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Preface


After one hour and twenty-one minutes of persuasive, sometimes animated, speech, Narendra Damodardas Modi mentions ‘rojgar’ before stopping for a sip of water and wiping his trimmed beard with a white handkerchief. He is about to present the math on job creation.


On 20 July 2018, the Telugu Desam Party moved a no-confidence motion in Parliament, protesting the Modi government’s failure to grant special category status to Andhra Pradesh. The Opposition parties and the ruling National Democratic Alliance (NDA), a coalition led by the Bharatiya Janata Party (BJP), exchanged potshots throughout the day on issues ranging from farmer distress and demonetization, to the goods and services tax (GST) and India’s purchase of Rafale jets from France. The president of the Indian National Congress, Rahul Gandhi, in his speech, invoked employment. ‘Unemployment today,’ he accused, ‘is the highest in seven years.’


Now, the buck stopped with Prime Minister Modi, whose party, the BJP, had mentioned the word ‘jobs’ no less than 13 times in its election manifesto of 2014. ‘The country has been dragged through 10 years of jobless growth by the Congress-led UPA government. Under the broader economic revival, BJP will accord high priority to job creation and opportunities for entrepreneurship,’ the manifesto read.


‘About rojgar,’ Modi begins again, ‘there are misconceptions being floated in this country. There is an attempt to distort the truth.’


He gives up speaking extempore to read from a paper at this point. One way to measure employment in the formal sector is using the Employee Provident Fund. ‘From September 2017 to May 2018, in nine months, there were 45 lakh new net subscribers,’ he tells Parliament. In the same period, the National Pension Scheme added over five lakh new subscribers. Put together, about 50 lakh or five million have joined the formal workforce in this period. This number would be more than 70 lakh or seven million for a year, Modi estimates. He moves on to talking about professionals, the doctors, engineers, architects, lawyers, chartered accountants (CAs) and company secretaries.


‘An independent institute has surveyed this…’ he continues. ‘The study says that in 2016–2017, about 17,000 new CAs have joined the system; of this more than 5,000 people have started a new company. If one CA company employs 20, then these organizations would have employed more than one lakh people.’


More than 80,000 postgraduate doctors, dental surgeons and Aayush doctors graduate from colleges each year. If 60 per cent of them start their own practice and one doctor employs five, 2.4 lakh jobs have been created. A similar calculation is cited for lawyers. In 2017, 80,000 people became lawyers. If 60 per cent of them started their own practice and employed a few people each, another two lakh jobs would have been created.


‘In these three professions itself, in 2017, more than six lakh would have been employed,’ Modi says.


The prime minister, dressed in a full-sleeved white kurta with a pen tucked in his breast pocket, turns to informal employment numbers next. He talks about the dual nature of India’s job market. The formal workforce has social security cover. Informal employees have no such protection, but constitute the majority of India’s workforce. Formal workers only constitute 15–21 per cent of India’s nearly 500 million workforce.


‘The transport sector employs a lot of people. Last year, 7.6 lakh commercial vehicles were sold. Twenty-five per cent of these vehicles could be replacement. So if 5.7 lakh new vehicles employ two people each, the employment number is 11.4 lakh.’


Likewise, the sales of passenger vehicles add up to five lakh driver jobs and autorickshaw sales to about 3.4 lakh jobs.


‘In the last one year, the transport sector, because of these three vehicle sales, has employed 20 lakh,’ Modi summarizes.


The number of jobs created in a year, when both the formal and informal headcount is added, totals nearly a crore, or 10 million.


‘This is an independent institute study. I am quoting them. This is not a government figure. I urge you not to distort the truth without proof. Don’t mislead the nation,’ Modi tells the Opposition in the end, amid chants of ‘we want justice’ in the background.


Critics have been quick to point out that some of these assumptions could be misplaced. Mahesh Vyas, managing director and chief executive officer (CEO) of the Centre for Monitoring Indian Economy (CMIE), a company that produces economic and business databases, pointed out that the numbers Modi cited could be of ‘replacement jobs’. There is, for instance, large-scale farm to non-farm migration and a farm labourer moving to a city to drive an auto is an example of such replacement. These are then not ‘net new jobs’. Yet, the fact that Modi cites these assumptions from the independent study points to a few pressing conclusions.


One, with general elections round the corner, the government is under considerable pressure to show that its policies and efforts have worked. As India goes to the polls in 2019, jobs will probably be the most debated four-letter word once again – the no-confidence arguments of 20 July underline that. The Opposition argued that the ruling government has little idea on how to go about creating jobs.


Indeed, jobs and income became a central issue during the state polls held in November–December 2018. Assembly elections in the five states of Rajasthan, Madhya Pradesh, Chhattisgarh, Telangana and Mizoram were colourfully described as ‘semifinals’ by some politicians before the ‘finals’ of 2019. The Congress did better than the sitting BJP government in three of them – conclusively in Chhattisgarh and Rajasthan and marginally in Madhya Pradesh.


Rahul Gandhi addressed a 25-minute press conference after the victory, mentioning ‘jobs’, ‘employment’ and ‘rojgar’ nine times. Lack of jobs and farmer distress, he repeatedly stressed, were at the heart of why BJP lost. ‘There are serious questions being asked about the future of our youngsters. The central question there is: how does our government intend to give jobs to millions and millions of Indian youngsters? There is a sense among the youth that the promise of the prime minister [of rojgar], hasn’t been met. There is the same feeling among the farmers,’ he said.


