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10.1 : UNEMPLOYMENT AND LABOUR REFORMS
Unemployment is a situation in which individuals
are ready & willing to work at the prevailing rate
of wages but are not able to get work.
NSSO defines unemployment as a situation in which
all those, owing to lack of work, are not working
but either seek work & express their willingness or
availability for work under the prevailing condition of
work and remuneration.
Labour Force: It consists of the people aged 15 and
up to 59 years (working age population), who are
employed and unemployed (people who don’t have
jobs but are looking for work) and those who are in
this age group but not looking for work (like students,
housewives or even people who do not want to work).
People below 15 years and above 59 years are
dependents and are not part of labour force or
working age population.
The labour force participation rate (LFPR) is calculated
by dividing number of employed and unemployed people
by total number of people in labour force.
LFPR = (Number of employed people + Number of
unemployed people) / Total working age population
(labour force)
Work Force: That part of the labour force which
is employed.
Employment elasticity: percentage change in
employment induced by changes in G.D.P. Hence,
elasticity of employment seeks to capture the
responsiveness of the labour market to changes
in macroeconomic conditions as represented by
G.D.P growth.
Employment Rate: Ratio of number employed
people to (number of employed people + number of
unemployed people)
Unemployment Rate: Ratio of the number of
unemployed people to that of the number of employed
people and number of unemployed people.

Types of Unemployment
Cyclical Unemployment: It comes around due to
the business cycle itself. It increases during periods
of recession/slowdown and falls during periods of
economic growth
Because of the slowdown in 2019-20, many people
lost their job in the automobile sector.

Frictional
Unemployment:
This
kind
of
unemployment occurs when a person leaves/loses a
job and starts looking for another one. This search
for a job may take a considerable amount of time
resulting in frictional unemployment.
Seasonal
Unemployment:
This
kind
of
unemployment is expected to occur at certain
parts of the year. For example, the people at hill
stations may experience seasonal unemployment
during the winter months because less people will
visit these areas during this time. Another case could
be the seasonal unemployment in agriculture.
Structural
Unemployment:
This
kind
of
unemployment happens when the structure of an
economy changes. It essentially occurs because
there exists a mismatch of skills between the skills
of the unemployed and skills needed for the job. E.g.
when computers came, the people who worked on
typewriters became unemployed.
Underemployment: This term can be used in
multiple connotations but one of the major usages
is to showcase a situation where a person with high
skills works in a low wage and low skills job.eg a Post
graduate scholar working as a peon.
Disguised Unemployment: It occurs when people
are employed in a job where their presence or
absence does not make any difference to the output
of the economy. It is a special kind of case. Here
people are apparently employed but their marginal
product is zero (contribution to production is nil).
Marginal product here refers to the produce added
to the existing production due to addition of a new
employee/ worker. e.g. if 4 persons are employed in
a factory and they produce 17 units and a fifth person
is added and the production increases to 19 units,
the additional 2 units is marginal product. Here, we
can consider the fifth person as employed. If there
is no increase in production, the marginal product is
zero and he is disguisedly unemployed. Even if he is
removed from the activity, there will be no decline in
production.
Such type of unemployment is quite common in the
agricultural sector in India. Because of the large
families in the rural areas several people work on
farms and at times, the work of 2-3 people is done

by 4-5 people because otherwise it would result in
unemployment. But in reality this is nothing but a
case of disguised unemployment.
Voluntary Unemployment: One is classified as
voluntary unemployed, if he or she is not employed
and is not willing to join the workforce. It is mostly
because people choose not to work below a certain
income level after ‘investing’ in education. There has
been a dramatic rise of voluntary unemployment
across the country.
Open unemployment: This refers to a situation when
there are some workers who have absolutely no work
to do. They are willing to work at the prevailing wage
rate, but they are forced to remain unemployed in the
absence of work. These workers are completely idle.
Such unemployment is clearly visible as the number
of such persons can be clearly counted and therefore
it is known as open unemployment.

Reasons for Unemployment
1.

2.

3.
4.

Defective education system – Failing
education system that creates thousands of
unemployable graduates. Aspiring minds latest
National Employability Report reveals that there
is no massive progress on the employability on
Indian engineers as over 80 percent continue to
be unemployable (lack skills to get employment.
The skills which they possess are different from
what is demanded or required by the industry).
Slow economic growth– It leads to inadequate
job creation (the non-farm sector e.g.
manufacturing sector needs to be encouraged
as land is limited and can create only limited jobs
and also agriculture is seasonal).
Lack of infrastructural development which
creates job and facilitates job creation.
Rapid population growth – making large
additions in the labour force.

5.

6.
7.
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Inadequate employment planning by the
government in companies to the growth. For
ex–skilling missions were fragmented across
different ministries earlier.
Jobless Growth
Wrong growth strategy: focus on capital
intensive industry in highly populated country.

Consequences of Unemployment
1.

2.

3.

4.
5.
6.

Unrest in population–especially youth. The
jat reservation stir in Haryana is a visible
manifestation in violent form of the problem
of unemployment. Similarly other locality
dominant communities like Patels in Gujarat,
Kapu community in Andhra Pradesh, Gujjar in
Rajasthan are also demanding reservations in
employment. It also increases crime. It also leads
to moral degeneration as a person with empty
stomach is likely to develop various types of moral
vices like corruption gambling, crime, etc.
Low economic growth than potential–The
human capital of a nation is not utilized if
unemployment rate is high. It represents wastage
of production resources. It turns the people who
are an asset into a liability.
Vicious cycle of poverty – as people are not
able to afford the basic necessities of life. It also
reduces the demand of goods which in turn
affects other sectors of the economy as well.
Lower social indicators & increase in burden
on government–due to reduced spending on
health and education by people.
Over-crowding for a post – For example for a
peon post, tens of thousands of applications come
including application of Phd scholars.
Leads to inequalities of income – Unemployment
adds to the number of people below poverty line
and during the period of mass unemployment, the
extent of poverty and inequalities of income tend to
increase.

Organized and Unorganized Sectors
Sectors of economy are majorly divided into three categories: primary, secondary and tertiary. Based
on the employment conditions, these are further classified as organized and unorganized sectors.
S. No.
1.

2.
3.
4.

Organised sector
The enterprises or places of work where the terms of
employment are regular and therefore, people have
assured work. They are registered by the government
and have to follow its rules and regulations which
are given in various laws such as the Factories Act.
Minimum Wages Act. Payment of Gratuity Act, Shops
and Establishments Act etc.
Workers enjoy security employment.
They work only fixed number of hours. If they work more
they get paid more.
Worker enjoy benefits like paid leave, Provident fund
and medical benefits.

Unorganised sector
There enterprises or places of work are
not registered by the government and
does not follow any rules or regulations.
There are not terms of employment.

Workers do not enjoy security of employment.
There is no fixed number of hours.
Workers do not enjoy and benefits.

Organized sector: The sector that is registered with
the government is called an organized sector. In this
sector, the employment terms are fixed and regular
and employees have assured work. A number of acts
apply to enterprises covered under the organized
sector. This sector is governed by various acts such as
Factories Act, Bonus Act, Provident Fund Act, Minimum
Wages Act, etc. Usually monthly salary is given.

Benefits of being in the organized formal sector
•
•

Workforce gets regular income
Government, through its labour laws, enables them
to protect their rights in various ways
•
This section of the workforce has trade unions
and has the ability to bargain with employers
for better wages and other working conditions,
etc.
•
The employees enjoy social security benefits
•
Earn more than those in the informal sector.
Wages are, on average, more than 20 times
higher in the formal sector.
Formal sector jobs also score better on some non
pecuniary grounds. For example, they allow workers
to build employment history which is important for
gaining access to cheaper formal credit.

Unorganized sector
The sector that is not registered with the
government and whose terms of employment
are not fixed and regular is considered an
unorganized sector. In this sector, no government
rules and regulations are followed. The sector that
comprises small-scale terms enterprises or units
which are not registered with the government. It
is not governed by any act. Here remuneration
is mostly in daily wages.
Indian Context: Nearly 93% of the Indian workforce
is in the unorganized sector and only 7% is in the
organized sector. Almost all the workforce in the
primary sector is part of the unorganized sector. The
unorganized sector is not covered of any various
laws and thus lacks bare minimum social security
benefits such as pension, insurance, etc.
In India, unorganized (informal) employment
constitutes a large share of employment and there
is growth of informal employment in the organized
sector as well (through contract labour).The informal
employment within the organized sector increased
from 48% in 2004–05 to 54.6% in 2011-12.
The informal employment’s share in total employment
remained above 90% throughout this period.
The rate of employment growth in the organised
sector has been the fastest, and its share in the
total employment has risen from 8.9 per cent in
2004 to 14 per cent in 2017. The pace of growth
of the unorganised sector has moderated since
2011; its overall share in the economy has gone
up from 37.1 per cent in 2004 to 47.7 per cent in
2017.
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Contractual employment: The organised sector in
India is now preferring to employ workers without
a contract. Indeed, between 2011 and 2017, this
resulted in the organised sector coming to employ
more people without a contract.
The presence of a contract makes all the difference
when it comes to job security, minimum wages,
equal pay for equal work, safe working conditions,
etc. Without a contract, even a worker employed in
the organised sector would not have any means of
seeking recourse for any injustice.

ORGANISED SECTOR INCREASINGLY
PREFERS NON-CONTRACTUAL LABOUR
(ALL NUMBERS IN CRORE)
Sector

Without
Contract

With Contract

Unorganised

6.33

0.4

Organised

1.31

2.28

Unorganised

8.9

0.46

Organised

2.44

2.65

Unorganised

10.9

0.48

Organised

3.61

2.8

2004

2011

2017

Fig. 10.1.1

Firms (organised or unorganised) preferring noncontractual employment is bad news for India’s bid to
make the economy more formal. Firms are doing so
to cut the extra costs that come with complying with
inflexible and stringent labour laws.
The overall conclusion here is that the trend of
‘jobless growth’ that was till recently confined
largely, if not only, to the organised sector has
now spread to other sectors of the economy,
making it more generalised.
This calls for a thorough re-examination of the
missing linkages between growth and employment.

Employment Growth in India
If we see employment growth between 1989 and
2010, informal firms account for most employment
growth and nearly all the increase in the number of
establishments since 1989. Of the 10.5 million new
manufacturing jobs created between 1989 and 2010,
only 3.7 million – 35 percent were in the formal sector.
This pattern is even starker when looking at growth in
establishment counts: total establishment increased
by 4.2 million from 1989 – 2013, but the formal sector
accounted for 1.2 percent of this growth.
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Jobless Growth
India's job creation has lagged GDP growth
Employment in Hundred Thousands

GDP in Percentage

10

6

2

2009

'10

'11

'13

'12

'14

2015

Year
* Employment is based on quarterly survey of eight sectors including textiles and automohiles
Source: Ministry of Labour & Employment, Economic Survey
Fig.: 10.1.2

However trends seem somewhat different after
2000: Informal sector establishment counts flatten
as employment actually falls, while formal sector
employment picks up. This might be related to the
increasing use of contract labour.
Sixty years of planned development have been
aimed at expansion of the economy through increase
in national output and employment. During the period
1950–2010, Gross Domestic Product (GDP) of India
grew positively and was higher than the employment
growth. However, there was always fluctuation in the
growth of GDP. During this period, employment grew
at the rate of not more than 2 per cent.
In the late 1990s, employment growth started
declining and the gap between the growth of GDP
and employment further widened. This means that the
Indian economy, without generating employment,
was able to produce more goods and services.
This phenomenon is known as jobless growth.
Approx 51 % of India workers are self employed
with 54% in the rural areas and 41% in urban areas.
The majority of the so called self employed are in
this category of self employed not by choice but due
to lack of employment opportunities. In fact a large
number of poor belong to this category, who engage
themselves in petty, part time occupations because
industries and services are not able to absorb
them & substantial numbers of rural self employed
people also resort to casual labour work in order to
supplement their income.
Also female employees both in rural and urban
areas, receive less remuneration than their male
counterparts doing similar jobs. There has been an
increase in the number of casual labourer. They now

Bloomberg

constitute 30% of the workforce in the country.
93% of India’s total workforce is in the unorganized
sector and this situation hasn’t changed over the last
two decades. Unorganized workforce is denied the
benefit of minimum wages, health care, due leaves
and other benefits.
Thus the overall employment scenario in a country
is mixed after two decades of launching of the
liberalization process.

Jobless Growth
It is an economic phenomenon in which a
macroeconomic experiences growth while maintaining
or decreasing its level of employment. India faced
jobless growth from period 2004 -2005 to 2009-10.
The robust growth witnessed by India, has been mostly
associated with a rapid rise in labour productivity;
rather than an expansion in employment. The total
employment grew only by 0.1 per cent during 5 years till
2009-10 (from 457.9 million in 2004-05 to 458.4 million
in 2009-10), while labour productivity grew by more
than 34 per cent in total during this period.
Rather India has been facing jobless growth since
economic reforms were brought in early 1990s. The
mains reasons for this is
1. GDP growth arising out of services sector and
not from the labour intensive agriculture and
manufacturing sector.
2. Even the growth in the manufacturing sector is
coming from the capital intensive sectors such
as steel and automobile and not from the labour
intensive sectors.

