International Journal of Science and Research (1JSR)
ISSN: 2319-7064
Impact Factor 2023: 1.843

Critical Analysis of Employment Generation
Situation in India

Dr. Shivaji Kakade

Associate Professor & Head, Department of Economics, Arts and Science College Patoda, Dist. Beed
Email: skakdel5[at]gmail.com

Abstract: Employment generation plays a crucial role in India’s socio - economic development. Despite significant economic growth,
challenges such as unemployment, underemployment, and skill mismatches persist. This paper critically examines these issues across
various sectors, evaluating government interventions like MGNREGA and Skill India. It identifies gaps in current strategies and
proposes practical solutions to enhance sustainable job creation and equitable economic growth.
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1. Introduction

Employment generation plays a crucial role in driving
economic development by reducing poverty, promoting
social equity, and ensuring economic stability. In India, with
its vast and diverse workforce, the gap between job creation
and the rapidly growing labour force has created significant
challenges. These include high levels of underemployment
and the dominance of the informal sector, where workers
lack job security and social benefits. Despite government
initiatives like MGNREGA and Skill India, the quality of
jobs and regional disparities in employment opportunities
remain pressing concerns. Urban areas are experiencing
rising unemployment, whereas rural regions struggle with
limited non - agricultural employment opportunities.
Moreover, the youth demographic presents a potential
advantage, but the lack of adequate skill development and
industry alignment hinders their employability. This study
critically examines these issues, focusing on policy
interventions and their effectiveness. It also explores
strategies to bridge the gap and enhance sustainable job
creation in India.

2. Aims and Objectives

Aim

To provide a comprehensive analysis of employment
generation trends in India and recommend strategies for
sustainable job creation.

Objectives

1) Analyse sector - wise contributions to employment
generation in India.

2) Evaluate the effectiveness of government policies and
programs.

3) Identify challenges in the labour market, including
regional and demographic disparities.

4) Propose remedies for enhancing
opportunities.

employment

3. Research Methodology

Approach
This research uses a mixed - methods approach, integrating
qualitative and quantitative data.

Data Collection

« Primary Sources: Analysis of government policy
documents and employment program reports.

e Secondary Sources: Literature review of journal
articles, reports, and case studies.

4. Literature Review

1) Economic Growth vs. Employment Elasticity: India's
GDP has grown significantly in recent years, driven by
advancements in technology, services, and industrial
sectors. However, this economic growth has not resulted
in proportional job creation, a phenomenon known as
low employment elasticity. This indicates that while the
economy expands, it fails to generate enough
employment opportunities for the growing workforce.
As a result, many individuals, especially in rural and
semi - urban areas, remain unemployed or
underemployed. Bridging this gap requires policies that
prioritize labour - intensive industries and promote
inclusive growth. (Ghose, 2019).

2) Sectoral Analysis: The service sector in India plays a
major role in driving economic growth, contributing the
largest share to the GDP. However, it does not generate
jobs at the same scale, as many service - based
industries are technology - driven and require fewer
workers. In contrast, agriculture employs a large portion
of the workforce despite its lower GDP contribution.
Manufacturing has the potential to bridge this gap by
creating mass employment, but its growth remains
limited. This imbalance highlights the need for policies
to promote labour - intensive industries and balanced
sectoral development. (Chakraborty & Mitra, 2020).

3) Policy Evaluation: MGNREGA has played a
significant role in improving rural livelihoods by
providing guaranteed wage employment and reducing
poverty in many areas. It has empowered rural
households, especially women, by offering financial
independence and stable income sources. However, its
implementation is hindered by inefficiencies such as
delays in wage payments, inadequate fund allocation,
and corruption at local levels. Strengthening
transparency and monitoring mechanisms is essential to
maximize its impact and reach. (Jha et al., 2018). The
"Make in India" initiative aimed to boost manufacturing
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4)

5.

1)

and create jobs by attracting investment and promoting
domestic industries. However, it has faced challenges
such as inadequate infrastructure, regulatory hurdles,
and limited success in generating large - scale
employment opportunities. (Singh, 2021).
Demographic Challenges: India's "youth bulge, " with
its large population of working - age individuals, holds
immense potential to drive economic growth. However,
this advantage is hindered by inadequate skill
development programs that fail to align with industry
needs. As a result, many young people struggle to find
employment despite being educated, leading to a
mismatch between available jobs and workforce skills.
Addressing this issue requires targeted efforts to
enhance training programs and bridge the skills gap
effectively. (Saraswathi, 2020).

Discussion

Current Employment Scenario

Unemployment rates remain high, with urban areas
witnessing more acute challenges.

Despite overall economic growth, unemployment rates in
India continue to remain high, especially in urban areas.
Cities, which attract large numbers of job seekers, face
intense competition for limited positions. Rapid
urbanization has led to an increased demand for jobs, but
the pace of job creation is not sufficient to meet this
demand. The situation is worsened by issues such as
underemployment and a mismatch of skills. As a result,
many educated individuals struggle to find suitable work,
and job insecurity is widespread in urban settings. This
highlights the need for targeted employment policies in
cities.

Informal sector dominance accounts for 90% of the
workforce, leading to job insecurity.

A significant portion of India’s workforce (around 90%)
is employed in the informal sector, which includes jobs
without formal contracts or social security benefits.
These workers face job insecurity because their
employment is not protected by labour laws. They often
work in conditions with low wages, irregular hours, and
no benefits such as health insurance or pensions. This
informality also limits their access to government welfare
programs. The dominance of the informal sector
underscores the need for labour reforms to ensure fair
wages and better working conditions for these workers.
Automation and digital transformation further
reduce low - skill job opportunities.