This narrative wouldn’t change until the 2019 general elections. Job creation does remain Modi’s biggest challenge. For that matter, it is the biggest challenge for any government in 2019 and beyond.


Two, it is difficult to come across reliable data about jobs and job creation. Most of the government surveys either have design flaws or are released once in many years. One audacious private effort by the CMIE at tabulating unemployment – a household survey to measure unemployment that it started in 2016 – isn’t quite liked by many in the government. The numbers aren’t encouraging. The employment needle, according to the CMIE, hasn’t moved in the past year. The number of people employed in 2017–18 was 406.2 million, 0.1 per cent lower than the year before. The employment rate, or the proportion of working age population that is employed, slid in 2017–18 to 41.45 per cent compared to 42.59 per cent the year before.


The CMIE cited many reasons for the disappointing numbers, from the shocks of demonetization and GST introduction to poor investment demand. Some of these problems continue – India’s unemployment rate, according to the CMIE, was over 6.62 per cent in November 2018. In the same month the previous year, the unemployment rate was much lower at 4.76 per cent.


The government’s unemployment estimates are more conservative, but its surveys are not really comparable to those of the CMIE, whose computations are based on the status of the respondents as on the day of the survey or as on the preceding day.


The fifth annual Employment Unemployment Survey (EUS) report, the latest available, was executed from April 2015 to December 2015 by the Labour Bureau. This survey uses two approaches to calculate unemployment. The first is the Usual Principal Status (UPS) approach, which refers to the employment status of a person during a reference period of 365 days preceding the date of the survey and whether they spent the majority of that time (183 days or more) working or not working. If a person isn’t working under this approach, it reflects ‘chronic unemployment’. The second is the Usual Principal and Subsidiary Status (UPSS) approach, which is a hybrid approach and considers a person employed if she/he has worked even for 30 days or more in any economic activity in the 12 months preceding the date of the survey.


The unemployment rate was estimated at 5 per cent under the UPS approach; 5 per cent of those aged 15 years and above were available for work but could not get work. Under the UPSS approach, the unemployment rate stood at 3.7 per cent.


An unemployment rate of 5 per cent or slightly lower appears manageable right now. It does not indicate a job crisis. But consider this: more than a million young people enter the working age population in India every month. The World Bank’s South Asia Economic Focus Spring 2018 report states that between 2015 and 2025, India’s working age population, or those above the age of 15, is seen to be expanding by 1.3 million a month.


India, therefore, needs to create millions of jobs a year – exactly how many millions depends on the estimates of the employment rate. Not everyone in the working age population works. The World Bank calculates the share of the working age population that is at work at 50 per cent. India, the report states, would need to create more than eight million jobs a year to maintain the same level of employment rate, going ahead. The CMIE’s estimate of employment rate, as mentioned above, is lower at 41 per cent in 2017–18.


Modi’s math is an effort to tell citizens that the government overachieved on that magic number by creating 10 million jobs in 2017–18. Assuming Modi is correct, and the critics wrong to be doubting this assumption, the question is whether India can sustain the 8–10 million job creation number every year from here on. A larger job crisis, as this book discusses, may be arriving soon.


Manufacturing is getting more technology intensive and so is the services industry. The ability of these two sectors to absorb people migrating from the unproductive and less remunerative farm sector is on the decline. Robots and bots are also decimating the higher-paying white-collar jobs. Technological disruptions imply that jobs of the future would need people with higher technical skills. India, however, has a culture of knowledge but not one of skilling. The country needs vocational education at scale. There is also a geographical disparity of work. The east, north-east and central India have labour supply, but jobs are mostly in the south, the west and around the National Capital Region (NCR) in the north. Matching demand with supply is ridden with complications.


Indeed, the poor cannot choose to, or afford to, remain unemployed. They pick up whatever marginal work comes their way. India’s unemployment number, therefore, could remain low even in the future. Nevertheless, this masks a connected crisis that often gets missed in the furious debates around employment or the lack of it: the wage crisis. In other words, much of India earns peanuts. When there are fewer jobs and more people, salaries become the casualty. This book, then, is as much about the pay crisis as it is about shrinking jobs.


The fifth annual EUS estimated that at an all-India level, nearly 68 per cent of the surveyed households had average monthly earnings which did not exceed `10,000. About 22 per cent of the households had monthly earnings that didn’t exceed `5,000. In Madhya Pradesh, 35.8 per cent of households had average monthly earnings which did not exceed `5,000. The numbers were not substantially better for West Bengal (34.5 per cent earned under `5,000), Uttar Pradesh (30.1 per cent earned under `5,000) and Odisha (29.8 per cent earned under `5,000). Considering there are four people in a household, an income of `5,000 a month implies `1,250 per person a month, or `42 a day. That is roughly what a litre of milk would cost. On the other side of the spectrum: only 0.2 per cent of Indian households during the survey reported earnings above `1 lakh.


