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In Memoriam 
 
 

One of the Task Force Members, Professor Pravin Visaria, 

passed away before the Task Force could submit its Report. Pravin 

was a source of strength for the Task Force from the very beginning 

of our work in January 1999.   His knowledge and expertise in 

demography and the analysis of NSS data on employment provided 

valuable insights which helped the Task Force to formulate its view 

on ‘the nature of employment problem’ and recent trends as well as in 

formulating broad approach on employment strategy for the future.   

 

The Members of the Task Force have unanimously decided, as 

a mark of respect and acknowledgement, to dedicate this report to the 

memory of Late Professor Pravin Visaria.  
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Table 6.5 
 

Proportion Vocationally Trained among the youth in Labour Force-  
International Comparison 2 

________________________________________________________________________ 
Country           Age Group           Vocationally 
                  Trained (per cent 
                  of those in Labour 
                  Force) 
------------------------------------------------------------------------------------------------------- 
   
India           20-24             5.06@ 
Developing countries    
Botswana         20-24         22.42 

Colombia (1998)         20-29         28.06 
Mauritius (1995)        20-24         36.08 
Mexico (1998)         20-24        27.58 
 
Developed Countries  
Australia (1998) 20-24 64.11 
Canada (1998) 20-24 78.11 
France (1997) 20-24 68.57 
Germany (1998) 20-24 75.33 
Israel (1998) 18-24 81.23 
Italie (1997) 20-24 43.88 
Japan (1997) 15-24 80.39 
Korea Republic (1998) 20-24 95.86 
New Zealand (1997) 20-24 63.03 
Russian Federation (1998) 20-24 86.89 
Singapore (1998) 20-24 66.24 
United Kingdom (1998) 20-24 68.46 
 

Note:1   Vocationally trained persons are defined here as those having education level 3 or 5 as per ISCED 
clarifications which classifies the population across & levels of education starting with level X i.e. 
no education and the highest level being level 7 which post graduate level specialisation in a field.  
Levels 4 & 8 are not used.  Level 3 of education:  General education continues to be an important 
constituent of the programmes, but separate subject presentation and more specialisation are found at 
this level.  Also to be classified under Level 3 are programmes consisting of subject matter mainly 
with a specific vocational emphasis of apprenticeship programmes, with an entrance requirement of 
eight full years of education, or a combination of basic education and vocational experience that 
demonstrates the ability to handle the subject matter of that level. Level 5 of education:  
Programmes of this type are usually “practical” in orientation in that they are designed to prepare 
students for particular vocational fields in which they can qualify as high level technicians, teachers, 
nurses, production supervisors etc.  It may be noted however that in developing countries, 
economically productive skills are acquired not only in training/education institution but also 
through the family.  Only the formal institute/school vocationally trained are shown above. 

         2. Only those who have received formal vocational training are shown as trained in this table. To the 
extent that training and skills in India are acquired through informal methods, including training in 
the family, the Indian figures are understated 

@   Estimates are based on (NSSO Report No.409 on Results of 50th round (1993-94) survey on 
Employment and Unemployment; Table 20) distribution of persons by technical education in India 
adjusted by labour force participation rate by sex.  The corresponding percentages by sex and 
residence are rural female 1.7, rural male 2.3, urban male 9.4, and urban female 17.0. 
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6.7        These figures reveal that education and skill levels of our labour force are 

relatively low compared with other fast growing developing countries. The system is also 

excessively oriented towards general academic education with little or no vocational 

orientation. The preference for general education is driven primarily by the perception that 

an academic degree is necessary to obtain a government job, which is highly valued 

because job security is virtually complete and pay scales are typically much above market 

wages. The net result is that the education system has neglected the need to provide 

vocational skills and also to generate awareness and demand among students for 

acquiring, marketable skills. 