3. In services sector also, the growth is
because of increase in efficiency and not
because of increase in employment.
4. Major reason for GDP growth is increase in profits
of the firms and there has not been a proportionate
increase in the salaries of the employees.
5. The skills possessed by Indian youth is different
from the skills required by the industry. Rather
most of Indian youth is unskilled and those
who are skilled, they are acquiring their skills
from the curriculum which is outdated and the
trainers are also not updated with the skills
currently required. Because of these reasons,
Indian youth remains unemployable. In these
circumstances, Indian corporates prefer capital
intensive production even though India is labour
surplus.

6.
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Archaic labour laws hinder investment in the
manufacturing sector. These labour laws are
50-70 years old and were enacted to protect
the interests of labourers. e.g. Under Industrial
Disputes Act, 1947, a firm which employs more
than 100 regular workers, can’t fire a single
employee without government permission. This
permission generally doesn’t come because it will
show the government in bad light (a government
which encourages unemployment). Hence, firms
keep the number of regular employees below
100 and for the other purposes, hire contractual
workers. Moreover, it discourages FDI in
manufacturing sector, as FDI would like to hire
a large number of workers, but the above act,
creates hurdles in the above. Hence, FDI doesn’t
come to India which results in less opportunities
in job creation.

Mains Model Answers by IAS Toppers
The nature of economic growth in India in recent times is often described as a jobless growth. Do you
agree with this view? Give arguments in favour of your answer. 
(2015 –200 words, 12.5 marks)
The fact that job creation has not matched with the labour force creation in the country, added by high
growth in the economy raises the debate of jobless growth.
Arguments substantiating jobless growth in the country are:
MSMEs which have highest labour intensity have not been doing well. They are either remaining small
to have fewer regulations or impacted by demonetisation or even by GST initially. This impacts low
skilled job creation
Services sector which has highest growth and highest share in GDP has not matched in employment
creation. Even the high skill jobs today are threatened by automation, artificial intelligence. etc., as per
a study by World Economic Forum which says over 2/3rds of jobs are threatened.
Manufacturing is not in a good shape, with stagnant growth rates. Even the industrial states like Tamil
Nadu and Maharashtra have been reporting almost nil job creation in manufacturing.
On the other hand, there is a situation of jobs available. But they are in the form of contract jobs, part
time jobs, etc. So even if jobs are accompanying growth, accompanied by poor employability, they are
resulting n disguised unemployment, underemployment, etc.
To address the concerns, there is a need to track job creation (unlike multiple sources of data in the
present) and stable, suitable jobs have to be created.

Self Employment
As per ILO, Self-employed workers are those
workers who, working on their own account or
with one or a few partners or in cooperative, hold
the type of jobs defined as a “self-employment
jobs.” and, in this capacity, have engaged, on a
continuous basis, one or more persons to work
for them as employee(s). Self-employment jobs
are the jobs where the remuneration is directly
dependent upon the profits derived from the goods
and services produced.

As per latest Periodic Labour Force Survey (PLFS)
report, self-employment between 2009-10 to 2017-18
among,
•
Rural men increased to 57.8% from 53.5%.
•
Rural women increased to 57.7% from 55.7 %.
•
Urban men decreased to 39.2% from 41.1%.
•
Urban women decreased to 34.7% from 41.1%.
In the urban areas, there is a decline in the percentage
of self-employed or casual labour due increase in the
percentage of people working on regular wage or
salary.

Factors contributing
employment in India
1.

2.

3.

to

growth

of

self-

Government schemes and policies: The
government has launched many schemes to
incentivize and promote self-employment in India
such as Pradhan Mantri Mudra Yojana (PMMY),
Pradhan Mantri Rojgar Protsahan Yojana, Skill
India Mission, etc.
Growth led by services industry: In the last
decade, although the economy grew steadily,
it was primarily led by services industry. This
growth led to the creation of many highly skilled
jobs. Without a parallel focus on improving
skill-level across the workforce, those with low
skills were left behind in the economic journey
India was undertaking. It was this portion of
the workforce which then turned towards selfemployment.
Underdeveloped macro-financial system in
India: low returns on bank deposits, risk related
to investments in stock market and real estate,
etc. force people to use their wealth for starting
their own business.

Issues related to self employment in India
1.

2.
3.

4.

5.

Dominated by agriculture: About 60% of selfemployed are engaged in agriculture which is
less productive and this share is significantly
higher in rural areas than urban ones.
Only a small fraction acts as job creators:
As the data reveals, only 4 % of India’s selfemployed actually hire workers from outside.
Below average earnings: Most self-employed
people in India make very little money. According
to PLFS report, the average monthly earnings
for all self-employed workers stood at Rs.8,000
per month, much lower than the average monthly
earnings of regular workers.
Gender pay gap is highest in the category of those
who are self-employed, where in rural areas, male
workers earn 2.67 times more than female workers
and in urban areas, a male worker earns three
times what female workers earn.
Mostly unregistered: The self-employed are
tagged ‘formal’ only after they’ve registered with
some branch of the government and /or pay taxes.
According to a National Sample Survey
Organisation report, 63 million enterprises in
India have no registration, out of which 96% are
run by individuals and most of them pay no GST
as their volume of business is below Rs 20 lakh.
Ineffectiveness of schemes- Through a host of
schemes, like the MUDRA, the government has
sought to provide capital to people who wish to
start something of their own. But still, many such
schemes are yet to either reach their intended
benefactors or are still too small in their ambit to
create a significant change.

6.
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Systemic inefficiencies: The jobs market in
India is still plagued with systemic inefficiencies
and delays mainly in the registration process.
Due to this most startups or owner managed
enterprises end up becoming a part of the
unorganized sector of the economy.

Casualization of Indian Workforce
The distribution of workforce in different status
indicates that over the last four decades (1972-2012),
people have moved from self employment (mostly
in agriculture) and regular salaries employment to
casual wage work. Yet self employment continues
to be the major employment provider. Scholars call
the process of moving from self-employment and
regular salaried employment to casual wage work
as casualization of workforce. This makes the
workers highly vulnerable.
In rural areas, self-employment is the major source
of income for almost half of the households, followed
by casual labour.
In urban areas, the proportion of households deriving
major income from regular wage or salary earnings is
the highest.
Overemphasis on services and neglect of the
manufacturing are mainly responsible for this
phenomenon. The number of people seeking jobs is
growing in India and they needs to be constructively
engaged to avoid socioeconomic conflict and arrest
the increasing informalisation in the economy.
Experts argue that the growth of manufacturing will
be the key growth in income and employment
for multiple reasons. For every job created in
the manufacturing sector, three additional jobs
are created in related activities. The other is that
manufacturing in India is scalable and has higher
labour absorption in comparison to services.

Following steps can be taken to develop and
promote the ecosystem of self employment in
the country:
1.

2.

Access to capital: Since the provision of capital
becomes vital to transform a self-employed
individual to an entrepreneur, increasing the
access to such capital is vital. Improved cash flow
will enable reinvestment to expand businesses,
and thus create more jobs.
Access to good quality skill-training that can
provide some strength to the self-employed
community. These programs can help them to

3.

4.
5.

either stop being self-employed and join regular
and better-paying jobs or can help them become
better at being self-employed.
Formalisation of informal self employment
ventures will provide them more access to credit.
Make it easier to start a business and register it.
Simplifying Taxation policy for startups that
will prevent tax evasion.
Overcoming Bureaucratic hurdles and
systemic inefficiencies thus easing the
registration process for setting up personal
ventures.

Unemployment Related Issues

•

•

•

•

India’s problem is not unemployment — this has
bounced in the low and narrow range of 4-7 per cent
for 50 years — but employed poverty.

Challenges
•
•

•

•
•

Larger percentage of workforce in the informal
sector.
India’s labour laws have an insane reverse
payroll wedge (Reversing Payroll is where you
can reverse a Payroll you have processed. Once
a Payroll has been processed, it cannot be
deleted) — employers are forced to deduct 40
per cent-plus of gross wages for employees with
monthly wages up to Rs 25,000.
Our skill development system faces the difficult
trinity of cost, quality and quantity combining with
challenging changes to the world of education.
Apprenticeships are the future of learning, yet
India only has 5 lakh apprentices.
India’s credit to GDP ratio is 50 per cent (rich
countries are at 100 per cent).

Technology, Globalization and the Good Jobs
Challenge
The definition of a good job depends on a country’s
level of economic development. It is typically a
stable formal-sector position that comes with core
labour protections such as safe working conditions,
collective bargaining rights, and regulations against
arbitrary dismissal. It enables at least a middle-class
lifestyle, by that country’s standards, with enough
income for housing, food, transportation, education
and other family expenses, as well as some savings.

Challenges to the creation of good jobs
•

Solutions
•

•

•

Massive ease-of-doing business that rationalises
(cuts down ministries, compliances, and filings),
simplifies (adopts a universal enterprise number
and one labour code) and digitises (adopts a
paperless, presence less and cashless process
for all employer compliance).
Employee contribution must be made optional,
employees must choose who handles their
employer contributions, and social security
programme fees must be capped to their costs.
To improve Apprenticeship, the two central
government initiatives, Regional Directorates of
Apprenticeship Training (RDAT) and Board of
Apprentice Training (BOAT) could be merged.
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The regulatory legitimacy of apprenticeships could
be reinforced as classrooms to overcome the trust
deficit with employers.
It’s also time to enable degree-linked apprentices
(skill universities await clearance for linking
apprentices to degrees via distance and online
delivery).
A higher credit to GDP ratio needs more bank
licences, fixing the governance at nationalised
banks, countering the asset liability mismatch
at NBFCs and restoring the sanctity of the IBC
bankruptcy deadline.
We should consider making labour a state
subject and must continue the decentralisation of
funds, functions and functionaries to states.

•

•

Low-skilled labour force: Production is
becoming increasingly skill-intensive while the
bulk of the labour force remains low-skilled. This
generates a gap between the types of jobs that
are created and the types of workers the country
has.
Technology and globalization have conspired
to widen that gap, with manufacturing and
services becoming increasingly automated and
digitized.
Intensification of economic dualism: Every
economy is divided between an advanced
segment, typically globally integrated, employing
a minority of the labour force, and a lowproductivity segment that absorbs the bulk of the
workforce, often at low wages and under poor
conditions. The former one is often at the safer
side.
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3. Seasonal: expected
to occur at certain
parts of the year.

4. Structural:
unemployment
happens when the
structure of an
economy changes

2. Frictional: occurs
when a person
leaves/loses a job
and starts looking
for another one

6. Disguised
unemployment: people
are employed in a job
where their presence or
absence does not make
any difference to the
output of the economy

1. Cyclical comes
around due to
the business
cycle itself.

Unemployment

5. Under
employment: person
with high skills
works in a low wage
and low skills job

There is growth in
Self employment in rural
areas and decrease in
urban due to regular
wage employment

situation in which
individuals are ready
& willing to work at
the
prevailing rate of
wages but are not
able to get work

1. Government schemes and policies
2. Growth led by service industry
3. Underdeveloped macro-financial
system.

Factors in
growth of
unemployment

Workers who working
on their own account
or with one or a few
partners or in
cooperative.

1. Dominated by agriculture
2. Only small fraction acts as
job creators
3. below average earnings
4. Highest gender pay gap

Types
self
employment

7. Voluntary
unemployment:,
if he or she is not
employed and is
not willing to join
the workforce.
organised
sector in India
now prefers to
employ
workers without
a contract.

8. Open Unemployment:
situation when there
are some workers who
have absolutely no
work to do

Issues related to
self employment

CLOSE

D

5. Mostly unregistered
6. Ineffectiveness of Schemes
7. Systemic inefficiencies

Issues related
to employment

process of moving from self-employment and
regular salaried employment to casual wage
work as capsulization of workforce

Casualization

Contractualization

without a contract, even a worker
employed in the organised sector
woult not have any means of social
security

trend of 'jobless growth' that was till
recently confined largely, if not only,
to the organised sector has now
spread to other sectors of the
economy, making it more generalized.

The number of people
seeking, jobs is growing in
India and they need to be
constructively engaged to
avoid informalization in the
economy.

Mind Map 10.1.1

Demographic Change
Currently India is passing through an unprecedented
phase of demographic change. The ongoing
demographic changes are likely to contribute to
an ever increasing labour force in the country. The
census report shows that the proportion of the
population in the working age group 15 to 59 years is
likely to increase from approx. 58% in 2001 to 64% to
2021. It is estimated that by 2025 by India will have
25% of the world’s total workforce. Currently India has
the largest youth force in the world but beyond 2025
the number of the aged will begin to increase even
more dramatically and consequently the window of
opportunity is between now and 2025. It is during this
period that we will have to tap the demographic dividend.
For this, India needs better education and skill providing
programs and a much better labour ecosystem. A huge
challenge is to train a large number of youth in the skills
which are required by the industry.
The government has been attempting to improve
basic education through a number of measures but
vocational education and imparting skills remain a
critical area of concern. Skills led employment
is the most sustainable employment generation
strategy to address the needs of the technology
driven employment market in the coming years.
Skill development needs of the following three

categories of persons should be looked into:1. Existing workforce rendered unemployed due to
technological obsolescence.
2. Sectoral migrant workers from agriculture to
industry to service.
3. Informal sector workers whose quality &
productivity needs to be enhanced in order to
enhance the employability and income.
Both software and hardware facilities, adequate
number of trainers and lifelong opportunities need to
be given. The fact that only 2% of India’s labour force
is skilled and 96% of Norway’s workforce is skilled
is a matter of concern. There’s a massive scope for
India to transform its vast manpower force to a skilled
and globally competitive workforce and emerge as a
global leader in this space.