India Ratings and Research, in a report, says that rural wages have been under pressure lately. Wage growth, adjusted for rural inflation, grew just 0.45 per cent during 2015/16–2017/18. That’s a fall from the 11.18 per cent growth rural wages saw between 2012–13 and 2014–15.


One reason for the pay crisis is the country’s productivity crisis. A deadly cocktail of economic and non-economic factors poison our companies. When it comes to human capital, poor skills render job seekers unemployable and therefore poorly paid.


A 2018 Citibank research report, ‘Citi GPS: Global Perspectives and Solutions’, cites that India’s labour productivity growth averaged a dismal 1.7 per cent in the 30 years between 1950 and 1980. ‘It improved to an average of 3.8 per cent in the next 20 years and shot up to an average 8 per cent between 2005 and 2011, which were also India’s best growth years. Since 2011, labor productivity growth has started decelerating and the 4.3 per cent growth posted in 2017 was much lower than what is required to sustain GDP growth in excess of 8 per cent,’ the report states. India needs GDP growth in excess of 8 per cent to create the eight million or more jobs a year. Lower rates of growth will not give enough of a fillip to the employment market. Economists at the Azim Premji University, for instance, have calculated that a 10 per cent increase in GDP now results in less than a 1 per cent increase in employment. In the 1970s and 1980s, India’s GDP grew at 3–4 per cent while employment increased at around 2 per cent a year.


Beyond numbers and the political rhetoric, this book follows the real actors – job seekers, skilling institutes, staffing companies, businesses, entrepreneurs, politicians, policymakers, labour unions, influencers, economists and academics, among a lot more. It tells true stories on India’s pay, productivity and the coming job crisis, one that can easily turn into a demographic nightmare if not addressed urgently and immediately – more so because India is a young and aspirational country. By 2020, India’s average age will be 29, versus 37 in China and 48 in Japan.


This book connects the dots on what’s coming and why the economy’s ability to absorb so many into the workforce every year is a slippery slope.


The first section of this book is about why the demand for jobs could shrink in the future, and how it could accelerate the pay crisis. It lays out why Indian industry and agriculture suffer from a productivity paralysis and the approaching disruptions because of the rise of exponential technologies and the age of de-globalization.


The second section narrates the problems with the supply side of India’s human capital and the conversations around poor primary and vocational education, health and attitudes. It also explores the implications that the shrinking demand for jobs and our poorly prepared human capital will have on the country. It points out that the first casualty will be national prosperity. Calls for reservation in government jobs will get louder, catalysing a social and political nightmare.


The final section narrates success stories or best practices. Some of the ideas are scalable, others not so much. Even so, all of them point to what India could do about the crisis.


India’s GDP per capita is estimated at $2,135 in 2018. Achieving the level of the US’s GDP (per capita over $60,000) is light years away. However, India could aim to raise GDP per capita to over $10,000, which is China’s level today. This too is going to be a long haul because there are many moving pieces that are tough to fix. Narendra Damodardas Modi, and his advisers, have some bright ideas. But it will take more than that. It will take relentless execution, not just by one hero but also by the long cast of 31 chief ministers. Only then can India hope to create more jobs and improve incomes – in short, avoid a demographic disaster.




Introduction


A Job for Rashmita


The Coimbatore Express halts briefly at Morappur. It is a gusty December evening. The windows are pulled down, but rainwater still sprays on to the seats. A depression off the south-east coast of Sri Lanka has intensified into Cyclone Ockhi the previous day, wrecking lives in many districts of Kerala and Tamil Nadu.


Rashmita Mohanta, 27, is unaware of this storm. She looks out into the dark blurry railway platform through the windowpane, and then back at a phone placed on her lap. The gallery app has a few photographs of a little boy in an orange tee and black trousers. It is of Satyajit, her son, all of six years old.


Her husband, Murlidhar Mohanta, is a technician. When they married in 2010, Murlidhar worked in a plant that made rare gas products in Bangalore, now Bengaluru. His salary was `15,000. In subsequent years, he switched to a job in Goa and then to a steel plant in Hospet, a city in Karnataka’s Bellary district. Here, his income more than doubled, and Satyajit started attending a private English-medium school.


One day, the factory in Hospet closed down. The family was uprooted. Their income plummeted overnight to zero. Murlidhar couldn’t find a job in Karnataka, or in any other state. He chose to move back to his home state, Odisha. The family rented a house in the village of Patna in Keonjhar district, aver 200 kilometres from Bhubaneswar, and admitted Satyajit in an Oriya-medium government school.


Murlidhar remained unemployed for seven months before finding work in an oxygen plant overseas – in Bahrain. There was no assurance from the employers that he would keep the job for long. He migrated anyway. Rashmita, meanwhile, started looking for employment. She trained for four months in sewing machine operations under the Deen Dayal Upadhyaya Grameen Kaushalya Yojana (DDU-GKY), along with a batch of 58 others, all from Odisha.


All 59 of this group of 39 girls and 20 boys are now aboard the Coimbatore Express. In three hours, the train will pull up at Tiruppur, a town in Tamil Nadu. In 48 hours, they will start work at a garment factory, which exports its products to Europe. They will live in two hostels run by their new employer.