2. Present Training System 

6.8        There are several methods of acquiring skills, which are used by persons entering 

the labour force, and these are briefly described below. 

i) Hereditary skills acquired in the family 

6.9        This is the typical method of acquiring skills in traditional family based crafts e.g. 

weaving, pottery, carpet weaving, etc. This method is also relevant for a range of 

contemporary skills within small family businesses e.g. tailoring, haircutting, repair work 

etc. 

ii) On the job training:  

6.10     This is the process whereby workers join businesses to do unskilled or semi-skilled 

work and then pick up specific skills in the course of their employment with or without 

explicit guidance. Training of this type takes places in an informal manner in smaller 

industrial organizations and in a more organized manner in larger industrial units, some of 

which may have substantial in house training facilities to upgrade skills.  

iii) Education related to work 

6.11 The educational system directly produces trained persons in disciplines where 

professional qualifications are needed e.g., doctors, lawyers, engineers, MBAs etc. 

General academic degrees also satisfy basic educational requirements for a number of 

managerial and administrative positions, where subsequent training is provided on the job 

or through in-house training. However, there is a large mismatch between the number of 

generalist graduates being produced and the availability of such jobs. General education 

can generate marketable skills if vocational training is integrated into the school syllabus, 

as is the case in some countries (see Fig. 6.1). An effort at such integration has been made 

in India by introducing Vocational training courses at the 10+2 level in 6486 schools 

under a Centrally Sponsored Scheme.  However progress under the scheme  is much 

behind the  target.  At present only  about 8%  of the students are   estimated to  be in   the   
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Figure 6.1 
 

School-to-work-transition: How different training systems operate 
 
 
 

          Figure 6.1.a “German dual system”                                                   Figure 6.1.b.“French system”:   secondary 
                                                                                                                                                    vocational/technical schools 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  Figure 6.1.c  “American system”: Diversified high school           Figure 6.1.d    “Latin American system”: 

                                                                                                 Vocational training institutes 
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vocational stream compared with a target of 10% by 1985, which was expected to increase 

to 25% by 2000. 

iv)   Vocational training in specialised institutions 

6.12 Vocational skills can also be acquired through formal vocational training in 

specialised institutions. There are about 4274 Industrial Training Institutes (ITIs) 

imparting training in 43 engineering and 24 non-engineering trades. Of these, 1654 are 

government run ITIs (State governments) while 2620 are private. The total seating 

capacity in these ITIs is 6.28 lakh. In addition to ITIs, there are 6 Advanced Training 

Institutes (ATI) run by the Central Government which provide training for instructors in 

ITIs and 2 ATIs for Electronics and Process Instrumentation offering long and short 

courses for training of skilled personnel at technician level in the fields of Industrial, 

Medical and Consumer Electronics and process instrumentation. Apart from ITIs, there 

are private proprietary institutes organized as businesses, which provide training of 

various types in areas such as computer application or hardware maintenance, readymade 

garments, textiles, refrigeration, air conditioning and electronics, catering etc. The training 

provided by these private institutions varies in quality but there are many examples of 

success industry especially in computer applications where private institutions have 

produced a considerable stream of recruits for this sector. 

v) Formal Apprenticeship 

6.13    Apprenticeship is an important means of training semi-skilled workers in 

industrialised countries. The most sophisticated system is the German “dual system” (see 

Fig.6.1) where vocational schooling is undertaken parallel with apprenticeship. In India, 

the system of formal apprenticeship was introduced through the Apprenticeships Act 

1961, which requires employers in notified industries to engage apprentices in specified 

ratios in relation to the workforce. Apprentices obtain training for periods ranging from 6 

months to 4 years and at the end of the period they are trade-tested by the National 

Council for Vocational Training and successful candidates are awarded National 

Apprenticeship Certificates. As on June 30, 2000 there were a total of 2.27 lakh seats for 

apprenticeship training in central or state/private sector enterprises combined. However, of 

these, only 1.65 lakh seats had been utilized.  

vi) Vocational Training linked to Development Programmes  

6.14       In addition to formal sector vocational training methods, there are some facilities 

specifically designed to provide vocational training for the informal sector e.g. the 

schemes for training of women by the Department of Women and Child Development. 
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 vii)    Overall assessment of present situation 

6.15      The total supply of trained persons entering the labour force in a year can be 

roughly estimated from the data in Annexure 6.3, which pieces together the capacity of 

various institutions providing technical degrees or diplomas. The data relate to different 

years and are therefore subject to significant version of error, but the total capacity that 

emerges is only about 1.7 million. 

