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Abstract:

Unemployment is a situation when a person actively searches for a job and
is unable to find work. Unemployment indicates the health of the
economy. The unemployment rate is the number of people unemployed
divided by the working population or people working under labour force.
In addition to the very long durations of unemployment, the
preponderance of casual wage employment and self-employment in
developing countries including India implies that these economies are also
likely to have unemployment spells for very short durations of time.
Unemployment in India, both in terms of magnitude and severity, indeed
poses a formidable challenge. The National Sample Survey Office (NSSO) is
the key governmental agency in India at the national and state levels to
study employment, unemployment and unemployment rates through
sample surveys. Mobilization of resources, accelerated growth, selective
pattern of investment, proper choice of techniques, appropriate spectrum
of economic activities in rural and urban areas with due consideration to
the capital-employment ratios and the availability of complementary
factors of production suggest the multipronged approach required to tackle
the problem. For instance, construction activity has large employment
potential and is needed in the villages so far as the creation of temporary
employment is concerned. Therefore, from the production as well as
employment point of view, the construction activity must be given top
priority. This communication deals with the existing literature on
unemployment spells in developing countries by documenting the features
of both relatively short as well as long duration unemployment spells in

India.
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1.Introduction

Unemployment is the condition of individual who is capable of working, actively
seeking work, but unable to find any work [1]. It is important to note that to be considered
unemployed a person must be an active member of the labour force and in search of
remunerative work. Underemployment is the term used to designate the situation of those
who are able to find employment only for shorter than normal period’s part-time workers,
seasonal workers, or day or casual workers. The term may also describe the condition of
workers whose education or training makes them overqualified for their jobs. Statistics on
unemployment are collected and analyzed by government labour offices in most countries
and have come to be considered a chief indicator of economic health [2]. Trends in
unemployment and statistical differences among groups in the population are studied for
what they may reveal of general economic trends and as bases for possible governmental
action at global level [3]. National Sample Survey Organization (NSSO) defines employment
and unemployment on the following activity statuses of an individual.

Unemployment rate = (Unemployed Workers / Total labour force) x 100
NSSO, an organization under MoSPI - Ministry of Statistics and Programme

Implementation measures India’s unemployment on three approaches [4]:

1. Daily Status Approach: unemployment status of a person under this approach is
measured for each day in a reference week. A person having no gainful work even for
one hour in a day is described as unemployed for that day.

2. Weekly Status Approach: This approach highlights the record of those persons who
did not have gainful work or were unemployed even for an hour on any day of the
week preceding the date of the survey.

3. Usual Status Approach: This gives the estimates of those persons who were

unemployed or had no gainful work for a major time during the 365 days.
2. Types of Unemployment in India
In India, there are seven types of unemployment which are discussed below:

a. Disguised Unemployment: This is a type of unemployment where people employed
are more than actually needed [5]. Disguised unemployment is generally traced in
unorganized sectors or the agricultural sectors.

b. Structural Unemployment: This unemployment arises when there is a mismatch
between the worker’s skills and availability of jobs in the market. Many people in
India do not get job matching to their skills or due to lack of required skills they do
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not get jobs and because of poor education level, it becomes important to provide
them related training [6].

Seasonal Unemployment: That situation of unemployment when people do not have
work during certain seasons of the year such as labourers in India rarely have
occupation throughout the year [6].

Vulnerable Unemployment: People are deemed unemployed under this
unemployment. People are employed but informally i.e. without proper job contracts
and thus records of their work are never maintained. It is one of the main types of
unemployment in India [7].

Technological Unemployment: The situation when people lose their jobs due to
advancement in technologies. In 2016, the data of the World Bank predicted that the
proportion of jobs threatened by automation in India is 69% year-on-year [7].
Cyclical Unemployment: Unemployment caused due to the business cycle, where the
number of unemployed heads rises during recessions and declines with the growth of
the economy. Cyclical unemployment figures in India are negligible [8].

Frictional Unemployment: This is a situation when people are unemployed for a
short span of time while searching for a new job or switching between jobs. Frictional
Unemployment also called Search Unemployment is the time lag between the jobs.
Frictional unemployment is considered as voluntary unemployment because the
reason for unemployment is not a shortage of jobs, but in fact, the workers

themselves quit their jobs in search of better opportunities [8].

Causes of Unemployment in India

The major causes of unemployment in India are as mentioned below:

Large population [9].