The winds of change seem promising to the 59; most of them have only studied till the tenth standard. They are to get a taste of formal employment for the first time. The Indian job market has a dual nature, with a vast majority of workers in the informal sector receiving no pension or medical benefits. However, the garment export industry is subjected to international due diligence. Employees need to subscribe to a pension fund and a health insurance plan and so most of the 59 will open a bank account for the first time.


Rashmita isn’t sure what’s in store for her. Life has been difficult. Her mother-in-law will look after her son, who is now studying in the first standard.


‘My son is intelligent and can’t be studying in an Oriya-medium school. I need to shift him out,’ she says.


Rashmita speaks softly. The cacophony of vendors selling everything from key chains to tea nearly drowns her voice. She has an oval face and a dark complexion. Her hair is coarsely tied. Gold-plated earrings and shell and coral bangles set her apart from the rest. She is the only one in the group who is married. At 27, she is a generation older than most job aspirants. Everyone calls her ‘Didi’. Rashmita holds hands with Priyanka Barik, a job aspirant sitting next to her in the coach, and leans lightly against Priyanka’s shoulder for a moment.


‘Living with them will help me forget my son,’ she says.
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Tiruppur is a town of over four lakh people. According to the Census 2011 data, 60 per cent of its population between 15 and 59 years are ‘main workers’, or those who have worked for more than six months. That is one of the highest numbers among the country’s urban areas. In other words, it’s a great place for a job seeker. In Bengaluru, only 54 per cent of the population between 15 and 59 are main workers; they comprise 52 per cent of the working population in Coimbatore, Greater Mumbai and Gurugram; in Pune the number is about 50 per cent, Delhi about 46 per cent, Bhubaneswar 44 per cent.


The town, over the last five decades, has seen a rise in knitwear manufacturing. It is often called the ‘Knitwear Capital of India’. Some refer to it as the ‘Textile City’, or ‘Dollar City’. All this indicates its strong entrepreneurial culture. In Tiruppur, it is not uncommon to find sewing machine operators ganging up to start a business. Before Bengaluru blossomed as the start-up hub of India, it was Tiruppur’s small entrepreneurs who paved the way.


The railway station at Tiruppur played a pivotal role in the rise of industry. Proximity to the station helped the region’s cotton growers to cater to manufacturers in Calcutta in the early twentieth century. Back then, Calcutta, now Kolkata, ruled the roost as the country’s epicentre for the knitwear business. By the mid-1930s, traders had installed machines in Tiruppur and local entrepreneurs started taking subcontracted work from Kolkata- and Mumbai-based domestic brands and began making inner wear and white-bleached garments.


Labour activism and unrest, however, proved toxic for the east. In Bengal, the word ‘gherao’, a protest wherein employers prevent factory managers or owners from leaving their workplace until their demands are met, gained currency in the 1960s. The Centre of Indian Trade Unions (CITU) held its first conference in Calcutta in May 1970. The West Bengal Hosiery Association, on its website, writes that till about the 1960s, Bengal produced 75–80 per cent of the country’s output. But in the following decade, knitwear manufacturing started shifting from the east to the south. It was boom time for Tiruppur.


The town had an export turnover of `1 crore in the early 1980s. In the year ending March 2017, about 8,500 units produced goods worth `45,000 crore. In the year ended March 2018, the turnover declined to `44,000 crore as manufacturers warmed up to tax reforms. The GST, an indirect tax that replaced many other indirect taxes in the country, was implemented in July 2017.


Tiruppur exports more than half of what it produces. Exporters now have a ‘Vision 2020’ plan. They anticipate production topping `1 lakh crore, which implies that the employment number in the area could potentially double in the same period.


Entrepreneurs here see no shortage of business demand. Almost anyone who is someone in the town has a scripted explanation: ‘Knitwear is a promising industry because, next to food, man needs clothes. The upwardly mobile require at least four sets of clothes a day. Jogging or gym stuff in the morning, formal wear for work, evening party wear and, finally, a nightdress.’ There is, in short, exponential demand.


All this is good news for migrant workers – nearly half of the town’s workers come from outside the state.


Rashmita will join Victus Dyeings’ garment division in Udumalpet, about 70 kilometres from Tiruppur town.


The road to its factory meanders through wind farms, dense coconut estates and cotton and millet plantations. To the left side of the main gate is the factory’s storage where Lycra fabrics, cut by machines, and accessories such as buttons are stored. The right side of the campus has the production unit. The factory churns out 35,000 pieces every day, producing knitwear for children, women and men, and products ranging from pyjamas to inner wear. The items are exported to branded stores in the US and in Europe. The factory employs 1,600 people.


There are 40 assembly lines; each line has 18 sewing machines placed in a zigzag model. This model saves space, enabling more machines and operators to be squeezed in. Workers, today, are assembling a long floral pant for Marks & Spencer. In each line, the pants are first stitched before they undergo two levels of quality checks. The pieces are then passed on for ironing and finally packed.


Rashmita will work as a line supervisor, a grade above the sewing machine operator. If she performs, she could be put in charge of inspecting as many as 20 lines. Eventually, she could be promoted to the position of floor in-charge, then assistant production manager, and eventually production manager. This cycle can take up to 10 years. Her salary could potentially jump ten times as well, up from the `7,500 promised right now.


