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F T l ^ e unem ploym ent rate in the 
| country is now at a low  level - the 

JL lowest ever in fact - being 4% in 
2012, down from  4.2% in 2011. But this 
figure is not applicable to youth unem 
ploym ent w hich continues to rem ain 
high. The labor force has itself 
declined by 1.1% to 8.465 m illion  last 
year o f  w hich 67 percent were males 
and 33 percent females. Out o f  the eco 
nom ically inactive population, 29.5 per
cent were males and 70.5 percent were 
females. The fem ale labor participation 
rate rem ains low  at 29.9%.

The w orking age population has 
increased to 62% o f the total popula
tion in 2011 from  58.2% in the 1981 
Census o f  Population. Theoretically 
"Mc: is an econom ic advantage called a 
dem ographic dividend for it could 
potentially increase the GDP if  m ore or 
ah this segm ent is employed. E conom ic 
grow th depends on the increased appli
cation o f  labor to the production 
process increasing output. But this 
depends on em ploying them gainfully. 
Our high youth unem ploym ent shows 
we are failing to utilize this dem o
graphic advantage. Unem ploym ent was 
m ost acute for the 15-19 year age group 
w hich  increased to 18.9% in 2012 from  
15.5% in 2011. This is despite the gov
ernm ent absorbing graduates into the 
public sector where they draw pay for 
little or no productive work.

W h at are the causes o f the  
youth  u n em plo ym ent?

We had 8% plus growth in 2010 and 
2011 but 6.4% in 2012. Why then did the 
unem ploym ent o f  the youth increase?
It is not enough to have high growth; 
the structure o f  grow th is also im por
tant. When we add the large govern
ment expenditure on infrastructure 
investments, whether such investments 
create jobs  or increase the output o f  
final goods or not, the GDP increases. 
This is because all governm ent expen
diture is autom atically added to the 
GDP calculation unlike in the case o f 
the private sector expenditure where 
the value added alone is included. All 
governm ent expenditure is autom ati
cally considered as value added and 
high .governm ent expenditure drives a 
spurious GDP growth.

Further, when we em ploy foreign 
labor on these infrastructure projects 
even the tem porary creation o f  jobs  on 
the investment doesn ’t take place. Of 
course such infrastructure investments
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create on ly  tem porary jobs  during the 
period  o f  construction . But if  invest
m ents create new products or  increases 
the over-ail output, there is new  
em ploym ent generated on a continuing 
basis; so econ om ic grow th does not 
autom atically create new jobs, and cer
tainly not governm ent driven invest
ment.

Mismatch befv'/sen demand supp-y
But even where new jobs  are created, 

there are no takers from  am ong the 
youth because they either do not like to 
be em ployed in such jobs  or because 
they lack the required skills to fill such 
jobs. So everybody talks about the m is
m atch betw een education and em ploy
ment. Our youth are given a purely 
general education  w hich  prepares them 
only for w ork in o ffices and in the serv
ice sector. But the econom y needs 
m echanics, fitters, plum bers, e lectri
cians, carpenters and a host o f  other 
skilled w orkers w hich  our educational 
system  is not geared to produce.

D uring m y schooldays m any ch il
dren w ould leave school and jo in  the 
Railway w orkshop and the G overnm ent 
Factory as apprentices. Dr. Udugam a 
introduced  vocational subjects to the 
sch ool cu rricu lu m  in the 1970s but the 
UNP governm ent that took o ffice  in 
1977 abolished it. A pprenticeships are 
no longer being used as youth below  18 
cannot be em ployed. These m easures 
are responsible for the present situa
tion.

Parents also do not realize that their 
ch ildren  cou ld  be gainfully em ployed 
and also earn  high incom es i f  they 
encourage them  to go into vocational 
training. So we have today a large num 
ber o f  youth w ho are neither in educa

tion  nor in em ploym ent. The OECD has 
coined  a special term  for such youth - 
“ NEETs” (not in em ploym ent, educa
tion  or training). So in m any develop
ing countries m any young people are 
“ inactive” .

Y outh  e m p lo y e d  in th e  in fo rm a l s e c to r
On the other hand m any o f  the 

youth who are em ployed are em ployed  
in ihe in form al sector w here there is 
no perm anent work. There are no p u b 
lished figures for em ploym ent in  ou r 
in form al sector but it is undoubted ly  
large. Keith H art (1971,1973), a socia l 
anthropologist, was the first to brin g  
the term  ‘ in form al sector ’ (in  a T h ird  
W orld context) into the academ ic lite r 
ature. He in troduced  the con cep t o f  
the ‘ in form al sector ’ as a part o f  the 
urban  labor w h ich  takes place outside 
the form al labor m arket. Hart co n s id 
ered the ‘ in form al sector ’ as alm ost 
synonym ous for the categories o f  
sm all self-em ployed. T h is term  cam e to 
be used to refer to ways o f  m ak ing a 
liv in g  outside the form al w age e co n o 
my, either as an alternative to it, o r  as 
a m eans o f  supplem enting in com e 
earned  with it. In addition , H art 
im plied  that w age-earn ing em p loy 
m ent is a ‘characteristic  on ly  o f  the 
form a l sector. The ILO m ade studies 
after the 1970s. It is now  realized  
that the incom es in the in form al sec
tor are low  and developm ent drives t 
shou ld  be to m ove labor from  the in fo r 
m al to the form al sector w here w ages 
are h igher and there is con tin u ou s 
w ork. Th is m akes for a greater co n tr i
bu tion  to the GDP.