Lack of vocational skills or low educational levels of the working population.
Labour-intensive sectors suffering from the slowdown in private investment
particularly after demonetization

The low productivity in the agriculture sector plus the lack of alternative
opportunities for agricultural workers that makes transition among the three sectors
difficult.

Legal complexities, inadequate state support, low infrastructural, financial and
market linkages to small businesses making such enterprises unviable with cost and

compliance overruns.
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e Inadequate growth of infrastructure and low investments in the manufacturing

sector, hence restricting the employment potential of the secondary sector.

e The huge workforce of the country is associated with the informal sector because of a

lack of required education or skills, and this data is not captured in employment

statistics.

e The main cause of structural unemployment is the education provided in schools and

colleges are not as per the current requirements of the industries.

e Regressive social norms that deter women from taking/continuing employment [10].

4. Basic Patterns and Trends of Unemployment

The incidence of unemployment for the entire week is higher in urban areas than in

rural areas, with the incidence being highest among urban females. Between 2018 and

2022, there has been an increase in unemployment in rural areas, the increase being

sharper for females than males, while the unemployment in urban areas has reduced for

both males and females [11]. As mentioned above, those unemployed on all seven days of

the week are further classified in the NSS into eight groups based upon the duration of

their current/in progress spell from exactly one week to more than a year. In terms of

gender-wise differences, the Eastern and Southern regions of India have markedly higher

incidence of unemployment among females as compared to males. Consistent with the

all-India pattern, the share of those unemployed for longer-durations is higher in urban

areas than in rural areas across all the regions. It is not clear that any discernible patterns

with respect to the regional representation of those unemployed for shorter durations of

two months or less.

In India, the unemployment rate is estimated by directly interviewing a large sample

of randomly selected households [12]. Centre for Monitoring Indian Economy Consumer

Pyramids panel of households includes over 174,405 households including over 522,000

members who are over 15 years old. A summarized unemployment in India (2018 -

2022) is given below [13]:

Frequenc
Actual Previous Highest | Lowest | Years Unit y
7.80 7.60 23.50 6.50 2018 - 2022 | percent | Monthly

The following graph shows the unemployment rate in India from July 2021 to April 2022
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Fig 1. Unemployment rate from July 2021 to April 2022

Particulars Last Previous Unit Reference

Unemployment Rate 7.80 7.60 percent | Apr 2022

5. Removal remedies of Unemployment

Several policies have been initiated by the government to reduce the unemployment

problem in the economy [14]. The policies to reduce unemployment are highlighted

below:

In 1979 the government launched TRYSEM - Training of Rural Youth for Self-
Employment The objective of this scheme was to help unemployed youth of rural
areas aged between 18 and 35 years to acquire skills for self-employment. The
priority under this scheme was given to women and youth belonging to SC/ST
category.

The Government launched the IRDP — Integrated Rural Development Programme
(IRDP) in the year 1980 to create full employment opportunities in rural areas.

A new initiative was tried namely RSETI/RUDSETI in 1982 jointly by Sri
Dharmasthala Manjunatheshwara Educational Trust, Canara Bank and Syndicate
Bank. The aim of RUDSETI, the acronym of Rural Development And Self
Employment Training Institute was to mitigate the unemployment problem among
the youth. Rural Self Employment Training Institutes/ RSETIs are now managed by
Banks with active cooperation from the state and central Government.

The Jawahar Rozgar Yojana (JRY) was started in April 1989 by merging the two

existing wage employment programme i.e. RLEGP — Rural Landless Employment

© 2022 by The Author(s). ISSN: 1307-1637 International journal of economic perspectives is licensed under a
Creative Commons Attribution 4.0 International License.

Corresponding author: Dr. R. Shashi Kumar

Submitted: 27 March 2022, Revised: 09 April 2022, Accepted: 18 May 2022, Published: July 2022

147


https://tradingeconomics.com/india/unemployment-rate

Dr. R. Shashi Kumar (July 2022). Unemployment in India: Causes, Trends and Remedies

International Journal of Economic Perspectives,16(7),143-151

Retrieved from https://ijeponline.org/index.php/journal
Guarantee Programme and NREP — National Rural Employment Programme on an
80:20 cost-sharing basis between the state and centre.

e MNREGA — Mahatma Gandhi National Rural Employment Guarantee Act launched
in 2005 providing the right to work to people. An employment scheme of MGNREGA
aimed to provide social security by guaranteeing a minimum of 100 days paid work
per year to all the families whose adult members opt for unskilled labour-intensive
work. For details on MNREGA check the link provided.