6.16      The actual number of persons expected to enter the labour force on the 1.8% 

labour force growth assumption is about 12.3 million per year (see Table 6.6). Allowing 

for underutilization of seats in training institutions and some overlaps the percentage of 

those entering the labour force with some degree of formal training is probable around 1.5 

million or about 12% of the gross new entrants into the labour force. While a significant 

number of the new entrants will be absorbed in various types of unskilled labour in 

agricultural and non-agricultural occupations, where skills are not needed, the level of 

skill endowment of new entrants to the labour force revealed by these numbers is clearly 

not consistent with triggering a process of rapid economic growth and high quality 

employment generation. 

3.     Quality of Training  

The inadequacy of training capacity in quantitative terms is not the only problem. There 

are also serious problems relating to quality. While the quality of the output of IITs, 

engineering colleges or Medical colleges is very good; this is not the case with the 

vocational training institutions. 

i) Problems with ITIs  

6.17         Evaluation studies of the ITIs have shown that there is a great deal of variation 

in the quality of different ITIs reflecting partly differences across States, and partly also 

characteristics of individual ITIs. Many States have encouraged creation of new ITIs to 

cover areas not covered earlier but without adequate preparatory work, or resource input 

or effective follow-up action. The following deficiencies have been noted: 

• Much of the training provided in the ITIs is for skills for which there is 

little current demand. The curriculum had not been revised for many years 

and was therefore not attuned to current market requirements. Some 

revision has taken place more recently, but more needs to be done. One 

reason for the lack of attention to market requirements is the lack of 

involvement by industry in the management of ITIs. 
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Table 6.6 
 

Entrants to Labour Force in Rural and Urban Areas 2000-2012a 

 

(Million persons 15+) 
 
------------------------------------------------------------------------------------------------------  
Entrants to                                     2000 to 2007    2007 to 2012 

  the Labour Force          (7 years)                   (5 years) 
 ------------------------------------------------------------------------------------- 

Rural Areas1  52.4 
 

40.3 
Urban  Areas2 33.8 28.1 
 
All India  86.2 68.4 

----------------------------------------------------------------------------------

Notes: 1. Excluding migrants from rural areas 
   2. Including migrants to urban areas 
   a. Corresponds to 1.8 percent per annum labour force   

growth scenario. 

• The transference of skills in the ITIs also needs to be improved and the 

testing process at the end made more unreliable. All Govt ITIs and private 

ITIs affiliated with the NCVT, as well as the private training institutes 

running DOEACC accredited course, rely on formal trade testing or 

certification by an independent authority. However, there is a widespread 

perception among employers that students obtain certificates even though 

actual skills absorbed are very poor.  

• The facilities and infrastructure in most ITIs are inadequate, with obsolete 

equipment in laboratories and workshops. Maintenance is also poor which 

means that such equipment as is available is not well maintained. These 

deficiencies reflect the scarcity of resources with State Governments which 

is exacerbated by the tendency to create new institutions in places where 

they don’t exist, even though existing institutions are under funded. 