Greying India must delay retirement
India may have to raise the retirement age as the
country sees a rapid increase in the size of the elderly
population over the next two decades due to the
slowing down of the population growth rate.
It is forecast that the population rate will grow less than
1% from 2021 to 2031 and under 0.5% from 2031 to
2041.This is primarily due to the fall in the total fertility
rate (TFR). TFR is projected to decline between 20212041 and fall below replacement level fertility at 1.8 as
early as 2021.
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The total fertility rate of 2.1 is called the replacement
level fertility below which populations begin to decline.

Replacement level fertility rate for India
The current TFR in 14 out of the 22 major States is
already below the effective replacement level fertility.
At the State level, southern States as well as West
Bengal, Punjab, Maharashtra and Himachal Pradesh
have below replacement level fertility and will see
TFR decline to 1.5-1.6 by 2021.
By 2031, all States are likely to see below replacement
level fertility.

Change in demography
The working-age population is expected to see a large
increase leading to India’s demographic dividend
peaking around 2041, when the share of those in the
age group of 20-59 is expected to hit 59%.
The size of the elderly population, 60 years and
above, is expected to nearly double from 8.6% in
2011 to 16% by 2041.
The population size of those between 0-19 years,
which is on the decline, is likely to drop from as high
as 41% in 2011 to 25% by 2041.

New Policy Challenges
1. Provisions for health and old-age care
2. Access to retirement-related financial services
3. Public pension funding
Increasing the retirement age for both men and
women going forward could be considered in line with the
experience of other countries. It would also help increase
female labour force participation in the older age-groups.
Many countries such as the U.S., Germany and France
have already raised the retirement age to reduce the
burden on pension funding.
Additional jobs will have to be created to keep pace with
an annual increase in the working-age population of 9.7
million during 2021-31 and 4.2 million during 2031-41.

Periodic Labour Force Survey
It was launched in April 2017 by the Ministry of
Statistics & Programme Implementation.
It was launched as a new regular employmentunemployment survey with certain changes in
survey methodology, data collection mechanism and
sampling design vis-à-vis the earlier quinquennial
(once in every five years) Employment and
Unemployment surveys of NSSO.
Now, NSO conducts PLFS annually, while for urban
areas it is done quarterly also.
It has been launched with an objective of measuring
quarterly changes of various labour market statistical
indicators in urban areas as well as generating annual
estimates of these indicators both for rural and urban
areas, which can be used for policy making. It would
supply data not only about the formal sector, but also
about the informal sector.

The PLFS is designed to generate the indicators of
labour market operations using two approaches:
•

Usual Status (US) approach: This approach
records only those persons as unemployed
who had no gainful work for a major time during
the 365 days preceding the date of survey and
are seeking or are available for work. Thus, the
estimates of unemployment obtained on the
basis of usual status approach are expected to
capture long-term open unemployment.
•
Current Weekly Status (CWS) approach: In
this approach current activity status relating to the
week preceding the date of survey is recorded.
Those persons are classified as unemployed who
did not have gainful work for even an hour on any
day in the preceding week and were seeking or
were available for work. Thus, a weekly status
approach would capture not only open chronic
unemployment but also seasonal unemployment.
In this survey, the Computer Assisted Personal
Interviewing (CAPI) Method has been adopted
with field operators using tablets to enter the
data. This would generate more accurate and
timely information
The first Annual Report (July 2017- June 2018)
covering both rural and urban areas giving estimates
of all important parameters of employment and
unemployment in both usual status and current
weekly status was released in May 2019. PLFS
2020 is the second Annual Report being brought out
by NSO on the basis of the Periodic Labour Force
Survey conducted during July 2018-June 2019.
As per the PLFS 2018-2019, unemployment rate
is 5.8% and LFPR is 37.5%. Male unemployment
is 6% and female unemployment is 5.2%. Urban
unemployment is 7.7% while rural unemployment
is 5%. 22% of women in India above 15 were
part of the labour force, as against 71.2% men
between July 2017 and June 2018. Youth in the age
bracket of 15-29 years and educated persons have
unemployment rate in the double digits with 17.3 per
cent and 11 per cent respectively. The worst affected
are urban youths with 20.7 per cent unemployment
and among urban females it is 25.7 per cent.

Oxfam Report and CMIE Report
Oxfam, an international non-profit organisation
has released its report Mind the Gap - State of
Employment in India.
The report has based its estimates on employment
unemployment survey (EUS) 2011-12, done by
the National Sample Survey Organisation (NSSO),
International Labour Organization (ILO) studies and
also builds on the first inequality report launched by
Oxfam in 2018.
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General
92 per cent of women and 82 per cent of men were
earning a monthly wage less than Rs.10,000 far below
the 7th Central Pay Commission’s recommendation
of minimum salary of Rs.18,000 a month. The formal
social security system in India is accessible to only
a small percentage of workers and this access is
extremely inequitable across sex, social group,
religion, and economic class.
There has been an increasing informalisation in
formal manufacturing through the rise of contractual
labour and increasing wage differences between
regular workers and contractual workers.
Job generation was adversely impacted after demonetisation
and hit the women workforce the most. Women were forced
to move out of the labour force to make way for men to get
the few jobs that were available.

Gender Inequities
Women’s labour force participation in India is one
of the lowest in the world and women’s unpaid care
work and household work is not even categorised
or counted as work. As per the NSSO, the female
labour force participation rate (FLFPR) is 20.5 Three
in four Indian women do not work in the country.
If women’s unpaid care and household work is
included in the NSSO’s definition of work, then the
FLFPR would rise from 20.5% to 81.7%, which
would surpass that of men. Women’s participation
is lowest among BRICS nations and India is only
better than Saudi Arabia, among G20 countries.
Irrespective of employment category (casual and
regular/salaried), organised or unorganised sector,
and location (urban and rural), women workers in
India are paid a lower wage rate. The gender pay gap
was 34 % in India, that is, women get 34 per cent less
compared to men for performing.
Further, the wage difference is lesser for more skilled
workers and more for semi-skilled or unskilled workers.
While inequality in jobs has increased, inequality in
education has decreased between boys and girls.
But this situation further exacerbates the crisis in jobs
when it comes to women. Even as girls frequently
outperform boys in school examinations, they are not
finding suitable jobs for the skills that they have.
Factors underlying the weak situation of women in the
work force include a decline in rural jobs, transforming
urban areas, the burden of unpaid care work and the
stubborn presence of regressive social practices.

Agriculture
The report also talks about the feminisation of
agriculture and why it should not be celebrated.
While both men and women are diversifying out
of agriculture, almost 75 % of rural women are
still engaged in it. Within agriculture, women are
relegated to low-wage roles such as weeding,
threshing and paddy transplantation.

A patriarchal ideology and local socio-cultural
traditions confine women to the village where
agriculture continues to be their most important (but
insufficient) source of food and income. Male out
migration has also pushed women into taking on
more responsibility of cultivation and to perform wage
labour to ensure households’ daily survival

Caste and Religion
Caste-determined occupations continue to be rigid
in rural and urban India. Scheduled caste women
are seen concentrated in the construction sector
and in waste collection jobs whereas non-scheduled
caste women are more likely to work in health or
education. Discrimination also exists in terms of
market participation; milk produced by dalit families,
for instance, fetches a lower price.
There is no major divergence in urban FLFPR in
terms of religion; it is similar in terms of caste but
occupational segregation exists with muslim women
concentrated in household manufacturing.

Way Ahead
It is important to shift development focus towards
labour-intensive sectors to create more jobs, along
with substantially higher investments in health and
education to improve productivity, as these sectors
could be large employment generators in the future.

CMIE Report on Joblessness
The Centre for Monitoring Indian Economy (CMIE)
has released a report on Unemployment in India.
India’s unemployment rate in October rose to
8.5%, the highest level since August 2016.Urban
unemployment rate at 8.9%, is more than the rural
unemployment rate of 8.3% - Highest unemployment
rate in Tripura and Haryana at more than 20%;
Lowest in Tamil Nadu at 1.1%.
CMIE findings are in line with the findings of the latest
Periodic Labour Force Survey, which had estimated an
unemployment rate of 6.1% between July 2017 and
June 2018, the worst in 45 years.
Another research estimates that between 2011-12 and
2017-18, employment declined by an unprecedented
nine million jobs (a 2% drop), with agricultural
employment declining by 11.5%. In the same period,
employment in the service sector increased by
13.4%, while manufacturing employment dipped by
5.7%.
While employment has been declining, the number
of working age people who are “Not in Labour Force,
Education and Training” has continued to increase —
from about 84 million in 2011-12, it has now crossed
100 million.
Most of the decline in employment has happened due
to the fall in the number of workers in agriculture and
a sharp fall in the absolute number of female workers.

Stagnant wages and jobless growth are not just
indicators of a weakening economy, but also a recipe
for political instability. The least that is expected of
the government is an acknowledgement of the extent
of the problem and then try to address it.
To sustain the growth of income, employment
opportunities in manufacturing and construction
(although a transitory sector) is necessary.

India Skills Report 2020
It is a joint initiative of Wheebox (a global talentassessment company), People Strong and
Confederation of Indian Industry (CII) in collaboration
with UNDP, AICTE and Association of Indian
Universities.
India Skills Report 2020 aims to provide an overview
of the supply of talent and the demand from industry.
The report brings together the readiness of our
present talent pool for new-age jobs or job types
and the skills that employers are today seeking in
prospective employees.

Skilling in India: Status
According to NSSO Report 2011-12, India’s
formally trained workforce stand at merely 2.3% in
comparison to economies like South Korea which are
at a mammoth share of 96%.
According to Periodic Labour Force Survey (PLFS)
2017-18, only 1.8% of the population reported
receiving formal vocational/technical training. 5.6%
reported receiving informal vocational training (such as
hereditary, self-learning, and on the job training). The
bulk of the trainees were in the fields of electronics, IT/
ITeS sector, apparels, and mechanical engineering.
Moreover, around 33% of the formally trained youth
was unemployed in 2017-18. Nearly a third of trained
young men and more than a third of trained young
women were unemployed.

Key Findings of India Skills Report
Employability of India’s youth has remained stagnant
for the past three years, lingering at 46.21% of
participants who are job-ready.
Female employability witnessed an upward trend at
47% while that of male workforce declined from 47.39%
in 2019 to 46% this year. This reflects the opportunity
for the industries to leverage female resource pool.
It also indicates the rising share of gig workers in the
economy.
Top 5 skills that Employers emphasize on are domain
knowledge, adaptability to the environment, learning
agility, positive attitude and interpersonal skills.
Only 60% of students were aware of the National
Apprenticeship Promotion Scheme (NAPS).
About 50% of employers acknowledge the role of
government initiated programmes in recruitments, of
which almost 9 in 10 employers admit that candidates
meet their requirements.

Skill Development Initiatives
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Keeping in view the predominance of young population,
the Government had formulated the National Policy
on Skill Development & Entrepreneurship, 2015
under which the Skill India Mission by 2022 was
formulated.
The government had launched a comprehensive
skill development programme in the last five years
with the setting up of a Ministry for Skill Development
& Entrepreneurship. Some of the major skill
development programmes areInitiatives

Objectives

Pradhan Mantri
Kaushal Vikas
Yojana (PMKVY)
(1.0), 2015

Mobilize youth to take up
industry relevant skill training.
Targets to train 1 crore youth by
2020. Recognizes and certifies
prior learning

Pradhan Mantri
Kaushal Vikas
Yojana (2.0),
2016- 20

PMKVY version 2
mandatory provisions
placement tracking.

Pradhan Mantri
Kaushal Kendra
(PMMK), 2015

Aspirational Model Training
Centers to be opened in
every district.

National
Apprenticeship
Promotion
Scheme, 2016

To promote apprenticeship.
Consists of Basic Training and
On-the-Job Training/ Practical
Training at workplace.

SANKALP, 2017

Creating convergence among
all skill training activities,
improving quality of skill
development
programmes,
creating industry led and
demand driven skill training
capacity.

has
for

Future Skills Prime
The Ministry of Electronics and IT along with
NASSCOM, have approved the expansion of
the Future Skills initiative -Future Skills PRIME
(Programme for Reskilling/ Upskilling of IT Manpower
for Employability).
In February 2018, Future Skills Initiative was
announced at Hyderabad to reskill the IT industry
workforce in emerging technologies and job roles.
The Future Skills platform currently offers reskilling/
upskilling in 10 emerging technologies like Artificial
Intelligence, Cyber Security, Blockchain, etc. across
70 new job roles and 155 new skills.
Now, Future Skills initiative is extended as PRIME to
industry professionals across different segments, higher
education students and government officials, with the
goal to train 4 lakh professionals in next three years.

Urban Employment programme
•
•
•

•

•

According to the PLFS report, the unemployment
problem is especially aggravated in India’s cities
and towns.
In urban India the majority of the population
continues to work in the informal sector. Hence,
India cannot ignore the crisis of urban employment.
India’s small and medium towns are particularly
ignored in the State’s urban imagination.
National-level urban programmes such as the
Smart Cities Mission and the Atal Mission for
Rejuvenation and Urban Transformation
(AMRUT) only benefit a fraction of them.
Most ULBs are struggling to carry out basic functions
because of a lack of financial and human capacity.
Further, with untrammelled urbanisation, they are
facing more challenges due to the degradation of
urban ecological commons.
In the context of the present employment crises, it is
worthwhile considering to introduce an employment
guarantee programme in urban areas.

