
Gokhale Insitute of Politics and Economics, PunegbrBary 03, 2006. available at <
http://www.networkideas.org/featart/jan2007/Neo-dsidlism.pdf >

%8 See for exampléttp://rural.nic.in/book01-02/ch-7.pdf
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However, we are not suggesting that direct cagtsfeas are necessarily inferior in
every context. They may have advantages in progithmmediate relief to the people at
subsistence level in specific settings and have twen significance. However, they can
not be treated as substitutes for certain kindsLofiPs.

After this brief assessment of employment genemgbimgrammes, we now move to
the issues relating to public provisioning towas#l upgradation, vocational training and
investments in human capital of workers in general.

3.2 Training and skill development

With the opening up of the Indian economy to theldiahe rapid changes witnessed
in science and technology, the pressing need taoowepquality of life and to reduce
poverty, it becomes even more urgent that peopdeiee appropriate levels of education
and skill§®. Most accounts seem to suggest that in severalajgng countries, including
India, considerations of quality of education d@lels, including at the elementary stage,
continue to create a huge sense of discomfort.

The problems created by the weak and lopsided rninglilucation system have been in
public discourses in the recent years. India, ageitknown, has the unflattering record of
housing the largest number of illiterates by anyntoy in the world (Jha & Negre, 2007).
The average rate of literacy, going by the Cen2081, is still around 65 percent. The
female literacy rate stands at 54 percent whicls glmevn further to 47 percent for the rural
female. As per 61round of NSS (2004-05), there were approximatély tillion children
in the age group of 6-14 years. Out of these omy million were enrolled and the
percentage of out-of-school children works out ® Hl.5. National Commission for
Enterprises in the Unorganised Sector, using theesdata source, estimates that out of a
total oif0252 million, in the 5-14 years age grodp,2 million i.e. 17.9 percent were out of
school™.

As per NSSO data between 1993-94 and 1999-200Qalbveend for workers’
literacy level improvement was weak and even reivesn some sectors. For instance, to
take a couple of illustration of this, it may beexthat there was sluggish improvement in
the proportion of literate workers in agricultunedaplantations while the same had fallen
noticeably for agricultural services, hunting-traqgpand some other segments (For further
details see Chadha, 2007).

Furthermore, the expenditure on education, botthetevel of states as well as the
centre can not be considered to be adequate. Tihenéiture (as percentage of GDP)
pattern largely shows a declining trend and has liresufficient even for the provision of
basic education. With regard to higher educatiorwel, public provisioning has been
inadequate and fluctuatifig As against a meager 0.37 per cent share of GBRdJINg on
higher education in India, the USA (1.41 per cetfig, UK (1.07 per cent) and even China
(0.5 per cent) spend considerably more (see Tal)le 1

% Jha, 2007

" For detail see Jha, Praveen et.al (2009); Educddtio All: The Challenges of Public Finance, UNESCO,
“Mid-term Evaluation of Education for All 2000-2015

™ Jha, P. (2007): Guaranteeing Elementary EducatioNote on Policy and Provisioning in Contemporary
India, Journal of South Asian Development 2:1 (20@3-705, Sage Publication
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Table 16. Public expenditure on higher education in India vis-a-vis other countries

Public Expenditure on Higher Education per

Public Expenditure as % of Gross Enrolment Ratio in

Country GDP on Higher Education (200231 t(;J??)ei:tUSD Higher Education (2001)
USA 1.41 9629 81
China 0.50 2728 13
Japan 0.54 4830 49
India 0.37 406 11
UK 1.07 8502 64
France 0.99 8010 54
Italy 0.87 7491 53
Brazil 0.91 3986 18
Indonesia 0.28 666 15
Philippines 0.43 625 31
Australia 1.19 7751 65
Malaysia 2.70 11790 27
Source: Trade and Policy Division, Department of Commerce, Government of India ‘Trade in Education Services, A Consultation Paper on

Higher Education in India and GATS: An Opportunity’

Despite having a range of training programmes etfahrough different schemes of
Central and state governments, the nature and &\&ill among workers is still grossly
inadequate. Recent official estimates suggestdhbt a small proportion of the labour-
force is enrolled under different training progragsmrFor instance, in 2004-05 only around
8 percent of the workforce reported to have reckiven formal vocational training while
the corresponding percentage for formal trainings vijast about 3.8 per cent of the
workforce. In all, a total of about 11.5 per cehthe youth reported to have had vocational
training in 2004-05.,

Most of the vocational education programmes atcérgral level are administered by
the Directorate General of Employment and Train{BgsET) under the Ministry of
Labour; in other words, Ministry of Labour is effeely the nodal agency for running
programmes of the Central government. It shouldehv@w be kept in mind that under the
constitution of India, vocational training is a comnrent subject and hence a responsibility
of both Central and State Governments. While thent@® is responsible for the
development of training schemes at National lesetlution of policy, laying of training
standards, norms, conducting of examinations,fetiion, etc. the state/UT governments
are responsible for the implementation of the trginThe Central Govt. is advised by the
National Council of Vocational Training (NCVT), dpartite body having representatives
from employers, workers and Central/State Govertsae&imilar Councils known as State
Councils for Vocational Training are constituted fhe same purpose by the respective
State Governments at state levels.