This, of course, is theoretical. It’s the sort of chart HR honchos use to impress job seekers. But there is many a slip between the cup and the lip.
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The Federation of Indian Chambers of Commerce and Industry (FICCI), an industry body, organized a Global Skills Summit on 15 September 2017 in Delhi. Nearly everybody stops by the entrance to the auditorium. They look at the metal contraptions that have been strategically placed here. Executives at the Danish company Universal Robots, the makers of these machines, are busy explaining that these are no ordinary robots, but ‘collaborative robots’, or cobots.


Cobots, in short, are easy-to-use robots. Traditional robots, or programmable machines that perform a series of repeatable tasks, have been around since the 1960s. However, giant robots, of the sort used by car makers, had to be fenced because they could potentially harm workers. Cobots evolved around 2016, and come with new technology such as sensing capabilities. Cobots can sense when a human is close by and stop working. They don’t need to be caged. They are also smaller in size and can be moved around easily in a factory. Cobots can pick and place materials, load and unload components from a machine, drive screws and paint, among other applications – most things a traditional robot does in an auto or electronics industry, for instance, but with more ease of use. They also cost less, making them attractive to small businesses.


Inside the auditorium, there is more bot-talk. The summit wants to take a ‘deeper look at the automation potential in the global workplace today and its impact on employment and productivity’. The inaugural session has nine people on stage, including the recently crowned Union Minister for Skill Development and Entrepreneurship Dharmendra Pradhan.


Pradhan is from Rashmita’s state, Odisha, where in the past he has worked ‘on several issues concerning the youth, such as unemployment and lack of skill-based education, rehabilitation and resettlement of farmers, displaced persons and other backward classes’, his ministry’s website states.


Pradhan stands in the centre of the stage, wearing a blue kurta and a Nehru jacket. To his left are four men in dark jackets: Rashmikant Joshi, the managing director of Festo India; Bijay Sahoo, the group president of strategic HR at Reliance Industries Limited; Simon Bartley, the president of WorldSkills, an organization that promotes skills excellence; and Sanjaya Baru, former secretary general, FICCI. To his right is Shobha Mishra Ghosh, assistant secretary general, FICCI; Dr Sandhya Chintala, vice president of the Sector Skill Council at the information technology (IT) industry lobby body, the National Association of Software and Services Companies (NASSCOM); Vikramjit Singh Sahney, chairman of the Sun Group; and Mohandas Pai, chairman of the FICCI Skill Development Committee and also chairman of Aarin Capital and Manipal Global Education Services.


FICCI, NASSCOM and EY, an advisory firm, had jointly prepared a report on the ‘Future of Jobs in India’. The nine men on stage together unveil the 128-page report. The report opens with a quote from Jack Welch, the former chairman and CEO of General Electric, who is now an author and a commentator. ‘If the rate of change on the outside exceeds the rate of change on the inside, the end is near,’ reads the quote. It is juxtaposed on a picture of a handshake – between a robotic and a human wrist.


By page 17, the report starts talking about the decoupling of growth and incremental job creation in core sectors, citing declining employment elasticity.* Declining employment elasticity can mean jobless growth.


‘The decoupling is due to the fact that the employment elasticity to output has been declining across core sectors. Companies are squeezing out inefficiencies in their supply chains through redesign of business process and their enablement by optimisation technologies,’ the report states.


‘During 1993–2012, for the aggregate employment estimates for India, the elasticity of labour to output was around 0.2. This meant that for every 10 per cent change in real GDP there was a 2 per cent change in employment. This marked a significant decline from the 1980s (point elasticity 0.41). The employment elasticity to output is further expected to decline in the coming years with the gradual adoption of exponential technologies by Indian companies.’


Exponential technologies include robotics, artificial intelligence (AI), Internet of Things (IoT), machine learning, social media, analytics, cloud and 3D printing. Robots have existed for decades in manufacturing but now they no longer need a human operator. In short, they can work autonomously; they can be controlled by AI programs. AI is a generic name for a computer program or software that thinks and acts like a human being. AI systems can be trained to perform non-cognitive and, increasingly, cognitive tasks. In manufacturing, AI-driven robots can learn on their own and are precise. AI machines need to be fed with humongous amounts of data for self-learning. There is an explosion of data because of the rise of social media. Powerful and cheaper computing power is making analysis of complex data easy. 3D printing, where parts of a product can be physically printed from a machine, is threatening to disrupt the manufacturing industry and its traditional supply chain.


That Rashmita’s husband could not find a job in India for seven months was probably because job elasticity is on the decline. With his skills, he could have been employed in the metals sector in Odisha. However, automation is slowly but surely chipping away at jobs. Ravi Uppal, the former managing director and group CEO of Jindal Steel & Power Limited, told me that a million tonne steel plant requires a billion dollars of investment and only employs 5,000. Five years ago, the same plant would have employed 9,000. Apart from automation, the metals industry is moving towards multi-skilling, which reduces the need for manpower: while earlier those working in mechanical areas in a plant would only do mechanical jobs, steel plants are now training them for electrical jobs, for instance, and electrical workers are trained for instrumentation work.


Employment growth in India’s corporate sector has been anaemic of late. The CMIE studied data from many listed companies. During the five years before 2016–17, the average increase in employment in the corporate sector was 0.75 per cent per annum, its report states. Employment did grow 2.7 per cent in 2016–17, but the figure is much lower compared to the 4 per cent average growth seen during the six years until 2011–12. The slowing growth rate is not only due to increasing automation but also because of excess capacity in manufacturing arising out of the low demand for products from end consumers.