Significance:
•

Along with addressing the concerns of
underemployment and unemployment, such a
programme can bring in much-needed public
investment in towns to improve the quality of
urban infrastructure and services, restoring urban
commons, skilling urban youth and increasing
the capacity of ULBs.

PM Shram-Yogi Maandhan Yojana (PMSYM)
Ministry of Labour and Employment launched pension
plan ‘PM Shram-Yogi Maandhan Yojana’ for informal
workers.
The unorganised workers whose monthly income
is Rs 15,000/ per month or less and belong to the
entry age group of 18-40 years are eligible for the
scheme. They should not be covered under New
Pension Scheme (NPS), Employees’ State Insurance
Corporation (ESIC) scheme or Employees’ Provident
Fund Organisation (EPFO).
Further, he/she should not be an income tax payer.
They shall receive minimum assured pension of Rs
3000/- per month after age of 60 years.
In case of death during the receipt of pension, his/
her spouse shall be entitled to receive 50% of the
pension received by the beneficiary as family
pension. In case of death before 60 years of age,
his/her spouse will be entitled to join and continue
the scheme subsequently by payment of regular
contribution or exit the scheme as per provisions of
exit and withdrawal. Family pension is applicable
only to spouse. He/she is required to contribute
the prescribed contribution amount from the age of
joining PM-SYM till the age of 60 years.
PMSYM is a voluntary and contributory pension
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scheme on a 50:50 basis where prescribed agespecific contribution shall be made by the beneficiary
and the matching contribution by the Central
Government. The contributions from workers per
month will change depending on the applicant’s age
like at the age of 18 years would have to contribute
Rs 55, whereas workers at the age of 29 years would
pay Rs 100. Those in the upper age limit of 40 years
will have to pay Rs 220.

Comparison between Atal Pension Yojana
and PMSYM
APY also targets the unorganised sector and is cocontributory in nature, and promises a minimum
pension between Rs.1,000-5,000 while the PMSYM
pension is capped at just Rs.3,000 per month.
PMSYM is only open to those with monthly income
of up to Rs.15,000, whereas APY contains no such
income limit.
In APY, you can choose to contribute monthly,
quarterly or half yearly, which is of great help to those
in the unorganized sector with irregular income.
PMSYM only allows monthly contributions.
APY provides for return of corpus on the death of the
subscriber and his spouse. In PMSYM, workers only
get a pension and do not accumulate a corpus for
their family. On the death of the worker and his/her
spouse, the corpus is forfeited to PMSYM.
PMSYM will be directly managed by the government
unlike APY, which is regulated by the Pension Fund
Regulatory and Development Authority (PFRDA).

Pradhan Mantri Rozgar Protsahan Yojana
(PMRPY)
The objective of the scheme is to promote employment
generation. The scheme is being implemented by the
Ministry of Labour and Employment.
Under the scheme employers would be provided
an incentive for enhancing employment by
reimbursement of the 12% EPS (Employees
Pension Scheme) and EPF (Employees Provident
Fund) contribution made by the employer in respect
of new employment.
The PMRPY scheme is targeted for workers earning
wages up to Rs. 15,000/- per month.

PMRPY has dual benefits
1.

The employer is incentivized for increasing the
employee base in the establishment through
payment of EPF and EPS contribution of 12% of
wage, which otherwise would have been borne
by the employer.
2. A large number of workers find jobs in such
establishments.
A direct benefit of the scheme is that these workers
will have access to social security benefits through
Provident Fund, Pension and Death Linked Insurance.

Jan Shikshan Sansthans
Jan Shikshan Sansthans (formerly known as Shramik
Vidyapeeth) are established for providing vocational
skills to non-literate, neo-literates as well as school
dropouts by identifying skills that have a market in the
region of their establishment.
The scope of work of Jan Shikshan Sansthans
(JSSs) includes the following:
1. Develop/Source appropriate curriculum and training
modules covering vocational elements, general
awareness and life enrichment components.
2. JSSs are encouraged to undertake training equivalent
to courses designed by the Directorate of Adult
Education, National Institute of Open Schooling and
Director General, Employment & Training.

3.
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Provide training to a pool of resource persons
and master trainers for conducting training.
4. Administer simple tests and award certificates.
5. Network with employers and industries for
trainees to get suitable placement.
JSSs can play an important role in bridging
information asymmetry between skill training and
market opportunities thereby giving an impetus to
the creation of a workforce equipped in technologydriven skills, including in areas like health & wellness,
tourism, e-commerce, retail and trade.
Formerly under the Ministry of Human Resources
Development, JSS has been transferred to the
Ministry of Skill Development & Entrepreneurship in
2018.

Mains Model Answers by IAS Toppers
“While we flaunt India’s demographic dividend, we ignore the dropping rates of employability.”
What are we missing while doing so? Where will the jobs that India desperately needs come
(2014–200 words, 12.5 marks)
from? Explain. 
India has one of the youngest populations in the world. By 2020, the median age in India will be 28
while china ages to 37 and USA to 45. But this demography will not become a dividend automatically.
It has to be nurtured.
Some factors responsible for not making our demography employable are:
Our education curriculum has not kept pace with the changing needs
Teaching methods in most cases focus on rote learning where as analytical and work skills improve
when students learn by doing.
Though Gross Enrolment Ratio improved dramatically post Right to education, dropout rate is a
challenge. Pratham’s ASER report found that 42% of children in 14 to 18 age group are working
and 79% of them work in agriculture. This implies, they are spending their valuable learning time
without learning any skill and on the top of it, employed in agriculture which is over burdened.Governments
have focussed on skill enhancement, but the courses are either very short in duration or the salary is not
attractive for youth. This reduces the scope for skill enhancement.
Lastly, apprenticeship opportunities are no where compared to developed countries like Germany.
In sum, our education system, skill enhancement efforts, industrial ecosystem are not converging effectively.
Suitable jobs have to be planned to overcome the problem of employability and joblessness by creating
opportunities in:
Agriculture: Skilled jobs should come in nonfarm jobs such as food processing, climate resilient
agriculture encompassing the whole chain of lab to lands and farm to fork.
MSMEs in rural, semi urban areas with high labour intensity can increase the employability of women.
Tourism is another area. World Economic Forum has pointed that every job created in core tourism
sector creates 1.5 additional jobs in related industries. It is also easy to train workforce for tourism.
Boost to high skill jobs so that our vast pool of engineers are trained and utilised.
A recent study by CII, AICTE and UNDP found that employability among graduates rose significantly
from 34% in 2014 to 46% in 2018. These are achievements which have to be capitalised.

Labour Reforms
The government has introduced four codes that
would subsume 44 labour laws. The four codes are(i) Labour code on industrial relations,
(ii) Labour code on wages,

(iii) Labour Code on social security and welfare,
(iv) Labour Code on safety, health and working conditions.
The amalgamation of the said laws will facilitate the
implementation and remove the multiplicity of
definitions and authorities without compromising
the basic concepts of welfare and benefits to workers.

It aims to create greater labour market flexibility and
discipline in labour to improve upon ease of doing
business and also to encourage entrepreneurs to
engage in labour intensive sectors.
This would also allow for uniformity in the coverage
of various labour laws that are in force and improve
the ease of doing business and attract investment for
spurring growth.

The Labour Code on Wages Act, 2017
Wages have always been the central concern of
workers. 62% of the workforce is made up of casual
workers who need the right to minimum wages.
Present minimum wages act is complicated. 33%
of the workers were underpaid than the indicative
minimum wages in 2009-10.
The provisions of the Minimum Wages Act and the
Payment of Wages Act do not cover a substantial
number of workers, as the applicability of both these
Acts is restricted to the Scheduled Employments/
Establishments (organized sector).
On the other hand, the biggest issues faced
by employers in India are the number of laws
governing the employer-employee relationship.
This issue has been on the government’s radar for a
very long period of time.
The Labour Code on Wages Bill was passed in Lok Sabha
in 2019 and it seeks to define the norms for fixing
minimum wages that will be applicable to workers
of organized and unorganized sectors, except
government employees and MGNREGA workers.
The bill will amalgamate the Payment of Wages
Act, 1936, the Minimum Wages Act, 1948, the
Payment of Bonus Act, 1965, and the Equal
Remuneration Act, 1976.
Earlier there were 12 definitions of wages in
various labour laws, leading to litigation besides
difficulty in its implementation. Under the Code,
the definition has been simplified.
The labour code on wages has a provision for a
minimum wage. Hence, it brings uniform standard
of living across the country. It is expected to treat
contract labour on par with regular employees.
The wage conditions of unskilled workers will also
improve.
Notably, the Centre started notifying a uniform
national floor level minimum wage from 1996, which
is non-binding on states.

•

•

•

•
•

•

Provisions of the Bill
•

Coverage: The Code will apply to all employees.
It is applicable to employees in organized
sector and unorganized sector. The central
government will make wage-related decisions
for employments such as railways, mines, oil
fields and CPSUs. State governments will make
decisions for all other employments.

•

•
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Wages include salary, allowance, or any other
component expressed in monetary terms. This
does not include bonus payable to employees or
any travelling allowance, among others.
Consultation for fixing minimum wage: The
Bill provides for consultation with states before
fixation of National Minimum Wage by the Central
government.
National minimum wage: A concept of
statutory National Minimum Wage for different
geographical areas has been introduced. It
will ensure that no State Government fixes the
minimum wage below the National Minimum
Wages for that particular area as notified by
the Central Government. The central or state
government may fix the number of hours
that constitute a normal working day. In
case employees work in excess of a normal
working day, they will be entitled to overtime
wage, which must be at least twice the normal
rate of wages.
Revision of wages: Minimum wages must be
revised by the central or state governments at an
interval of five years.
Facilitator instead of inspector: The Bill
provides appointment of a Facilitator to carry
out inspections and uses the term ‘facilitator’
instead of ‘inspector’ and defines his role as
one who may supply information and advice
to the employers and the workers concerning
the most effective means of complying with
the provisions of the Code and inspect the
establishment based on inspection scheme,
as would be notified by the government.
Inspection will be done on the basis of an
inspection scheme, which will include a web
based inspection schedule. The inspection
scheme will be decided by the central or state
governments.
Advisory board: The central government and
state governments will constitute the Central
Advisory Board and State Advisory Boards
respectively. These boards will consist of: (i)
employers, (ii) employees in equal number as
the employers, and (iii) independent persons
(not exceeding one third of the total members
of the board). They will advise the central or
state governments on issues such as setting
and revision of minimum wages and increasing
employment opportunities for women, among
others.
Penalty provisions: The Bill also provides for
the maximum penalty of Rs. 10 lakh instead of
Rs.50,000 for employers who pay less than the
due amount due to the employees.
Payment of wages: Wages will be paid in (i)
coins, (ii) currency notes, (iii) by cheque, (iv)

by crediting to the bank account, or (v) through
electronic mode. The wage period will be fixed
by the employer as either: (i) daily, (ii) weekly, (iii)
fortnightly, or (iv) monthly.
•
Deductions: Under the Code, an employee’s
wages may be deducted on certain grounds
including: (i) fines, (ii) absence from duty, (iii)
accommodation given by the employer, or (iv)
recovery of advances given to the employee,
among others. These deductions should not
exceed 50% of the employee’s total wages.
•
Determination of bonus: All employees
whose wages do not exceed a specific
monthly amount, notified by the central
or state government, will be entitled to an
annual bonus. In addition, the employer will
distribute a part of the gross profits amongst
the employees. This will be distributed
in proportion to the annual wages of an
employee. An employee can receive a
maximum bonus of 20% of his annual wages.
•
Gender discrimination: The Code prohibits
gender discrimination in matters related to wages
and recruitment of employees for the same work
or work of similar nature. Work of similar nature
is defined as work for which the skill, effort,
experience, and responsibility required are the
same.
It would also ensure that there is no discrimination
between men and women as well as transgenders in
getting wages.

Minimum Wages
One argument for a national minimum wage is
to ensure a uniform standard of living across
the country. At present, there are differences in
minimum wages across states and regions.
Such differences are attributed to the fact that
both the central and state governments set, revise
and enforce minimum wages for the employments
covered by them.
The introduction of a national minimum wage may help
reduce these differences and provide a basic standard
of living for all employees across the country.
At present, minimum wages are fixed on the basis
of categories such as skilled, unskilled, semi-skilled,
highly skilled, geographical regions, and nature of
work such as mining, etc.
As per the new Bill, the minimum wages across the
country would be only linked to factors of skills and
geographical regions, while the rest of the factors
have been removed.
There are four skill levels — unskilled, semiskilled,
skilled and highly skilled — while geography can be
plains, hilly and undulated, coastal, urban and rural,
among others.
National Floor Level Minimum Wage will be set by
the Centre and will be revised every five years,
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further, it may set different floor wages for different
geographical areas while states will fix minimum
wages for their regions, which cannot be lower
than the floor wage. Before fixing the floor wage,
the central government may obtain the advice of
the Central Advisory Board and may consult with
state governments.
The current floor wage, which was fixed in 2017,
is at Rs 176 a day, but some states have minimum
wages lower than it such as Andhra Pradesh (Rs
69) and Telangana (Rs 69).
The minimum wages decided by the central or state
governments must be higher than the floor wage.
In case the existing minimum wages fixed by the
central or state governments are higher than the
floor wage, they cannot reduce the minimum wages.
The Code prohibits employers from paying wages
less than the minimum wages. Minimum wages will
be notified by the central or state governments.

Merits of the Act
1.