Not surprisingly, there are several recent stucégsits that are highly critical about
the available skill base of the Indian labour fortae ClI- McKinsey Report “Made in
India: The Next Big Manufacturing Export Story” (fober, 2004) highlights the fact that

2 Draft Report on Skill Formation, 2008 NCEUS, GOI.
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viewing the huge gap between the requirementsibfiskhe manufacturing sector and the

available skilled human resources, it is urgendgassary to foster the process of building
up the human capital in order to achieve 12 pet geawth rate in the manufacturing sector
in the near future. The reports also points out sugh growth rate requires at least 1.5
million technically skilled people every year. Thecent ‘Teamlease’ report (2007) also
reiterates that there exists a major skill shoriaggmost all areas of manufacturing as well
as the major service sub-sectors, such as hogpitatiail, construction etc.

Likewise, a number of important studies on behédlthe government, (e.g., Task
Force on Employment Opportunities of the Planningm@ission, 2001; the Second
National Commission on Labour, 2002; the Approaapd®? to the Eleventh Five Year Plan
2007 among others) have repeatedly emphasizednhatute skill deficit has been a major
drag on the economy’s performance. All these studiaphasize that existing capacity and
infrastructure in the areas of skill developmend araining are inadequate; further the
existing infrastructure suffers from serious profige

In sum, there is a widespread recognition thatvadtbour market policies towards
skill formation, are woefully inadequate even fbe tsupposedly ‘prime’ segment of the
country’s work force. To put things in a comparatiperspective, adding up all the
industrial training institutes and vocational sdspdndia has about 12000 institutes,
whereas the comparative number for China is abd®@,000. Further, although the
categorization between India and China is not quaenparable, yet it may serve an
illustrative purpose to note that India’s ITIs tgally impart training in about 40 skills
whereas the relevant number in China’s case istaflp!

Budgetary provisions from different ministries/ dejments of the Central
government towards skill development of workersjrthetraining & redeployment etc., are
grossly inadequate. Out of more than hundred mieggtiepartments, only a few have such
programmes and except in a couple of cases, tlregeagmes are mainly limited to the
organized sector, and the unorganized sector hayelly any financial support for this
purpose. As may be seen from the allocations oblu@overnment for the last two years,
we have a very dismal picture. In 2007-08 and 20@8he relevant budgetary provisions
from the Union Government were Rs. 23859.3 (RE) &% 35726.1 (BE) million
respectively which are merely 0.34 and 0.48 pet oéthe total expenditure of the Union
Government, for the respective years; these figue® into account all itemized
allocations on various skill development and tragnprogrammes (see Table 17).

Table 17. Expenditure on skill development, training etc. by all central government Ministries / Departments

Items 2007-08 (RE) 2008-09 (BE)
Total Exp. on skill development, training from all Central Govt. Ministries 23859 3 35726.1
(in Rs. million)
Total Expenditure of the Central Government (in Rs. million) 7093730 7508840
Exp. on skill development, training etc. as percentage (%) of total Exp. of 0 0
the Central Govt. 0.34% 0.48%
Al]qcatlons for Training by Ministry of Labour and Employment (in Rs. 3116.4 31874
million)
Total Allocation of the Ministry of Labour and Employment (in Rs. million) 19580 22295

. L 0 .
Allocations on Training as Percentage (%) of Total Allocation of the 15.9% 14.3%

Ministry of Labour and Employment

Source: Calculated from Expenditure Budget Vol. Il, 2008-09 on the basis of the schemes/programmes for skill development
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It is extremely important that in order to copehwihe volatility of the economic
activities in a globalised world, country’s workéer is provided adequate support to
acquire new skills at regular intervals and upgrasleskills periodically. Also, there is a
strong case for better coordination and synergyvéet overall general education and
specifically targeted programmes for vocationalaadion, training etc. Further, with regard
to coordination between different vocational tragprogrammes, there is much chaos. For
instance, as many as 26 different departments anistries, including the Ministry of
Labour and Employment were involved in formal antbimal training during 2005-06
with the little coordination between them. It isghly desirable that all training
programmes, including the informal ones should megrated as a part of integrated
framework with the Ministry of Labour and Employnteas the nodal agency. Providing
training through multiple channels only add to #widable complexities and confusion.
Also, the amount spent through most ministriesois meager to have any significant
impact.

Table 18. Share of population with specific level of education in different age groups

Bangladesh Bhutan India Maldives Nepal Pakistan Lanka Malaysia
Share of population age 15-19 who attained at least Grade 5
Male 64.1 55.1 81.9 95.1 74.5 67.5 95.1 96.3
Female 67.5 414 71.6 95.7 56.3 46.7 95.8 96.4
All 65.6 48.0 77.2 954 65.1 56.9 954 96.3
Share of population age 20-29 who attained at least Grade 10
Male 28.3 19.3 35.8 34.4 335 33.7 457 62.9
Female 12.6 9.5 23.6 371 17.2 19.5 51.1 71.3
All 19.6 13.7 29.7 35.5 23.9 26.3 48.4 67.0
Share of population age 20-29 who attained at least Grade 12
Male 8.9 5.7 213 22.2 9.2 16.0 16.8 25.2
Female 3.3 29 14.6 246 4.2 10.0 229 32.2
All 5.8 4.1 18.0 23.2 6.3 12.9 19.9 28.6

Source: Michelle Riboud, Yevgeniya Savchenko, and Hong Tan (2007), “The Knowledge Economy and Education and Training in South Asia” The

World Bank

Trainings and skill developments are obviously ukif the short run to comply with
the existing level of technology, but to prepare libour force to be able to adjust with the
rapidly changing production processes and to irseréleir productivity as active citizens,
it is essential that formal education that includemponents of general and technical/vocal
education be strengthened considerdbly any case, as noted earlier, training and skill
enhancement of workers and general education shmilthe viewed as two unconnected
compartments.