Apart from automation, two other forces are now expected to shape the future of jobs. The FICCI–Nasscom Future of Jobs report states that globalization and India’s demography, which has a high proportion of young people, will shape what happens to jobs as we go forward. Of India’s 1.3 billion people, roughly 372 million are below the age of 15; 467 million are between 15 and 34 years; while 374 million are between 35 and 59 years. Right now, only about 126 million are above the age of 60.


Mohandas Pai, who not too long ago was a board member at IT major Infosys, has keen insights to offer.


His round face with the salt-and-pepper beard is now one of the most recognized on television. He defends, criticizes, questions and comments on everything from jobs and skills to education and entrepreneurship. At Infosys, he would guard the company (and the IT sector) from local politicians in Karnataka who would occasionally accuse Infosys of land-grabbing. More recently, he has been questioning journalists ‘falling into this trap of malcontent Leftists’.


At the Skills Summit, his speech is replete with a rapid-fire of numbers.


‘Let’s look at 2030,’ Pai tells the audience. ‘Sixty–seventy per cent of automobiles will be electric cars. Thirty–forty per cent of all automobiles could be driving themselves; manufacturing could be 30 per cent through 3D printing. All production lines in manufacturing will be automated. Transportation will be automated. Fuel demand may come down by 30–40 per cent, changing geopolitics. There could be great social change caused by all these because in the next 15 years India’s working age population will be peaking. China is declining, the West is declining. There is a responsibility on us.’


He continues in the same breath, ‘The next 15 years [will be] the age of disruption. We will see more rapid change in the next 15 years than we have seen in the past 50 years. Technology is impacting jobs all through. We are seeing it impacting India. If you look at Indian banking, in the last 15 years, assets and liabilities have gone up eight to ten times but jobs have gone up only 5 per cent.’


He turns towards Minister Dharmendra Pradhan who is listening intently. Mostly serious, the minister lets out a smile. Pai drives home the point with a salvo of more numbers. Although jobs are impacted because of technology, he doesn’t believe there is jobless growth yet.


‘From 1991 to 2017, India’s GDP has grown from $275 billion to $2.6 trillion, at 8.7 per cent [CAGR] in dollar terms. You cannot grow over 8 per cent unless you create jobs. Economists will tell you there has been jobless growth for 15 years. That is the biggest lie in the country. Labour productivity cannot grow more than 2 to 3 per cent per year consistently. Jobs are growing 3 to 4 per cent a year. Except that the government doesn’t know how to count. The government gives us wrong data. In the last three years, you [the government] must have created 1.5 crore jobs.’*


As the preface to the book narrates, the government, in the months leading up to the no-confidence debate, was coached in counting jobs, and estimating and extrapolating numbers from different sources of the labour market.


Nevertheless, it is still difficult to come across reliable data on jobs. And data is fundamental to any planning, policy twists or pivots that are required as a response to the coming crisis.


Ever since the BJP government came to power in 2014, the murmurs of design flaws in India’s employment estimates, both in how data on formal jobs and more so in the informal sector was collected, has grown louder. The government appointed a task force in May 2017 under the chairmanship of the former vice chairman of NITI Aayog, Dr Arvind Panagriya. The task force pointed out flaws and recommended improvements in data collection.


The Future of Jobs report partly sources its data from the India’s Labour Bureau, an attached office of the Ministry of Labour and Employment. The bureau conducts a Quarterly Employment Survey (QES) covering organized enterprises or those with more than 10 workers, across the manufacturing, construction, trade, transport, education, health, accommodation and restaurants, and IT and BPO industries.


The task force, in its report, says that the QES has serious flaws when it comes to inferring the movements in employment at the national level. ‘Since the majority of the enterprises in India are small (less than 10 workers), in reality, the sample only represents about 1.37 per cent of all enterprises in the country. Economy-wide, the QES covers only about 2.77 crore workers out of a total of 47 crore or more workers in total.’ More than 95 per cent of Indian establishments employ one to five workers; about 3 per cent employ six to nine workers.


Similarly, the task force rips apart almost every other employment survey. There is the National Sample Survey Office (NSSO)–EUS; the Annual Labour Force Survey; the population census under the Office of the Registrar General & Census Commissioner; the economic census; and the Annual Survey of Industries (ASI).


Of these, the task force found the NSSO–EUS to be the most comprehensive since it is carried out over an entire year to account for seasonal variation in employment. The survey, last conducted between July 2011 to June 2012, covered 1,01,724 households. The oft-quoted overall workforce numbers – about 47.36 crore (about 470 million) in 2011–12 – come from here. It stated that about 23.16 crore were employed in agriculture and 24.2 crore in industry and services and pegged the unemployment rate between 2 and 3 per cent as per the Usual Status (reference period of one year).


Even this survey had a major shortcoming. ‘The biggest limitation of this survey is its low frequency and the time lag between data collection and availability of the results,’ the task force wrote in its report. ‘Typically, data collection takes place once every five years. The survey results usually become available with a lag of more than a year. This makes the data less timely and relevant.’