e PMKVY - Pradhan Mantri Kaushal Vikas Yojana was launched in 2015. The objective
of PMKVY was to enable the youth of the country to take up industry-relevant skill
training in order to acquire a secured better livelihood. For further details
on Pradhan Mantri Kushal Vikas Yojana check the given link.

e The government launched the Start-Up India Scheme in 2016. The aim of Startup
India programmes was to develop an ecosystem that nurtures and promotes
entrepreneurship across the nation. Check detailed information on Startup India
Scheme in the given link.

e Stand Up India Scheme also launched in 2016 aimed to facilitate bank loans to
women and SC/ST borrowers between Rs 10 lakh and Rs. 1 crore for setting up a
Greenfield enterprise.

e National Skill Development Mission was set up in November 2014 to drive the ‘Skill
India’ agenda in a ‘Mission Mode’ in order to converge the existing skill training
initiatives and combine scale and quality of skilling efforts, with speed. Check

the National Skill Development Mission in detail.

Like the above-mentioned schemes, there are various other schemes launched by the
Government of India in order to address the social and economic welfare of the citizens and
the nation [15].

Beside Government policies, there are so many ways to reduce the unemployment problem.

Some of the significant steps that should be taken into consideration are as follows [16]:

» There are number of labour intensive manufacturing sectors in India such as food
processing, leather and footwear, wood manufacturers and furniture, textiles and
apparel and garments. Special packages, individually designed for each industry are

needed to create jobs.

»= Public investment in sectors like health, education, police and judiciary can create

many government jobs.
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Decentralization of Industrial activities is necessary so that people of every region get

employment.

Development of the rural areas will help mitigate the migration of the rural people to

the urban areas thus decreasing the pressure on the urban area jobs [17].

Entrepreneurs generate employments to many in a country; therefore government

needs to encourage entrepreneurship among the youth.

Concrete measures aimed at removing the social barriers for women’s entry and their

continuous participation in the job market is needed.

Government needs to keep a strict watch on the education system and should try to

implement new ways to generate skilled labour force.

Effective implementation of present programs like Make in India, Skill India, Start up
and Stand-Up India.

There is a need for National Employment Policy (NEP) that would encompass a set of
multidimensional interventions covering a whole range of social and economic issues
affecting many policy spheres and not just the areas of labour and employment [18].
The policy would be a critical tool to contribute significantly to achieve the goals of the

2030 Agenda for Sustainable Development.

6. Conclusion

Unemployment in India has traditionally focused on summary indicators such as the
unemployment rate, measured through various approaches provided by the National
Sample Surveys (NSS): the Usual Principal Status (UPS), Usual Principal and Subsidiary
Status (UPSS), Current Weekly Status (CWS), and Current Daily Status (CDS). Some of
the features that this literature has highlighted include the following: as per the UPS,
unemployment rate is small and stable, it is higher for the younger sections of the
population, and the level of education is higher and poverty is lower among the
unemployed as compared to the employed Employment generation has been seen as
imperative for tackling India’s poverty and for effectively leveraging the expected rise in
the country’s share of working age population referred to as the ‘demographic dividend’
an issue that has attracted global attention. The employment scenario in recent years has
shown some encouraging indications. Estimates of employment generated in the
terminal year of the Sixth Plan show an excess over the targets for the year in India. On
the industrial front, many fiscal incentives etc. are being discussed and given. They will

certainly help to eradicate the unemployment. Some of the industries like cash crops,
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plantation, food grains, mining, ceramics, glassware, brick making etc. are most
employment intensive industries. Though some of the industries create very little
employment within themselves, yet through the purchases they make from other
industries, they are very employment intensive. So, such industries should be given fiscal
incentives to develop their working, resulting thereby the increase in the employment.
The third area of policy is science and technology, with the help of which intensiveness of
employment can be improved considerably. But technology should be such that
productivity is not low and employment generated is also not low. We can either get
more employment by changing the ratio of investment in favour of whatever is more
labour-intensive or within each sector we choose the more labor-intensive technology.
First policy is the policy of product-mix which is more labour-intensive. Second policy is
the policy of technology-mix within each industry, such as we get a little more

employment in developing countries including India.

References:

1. National Sample Survey Office (NSSO) (1999) “Key Results on Employment and
Unemployment, 1993-1994” Revised Report No. 406. New Delhi: Government of

India.

2. International Labour Organization (ILO) (2014a) “Global Employment Trends 2013:

Recovering from a Second Jobs Dip”. Geneva: ILO.