2.
3.
4.
5.

6.

7.

8.
9.

Consolidates India’s 44 labour laws into four
codes in order to rationalize labour laws and
improve ease of doing business. Multiplicity of
laws is removed which thus facilitates easier
compliance by establishments.
The act is expected to benefit over
50 crores employees across the country.
Simplified definition of labour is expected to
reduce litigation and also reduce compliance
cost for employers.
End a complicated wage system and bring down the
number of wage rates from 2,000-plus to around 300.
This will ensure that process of registration
and filing of returns will get standardised
and streamlined. With various labour related
definitions getting standardised, it is expected
that there shall be less dispute.
The Act would be a ‘game-changer’ to the status
quo as far as the lives of workers in the informal sector
are concerned. It is believed that informal workers
account for 93% of the total working population and
contribute to over 60% of India’s GDP.
The act would revive the crisis of the current
economic slowdown, as the law proposes to
increase income capacity and the purchasing
power of the informal workers.
The act promotes digitization which will also lead
to formalisation of economy.
The floor wage will be fixed by the Centre on the
basis of recommendations of a central advisory
board, which would be represented by members
of trade unions, employers’ association, state
government and independent experts. This
will lead to transparency, accountability, better
enforcement of labour laws and better utilisation
of available workforce.
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It seeks to define
the norms for fixing
minimum wage

Labour Code on
Wages Bill, 2019

Earlier there were 12
definitions of wages in
various labour laws

Provisions of the Bill
Applicable to all workers
(organized and
unorganized) except
Government and MGNREGA
workers.

Merits
1. Consolidates about 44
labour laws
2. Benefit over 50 cr.
employees
3. Reduce litigation and
compliance cost
4. End a complicated wage
system
5. Standardized process of
registration
6. Increase income capacity
and purchasing power of
informal workers
8. Promotes digitization and
formalization of economy
9. more transparency and
accountability

brings uniform
standard of living
across the country
1. Coverage - to all
employees
2. Wages include components expressed in
monetary terms other than
bonus or TA.
3. National minimum wage
4. Revision of wages - 5
years
5. facilitator instead of
inspector
6. Advisory board - Central
advisory board and state
advisory board
7. Penalty provisions
8. Deductions - as
fines/accommodation etc
9. Gender discrimination

Criticisms
1. "Starvation wages"
continues to exist
2. Provision of arbitrary
deduction of wages - even
up-to 50% of monthly wages.
3. Bill passed in haste without
discussion
4. Still on single national
minimum wage
5. Code omits Equal
remuneration act, 1976
against gender discrimination
6. Flexibility of state
government in revising wages
in less than 5 years removed

Mind Map 10.1.2

Criticism of the rules proposed under the Act
1.

2.

3.

The floor wages in effect would mean that
“starvation wages” which currently guarantees
just Rs.178 per day, will continue to exist. Instead
States should have been incentivized to follow
uniform standards across India.
‘Need-Based Minimum Wage’ (covering nutrition,
health care, education, housing and provisions
for old age as well) should have been treated
as a fundamental constitutional right for every
citizen of India, in the draft rules.
Another huge concern with the law is in its
provision of an arbitrary deduction of wages (up
to 50% of monthly wages) based on performance,
damage or loss, advances, etc.
Also, since the act impacts the lives of millions
of workers, the act should have been discussed

4.

in detail in Parliament, however, it was passed in
haste without much discussion.
There will still be no single national minimum
wage rate. The floor wage might be worse than
the market wage rate in which case the entire
purpose of having minimum wages and improving
standard of living collapses. Central government
may set a national minimum wage. Further, it may
set separate national minimum wages for different
states or regions. In this context, two questions
arise: (i) the rationale for a national minimum wage,
and (ii) whether the central government should set
one or multiple national minimum wages.
States have to ensure that minimum wages set
by them are not lower than the national minimum
wage. If existing minimum wages set by states
are higher than the national minimum wage, they

cannot reduce the minimum wages. This may
affect the ability of states to reduce their minimum
wages if the national minimum wage is lowered.
5. The Equal Remuneration Act, 1976, prohibits
gender based discrimination in terms of wages,
recruitment and conditions of service. The Code
has omitted this act. The Equal Remuneration Act,
1976, prohibits employers from discriminating
in wage payments as well as recruitment of
employees based on gender. While the Code
prohibits gender discrimination on wage-related
matters, it does not include provisions regarding
discrimination during recruitment.
6. The time period for revising minimum wages will
be set at five years. Currently, state governments
have flexibility in revising minimum wages, as
long as it is not more than five years. It is unclear
why this flexibility has been removed, and five
years has been set for revision.
* MNREGA: MNREGA workers will not come under
the code wage bill. MNREGA payout is not exactly
a wage. It is a scheme, which does not have a strict
employer-employee relation. Its wages will continue
to be fixed by the Rural Development Ministry.

Labour Code on Industrial Relations Bill
Recently, the Labour Code on Industrial Relations
2019 was introduced in Lok Sabha.
The Labour Code on Industrial Relations will
combine Industrial Disputes Act, 1947, the Trade
Unions Act, 1926, and the Industrial Employment
(Standing Orders) Act,1946.

Significance of the code
1.

2.

3.

In sync with global standards- As now Indian
companies are competing with global players so
there should be a level playing field. This code
will protect employment as much as possible,
when there is commercial viability
Balances employer-employee concerns: The
threshold required for government permission
for retrenchment has been kept unchanged at
100 employees, as against the proposal for 300
employees in an earlier draft of the Bill, which
was opposed by trade unions.
The Code also proposes setting up of a “re-skilling
fund” for training of retrenched employees. The
retrenched employee would be paid 15 days’
wages from the fund within 45 days of retrenchment.
An industrial establishment will have to contribute
an amount equal to 15 days’ wages or such other
days as may be notified by the central government,
to this fund for every worker retrenched.
Uniform
application
of
fixed-term
employment- The central government has
proposed to bring fixed-term employment as part
of the labour law, instead of administrative rules,
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so that it comes into effect across India.
Fixedterm employment means a worker can be hired
for any duration, three months or six months
or a year depending on season and orders.
Currently, companies hire contract workers
through contractors. Now they will be able to hire
workers directly under a fixed-term contract, with
the flexibility to tweak the length of the contract
based on the seasonality of industry.
These workers will be treated on a par
with regular workers during the tenure of the
contract. It will help in the flow of social security
benefits to all workers along with making it
easier for companies to hire and fire.

RELATION BUILDING

Industrial Relations Code Bill seeks to improve
ease of doing business
KEY ELEMENTS
Fixed-term
Termination
employment
after fixed term
allowed
will not be
under law
retrenchment
Fixed-term workers
will get all statutory benefits
Mass casual
leave will be
under ambit
of strike
14-day
notice before
any strike
or lockout
Re-skilling
fund
will be set up
to train
retrenched
employees

Trade
union with
support of 75%
workers will be
recognised
Negotiating
council will be
formed in
absence of
75% support

Codification
to remove
multiplicity
of definitions

Govt to have
power of
litigations
involving
minor
disputes

Would bring
transparency &
accountability

HOW WILL IT HELP?

Paves way for
requirementbased hiring

Will promote
setting up
of more
enterprises,
enterprises,
thus creating
employment
opportunities

Fig. 10.1.4

4.

Lay-off and retrenchment: The Code
defines lay-off as the inability of an employer,
due to shortage of coal, power, or breakdown
of machinery, from giving employment to
a worker. It also provides for employers
to terminate the services of a worker,
i.e., retrenchment. Employers of industrial
establishments such as mines, factories and
plantations with at least 100 workers are
required to take prior permission of the central or
state government before lay-off, retrenchment
or closure. The central or state government
can modify this threshold number of workers by
notification. Any person who contravenes this
provision is punishable with a fine between one
lakh rupees and Rs 10 lakh.
Industrial establishments, in which 50 to
100 workers are employed, are required to:
(i) pay 50% of basic wages and dearness
allowance to a worker who has been laid off,
and (ii) give one month’s notice and wages
for such period to a worker who has been

5.

retrenched. Any person who contravenes
this provision is punishable with a fine
between Rs 50,000 and two lakh rupees.
Further, if an employer proposes to reemploy retrenched workers, such workers
will have preference over other persons.
Better Industrial relations- could be achieved
owing to the provisions of majority-based
recognition of trade unions. It could also improve
the productivity of labour.
The Code provides for a negotiation union in
an industrial establishment for negotiating with
the employer. If there is only one trade union in
an industrial establishment, then the employer
is required to recognise such trade union as
the sole negotiating union of the workers. In
case of multiple trade unions, the trade union

Combines
1. Industrial relations act, 1947
2. Trade Unions act, 1926
3. Industrial Employment Act, 1946
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6.

with support of at least 75% of workers will
be recognised as the negotiating union by
the central or state government. As several
trade unions are active in companies, it will
be tough for any one group to manage 75%
support, hence taking away their negotiating
rights. In such a case, a negotiating council
will be constituted for negotiation.
Under the Code, seven or more members of
a trade union can apply to register it. Trade
unions that have a membership of at least
10% of the workers or 100 workers, whichever
is less, will be registered.
Speedier Disposal of Cases - as the code
also provides setting up of a two-member
tribunal (in place of one member) wherein
important cases will be adjudicated jointly and
the rest by a single member.

Labour Code on
Industrial Relations Bill,
2019

Issues
1. Inadequate provisions for
migrant workers
2. Lack of clarity in terms of
retrenchment
3. Doesn't address issues
concretely
4. Need for safeguards

Significance
1. In sync with global standards
2. Balances employer-employee
concerns
3. Uniform application of fixed term
employment
4. Lay off and retrenchment definition
5. Better industrial relations
6. Speedier disposal of cases
7. Unfair labor practice prohibition
8. Notice needed to be provided for
'change of service conditions'
Mind Map 10.1.3

7.

Besides, it has vested powers with the
government officers for adjudication of
disputes involving penalty as fines, thereby
lessening the burden on tribunal.
The Code allows for industrial disputes to
be voluntarily referred to arbitration by the
employer and worker. After investigating the
dispute, the arbitrator will submit the arbitration
award to the government.
Unfair labour practices: The Code prohibits
employers, workers, and trade unions from
committing any unfair labour practices listed in a

8.

Schedule to the Code. These include: (i) restricting
workers from forming trade unions, (ii) establishing
employer sponsored trade union of workers, and
(iii) coercing workers to join trade unions.
Notice of change: Employers who propose
changes in the conditions of service are
required to give a notice to the workers.
The conditions of service for which a notice
is required to be given include wages,
contribution, and leave.

437

Issues
Inadequate provisions for migrant workers- As
per a 2016 survey, there were 10 crore migrant
workers in the country, which was around 20 per cent
of the labour force. Their concerns and requirements
have not been placed effectively in the code.
Lack of clarity in terms retrenchmentcould lead to uncertainty and discretionary
behaviour during implementation by the
central or state government.
Doesn’t address the issues concretely- as the
critics allege that the code is kind of appeasement
to both sides, which will not actually provide relief
to either of them. E.g. definition of worker, which
expressly excludes apprentice and similarly,
different dates for implementing different
provisions, exclusion clauses are against the
spirit of Codification and simplification.
Need for safeguards- such as in the fixedterm employment, otherwise it runs the risk
of encouraging conversion of permanent
employment into fixed-term employment.

•

Labour Code on Occupational Safety, Health
& Working Conditions

•

1.

2.

3.

4.

In the recent times, there have been events such
as fire at the Oil and Natural Gas Corporation gas
facility in Navi Mumbai or at firecracker factory in
Batala, Punjab which remind the need to focus on
occupational safety in India.
Occupational Safety is the science of control of
hazards arising in the workplace that could impair
the health and well being of workers.
Recently, the Union Ministry of Labour and
Employment introduced the Occupational Safety,
Health and Working Conditions Code, 2019.
The proposed code on occupational safety is the
first single legislation prescribing standards for
working conditions, health and safety of workers
and it will apply on factories with at least 10
workers and to all mines and docks. It does not
apply to apprentices.

Key Provisions of the Occupational Safety,
Health and Working Conditions Code, 2019
•

Consolidation of laws- by repealing and
replacing 13 labour laws relating to safety, health
and working conditions, such as the Factories
Act, 1948, the Mines Act, 1952, and the Contract

•

•

•

•

Labour (Regulation and Abolition) Act, 1970.
Regulatory Authorities- All establishments
covered by the Code must be registered with
registering officers.
Further,
Inspector-cum-facilitators
may
inquire into accidents, and conduct inspections
of establishments. Both these authorities are
appointed by the central or state government.
Additionally, the government may require
certain establishments to set up safety
committees comprising representatives of
employers and workers.
Occupational Safety and Health Advisory
Board- at national level and similar bodies
at state level, have been proposed to advise
the central and state governments on the
standards, rules, and regulations to be framed
under the Code.
Duties of Employers- Employers must
provide a workplace that is free from hazards
that may cause injury or diseases and provide
free annual health examinations to employees,
as prescribed.
Rights and duties of Employees- such as
taking care of their own health and safety,
complying with the specified safety and health
standards, and reporting unsafe situations to
the inspector. Every employee will have the
right to obtain from the employer information
related to safety and health standards.
Working Conditions- Central and state
governments will provide rules for working
hours for different classes, overtime work and
provisions for female workers. No employee
may work for more than six days a week.
However, exceptions may be provided for
motor transport workers.
Offences and Penalties- An offence that leads
to the death of an employee will be punishable
with imprisonment of up to two years, or a fine
up to five lakh rupees, or both. Further, courts
may direct that at least 50% of such fine be
given as compensation to the heirs of the
victim.
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Combines
13 labor laws relating to
safety, health and working
conditions
1. Factories act, 1948
2. Mines act, 1952
3. Contract Labor (regulation)
and abolition) act, 1970

Occupational Safety,
Health and Working
Conditions Code, 2019

Provisions
1. Regulatory authority - all
establishments must be
registered
2. Occupational safety and health
advisory board
3. Duties of employers
4. Rights and duties of employees
5. Working conditions
6. Offences and penalties

Issues
of occupational safety in India
1. Lack of implementation of National
Policy on Safety, Health and
Environment at workplace
2. Limited research on occupational
safety

Mind Map 10.1.4

Issues in Occupational Safety in India
•

Lack of implementation of National Policy
on Safety, Health and Environment at the
Workplace (NPSHEW) - which had called for
a comprehensive legal framework. However,
only the manufacturing, mining, ports and
construction sectors are covered by existing
laws. Many acts like Factories Act, Contracts
Act not implemented in right spirit.
Limited research on occupational safety- as there
are less research institutions, which are also not
equipped for carrying out their activities effectively.