It is encouraging to note that with respect to dagineral education, there are some
positive developments in the recent years in cdslda. For instance, the number of
persons with school education in the younger gé¢ioeras significantly higher than the

31t has been highlighted by a World Bank study timindia, between 1993 and 2004, the rate of nestio
primary, higher secondary and tertiary educati@ngased significantly for female in primary, higisecondary
and tertiary levels (See A-16 in Appendix-l). Rat&Return has been explained in Michelle Riboud, Y enygge
Savchenko, and Hong Tan (2007) as the profitabdftinvestments in different levels of educatioor Fhore
details, see Michelle Riboud, Yevgeniya Savchenkal Hong Tan (2007), “The Knowledge Economy and
Education and Training in South Asia” The World Baakailable at <ttp://info.worldbank.org#
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older ones (see Table 18). However, when compareduntries like Sri Lanka, Malaysia
etc, India still has a long way to go. A concerfedus should be put on this aspect to
universalize education at the secondary and teitgael at the earliest.

Programmes/schemes targeted for retrenched workers

Programmes for retrenched workers have not beerelgraabsent from the country’s
labour policy canvass, there are serious doubtegesds their effectiveness and adequacy.
In the post Independence period, there have bdempgils to rehabilitate workers after
closure or restructuring of industrial units on es& occasions, but with little success.
There are also different schemes available in thmtry at the current juncture both at the
central and state levels that provide differentmi®rof unemployment benefits to the
retrenched workers or victims of closure and lafy ©he National Renewal Fund (NRF)
and the Textile Workers’ Rehabilitation Fund areoag the prominent initiatives in this
regard. However, with years of implementation sitclear that these do not work, given
their weak planning and coordination, inadequaseueces etc.; these are fundamentally
short-run crisis management tools and none of thesade guaranteed protection against
unemployment.

Unfortunately, even the scale of the problem isad#quately recognized as there is
no comprehensive data source on number of retregitisnfior the country as a whole and
the follow-up actions. However, it is clear frometlimited and patchy information that
there is little seriousness of purpose in officgaktles with respect to this problem. As
should be evident from Table 19, based on a reaffintal report, only a small segment of
retrenched workers have been identified as suatthgtmore, only around half of the
workers surveyed could be counselled and even H#esrfraction of them could be trained
and redeployed.

Table 19. Workers surveyed, counselled, retrained, and redeployed by the nodal agencies (numbers)

Year Surveyed Counselled Retrained Redeployed
1993-94 5761 937 74
1994-95 5754 3604 1206 213
1995-96 20490 12362 7115 1887
1996-97 19244 12633 14723 4246
1997-98 20085 13237 7608 3105
1998-99 (a) 4484 3233 1736 714
Total (6 years) 75818 46006 32462 10165

Notes: (1) Since inception of the National Renewal Fund (1993-94) and up to 25t September, 1998, a meager amount of Rs.183.2 million
had been released to Nodal Agencies for surveying, counselling, training and redeployment of workers.

(@) After 1998-99, budget provisions for NRF stopped, and a new scheme of grants-in-aid or loans to PSE’s was introduced, along with a
DPE implemented Scheme for Counselling, Retraining and Redeployment of Rationalised Employees of Central Public Sector Enterprises.
(CRR) Thus the centralized NRF got replaced by decentralized individually public enterprise managed, but budget funded system.

Source: NCEUS, (2007) Income Support at Job Loss - the case for Unemployment Insurance (mimeo)

Essentially, the point worth emphasizing here iat tthe reach of the relevant
programmes is extremely limited, as these are gdpeconfined to the organised
workforce, and are bedevilled with several insitoél infirmities and ridiculously low
financial provisioning.
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3.3 Employment services

Employment services are the services provided by public or private agency to
record the details of jobseekers and employmentigeos available in a particular area. In
India, such services provided through public seet@ administered by agencies called
employment exchanges through National Employmenti&ss (NES) of the Directorate
General of Employment and Training in the MinistifyLabour (Gol). As on December
2006, there were around 947 Employment Exchangehéncountry with around 0.4
million applicants on their live registers (see [Ea®0); this number includes 82 University
Employment Information and Guidance Bureaux (UEIGB% Professional and Executive
Employment Exchanges, 43 Special Employment Exda®mndor the Physically
Handicapped and one Special Employment Exchangelémtation Labour.

Recent statistics suggest that employment sergeaaes continue to be of marginal
significance in terms of their end objectives. Rartmore, although the number of
unemployed persons registering in the employmenhaxges per annum have increased
from around 5.9 million in 1999 to 7.3 millions #006, the annual placements declined
from around 0.2 million s to 0.17 million over thkame period. As a result, the live register
shows that the cumulative number of backlog hadleswérom around 40.3 million in 1999
to 41.4 million in 2006 (see Table 21). As far a8 performance of employment services
for women job seekers is concerned, the same tsematiced here as well. Table 22 shows
that the annual women placement through employreechanges have declined from 53
thousand in 1999 to around 31 thousand in 2006.eiew a welcome feature worth noting
is that the proportion of women registration in tloéal live register has substantially
increased from 24 percent in 1999 to 28 perceB0D6. On the other hand, in case of SCs
and OBC applicants, not only there is a declin¢ghin placement through the service, but
there is also a decline in annual registrationicatthg the declining interest and aspiration
from the system of employment services in India.