3. International Labour Organization (ILO) (2014b) “Global Employment Trends for
Youth 2013: A Generation at Risk”. Geneva: ILO.

4. Sharma, P., (2018) “The Nature of approaches of Unemployment among Young Men

in Urban India”, Review of Development Economics, Vol. 11, No 1, pp 170-186.

5. National Sample Survey Office (NSSO) (2017) “Employment and Unemployment
Situation in India, 2004-05, Parts I & II” Report No. 515 (61/10/1). New Delhi:

Government of India.

6. National Sample Survey Office (NSSO) (2015) “Employment and Unemployment
Situation in India, 2009-10” Report No. 537 (66/10/1). New Delhi: Government of

India.

7. National Sample Survey Office (NSSO) (2019) “Employment and Unemployment

Situation in India” Report No. 554 (68/10/1). New Delhi: Government of India.

© 2022 by The Author(s). ISSN: 1307-1637 International journal of economic perspectives is licensed under a
Creative Commons Attribution 4.0 International License.
Corresponding author: Dr. R. Shashi Kumar
Submitted: 27 March 2022, Revised: 09 April 2022, Accepted: 18 May 2022, Published: July 2022
150



Dr. R. Shashi Kumar (July 2022). Unemployment in India: Causes, Trends and Remedies

International Journal of Economic Perspectives,16(7),143-151
Retrieved from https://ijeponline.org/index.php/journal

8.

10.

11.

12.

13.

14.

15.

16.

17.

18.

Dendir, S., (2018) “Unemployment Duration in Poor Developing Economies:
Evidence from Urban Ethiopia”, The Journal of Developing Areas, Vol. 40, No 1, pp

181-201.

Dickens, W.T. and K. Lang (1998) “Large population, the main cause of
unemployment in India ”, Journal of Development Studies, Vol. 31, No 4, pp 620-
636.

The Economist (2020) “Angry Young Indians: What a Waste’ & ‘India’s Demographic
Challenge: Wasting Time”, May 11.

Abhishek Shaw (2013). "Employment Trends in India: An Overview of NSSO's 68th
Round". Economic and Political Weekly. 48 (42): 23—25. JSTOR 23528568.

Ghose, A. K. (2017). “India Employment Report 2017: Challenges and the Imperative
of Manufacturing-Led Growth.” OUP Catalogue.

Government of India (2020) Economic Survey 2012-13. New Delhi: Govt. of India.

Raj Krishna (2013). Government initiatives to reduce Unemployment in

India". Economic and Political Weekly. 8 (9): 475—484. JSTOR 4362385.

World Bank (2010), India’s Employment Challenge — Creating Jobs, Helping
Workers, New Delhi: Oxford University Press, ISBN 978-0-19-806351-3, page 41-43.

Krueger, Alan B. and Andreas Mueller (2015) “Job Search, Emotional Well-Being,
and Job Finding in a Period of Mass Unemployment: Evidence from High-Frequency

Longitudinal Data”, Brookings Papers on Economic Activity Spring 2011, pp 1-57.

Rama, M., (2013) “The Indian Unemployment Problem Revisited”, Review of

Development Economics, Vol. 7, No 3, pp 510-525.

Bhalotra, Sonia R. (2018). “National Employment Policy in Employment Growth in
Indian Manufacturing". Oxford Bulletin of Economics and Statistics. Wiley. 60 (1):
5—32. Doi: 10.1111/1468-0084.00084.

© 2022 by The Author(s). ISSN: 1307-1637 International journal of economic perspectives is licensed under a
Creative Commons Attribution 4.0 International License.

Corresponding author: Dr. R. Shashi Kumar

Submitted: 27 March 2022, Revised: 09 April 2022, Accepted: 18 May 2022, Published: July 2022

151


https://en.wikipedia.org/wiki/JSTOR_(identifier)
https://www.jstor.org/stable/23528568
https://en.wikipedia.org/wiki/JSTOR_(identifier)
https://www.jstor.org/stable/4362385
http://documents.worldbank.org/curated/en/895771468049184625/Indias-employment-challenge-creating-jobs-helping-workers
http://documents.worldbank.org/curated/en/895771468049184625/Indias-employment-challenge-creating-jobs-helping-workers
https://en.wikipedia.org/wiki/ISBN_(identifier)
https://en.wikipedia.org/wiki/Special:BookSources/978-0-19-806351-3
https://en.wikipedia.org/wiki/Doi_(identifier)
https://doi.org/10.1111%2F1468-0084.00084