•

Labour Code on Social Security, 2019
Recently the code on social security, 2019 has been
tabled in Lok Sabha. The Code has been referred to
the Standing Committee.
The Code on Social Security seeks to consolidate
laws relating to social security of workers and
subsume nine central labour enactments:
Employees’ Compensation Act, 1923; Employees’
State Insurance Act, 1948; Employees’ Provident
Funds and Miscellaneous Provisions Act, 1952;
Employment Exchanges (Compulsory Notification
of Vacancies) Act,1959; Maternity Benefit Act, 1961;
Payment of Gratuity Act, 1972; Cine Workers Welfare
Fund Act, 1981; Building and Other Construction
Workers Welfare Cess Act, 1996; and Unorganised
Workers’ Social Security Act, 2008.

Provisions of the Code and their Significance
1.

Social security schemes: The Code proposes
universalisation of social security benefits. Under
the code, the central government may notify
various social security schemes for the benefit

2.

3.

of workers. These include – an Employees’
Providend Fund (EPF) Scheme, an Employees’
Pension Scheme (EPS), and an Employees’
Deposit Linked Insurance (EDLI) Scheme. It
may also notify gratuity to workers on completing
five years of employment (or less than five
years in certain cases such as death), maternity
benefits to women employees, compensation to
employees and their dependants in the case of
occupational injury or disease.
In addition, the central or state government may
notify specific schemes for gig workers, platform
workers, and unorganised workers to provide
various benefits, such as life and disability cover.
Gig workers refer to workers outside of the
traditional employer-employee relationship (e.g.
freelancers). Platform workers are workers who
access other organisations or individuals using
online platforms and earn money by providing
them with specific services.
The code also provides an enabling provision
for constituting special purpose vehicles for the
implementation of the schemes for unorganised
sector workers and seeks to expand the sources
of the fund for various schemes under the Code to
include funds from corporate social responsibility.
It also provides for payment of gratuity in case
of fixed-term employment on a pro-rata basis
even if the period for a fixed term contract is less
than five years.
Under the current Provisions, an employee
is entitled for gratuity only after completing
five years of continuous service. Fixed-term
employment is a contract in which a company or

an enterprise hires an employee for a specific
period of time. In a fixed-term employment, the
employee is not on the payroll of the company.
subsume nine
central labout
enactments

6.

7.

Labour
Code on Social
Security,
2019

Provisions

1. Social security schemes
2. Special Purpose Vehicles for
implementation of Schemes
for unorganized sectors
3. Payment of gratuity in case of
fixed term employment

4. Enables central government with
provisions to lower monthly
contribution towards employees of
central class for certain period
5. Social security organizations
6. Provisions for inspections and
appeals
7. Administrative authorities to hear
appeals under the code

Fig.: 10.1.5

4.

5.

The Code empowers the central government
with an enabling provision to lower the
mandatory
monthly
contribution
towards
employees’ provident fund (EPF) for a certain
class of employees for a certain period. This
will help increase the take-home pay of workers
with relatively lower salaries and may boost
consumption, which has been falling, dragging
growth down.
Social security organisations: The Code
provides for the establishment of several bodies
to administer the social security schemes. These
include:
(a)	Central Board of Trustees to administer the
EPF, EPS and EDLI Schemes,
(b)	Employees State Insurance Corporation
to administer the ESI (Employees’ State
Insurance) Scheme.
(c)	National and state-level Social Security
Boards, to administer schemes for
unorganised workers.

8.

9.
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Provision for inspections and appeals: The
appropriate government may appoint Inspectorcum-facilitators to inspect establishments
covered by the Code and advice employers and
employees on compliance with the Code.
Administrative authorities may be appointed
under the various schemes to hear appeals under
the Code. For instance, the appropriate government
may notify an appellate authority to hear appeals
against the order of the Inspector-cum-facilitator for
non-payment of maternity benefits.
The Code also specifies judicial bodies which may
hear appeals from the orders of the administrative
authorities. For example, industrial tribunals
(constituted under the Industrial Disputes Act,
1947) will hear disputes under the EPF Scheme.
Provision for offences and penalties:
The Code specifies penalties for various
offences, such as the failure by an employer to
pay contributions under the Code after deducting
the employee’s share and falsification of reports
The Code will make Aadhaar mandatory for
seeding at the time of registration of a member
or beneficiary or any other person to register or
for receiving benefits.

Concerns
•

•

•

Lack of its universal character, since the
existing thresholds for applicability of provident
fund, employee state insurance, gratuity,
maternity benefits have not been removed.
Code provides enough room for change in
many substantive provisions of the Code be
made through executive decisions by bypassing
the Parliament and other stakeholders.
The provision of production of Aadhaar for
the purpose of availing benefits under the Code
may be challenged by employees. This is in
view of the judgment of the Supreme Court in
KS Puttaswamy case, wherein it was held that
Section 7 (proof of Aadhaar number necessary
for receipt of certain subsidies, benefits and
services) of the Aadhaar Act, 2016 cannot be
applied to benefits earned by an employee on
account of his /her services.

Previous Years’ Mains
Questions
1. How globalization has led to the reduction
of employment in the formal sector of the
Indian economy? Is increased informalization
detrimental to the development of the country? 

(2016–200 words, 12.5 marks)
2. “Demographic Dividend in India will remain only
theoretical unless our manpower becomes more
educated, aware, skilled and creative.” What
measures have been taken by the government
to enhance the capacity of our population to be
more productive and employable?

3.

4.


(2016–200 words, 12.5 marks)
The nature of economic growth in India in recent
times is often described as a jobless growth. Do
you agree with this view? Give arguments in
favour of your answer.

(2015–200 words, 12.5 marks)
“While we flaunt India’s demographic dividend,
we ignore the dropping rates of employability.”
What are we missing while doing so? Where
will the jobs that India desperately needs come
from? Explain.  (2014–200 words, 12.5 marks)
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10.2 : POVERTY AND POVERTY LINE
Poverty is deprivation of basic needs that
determine the quality of life.
Reasons for poverty in India:
•
•
•

•
•

•
•
•

Historical factors, for example colonialism
Overpopulation
Growth is not fast enough to eradicate poverty;
models of growth may be unsuitable for poverty
alleviation. For example, capital-intensive growth
in a labour surplus country
Poverty itself prevents investment and
development
Widespread reliance on traditional methods of
agriculture; about 50% of the population depends
on agriculture whereas the contribution to GDP is
15%. While services are growing in double digit
figures, agriculture growth rate has been around
4.8% to 2%
Geographic factors, for example lack of fertile
land and access to natural resources
Anti-poverty schemes not being effective due to
institutional and other inadequacies
Lack of education and skills

Eradication of poverty
The strategy of the Government includes the
following elements
•
Socio economic planning
•
Food security through PDS, NFSA, etc.
•
Progressive taxation to garner fiscal resources
for spending on poor
•
Anti-poverty programmes - MNREGA
•
Massive social sector expenditure for skill
building
•
Decentralization through PRIs and Nagarpalikas
for better delivery models

Headcount ratio
It is described as the percentage of the population
who are below the poverty line, that is, the population
which is not able to buy a basic basket of items. It is also
called poverty rate or incidence of poverty or number
of people who are below the poverty line or BPL.

Poverty Gap
The Poverty Gap is a measure of the intensity of
poverty among the poor. It is the difference between
the mean income of the poor and the poverty line.
This indicator measures the magnitude of poverty as
well as its intensity i.e. number of poor and how poor
they are. The Poverty Gap Index is the combined
measurement of incidence of poverty (How many poor)
and depth of poverty (How much poor). The Poverty
Gap Index is also called the Foster index.

Poverty Line in India: Its Meaning, Concept
and Evolution
It should be noted that determination of the poverty
line and identification of poor/ beneficiary are almost
different things. Poverty line is (was) determined
by Planning Commission on the basis of data
provided by National Sample Survey Organization
(NSSO). NSSO conducts a survey at a 5 year interval
of a mere sample to capture consumption patterns of
various sections of society. It is taken care that the
sample size represents character of the nation (or a
state) as a whole. This gives us data about various
classes of consumption in the sample size (e.g. say
how many people out of sample size consume what
food? How many calories/ nutrients they get? What is
their expenditure on food and nonfood items such as
clothes? What people eat most within food - cereals,
pulses, fruits?) What are the patterns? And so on.
This is a goldmine of information that the Planning
Commission seeks.
Planning commission quantifies (in terms of money) the
calorific /nutritional needs for a basic minimum living by
taking an ideal, poverty line basket. This ideal basket
includes food and nonfood items which are recommended
by expert groups (among other things) which are constituted
from time to time. So, we will have a monetary figure
(Rs 16/25/32 etc.) which that expert panel considers a
benchmark poverty line. Then this poverty line is adopted by
the Planning Commission. For determination of this figure,
reliance is obviously placed on data provided by NSSO.
Now we have poverty line figure based on a minor sample
and we need to determine number of poor in the country
i.e. people whose consumption expenditure is below this
poverty line. For this, ratio of poor to the total sample size
is replicated on to total population of the country, e.g. if
sample survey size was of 2,00000 households and 50000
households are found to be consuming below the poverty
line figure then 25% of total population of the country will
be considered below the poverty line.
As we can see, in a given course of determination of
poverty line and estimation of number of poor there is no
identification of particular households. Number of poor
below poverty line in this sense is just a tool to measure
effectiveness of government policies and make interstate,
international or temporal comparison. Other product of this
exercise is poverty line. And it might be (or not be) used for
actual identification of poor beneficiaries.
The Ministry of Rural Development has been
conducting BPL census for rural poor since 1992
on the basis on which rural poor are actually identified.
In case of urban poor, there is no uniform mechanism
in place and state government /UT administration
adopt their own methodology for identification.
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Absolute Poverty versus Relative Poverty
Under absolute poverty certain minimum basic standards
of living are defined and people living below these
standards are termed as poor or below the poverty line.
This is done by determining a poverty line basket and
calculating the monetary figure of that basket (as in India)
which varies across countries.
In contrast, relative poverty is measured in relation to rich
people of the country. In this method, a certain percentage
of the economically bottom population is always considered
below the poverty line. So in a country, BPL people may
have all basic amenities and reasonable standard of living,
but as their income is far below national per capita income
they are considered as BPL.

Poverty Line Basket
Determining composition of the basket is one of the
most debated parts of the issue. To make a living, people
consume innumerable items. Apart from food, housing,
fuel, health, education, communication, transport,
entertainment/ recreation are the things which are
important. But, whether they should be included or not
in the basket and if included then, what should be their
respective weights is always in the debate. Whether
health should get preference over housing or whether
expenditure on recreation should be included in the basket
are the toughest questions to be answered. Problem
is that these are qualitative aspects and they need to
be quantified in monetary terms. Further, consumption
varies as per age groups, occupation, region, cultures and
gender, this variation is hard to capture.
Historically focus of India’s poverty like basket policy
has been on consumption of calories which was first
adopted in 1970s on the recommendation of Alagh
committee. It was believed that 2400 calories in rural
areas and 2100 calories in urban areas were sufficient
to give good nutritious health to citizens. In this sense,
the number or percentage of people below the poverty
line and those of under or malnutritioned people should
be roughly the same. But it is known that undernutrition
is more rampant and widespread than poverty and
outscores ratio of BPL people by huge margin .This
forced our policy makers to look for other determinants
of nutritional status and they found that pre natal/ birth
health of mother, postnatal care of babies, sanitation,
open defecation, health and educational infrastructure
has decisive impact on nutritional status of people.
Lack (or presence) of many of these things has pushed
significant numbers of people towards under nutrition,
even when they consumed more than needed calories.
These issues were taken into account by the Tendulkar
committee to some extent.

Reference period
During the survey, NSSO workers will ask certain
questions to the people. Period covered by these
questions is called reference period. Care has to be
taken that this period is representative of the general
pattern of consumption. If we take a poverty line

basket it will cover food and nonfood items .In case of
food, expenditure is routine and a particular month’s
consumption can give us data which represents the
general pattern. If we take consumption pattern of
nonfood items such clothes or footwear, we find that
in normal households, these are once or twice in
year expenditure. If we take a reference period of 30
days for these products, we will find that in majority
of households no expenditure at all. So the reference
period should be different for different category items.