The trend is no different in case of disabled aygplis (see Table 24). Table 23 shows
that only in case of STs, there is an increaséhénannual registration and the level of
placement did not deteriorate much. Clearly, thpleyment service system in India is not
being able to match to the needs and aspiratioribeofncreasing population and labour
force in different social and economic categories.

Table 20. Employment exchanges and their activities

2003 2004 2005
No. of Employment Exchanges 945 947 947
Registration (‘000) 6042 5373 5437
Vacancies notified (‘000) 285 275 349
Placements (‘000) 178 138 173
Total number of applicants on Live Register (‘000) 41344 40458 39348
a) Scheduled Castes applicants (‘000) 6628 6470
b) Scheduled Tribes applicants (‘000) 2310 2218
c) Other applicants (‘000) 32406 31770

Source: DGE&T
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Table 21. Registration and placement by employment exchanges in India (figure in thousands)

Year Employment Registration Placement Vaca_n_cies Submission Li\_/e
Exchanges, UEIGBx Notified Made Register
1999 955 5966 2213 328.9 2653.2 40371.4
2000 958 6041.9 177.7 2845 2322.8 41343.6
2001 938 5552.6 169.2 304.1 1908.8 41995.9
2002 939 5064.0 142.6 220.3 1748.8 41171.2
2003 945 5462.9 154.9 256.1 1917.3 41388.7
2004 947 5373.0 137.7 274.61 1801.4 40457.6
2005 947 54371 173.2 349.2 2402.0 39347.8
2006 947 7289.5 177.0 358.2 3029.5 41466.0
Source: Annual Report of the Ministry of Labour, Various years
Table 22. Performance of employment services for women (figure in thousands)
Year Annua! Annual Live Register Of Total' Live 3‘:/2;15;?3::{
Registration Placement Women Register Register

1999 1616.7 53 9932.7 40371.4 24.6

2000 1646.3 35.7 10457.3 41343.6 253

2001 1540.8 315 10884.8 41995.9 259

2002 1343.1 259 10649.5 41171.2 259

2003 1448.8 26.7 10752.3 41388.7 26.0

2004 1551.5 245 10711.6 40457.6 26.5

2005 1606.9 324 10605.6 39347.8 27.0

2006 2537.4 31.3 11781.0 41466.0 284

Source: Annual Report of the Ministry of Labour, Various years

Note: Live register denotes the total number of accumulated registration from the past till the relevant year.

Table 23. Performance of employment services as far as SC/ST and OBCs are concerned (figure in

Source: Annual Report of the Ministry of Labour, Various years

thousands)
Activities 2000 2001 2002 2003 2004 2005
Registration 719 760 728 705 719 690
SC Placement 24 20 18 19 16 17
Live Register 6135 6390 6351 6628 6470 6353
Registration 267 270 241 347 278 273
ST Placement 10 10 8 8 8 10
Live Register 1860 1932 1947 2310 2218 2229
Registration 973 939 889 923 952 943
OBC Placement 20 18 13 17 14 14
Live Register 7592 8165 7905 8232 8205 7911
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Table 24. Performance of employment services for disabled (figure in thousands)

Year Registration Placement Live Register
2001 60.1 35 510

2002 59.4 34 532.7
2003 66.1 49 661.7
2004 52.4 34 565.9
2005 57.2 32 578.9

Source: Annual Report of the Ministry of Labour, Various years

The NES network of 945 Employment Exchanges througkhe country operates at
the district level and some specific educationailring institutions. At present, the day-to-
day administration of the Employment Exchanges itk the State/UT Governments and
the policies, standards and procedures for theoNatiEmployment Service are laid down
by the Central Government in consultation with &t@&overnments. Evaluations have
shown that during the first three to four decadésr andependence, the system probably
delivered a little better in terms of resettlemenghabilitation, providing market
information and building a bridge between potengiaployers and workers, but in recent
times, it seems to have gone from bad to worseoufaunderstanding, here also, the basic
problems are similar to those in case of trainingkl development component of ALMP,
such as overall vision, institutional frameworkoodination between different agencies,
lack of resource commitment etc.

3.4 The current downturn: Can the ALMPs help?

Theoretically, ALMPs can of course help in a numbkeways to blunt the impact of
current downturn in India’s labour market as wéls discussed earlier, among the core
components of ALMPs in India, it is employment getien programmes about which
public policies have shown relatively greater deggecommitment. However, in the recent
years there has been lot of discussion in theiaffaircles to enhance skill base of workers,
strengthening of the training and capacity buildimggrammes, deepening and widening of
employment services etc. It is high time to tratesthe promises into concrete action plans
on an urgent basis. The Eleventh Five Year Pla@{A®) has suggested a road map in this
regard, but very little has been done so far.