Five years is a long time for businesses and employment markets. Think of this: in five years Kingfisher Airlines went from carrying more than a million passengers in May 2009 to bust. Nokia operated the world’s largest mobile phone plant in Sriperumbudur, near Chennai. In five years, the plant went from a peak of 8,000 permanent employees working three shifts and producing more than 15 million phones a month to a sudden ramp-down. The production shifted to Vietnam as two tax disputes crippled operations. Real estate firm Unitech was once India’s second-largest real estate company listed. However, by the end of 2017 the company was fighting the government’s bid to take over its board after it allegedly failed to deliver 19,000 homes. Reliance Jio launched in September 2016 and, in less than a year, crossed 100 million subscribers, disrupting the industry with free voice calls. The telecom industry, which in 2012 had 10 serious players, is now left with just three serious companies as consolidations kicked in, removing employees in its wake.


The NSSO–EUS has now been discontinued. Instead, the NSSO, since 2017, is working on a Periodic Labour Force Survey (PLFS) that will provide ‘annual estimates of labour force, employment, unemployment, industry structure of workforce, nature of employment and wages nationally and regionally on an annual basis’. The NITI Aayog task force mentions that the PLFS ‘will go a long way towards fulfilling the current vacuum in the availability of information relating to India’s labour markets’.


Administrative data from government pension (the Employees’ Provident Fund Organisation), insurance (the Employees’ State Insurance Corporation) and health schemes is seen to be a good indication of formal employment numbers, but even here the data is hardly clean. There are many overlaps between different government databases, and there is no mechanism to sort out that overlap yet. Overlaps happen because one employee could be a part of multiple schemes.


Economists, and the government, now stress that India may have underestimated the formal employment count thus far – informal employment had been earlier estimated at 90 per cent of the labour market. The Economic Survey of 2018 states this in no uncertain terms: ‘India’s formal sector, especially formal non-farm payroll, is substantially greater than currently believed. Formality defined in terms of social security provision yields an estimate of formal sector payroll of about 31 per cent of the non-agricultural work force (non-agriculture, as NSSO–EUS states is 24 crore or 240 million); formality defined in terms of being part of the GST net suggests a formal sector payroll share of 53 per cent.’


There is a reason behind the present government’s stress on higher formal employment count. It enforces minimum wages and demands proper documentation of benefits by the employer. Formal jobs, perhaps more importantly, ensure dignity of labour, enable productivity improvements and, at times, access to formal training. But if counting formal employment is difficult, calculating informal employment is even more arduous.


Pulak Ghosh is a professor of data analytics at the Indian Institute of Management, Bengaluru (IIM-B). He has advised the State Bank of India and Bandhan Bank on analytics. Now, he is a senior fellow at NITI Aayog, where his primary responsibility is to use big data in policymaking and policy evaluation. Ghosh was part of the task force that recommended changes to improve employment data.


‘The Labour Ministry doesn’t collect anything on the informal sector. Over the last 10–12 years, [a] lot of contract employment happened. Nobody surveys that. For example, IIM-B has quite a few contract staff, in addition to the permanent staff. We need the count pan-India. Today, even the government may hire an officer on special duty. That salary comes from the discretionary budget, not from payroll. So how do I count [that]?’ Ghosh says.


Ghosh estimates that informal employment has grown 10 to 15 times in the last decade versus formal employment.


So what can India do to clean up its data?


‘The government needs a different approach,’ Ghosh recommends. ‘We need a central repository of all the employment data. Second, the government has to figure out how to count the informal employment. Be it crowd sourcing, looking at informal sources such as the number of cars and trucks on the road, number of people in the mandis, number of chartered accountants graduating every year or registered, number of doctors and nurses registered [echoed in the prime minister’s speech in Parliament]. There has to be a mechanism of collecting this data yearly.’


Most doctors are employed informally in nursing homes and don’t come under the payroll system. Ghosh suggests India enact a law that makes it mandatory for organizations to disclose their employment count on a quarterly basis.


There are, of course, other proxies to count informal employment. For instance, one can look at data from telecom towers to track local migration. People travel to suburbs for work and return to villages at night. One of Ghosh’s ideas is to record mobile tower data at night and estimate how many move out during office hours in a particular area and do this consistently for three to four months. That’s a proxy of how many are employed. Satellite imagery and mobile phones can be good proxies too; poverty and wealth can be predicted from mobile phone usage. A combination of such methods might work.


While India waits for the government to improve the mechanism with which it estimates employment–unemployment numbers, let’s consider what the country’s unemployment figure implies.


Most of the government surveys, depending on the methodology used, peg the unemployment rate at 5 per cent or below. The CMIE’s unemployment study surveys 1,73,181 households over a four-month period, but the survey is also designed to estimate unemployment at a monthly frequency. The CMIE’s computations are based on the status of the respondents as on the day of the survey or on the day immediately preceding, and is designed to avoid recall problems of those surveyed. The organization pegged India’s unemployment rate, as of November 2018, at 6.62 per cent.


India is a poor country and most Indians cannot afford to remain without work. The government’s low unemployment figure suggests that most Indians are finding employment today, but are probably stuck in bad jobs, or jobs that don’t pay well, or in jobs for which they are overqualified. The industry calls this underemployment. The number of people who are in bad jobs is undoubtedly alarming. It is likely that people, unable to remain idle, start and run unproductive shops. Different wage reports underline the underemployment issue.