With rapid advancements in technology, automation and
digital transformation are reshaping the labour market.
Many industries are replacing low - skill jobs with
machines or software, reducing the demand for manual
labour. This trend is particularly harmful to workers in
sectors like manufacturing, agriculture, and retail, where
traditional jobs are being replaced by automated systems.
While automation can improve productivity, it also poses
challenges for those who lack the skills to work with new
technologies. To address this, there is a need for
reskilling programs to help workers transition to new
types of jobs in the digital economy.

2)

3)

Policy Effectiveness

MGNREGA:
MGNREGA (Mahatma Gandhi National Rural
Employment Guarantee Act) provides essential

employment opportunities in rural areas, especially for
unskilled labourers. It helps people in villages by
offering them a minimum number of workdays each
year, ensuring they earn a living and improve their
livelihoods. However, the scheme faces challenges, such
as delays in releasing funds and mismanagement of
resources. In many cases, workers do not get paid on
time, and the allocated funds are not always used
efficiently. This inefficiency reduces the overall impact
of the program. To make MGNREGA more effective,
better monitoring systems and transparent fund allocation
are needed. Improving these aspects will help ensure that
the benefits reach the right people and enhance the
program's success in reducing rural poverty.

Skill India:

The goal of many skill development programs in India,
like Skill India, is to train young people and enhance
their employability by teaching them relevant skills.
However, these programs often face challenges in
aligning their training modules with the actual needs of
industries. Many industries require specific, practical
skills that may not always be covered in the existing
training curriculums. This mismatch leads to a situation
where young job seekers may have certifications but still
lack the precise skills needed for available jobs.
Moreover, rapidly changing technologies and industry
demands make it difficult to keep training programs
updated. Continuous collaboration between training
institutes and industries is essential to improve this. To
ensure that the skills taught match the evolving job
market requirements. Strengthening this connection
would help bridge the gap between youth skills and
industry needs.

Start - up India:

The "Start - up India" initiative encourages
entrepreneurship by providing support like funding,
training, and resources to new businesses. However, its
impact has been largely limited to urban areas where
there is better infrastructure, access to capital, and a
developed market for new businesses. Rural areas, on the
other hand, face challenges such as lack of connectivity,
limited financial services, and low awareness of
entrepreneurship  opportunities. As a result, the
initiative's benefits have not reached many rural
entrepreneurs. To address this, the government needs to
focus on improving access to resources and creating
awareness in rural regions. Strengthening digital
infrastructure and providing financial support tailored to
rural needs can help foster entrepreneurship in these
areas. Empowering rural entrepreneurs can stimulate
local economies and create jobs.

Challenges in Employment Generation

Sectoral Disparities:

Agriculture is the largest employer in India, with a
significant portion of the population dependent on it for
their livelihoods. However, despite employing so many
people, the agriculture sector contributes much less to the
country's GDP compared to other sectors like services
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and industry. This is because agriculture in India is often
characterized by small - scale farming, low productivity,
and traditional methods. Many farmers rely on
subsistence farming, which doesn't generate as much
income or economic output. As a result, even though a
large number of people work in agriculture, the sector
doesn't drive substantial economic growth. To improve
this, there is a need for better technology, irrigation
systems, and market access. Shifting towards more
efficient and modern agricultural practices can increase
its contribution to both employment and GDP.

Regional Imbalances:

States like Bihar and Uttar Pradesh are facing significant
challenges when it comes to employment generation and
economic development compared to states like
Maharashtra and Gujarat. These states have a higher
poverty rate, lower literacy levels, and fewer
infrastructure developments, which affect their overall
economic growth. In contrast, Maharashtra and Gujarat
have better industrial infrastructure, more investment
opportunities, and a stronger industrial base, leading to
more job creation. The lack of adequate skill
development programs in Bihar and Uttar Pradesh further
limits job opportunities for their populations.
Additionally, these states struggle with poor access to
healthcare and education, which affects their human
capital development. To reduce these disparities, there is
a need for targeted government policies focused on
improving education, infrastructure, and investment in
these lagging states. Only through these measures can
Bihar and Uttar Pradesh catch up to the progress seen in
states like Maharashtra and Gujarat.

Skill Mismatch:

A large part of India's workforce does not have the skills
needed for today’s modern industries. As industries
evolve, new technologies and processes require
specialized skills that many workers do not possess. This
skills gap makes it difficult for people to find well -
paying jobs, especially in sectors like technology,
manufacturing, and services. Many workers are trained in
traditional skills or outdated methods, which do not align
with the needs of the current job market. Consequently,
despite job availability, the workforce lacks the required
skills. Addressing this issue requires updated education
systems and training programs that focus on relevant,
industry - specific skills. Bridging this gap is essential for
improving employment prospects and boosting economic
growth.

Remedies

1)
2)

3)

4)

5)

Sectoral Reforms: Strengthen manufacturing under
"Make in India" to create more formal jobs.

Enhance Skill Development: Revise and localize skill
training programs to align with industry demand.

Focus on MSMEs: Support micro, small, and medium
enterprises  through  financial  incentives and
digitalization.

Promote Regional Equality: Prioritize infrastructure
and industrial development in lagging states.
Strengthen Social Security: Expand formal sector jobs
and ensure benefits for informal workers.

6. Conclusion

This study highlights the challenges

India faces in

employment generation, including sectoral disparities, skill
mismatches, and policy Implementation gaps. To overcome
these issues, the government must focus on promoting
labour - intensive industries, enhancing skill development
programs, and addressing regional disparities. A strategic,
inclusive approach is necessary to transform economic

growth into sustainable and equitable employment

opportunities.
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