The most important interventions, however, at thgent juncture, should focus on
livelihood protection for the masses in the counprticularly the lower rungs of the
economy. For this significant up-scaling of puldipenditure which would impact directly
on employment and livelihood prospects ought tcabeorded high priority. As is well-
known, to counter the present crisis, the Goverroemdia has announced three stimulus
packages during the last six months. However, dtara and extent of all these stimulus
packages largely focused on tax sops for the catpasector, rather stepping up public
expenditure which could impact directly on employtnand livelihood strategies of the
masses. In a period of economic downturn, tax autax sops are unlikely to be effective
in boosting aggregate demand and reviving the eogn®n the other hand, increased
public expenditure, particularly in the form of daer government expenditure on health,
education, sanitation, drinking water, rural infrasture, agricultural development, food
security, and price support for the peasants attgt peoducers may go a long to help curb
the crisis.
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It is worth highlighting here that the most impattaelement of ALMPs in India,
namely the employment generation programme in aneas, is already doing its bit to take
the sting out of the current crisis. Anecdotal evick suggests that substantial segment of
workers retrenched from urban areas in sectorsdgestruction, manufacturing etc. are
queuing up for NREGP. There is a strong case to up-scale this prograsmden fact to
extend the employment guarantee programme to tienwareas.

In passing we may note that the recent World Deraknt Report 2009, in a
somewhat oblique and ironical fashion providesirtesty to the success of NREGP in
India. The report argues that NREGP is ‘hurting necoic development and poverty
alleviation’ by ‘obstructing mobility of labour fro rural to urban areas’. Clearly the
implication is that NREGP is providing substant@lportunities for rural workers in their
native places itself, which should be viewed ascesg of the programme. We may also
note that NREGP is basically a demand driven progra for manual work and as and
when the opportunities for semi-skilled/skilled wers arise in urban areas, there is no
reason why NREGP would come in the way of mobdityabour from rural to urban areas.
Finally, given the official estimates of unemploymeén urban areas, which are high and
increasing, it seems extremely unlikely that NRE&R created a shortage of labour in
urban areas!

A concluding remark

As should be evident from the aforesaid discussémen though there are several
programmes in the domain of active labour markditpoit is obvious that there is a need
to strengthen the existing policies in several eesp Some of the more obvious
suggestions for improving the policies could inéube following:

. The resource gaps both on financial and human frarst be bridged at the earliest
and the administrative bottlenecks as highlightad skeveral studies should be
addressed. For instance in the case of employnesrgtion policies (e.g. NREGP),
problems identified by the CAG and other evaluattudies need to be addressed
urgently.

. Employment guarantee programmes like NREGP shoolthayond providing just
manual wage employment. A suitable mechanism cbal@volved to also include
semi-skilled jobs (like that of Anganwadi workerg) provide necessary non-
technical manpower support for other governmentepgvalleviation programmes.
The productivity norms for minimum wages need todthought.

. All wage employment programmes should be broughdeura single umbrella
programme by extending employment guarantee evehetairban areas. For this
purpose, the wage employment components of SISEW&EGP may be clubbed
together into a National Employment Guarantee Rwogne as promised in the
National Common Minimum Programme of the currentegoment at the Centre.

. Proper social mobilization is the key to address phoblems of irregularities and
leakages in the system. Towards this objective, nconity participation in
monitoring and implementation should be strengttlene

™ A case in point is that of several thousand warlierm Ganjam district, state of Orissa, who hadrated to
Surat district of Gujarat, to work there in gemsl gewellery as well as textile industries, haverbémced to
return to their native place due to retrenchmemd, &e reportedly now looking for work under NREGP.
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. Better synergy of all training programmes, whetli@mal or informal, in the
education system in the country is of critical digance.

. Universalisation of education at least upto secontivel is extremely important to
strengthen human capital formation/upgradation aomept of ALMPs.

. There is a pressing need to refurbish the traiamg skill upgradation infrastructure
for existing and potential workforce.

. Employment services should be revitalized and thiereclear need for better
coordination between these and other componentdAldflPs such as direct
employment programmes, training and educationararames.

Inspite of substantial experience of almost foecatles now, one of the major
lessons which policy makers are yet to learn adetjues that the scheme mode*piece-
meal’ approaches,special schemé®tc., have to be given up and what is required is
much more comprehensive and integrated developnpeficy towards productive
employment generation. In fact, the growth in tlhenber of schemes related to different
dimensions of ALMPs, both by the centre and theestappear to be almost mindboggling
and dramatic However, in terms of financial prasigng for the ALMPs, the overall story
in recent years is that of a regression.

Arguably, the major problems in formulating many tbese policies lie in three
different dimensions. Firstly, most of the labowated programmes in India are not
targeted towards addressing unemployment or thib&iy of labour in a comprehensive
and sustainable sense but electoral concerns. @gcdmere is a clear lack of coherence
and convergence in the activities of different itnsbns like formulating agencies and
implementing agencies within central and the ggateernments. Thirdly, the emergence of
neo-liberal ethos and the associated developmiengarticular the retreat of the state for
the sake of ‘fiscal prudence’ have severely denteel prospects of deepening the
provisioning for basic services which have, in tumade many of our well meaning
policies relatively ineffective.