In addition  to the urban in form al 
sector em ploym ent, there is a large 
category  o f  agricu ltura l labor w h ich  is

also self-em pioyed. T h ey  are also in ac
tive for part o f  the year. So a s ig n i f i 
ca n t p a r t  o f  th e  y o u th  p o p u la t io n , 
b o th  m a le  a n d  fe m a le , m a k es  lit t le  
o r  n o  c o n t r ib u t io n  to  th e  w e a lth  
c r e a t io n  in  th e  e co n o m y . If these 
people can be ga in fu lly  em ployed  or 
m ore produ ctively  em ployed, the GDP 
cou ld  be increased w ith m uch  less 
investm ents.

In developed cou n tries  the loss in 
output due to youth inactiv ity  has 
been estim ated at 1% o f  GDP. It is 
probably  m ore in develop ing cou n 
tries. So here is an op p ortu n ity  and a 
challenge to increase grow th. U nlike 
developed countries, develop ing cou n 
tries cannot afford  unem ploym ent ben 
efits. “ Young people ought not to be 
idle. It is very bad for them ” said 
M argaret Thatcher. To allow  that is 
asking for trouble. We have gone 
through  two youth  rebellions w h ich  
cost m uch  loss o f  life. Fortunately our 
young w om en find  em ploym ent in  the 
M iddle East as housem aids; but what 
about ou r youth?

R efo rm  th e  E d u c a tio n a l s y s te m
We m ust ca rry  out re form s to the 

educational system  to reduce the m is
m atch betw een education  and em ploy
m ent dem and. It is fo lly  to con tinue 
w ith the established p o licy  o f  in creas
ing the num ber o f  people w ho gradu 
ate from  ■universities;; M any w ith  lib e r 
al arts degrees are unem ployed, and 
cannot get jobs  in keeping w ith their 
expectations. What m atters is not just 
the num ber o f  years spent in the u n i
versities but the content o f  the educa
tion  im parted. The content o f  ou r u n i
versity  cu rricu la  have been  cr itic ized  
often but no m eaningfu l re form s have

taken place. Given the fact that the 
university education is free, the 
dem and for it is in the jargon o f econo
mists “ in fin ite” . So how can the num 
bers be reduced? The entry require
ments should be made m ore stringent.
The district quotas w hich  discrim inate 
against m erit should be done away 
with. Perhaps English should be made 
a com pulsory subject for entry to the 
universities and incentives given for 
the study o f  science and technology 
w hile reducing adm issions to the arts 
and the socia l sciences.

But reform s are m ore necessary at 
the level o f  school education. The gap 
in the world o f  education  and the 
w orld o f  work m ust be bridged by 
establishing m ore vocational and tech
n ical schools. C loser relations must be 
forged betw een the schools and the 
engineering establishm ents in the pub
lic and private sector. F irm s must be 
given an incentive by way o f  allow ing 
a tax deduction  for tra in ing youth in 
m echanical and engineering skills.
The governm ent m ust divert a part o f 
the funds from  the education  budget to 
the funding o f  vocational and techn i
cal education.

W hy shou ldn ’t the parents be called 
upon to fund part o f  the costs o f  gen
eral education  in schools? Free educa
tion  is no longer affordable for two 
reasons. F irstly the governm ent tax 
revenue is not grow ing enough  and the 
dem ands on it are increasing.
Secondly, the costs o f  sch ool education 
keep going up as teachers ’ salaries 
increase. T h ird ly  the parents ’ incom es 
have increased over the last 50 years.
Per capita incom e has gone up and we 
have reached m iddle in com e status 
and hence there is less need for free 
education.

The issue o f  private education  and 
state education should  not be co n 
fused. Free education is not affordable 
and parents should be called upon to 
pay part o f  the costs particu larly  at 
the secondary sch ool level. A fter all 
parents can afford to pay for tuition.
W hy shou ldn ’t they pay for better 
facilities  w hile the State restricts its 
educational budget to provid in g  the 
m in im um  facilities? There is already a . v 
m odel for sharing the expenses o f  
sch oo l education  in the arrangem ents f ; 
w ith  the grant aided schools.

The parents’ attitudes to education 
m ust also be changed. They should be 
told about the jo b  prospects in voca 
tional and technical job s  such as car
penters, fitters, plum bers etc. In fact 
Dr U dugam a’s reform s should be 
brought back and all sch ool ch ildren  . . ' 
should be given tra in ing in som e man- 
ual skills. Perhaps com panies could  v  
adopt a school and provide train ing in , 
vocationa l skills and be allow ed to 
deduct such expenses for tax purposes. 
C loser relations should be forged 
betw een schools and com panies as.in , 
Germany. South K orea too has adopted 
the G erm an m odel w ith  its “ m eister” 
schools. Britain is expanding appren
ticesh ips and im prov ing  technical edu- : •id
eation. The G overnm ent m ust treat the 
youth unem ploym ent as a priority.
A lready there are signs o f  youth 
unrest in the universities. ’