Recapping numbers: The International Labour Organization, in its India Wage Report, released in August 2018, states that from 1993 to 2014, India’s GDP increased four times. Average daily wages (adjusted for inflation) inched up only two times, and were at `247 by 2011–12. The fifth annual EUS estimated that at an all-India level, nearly 68 per cent of the surveyed households had average monthly earnings not exceeding `10,000. About 22 per cent of the households had monthly earnings that did not exceed `5,000. The Seventh Pay Commission has fixed a minimum pay more than thrice this number for government employees. This indicates the scale of the wage crisis in the private sector.


While there is a serious wage crisis now, a stronger unemployment cyclone may be forming soon, given India’s demography, the sheer volumes of people joining the workforce every year.


Mohandas Pai, who thinks there has been no jobless growth thus far, is repetitive in his warnings when it comes to the future. He talks about how India needs to prepare for tougher times ahead. Every time there is a question on India’s job crisis, he talks of the 25 million babies that have been born every year for the past 20 years.


‘Of the 25 million, one million don’t reach the age of 21 and mostly die before the age of five. Out of 24 million, 30 per cent may go into agriculture or drop out. I’m assuming 17 million want jobs. Of these, 10 million are not getting decent jobs or earning decent wages. In the last 10 years, this amounts to 100 million people. So you have 100 million [10 crore] people in the age group of 21 to 35 all over India with no good jobs,’ says Pai.


Then comes the more hair-raising part as he continues, ‘The situation could get worse. By 2025, we could have 200 million [20 crore] people in the age group of 21 to 45 with no jobs or in bad jobs if we do not enhance focus on growth and creation of jobs. This could be India’s forgotten generation. All this talk about India’s demographic dividend is not working out. There is only a demographic nightmare.’


[image: Images]


It is 8.30 a.m. Raja M. Shanmugham, bare-footed, carries out his morning ritual. He offers quick prayers to the many Hindu deities adorning the walls of his chamber and to the large Ganesh idol inside a glass box, kept to the left of his desk. There is a Bhagavad Gita on the table and a small picture of Swami Vivekananda. A set of blinds with the globe printed is mounted to the right of the desk.


Shanmugham is the president of the Tiruppur Exporters’ Association. He is also a partner at Warsaw International, a knitwear-manufacturing company he started with his brother in 1992. The company makes T-shirts for German brands such as Tom Tailor, Marc O’Polo, Puma and Camp David.


He talks of an irony. ‘India is the number one cotton producing country. It has a young labour force. These are two main raw materials of the knitwear business. Despite this, our share is pathetic.’


Why is that?


While the demand for sourcing remains strong from brands across the European Union (EU) and the US, serving that demand isn’t easy, he explains. True, Tiruppur’s production appears impressive in the Indian context. However, when juxtaposed against global competition, the picture turns out to be far less rosy.


Data from UN Comtrade makes this apparent. In the pecking order of ready-made garment exports, India ranks sixth, with a market share of 3.8 per cent as of 2017. China leads with a share of 32 per cent as of 2017, followed by Bangladesh, Vietnam, Italy and Germany. Factories are moving out of China because of rising wages; Chinese manufacturers are therefore investing in regions such as Bangladesh to maintain the labour arbitrage and, thereby, competitiveness. Bangladesh’s share of this industry has subsequently jumped from 4.5 per cent in 2013 to 7.7 per cent in 2017; Vietnam moved the needle from 3.8 per cent to 5.9 per cent in the same period. India, meanwhile, grew its market share at a snail’s pace, from 3.6 per cent in 2013 to the current 3.8 per cent.


Shanmugham is worried. Work vacated by China is being lapped up by Bangladesh, Vietnam and a host of smaller economies. Some countries pay no import duties because of bilateral agreements they have signed. India hasn’t signed a free trade agreement (FTA) for knitwear with either the EU or the US and pays a higher tariff, in the range of 10 per cent, in key export markets. That places Indian exporters at a competitive disadvantage.


However, higher tariffs are not the only reason for India’s disappointing share. Indian workers and companies are much less productive compared to global peers. An Indian knitwear worker currently produces 40 to 45 garments every hour on an average, whereas, according to Shanmugham, a worker in Bangladesh produces 70 garments an hour and in Sri Lanka 75 garments an hour.


The difference between producing 40 garments and 70 is a difference in skills. Most government programmes focus on skilling freshers – Rashmita trained under the DDU-GKY. It is a placement programme for the rural poor which began in 2014. However, the knitwear industry has an existing pool of workers who are self-taught on ancient machines.


‘Eighty per cent of the workers are self-groomed,’ says Shanmugham. ‘People who wanted to work helped tailors, waiting beside them for six months. They practised when the tailor took breaks. Once they learned to sew and gained a bit of confidence, they joined a company.’


Any assembly line in Tiruppur, therefore, has workers with different technical abilities, knowledge and understanding. Many of these workers have trained in single-needle machines, while the knitwear industry works with multiple-needle ones. This slows the per-hour output as mistakes multiply and wastage increases. Both the quantity and quality of products are casualties.
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