As discussed repeatedly in this paper, deep-raatechployment and chronic poverty
are major and persistent problems in India. To esklthese concerns, from the late 1970s
onwards, a whole range of employment generation mowrty alleviation programmes
have been initiated from time to time. The decatl80s was arguably the high point of
public policy in this respect. Since the early 199%ere have been significant regressions
and expenditure cuts by the government in seveeaka

The last two and half decades have witnessed relrkprogress in the overall
growth of the economy. However, such a growth hat percolated down to create
employment and effective demand through providingranincome to the masses. As
mentioned by many, such a growth of the Indian eoonhas been a ‘jobless growth’, the
benefits of which are largely appropriated by thepkis earners as the share of surplus in
the output has been increasing (see Table 1 iritdtesection of this paper). Economic
understanding suggests that in a ‘demand constfagmnomic system, a rising share of
profit (or surplus) should eventually give rise &o stagnationist tendency and not a
sustained increase in the growth rate. Howevemdtat(2007) argues, India’s recent
economic experience, rising share of profits hascneated any ‘realisation problem’ as
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growth has been accompanied by an even greateumption by the surplus earners
themselves and also through greater investmenulstied by such increased consumption
of new forms of goods and services available inrmeities and urban areas. Such
spending by the profit earners and the high incgneeips on the new form of goods and
services have prevented the stagnationist tendémcthe economy, although, the
economic situation of the majority of the populatigarticularly in rural areas, has not
experienced any appreciable improvement. In otherds; the overwhelming mass of
workers have remained largely excluded from curgeatvth process, and have even been
impacted adversely in several respects as discusste first couples of section in this
paper. This only underscores the need to strength&tP interventions.

Not only in India, throughout the world the basmntext of the labour market has
undergone dramatic changes, particularly in themegears. To illustrate the nature of
emerging challenges, let us take the example ofttving importance of information and
communication technology as an integral part of theduction process. It is well
documented that increased importance of ICT hasddtle growth in demand for highly
skilled labourers like computer experts, doctorgjieeers etc., on the one hand as well as
the manual service providers like barbers, driveosters, housekeepers etc.; on the other,
the demand for the middle level white collar wosksuch as accountants, typists etc is
almost on the verge of collapse. This has led W apd complex differentiations in the
economy’s labour market. For instance, there isotarjzation between skilled and
unskilled workers and at the same time there iglarization between skilled workers with
potential for employment and skilled workers inalgng trade®.

The change in the global occupational structureelsas the cross border integration
of job markets, especially in the service sect@eldezon IT, has further led to a polarization
of skilled workers in India into skilled high wagerkers getting wages above the national
rates and very low wage workers in even skilledsjdtor example, a graduate with a good
command over English may end up doing a high palldcenter job in a metro city or the
job of a para teacher in a remote village with reeration even below the wages of a
manual worker. The labour market in the presenteoans therefore critically linked to the
system of education and training being imparteth@economy. It suggests that even for
manual unskilled jobs there is a clear role of etioa given the changing nature of the
market that demands the worker to be well equippédinformation about job availability
and other related issues.

It is obvious that the policy thinking on ALMPs shd show adequate awareness of
the changing ground realities of the world of wdtkearly, in spite of having a number of
programmes and schemes available as active labatkeminterventions, the outcomes
have been far from satisfactory.

It is beyond any doubt that for successful impletaton of ALMPs, substantial
amount of resources must be mobilized. But in #eent years, there has been a steady
decline in the fund flow into the interventions endALMPs. Frequent announcement of
new schemes only with the populist concerns, uagwbility of the programme due to a
lack of long term vision and increased burden an dtate governments are some of the
major bottlenecks towards a successful implementadf the ALMPs.

7S Prabhat Patnaik (2007), “A Model of Growth of fhentemporary Indian EconomyEconomic and Political
Weekly June 2 2007.

8 |bid and Agarwal, Pawan (2006b), “Higher Educatiolicy: Many ContradictionsEconomic and Political
Weekly November 11, 2006 pp4645-4648
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A systemic integration of different components &f\MPs into a broader development
strategy is urgently required and a lot more caegdetween different levels and agencies
of governance (e.g., centre, state and the locakrgments), and between different
ministries both at the level of conceptualizatienveell as implementation. Also, the need
for appropriate and effective institutions has beenongoing challenge for the policy
makers and the democratic processes, and one hHugesolicy makers do not shy away
from confronting these challenges head on.
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Appendix 1: Measures of Employment and Unemploymen  t

(i) Usual Principle Status (UPS): A person is counted as being in the labour madee

on UPS basis if he or she was engaged in econartiigtya (work) or was seeking or was
available for work for the major part of the preicgd365 days. Those classified as being in
the labour force on this basis are further clasgdifis employed or unemployed depending
on whether the majority of the days were spentdanemic activity or in seeking/being
available for work.

(i) Usual Principal and Subsidiary Status (UPPS): This provides more inclusive
measure covering, in addition, the participationeconomic activity on a more or less
regular basis of those classified as unemployetherUPS basis as well as those classified
as being outside of labour force on the same wmiterThis would result in a larger
proportion of the population in the labour forcethahigher proportion of workers and
lower unemployment rates relative to the UPS déater

(i) Current Weekly Status (CWS): The reference period here is the week, i.e., thays
before the interview. A person is counted as engdoyf he or she was engaged in
economic activity for at least 1 hour on any dayimy the reference week. A person not
engaged in economic activity even for 1 hour on day but seeking or available for work
during the reference week is classified as unengaloyfo the extent that employment
varies seasonally over the year, the labour foscgggpation rates on the CWS basis would
tend to be lower. However, reflecting the unempleginduring current week of those
classified as being employed on the UPS (and th@S)Rriterion, the CWS employment
rates would tend to be higher. The difference betwe unemployment rates on the CWS
and the UPS basis provide one measure of seaswgraiployment.