Income
Based
Poverty
Line
Consumption Based Poverty Line

versus

We have seen that NSSO captures consumption
expenditure which is used by the Planning
Commission to determine the poverty line. An
alternative way of calculation of poverty line can
be one based on income of the population. But till
now all committees have favoured consumption
based poverty line due to the following factorsHuge majority of population has irregular income.
Most of them are in informal sector which consists
of self- employed people daily wage labourers, etc.
Income of this group is variable both temporally
and spatially, while consumption patterns are
comparatively much stable.
Even in case of regular wage earners, there are
additional side incomes in many cases, which
are difficult to account. e.g. MGNREGA provides
employment for about 100 days, for rest the time
too people will earn something. NSSO sample
based surveys use a reference period (say 30 days).
They will ask households under survey about their
consumption in the last 30 days. Thus they take a
representative of general consumption of those
households. This is not possible in case of income.
So we can conclude that in absence of reliable data
income based approach cannot be relied upon us.

Evolution of Poverty Line in India
One of the earliest estimates of poverty was done
by Dadabhai Naoroji in his book, ‘poverty and the
un-British rule in India. He formulated a poverty line
ranging from Rs 16 to Rs 35 per capita per year
based on 1867-68 prices. The poverty line proposed
by him was based on the cost of a subsistence diet
consisting of rice or flour, dhal, mutton, vegetables,
ghee, vegetable oil and salt.

Working Group of Planning Commission 1962
This was first created by the Planning Commission to
determine a desirable minimum level of expenditure
required to make a living. It recommended a national
minimum consumption expenditure for households Rural- ` 100/Month (` 20/ person); Urban–` 125/ Month
(` 25/person). It excluded health and educational
expenditure on assuming that it is provided by the
state. It used recommendations on balanced diet by
Indian Council of Medical Research.
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Task force of 1979 under Dr. Alagh

Expert group 2005 (Tendulkar)

The Poverty line of 1962 was used during the
1960s and 1970s at both national and state level.
But it attracted intense debate for its low figures.
In response, taskforce under Dr. Y.K. Alagh was
created to revisit the poverty line.
Average calorie requirement was estimated,
separately for the all India rural and urban areas
on the recommendation of a nutrition expert group.
This resulted in different poverty line baskets for
urban and rural areas. The estimated calorie
norm was 2400 cal per capita per day in rural
areas and 2100 cal per capita in urban areas.
Now, these calorie requirements needed some
monetary value which could be determined by
ascertaining quantity of consumption and ‘price/
value’ of that quantity. Data relating to quantity
and value was provided by NSSO’s survey.
It was estimated that on an average, consumer
expenditure (food and non- food) of Rs 49.09 per capita
per month was associated with a calorie intake of 2400
capita per day in rural areas and Rs 56.64 per capita
per month with a calorie intake of 2100 per day in urban
areas. This monthly per capita expenditure was termed
as the poverty line. This poverty line was used for
upcoming years after adjusting for rise in prices.

Largely it adopted the same poverty line as given
by Lakdawala committee and major departures were:
It adopted a ‘mixed reference period’ in place
of ‘uniform reference period’. During previous
methodologies, a uniform reference period was
used that included 30 days just before the survey
for all food and nonfood items, but the Tendulkar
group changed ‘reference period’ to past one year
for 5 nonfood items viz. clothing, footwear, durable
goods, education and institutional medical expenses.
For other items, the 30-day reference period was
retained; this is called Mixed Reference Period.
Further, it recommended a shift away from basing
the poverty line basket (PLB) in caloric intake and
towards target nutritional outcomes.
It called for an explicit provision in the poverty line
baskets to account for private expenditure on health
and education.
Alagh committee in 1979 had adopted separate PLB
for urban and rural areas, but Tendulkar committee
ended this practice by using a uniform basket (for
both rural and urban) based on previous urban
poverty line basket. These changes were made for
base year 2004-05 and ahead. Hence, this rendered
past poverty lines incomparable with new one as they
were based on URP and separate baskets for rural
and urban India. Poverty line was in the form of Rs
per capita per month. National poverty lines (in Rs
per capita per month) for the years 2004-05, 2009-10
and 2011-12 were:

Expert Group 1993 (Lakdawala)
This panel didn’t redefine the poverty line and
retained the mechanism defined by Alagh
expert group but with some changes. Instead, it
disaggregated the all India poverty line to state specific
poverty line (using fisher index) for base year 1973-74.
For latter periods these rural and urban poverty lines
of states were updated by taking into account
(a) Consumer price index - agricultural labour (CPIAL), for rural state specific poverty line and
(b) CPI–industrial workers (CPI-IW) for urban state
specific poverty line.
Then all India poverty ratio (rural and urban) was
derived through population based weighted average
of poverty ratios of various states.
Hence, poverty line of India was converted into
state poverty lines while poverty ratio of states was
aggregated to all India poverty ratios.
**Poverty line is based on consumption expenditure
which gets affected by inflation. So for latter years,
poverty lines are increased using CPI-AL/IW. They
won’t calculate a new poverty line every year. CPI
AL doesn’t include housing component, but CPI–IW
includes it. Group was able to give state specific
poverty lines of only 18 states as in other states
adequate data was not available. For these remaining
states, poverty line was determined by equating
them with one of the 18 states on basis of physical
contiguity and similarity of the economic profile of
those states. This mechanism was adopted by the
Planning Commission and was used till 2011 when
recommendations of Tendulkar expert group
were adopted.

Year
2004-05
2009-10
2011-12

Urban
578.8
859.6
1000.0

Rural
446.7
672.8
816.0

As per the expert group, these expenditures were
sufficient to cover food and nonfood expenditure,
including that on health and education. This
created furore in public and the government
was forced to appoint a new expert group under
Dr. Rangarajan. It is often said that Tendulkar
poverty line is equivalent to World Bank’s $1 or
$ 1.25 in PPP terms. This is purely incidental
and the poverty line calculated by Tendulkar had
nothing to do with World Bank methodologies,
but the government often defended the poverty
line claiming that it is as per global standards.

Expert Group, 2012 (Rangarajan)
Expert group submitted its report in 2014 giving
per capita monthly expenditure as Rs 972 in rural
areas and Rs 1407 in urban areas as the poverty
line. It preferred to use monthly expenditure of
households of five for poverty line purpose which
came out to be Rs 4860 in rural areas and Rs
7035 in urban areas. It argued that considering
expenditure of household is more appropriate
than of individuals. Living together brings down
expenditure and expenses such as house rent,
electricity, etc. get divided into 5 members.
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Other major recommendations were:
It reverted to the old system of separate poverty line
basket for rural & urban areas, which was unified by
Tendulkar group. Instead of mixed reference period,
it recommended modified mixed reference period
in which reference period for different items
were taken as: 365 days for clothing, footwear,
education, institutional medical care and durable
goods, 7 days for edible oil, egg and fish and meat,
vegetables, fruits, spices, beverages, refreshment,
processed food, pan, tobacco and intoxicant and
30 days for remaining food items such as fuel and
light, miscellaneous goods including non-institutional
medical expenses), rent and taxes.
Report says that the poverty line should be
based on certain normative levels of adequate
nourishment plus clothing, house rent,
conveyance, education. For normative levels
of adequate nutrition- average requirements of
calories, proteins and fats based on ICMR norms
differentiated by age, gender and activity for all
Year
1993-94
2004-05
2009-10
2011-12

India rural urban regions is considered. Calories
requirement is 2090 cal in urban areas and 2155
cal in rural areas. Proteins are 48gm for rural areas
and 50gm for urban areas. Fat is 28gm for urban
areas and 26gms for rural areas 26 gm. Normative
levels for fat and protein have been introduced for
the first time and those for calories are reduced
from earlier standards of 2100 kcal and 2400
kcal for urban and rural areas respectively. This
was in line with recommendations of India Council
of Medical Research. It was found by the council
that due to change in lifestyle, more automation
in industries, growing use of automobiles, etc.
minimum calorific consumptions required has fallen.
National urban and rural poverty lines were converted
to state specific poverty line by using fisher index.
This gave us poverty ratios in states and state’s
poverty ratios were weighted average of rural and
urban state poverty ratios. As per these estimates the
30.9% of the rural population and 26.4% of the urban
population was below the poverty line in 2011-12.

Lakdawal Committee Estimates Tendulkar Committee Estimates Rangrajan Committee Estimates
Rural
Urban
Total
Rural
Urban
Total
Rural
Urban
Total
37.3
32.4
36.0
50.1
31.8
45.3
–
–
–
28.3
25.7
27.5
41.8
25.7
37.2
–
–
–
–
–
–
33.8
20.9
29.8
39.6
35.1
38.2
–
–
–
25.7
13.7
21.9
30.9
26.4
29.5

World Bank’s Poverty line
The approach of Poverty estimation by the World Bank is similar to that employed in India. The World Bank’s
estimates of poverty are based on the poverty line of $1.25 per person per day measured at 2005
international price and adjusted to local currency using PPP exchange rate.

INDIA'S POVERTY
ANALYSIS
Poor as percentage of Indian
population in 2011-12
C Rangrajan methodology
29.5
Suresh Tendeulkar methodology
21.9
World Bank (a)
21.2
World Bank (b)
12.4
Fig.: 10.2.1

Note : poverty line in the
Suresh Tendulkar
methodology was
expenditure of `33 a day in
urban areas and `27 a day in
rural areas. In the
Rangarjan methodology, it
was `47 a day in urban areas
and `30 a day in rural areas.
IN WORLD BANK REPORT
(a) expenditure of $1.25 a day
per person on purchasing
power parity of `18.75 and
(b) expenditure of $1.90
a day per person on
purchasing power
parity of `28.5
As the methodology differs
between a and b, the number
of poor drastically went down
instead of moving up.
Source : Erstwhile planning
Commission, World Bank
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Arvind Panagariya Task Force
The discussion about Lakdawala Formula, Suresh
Tendulkar Committee and Rangarajan Committee
make it clear that defining a poverty line in India
has been a controversial issue since the 1970s.
The latest poverty line was defined by Rangarajan
Formula. However, this report also did not assuage
the critics. The new NDA Government turned down
this report also.

Evolution

To define the poverty line, The NDA Government
constituted a 14-member task force under NITI
Aayog’s Vice-chairman Arvind Panagariya to come
out with recommendations for a realistic poverty line.
After one and half years work, this task force also
failed to reach a consensus on the poverty line.
In September 2016, it suggested to the government
that another panel of specialists should be asked to
do this job of defining the poverty line. Informally,
t` his committee supported the poverty line as
suggested by the Tendulkar Committee.

Working Group of
Planning Commission

Alagh Committee

1. Dadabhai Noaraji cost of
Subsistence
Consumption based
Based on Calories.
2. Working Group on Planning
poverty line because
2400 Calories - Rural
Commission. 1962-Minimum
Areas
National income based on
1. Huge majority of
2100 Calories - Urban
ICMR det
populationAreas.
3.
1979
under
Dr.
Alagh
irregular
income
Under this classification
earliest
Income Based
Committee-revisit,
the
2.
Even
regular
poverty - under or
estimatesPoverty Line
wage earners may
malnutrition
Dadabhai Noaraji poverty line (colories)
versus
1970s
4. Expert Group 1993
-Poverty and
Consumption have difficulties.
Rs. 58 per capita per
UnBritish Rule (Lakdawala)-didn't redefine Based Poverty
poverty line. Only some
Based on ICMR
month - Urban
in India
Line
mechanism changed.
Balanced diet
Rs. 49 per capita per
5. Expert group
requirements.
month - Rural
2005(Tendulkar)-Changed
reference period past. one year
and 5 non food items induced.
But malnutrition is more widespread
Planning Commission (1962).
6. Expert, Group 2012
Rural-Rs 100/Month (Rs 20/ Person) than poverty. Hence, we checked into
(Rangrajan) - expenditure of
Urban-Rs 125/Month (Rs 25/person) other determinants.
household rather than
individual

Expert Group 1993
(Lakdawala)

retained the
mechanism
defined by
Alagh group
but with some
changes

Base year - 1973-74 Rural
and urban poverty lines
of states were updated
by taking into
account consumer prices
index agriculture labor
(CPI-AI), rural sate
specific poverty line & CPI,
industrial workers (CPI-IW)
for urban state specific
poverty line

Expert Group 2005
(Tendulkar)

Expert Group (2012)
Rangarajan

1. Mixed reference
period -1 year
2. 5 non food items
3. Shifting away from Per capita
poverty line basket
monthly
retained same
in caloric intake expenditure as
by Lakdawala
towards larger Rs 972 in rural
Committee
nutritional
areas
some changes
outcomes.
and Rs 1407urban

adopted by the planning
Commission
and was used till 2011

Poverty line was in the form
of Rs per capita per month.
National poverty lines (in Rs
Per capita per month)
for the year 2004-05

1. Expenditure on
household rather than
individual.
2. modified mixed reference
period
3. seperate basket for rural
and urban areas
4. PL based on diet + rent +
clothing + conveyance and
education
5. Normative levels for fat
and protein have been
introduced for the first time

Calories requirement is 2090
Cal in urban areas and
2155cal in rural areas.