(iv) Currently Daily Status (CDS): On the basis of the reported time dispositionhaf t
person on each day of the reference week (in lalfechits for the various activities in a
day), person-days in employment or unemploymentggeegated to generate estimates of
person-days in employment or unemployment. Thegpeday unemployment rate is the
ratio of person-days in the labour force (i.e.,spardays in employment plus person-days
in unemployment). This measure captures the witeek unemployment of those
classified as employed on the CWS ba#tiss widely agreed that the CDS measure of
unemployment most fully captures open unemployiméimé Economy.

Source: Anant, T.C et al (2006) citing Planning Commiss{afa01).
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Appendix 2: Different Types of Employment

Self-employed in household enterprise: A person who operate their won farm or
nonfarm enterprises or are engaged independentdy fmofession or trade on own-
account or with one or few partners. The essefg#lre of self-employment is that the
remuneration is determined wholly or mainly by sate profits of the goods and
services produced. In the “putting out” system, kghgart of a job is done in different
household enterprises, persons are consideredrsglyed if they have some tangible
or intangible means of production, they work in aenterprise, and the fee or
remuneration consists of two parts, namely, theesb&their labour and the profit of
the enterprises. Self-employed persons may beducdtegorized as follows:

Own-account workers: Self-employed persons who operate enterprises @n dkvn
account or with one or a few partners and who duite reference period by and large
run the enterprise without hiring any labour. Thesy, however, have unpaid helpers
to assist them in the activity of the enterprise.

Employers. Self-employed persons who work on their own accauntith one or a
few partners and by and large run their enterfmyskiring labour.

Helpers in household enterprise:  Self-employed persons, mostly family members,
who keep themselves engaged in household enespusrking full or part-time, and
do not receive a regular salary or wages in refiornhe work performed. They do not
run the household enterprise on their own but tagisés related person living in the
same household in running the enterprise.

Regular salaried/wage employee: Persons working in others’ farm or nonfarm
enterprises (both household and non-household)gatithg in return salary or wages
on a regular basis (and not on the basis of dailyeoiodic renewal of work contract).

This category includes not only persons gettingetmased wage bit also persons
receiving piece wage or salary, and paid apprestioeth full-time and part-time.

Casual Wage labour: A person casually engaged in others’ farm or nenfar
enterprises (both household and non-householdpatiithg in return wages according
to the terms of the daily or periodic work contract

Source: NSSO (1996).
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Appendix 3: A Profile of Major Employment Generatio n
Programmes in Rural India

NREP: NREP was a centrally sponsored wage employmergframme started as a part of
Sixth Five year plan and continued through the B#wv@lan on a 50 : 50 sharing basis
between the Centre and the States. The entitleofegdich State to the Central fund was
based on the incidence of poverty, and the pojuati agricultural labourers, marginal
farmers and marginal workers with 50 per cent wieigl to each. An evaluation of NREP
revealed that several types of assets were creatdd?24.6 per cent expenditure on rural
roads and 19.1 per cent on social forestry. Cootstiu was a main activity with 11.9 per
cent on schools, 12.1 per cent on houses and 6.dnpganchayat ghars; 6.5 per cent was
directed to minor irrigation and 3.3 per cent tdlsvéor drinking watef’. On April 1 1989,

it was merged into Jawahar Rojgar Yojana (JRY)

RLEGP: Introduced in 1983, this was a 100 per cent @d#gtfinanced programme with
objectives and stipulations quite similar to tho§& REP. However, it was limited only to
the landless, with guaranteed employment of 10&.dslpreover, there was an earmarked
fund to the tune of 25 per cent for social foresiy per cent for works benefitting only the
Scheduled Castes/Scheduled Tribes and 20 per oenhdusing under Indira Awaas
Yojana. In the Seventh Plan, Rs. 24120 million warent and 1150 million mandays were
generated with an average expenditure of Rs. 2de@0nanday. Under the scheme, over
0.5 million houses were created for SC/ST and ftewdled labourers. The programme had
substantially met its targets for rural road cotinédg as well.

IRDP: It was launched as a pilot project in 1978-79 amd extended to cover the entire
country in 1980-81. It was a combination of prommgli asset endowment and self
employment through credit provisioning. Its asses#nat the end of the Sixth Plan period
revealed several shortcomin§sAlthough IRDP was quite successful in terms a@iviting
incremental income to poor families, the numbehofiseholds able to cross the poverty
line was relatively small. The Eighth Plan documdrighlighted that such poor
performance of IRDP may be, partly due to the lewels of initial investment. On the
other hand, it was also difficult to expect bankkgdise the per capita loan assistance to
beneficiaries, given the excessive overdues pendimgrder to enhance the economic
returns from an asset, it was necessary to inedgingg scheme with the development plans
of an area so that select activities become Viable

MWS: The Million Wells Scheme (MWS) was launched asub-scheme of the National
Rural Employment Programme (NREP) and the Ruraldlems Employment Guarantee
Programme (RLEGP) during the year 1988-89. Afterrterger of the two programmes in
April 1989 into the Jawahar Rozgar Yojana (JRY®, MiWS continued as a sub-scheme of
JRY till December 1995. The MWS was delinked frdRYJand made into an independent
scheme with effect from 1.1.1996. It ceased totdrisn 1999 onwards. During the Ninth
Plan period, several anti-poverty Programmes waesstructured. Self Employment
Programmes were also revamped by merging the hitdyr Rural Development
Programme (IRDP), the Development of Women anddtéml in Rural Areas (DWCRA),

" Eighth Five Year Plan Volume-Il Chapter-2
8 ibid

" ibid
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the Supply of Improved Tool-Kits to Rural Artisa(&ITRA), the Training of Rural Youth
for Self Employment (TRYSEM), the Ganga Kalyan ¥Y@a(GKY) and the Million Wells
Scheme (MWS) into a holistic self-employment scheoatled Swarnjayanti Gram
Swarozgar Yojana (SGSY).

JRY: In February 1989, the government launched Jawalh&lehru Rojgar Yojana
(JNRY) for providing intensive employment in 120ckavard districts. In April 1989, the
earstwhile existing schemes like NREP, RLEGP eteweerged into the programme and a
new programme Jawahar Rojgar Yojana (JRY was fatedl In March 1999, it was again
restructured and renamed as Jawahar Gram Samridfand (JGSY). This wage
employment programme no longer exists now andhallvwage employment programmes
are now clubbed under NREGP.

EAS. EAS was launched with an objective of providimgkilled manual work on demand
to two members of a rural family in the age grofii®to 60 years in the agricultural lean
seasons. During 1996-97 and 1999-2000, EAS wastaldeeate 1533.7 million mandays
of employment.

TRYSEM: TRYSEM was introduced in 1979 to provide techhstalls and to upgrade the
traditional skills of rural youth belonging to fdies below the poverty line, Its aim was to
enable the rural youth to take up self- employnvemtures in different spheres across
sectors by giving them assistance under IRDP. Latdr987 the scope of the programme
was enlarged to include wage employment also ftrdined beneficiaries. During the
Seventh Plan about 1 million youth were trainedeuricRY SEM, of which 47 per cent

took up self- employment and 12 per cent wage eynpdmt. The remaining 41 per cent
could not avail of either. On the other hand, aalite proportion of IRDP beneficiaries
who needed training could not receive it. In facty 6 to 7 per cent of IRDP beneficiaries
were trained under TRYSEM. During 1990-91 the nunadfe/outh trained were 0.26
million, of which 70 per cent got employed. In A@b99, TRYSEM was merged with
SGSY

SGRY: The Sampoorna Grameen Rozgar Yojana, launchedefiébt from September 25,
2001 to provide wage employment in the rural ardess a cash and food grains
component. The cash-component of SGRY is funded simaring basis between centre and
states, while foodgrains are provided free of toghe States and UTs. In 2005-06, 821.8
million persondays of employment were generateth tie Centre releasing Rs. 54974.3
million as cash component and about 3.7 milliom&mof food grains to the States/UTs.
Besides, under the special component of the SGRiH, the States/UTs meeting the cash
component, Centre released 1.56 million tonne®od fgrains to the 11 calamity affected
States. In 2006-07, up to October 31, 2006, thebeunof person-days of employment
generated under SGRY was 184.1 million while that@es contributions in terms of cash
and food grains component up to December 31, 208& \Rs. 2,7620 million and 1.67
million tonnes, respectively. Under the special ponent, about 0.44 million tonnes of
food grains have been released to calamity-hiteStat the current year up to December
2006.The SGRY is implemented in two streams. First streaimplemented at the district
and intermediate panchayat levels and the secoednstis implemented at the village
panchayat level. The basic objective of the firstaam would be to provide additional wage
employment, while the second stream would primagiiy at creation of need-based rural
infrastructure.

NFFWP: In line with the National Common Minimum Programwfethe ruling coalition

at the centre, namely the United Progressive AtkafUPA), National Food for Work
Programme was launched on November 14, 2004 inmi&&t backward districts of the
country with the objective to intensify the generatof supplementary wage employment.
The programme is open to all rural poor who aneded of wage employment and desire to
do manual unskilled work. It is implemented as @ pér cent centrally sponsored scheme
and the food grains are provided to States freeosf. However, the transportation cost,
handling charges and taxes on foodgrains are gponsibility of the States. The collector
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is the nodal officer at the district level and hhs overall responsibility of planning,
implementation, coordination, monitoring and supgon. The focus of the programme is
on works relating to water conservation, droughiofing (including aforestation /tree
plantation), land development, flood-control/prditee (including drainage in waterlogged
areas), and rural connectivity in terms of all-vireatroads. In 2004-05, allocation of Rs
20200 million and 2 million tonnes of foodgrainsngeated 78.5 million persondays of
employment. In 2005-06, of the allocation of Rs @®0nillion and 1.5 million tonnes of
food grains (Revised), Rs.22190 million and 1.1@iom metric tonnes of foodgrains had
been released up to January 27, 2006. About 1libmpersondays were generated up to
December 2005. Both of these programmes, that &RYS and NFFWP have been
subsumed with National Rural Employment Guarantegrammes.

Source: The text in this box is taken from diffarEive Year Plan documents of the Government of
India and the purpose of this box is to provideriaftoverview of major employment programmes
launched by successive governments at the cemite $980; as discussed above, these have either
been subsumed in new programmes or no longer ategxie.
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