Mind Map: 10.2.1

Why is defining the poverty line a controversial
issue?
Most of the governments have mothballed the reports
of committees and panels because this issue is not
only politically sensitive but also has deeper fiscal
ramifications. If the poverty line is low, it may leave
out many needed people; while if it is high, then it

would be bad for fiscal health of the government.
Third, there is a lack of consensus among states
too. We note that some states such as Odisha and
West Bengal supported the Tendulkar Poverty Line
while others such as Delhi, Jharkhand, Mizoram, etc.
supported Rangarajan Line. Thus, no one including
NITI aayog wants to bell the cat when it comes to
count number of poor in the country.
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How poverty is measured in other countries?
In most of the European countries, a family with
net income of less than 60% of a median net
disposable income is counted as poor. In the

United States, poverty line represents the basic
cost of food for a family multiplied by three. A
family is counted as poor if its pre-tax income is
below this threshold.

Mains Model Answers by IAS Toppers
‘Poverty Alleviation Programmes in India remain mere show pieces until and unless they
are backed by political will’. Discuss with reference to the performance of the major poverty
alleviation programmes in India.
(2017–250 words, 12.5 marks)
Poverty is a result and cause of socio economic inequality. It is alleviated not just by policies but strong
political will as well.
To alleviate poverty, socio economic political inclusion has to be achieved. Since independence there
have been many efforts to reduce poverty. But, only some are successful.
Public distribution system became efficient when backed by political will and became Targeted Public
Distribution System in later 1990s. Irrespective of political ideologies, there is a continuous political
will to provide affordable food to poor, evident in National Food Security Act, rejuvenation of Food
Corporation of India, etc .
MGNREGS has been successful in reducing push migration and has provided reasonable opportunities
of work to unskilled labour. The programme backed by rights based approach of political parties. World
Bank called MGNREGS as an innovative practice to promote financial inclusion.
National Rural Livelihoods Mission -Aajeevika, later renamed as Deen Dayal Antyodaya Yojana aims
to create efficient and effective institutional platforms of rural poor. They enable them to increase
household income through sustainable livelihood opportunities and access to financial service. It is a
successful case of empowerment of poor with consistent political will, evident in the number of SHGs
created and financial inclusion achieved.
Other measures like Jan Dhan Yojana, PM Ujwala Yojana aimed at financial inclusion and access to
clean fuel thrived because of government’s political ideology of “Sabka Vikas.”
These are just small instances of political will led poverty alleviation. In the larger context, the capacities
of poor have to be built and they should be continuously monitored and addressed based on multiple
deprivation criteria.
Increasing Inequality
In spite of rising incomes, the inequalities have also been widening which is a major challenge to inclusive
growth. The income disparities between the poorest and the richest in both rural & urban areas and between
urban & rural populations are on the rise. In urban India, this inequality has widened much faster.

Gini Coefficient

Lorenz Curve
It was developed by Max O. Lorenz as a graphical
representation of income inequality. The Lorenz
curve is used to calculate the Gini coefficient which is
the numerical indicator or inequality in a country.
% of income
100%
80%

line of
equality

60%
40%
Lorenz
Curve

20%

0%

20%

60%
% of household

A Lorenz Curve illustrates inequlity

Fig.: 10.2.2

To compute the Gini Coefficient, we first measure the area
between the Lorenz Curve and the 45 degree equality line.
This area is divided by the entire area below the 45 degree
line (which is always exactly one half). The quotient is the
Gini coefficient, a measure of inequality.
For a perfect equality, there would be no area
between the 45 degree line and the Lorenz curve - a
Gini coefficient of zero. For complete inequality, in
which only one person has any income (if that were
possible, the Gini Co-efficient will be 1).
The Gini coefficient of most of the economies stays
between zero and one.
Following are the Gini Co-efficients of a few
countries - Sweden 0.250, India 0.325, United
States 0.40, China 0.447 and Russia 0.456
Income growth is concentrated in certain urban centres
and those whose incomes increase are usually already
above average in income and education. The reality

is that those best positioned to gain from new
economic opportunities are the educated urbandwellers. On the other hand, the poor rely mainly on
agriculture, and the agricultural sector has not been
growing as fast as other sectors in most of Asia.
The current context of new technologies, marketoriented reforms and globalization has not favoured
the agricultural sector. Other causes of the
agricultural sector’s lacklustre growth include the
decrease in transfers of new technology to farmers,
and governments that invest little in agriculture and
do little to encourage private investment in the sector.
Given that high levels of inequality are partly the result
of government policy, government should address
inequalities by introducing policies that ensure labour
intensive growth, backward region development,
social security, increased public investment in agriculture,
skill providing and training programs, etc. In sum, main
reasons for widening wealth gaps in recent years are:
stagnation in agriculture while the economy is growing,
discrepancy in investment between urban and rural
areas which favoured better-educated, better-off urban
populations. Improvements in rural infrastructure are
being held back by government policies which deterred
private investment.
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the influx of rural labour holds wages down. But
as employment opportunities grow and the flow of
cheap rural labour is no longer there, wages rise
and an equalization tendency appears, which gets
stronger over time. Thus, if we plot inequality against
time, we get an inverted U or bell-shaped curve.
The recent work of Thomas Piketty, ‘Capital in
the Twenty-First Century’, questions the Kuznets
Curve. Piketty shows that since 1980, there has
been a sharp rise “in inequality in the US, Japan and
Europe. His data shows a U-curve in the trends of
inequality in the advanced nations - US, Japan,
Germany, France and Great Britain - the exact
opposite of the Kuznets Curve. Inequality grows
sharply after having fallen initially for a few years.

National* capital in Europe, 1870-2010
(as % of national income)

700%
600%

It's U-shaped

500%
400%
800%

Adverse impact of inequality
Growing inequalities can dampen growth due to
potential instability, weaken social cohesion.
Urban-dominated growth in India has caused
social friction as a result of the high levels of
migration to cities. In societies where wealth is
concentrated in the hands of a few, there is danger
of policy levers being captured by the rich for their
own benefit and a weakening of the institutional
foundations of the growth process.

Kuznets Curve
Economist Simon Kuznets had hypothesized that as an
economy develops, inequality increases but later reduces.
In other words, the shape of the Kuznets curve is like
an inverted U. Japan, Germany and some other social
democracies in Europe support the hypothesis.

800%

200%
100%
2010

1870
*Sum of public and private capital
Fig. 10.2.4

Piketty shows that there is nothing natural or
automatic about declining inequality under market
system. It is the destruction of war, the policies of a
Keynesian welfare state and a strong labour movement
that led to a decline in inequality in the 60-year period
(1914-1974). The trend shifted towards greater market
forces and so inequality rose again since the 1980’s
and the result is the rise in inequality.

Inequality

Rising Inequality in India
World Inequality Report 2018

Income per capita
Fig. 10.2.3

Kuznets Curve and Thomas Piketty
Kuznets Curve says that the natural progression
of development is towards industrialization and
urbanization. Initially, this leads to increased
inequality in society, as capitalists get richer and

The report also makes a comparison of economic
progress made in India and China. Since 1980,
the Chinese economy has grown 800% and India’s a
far lower 200%. At the same time inequality in China
today is considerably lower than in India. The share
of the top 1% of the Chinese population is 14% as
opposed to the 22% reported for India. Per capita
income in China was five times that of India in
2016 while the percentage of the population living
on less than $1.90 a day was about 10 times less at
the beginning of this decade.

Reasons behind China’s growth
Imaginative public policy and steady governance
was the ideology of China for which it had chosen
Authoritative government. Leadership combined the
drive for growth with the spreading of human capital.
The spread of health and education in that country
enabled the Chinese economy to grow faster than
India by exporting manufactured goods to the rest of
the world. Those goods may not have been good in
quality but they were globally competitive, which made
their domestic production viable. The resulting growth
lifted vast multitudes out of poverty, which accounts
for the relative equality of outcomes in China when
compared to India. An ingredient of this is also the
greater participation of women in the workforce of
China, an outcome that eludes India.

Key Findings of the Report
•

•
•

•

Time to Care Report
The report, titled Time to Care: Unpaid and
Underpaid Care Work and the Global Inequality
Crisis has been released by Oxfam International.
The report focuses on the alleviation of global
poverty. It also states that economic inequality is
out of control and has created a great divide in the
world. This great divide is based on a flawed and
sexist economic system which has accumulated vast
wealth and power into the hands of a rich few. And
they are also exploiting the labour of women and
girls, and systematically violating their rights.

Fig.: 10.1.13

•
•

447

India’s richest 1 percent hold more than fourtimes the wealth held by 953 million people
who make up for the bottom 70 per cent of the
country’s population.
The total wealth of all Indian billionaires is more
than its full-year budget.
Regarding India, Oxfam said the combined total
wealth of 63 Indian billionaires is higher than the
total Union Budget of India for the fiscal year
2018-19 which was at Rs 24,42,200 crore.
It further said women and girls put in 3.26 billion
hours of unpaid care work each and every day
— a contribution to the Indian economy of at
least Rs 19 lakh crore a year, which is 20 times
the entire education budget of India in 2019 (Rs
93,000 crore).
Women and girls are among those who benefit
the least from today’s economic system.
They spend billions of hours cooking, cleaning and
caring for children and the elderly. Unpaid care
work is the ‘hidden engine’ that keeps the wheels of
our economies, businesses and societies moving.

Social Security Scheme for Gig Economy
The gig economy has been growing exponentially in
size in recent years without any social security. Those
working in the gig economy do not enjoy the same
rights and protections as employed workers, such as
health benefits, overtime pay and sick leave pay.
•
Threat to social protection system: Rising
numbers of gig workers threaten to erode the
contribution base of social protection systems
as the firms have an incentive to shift work onto
those workers who enjoy the least protection.
The draft Code on Social Security has proposed that
the Centre may formulate social security schemes
for gig workers and platform workers.
Such schemes would encompass issues like “life
and disability cover”, “health and maternity benefits”,
“old age protection” and “any other benefit as may be
determined by the Central Government”.
For the first time, ‘gig workers’ and ‘platform workers’
are part of the draft law. The draft law has defined
a gig worker as a “person who performs work or
participates in a work arrangement and earns from
such activities outside of traditional employeremployee relationship.” e.g. freelancers, independent
contractors, project-based workers and temporary or
part-time hires. A platform worker is a person who is
part of an organisation that “uses an online platform
to access other organisations or individuals to solve
specific problems or to provide specific services in
exchange for payment”. e.g. Uber driver.
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Previous Years’ Prelims Questions
2019
1.

In a given year in India, official poverty lines are
higher in some States than in others because
(a) poverty rates vary from State to State
(b) price levels vary from State to State
(c)	Gross State Product varies from State to State
(d)	quality of public distribution varies from
State to State
Sol. (b)
These poverty lines would vary from State to
State because of inter-state price differentials.
2. Very recently, in which of the following
countries have lakhs of people either
suffered from severe famine/ acute
malnutrition or died due to starvation
caused by war/ ethnic conflicts?
(a) Angola and Zambia
(b) Morocco and Tunisia
(c) Venezuela and Colombia
(d) Yemen and South Sudan
Sol. (d)
Yemen is now on the brink of “the world’s largest
famine”, according to the United Nations.
South Sudan has also declared a famine, more
than half of the people in the world’s youngest
nation face extreme hunger amid civil war.
3. With reference to the provisions made under the
National Food Security Act, 2013, consider the
following statements:
1.	The families coming under the category of
‘below poverty line (BPL)’ only are eligible
to receive subsidies for food grains.
2.	The eldest woman in a household, of age
18 years or above, shall be the head of the
household for the purpose of issuance of a
ration card.

3.	Pregnant women and lactating mothers
are entitled to a ‘take-home ration’ of 1600
calories per day during pregnancy and for
six months thereafter.
Which of the statements given above is/ are
correct?
(a) 1 and 2
(b) 2 only
(c) 1 and 3
(d) 3 only
Sol. (b)
The Act provides for coverage of up to 75% of
the rural population and up to 50% of the urban
population for receiving subsidized foodgrains
under Targeted Public Distribution System
(TPDS). It provides that eldest woman of the
household of age 18 years or above is to be the
head of the household for the purpose of issuing
of ration cards.
Besides meals to pregnant women and lactating
mothers during pregnancy and six months after
the child birth, such women will also be entitled
to receive maternity benefit of not less than Rs.
6,000.

2014
1.

The main objective of the 12th Five- Year Plan is
(a)	inclusive growth and poverty reduction.
(b) inclusive and sustainable growth
(c)	sustainable and inclusive growth to reduce
unemployment
(d)	faster, sustainable and more inclusive growth
Sol. (d)
Twelfth Five Year Plan (2012-2017) was
launched with the objective of faster, sustainable
and more inclusive growth. It aimed to increase
the GDP at a faster pace such that each strata
of the society is a part of and contributed to the
growth and hence fostered an environment of
inclusive growth which is sustainable.

Previous Years’ Mains Questions
1.

2.

How globalization has led to the reduction
of employment in the formal sector of the
Indian economy? Is increased informalization
detrimental to the development of the
country?(200 words, 12.5 marks)
(2016)
“Demographic Dividend in India will remain only
theoretical unless our manpower becomes more
educated, aware, skilled and creative.” What
measures have been taken by the government
to enhance the capacity of our population to be
more productive and employable? ( 200 words,
12.5 marks)
(2016)

3.

4.

The nature of economic growth in India in recent
times is often described as a jobless growth. Do
you agree with this view? Give arguments in
favour of your answer. ( 200 words, 12.5 marks)

(2015)
“While we flaunt India’s demographic dividend,
we ignore the dropping rates of employability.”
What are we missing while doing so? Where
will the jobs that India desperately needs come
from? Explain. ( 200 words, 12.5 marks) (2014)