6.18     There is a shortage of suitably trained faculty in the institutions engaged in 

training. Six Advanced Training Institutes, (ATIs) established by DGET have been partly 

meeting the needs of trained instructors required by the ITI s, but the facilities available in 

ATIs are not being fully utilized by the State Directorates of Employment and Training 

due to their internal administrative problems.  The State Governments have been requested 

to establish instructor-training institutes to train and retrain their instructors, but the States 

Governments have not been able to do so due to financial constraints.  
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ii)       Problems with the Apprenticeship Scheme 

6.19       Some of the problems characterising training institutes are less likely to arise in 

formal apprenticeship training schemes where apprentices are attached to functioning 

industries and obtain on the job training. However, the quality of apprenticeship 

programmes varies greatly depending upon the firm. The bulk of the apprenticeship seats 

are in the public sector organisations with private sector firms generally not complying 

with the requirement, though there are exceptions. One of the problems that has arisen is 

that apprentices view apprenticeships primarily as an avenue for subsequent employment, 

rather then as a mode of training. Although the law clearly does not entitle them to 

employment, the courts have interpreted the law to mean that apprentices must get 

preference, and this in turn discourages employers from fulfilling their obligation under 

the Act.  

iii)      Training for Informal Sector 

6.20        There are almost no training facilities oriented towards the needs of the informal 

sector, which is otherwise expected to provide a large part of the expansion in 

employment. The principal economic activities here are retail trade, road transport, 

equipment repair, construction related jobs, household industries and a growing variety of 

community and personal services. Productivity improvements in the informal sector or 

absorption of new technology, which is essential for rapid growth, is possible only if the 

new entrants into this sector have adequate skills but there is virtually no effective system 

for ensuring some training for all those entering this sector.  

4.     Suggested Remedial Steps 

6.21 It is evident from our review that the system of training and skill development 

currently in place needs substantial modification and strengthening if we want the 

economy to be launched onto a high growth employment-generating path. There is no 

single system of training, which is universally prevalent in the rest of the world, which can 

be used as a role model for reforming the system of training in India. Internationally, there 

is a considerable variety of models that have been adopted by different countries. See 

Annexures 6.4 and 6.5. We have to draw selectively   from international experience in the 

light of our particular circumstances to evolve a suitable model Based on this approach; 

we have the following recommendations for the future 

i) Expansion of specialised Technical Education 

6.22      While bulk of this Report deals with vocational training, the system of general and 

technical education also requires considerable improvement. Given the low level of 

attainment in general education and expansion in the education system is necessary but it 

has to be given a bias towards vocational education.   This is discussed in para 6.22 below.   
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As far as engineering education is concerned, it has to be strengthened to avail of the 

labour intensive activity opening in the domestic and international labour market.  The 

present IITs have demonstrated their capability for developing high quality skilled 

personnel who have played a leading role in the IT revolution abroad and have been at the 

forefront of the growth of the Indian IT sector.  Given the demand for such trained 

personnel from the Indian software sector and the likelihood that many will continue to 

migrate abroad and it will be necessary to expand the output of engineers very 

substantially. The aspect of the existing  IITs should be trebled, and ultimately each major 

State should have at least one IIT.  The role of private sector in higher-level general 

education, and higher technical education must also be expanded.  While many initiatives 

have been taken, further policy restructuring is called for, particularly in regard to the 

restrictions on charging of fees from students.   

ii)  Strengthening the existing ITIs 

6.23       The existing National Vocational Training System (NVTS) based on government 

run ITIs needs to be radically overhauled. Since these are State Government institutions, 

relevant decisions have to be taken by State Governments but the Central Government 

could take the lead by suggesting an approach to reform of the ITIs and also offering to 

assist States willing to undertake such reform. The following initiatives deserve urgent 

consideration. 

6.24     Industry must have much greater involvement in the management of ITIs including 

involvement in the matter of design of curriculum, selection of instructors, training of 

instructors in factories and other establishments in the area to familiarise them with the 

market demand for skills and also providing equipment for training. In 1998 a joint effort 

between CII and the Central Labour Ministry was launched. So far, only 7 states and a 

union territory (Punjab, Haryana, Himachal Pradesh, J&K, Chandigarh, Gujarat, 

Maharashtra, Tamilnadu and Karnataka) have put one government ITI under a Joint 

Industry Institute Management Committee. Experience with this experiment needs to be 

reviewed and the experiment expanded in scale.. 

6.25 At present, ITIs are essentially run as departmental organisations under the full 

departmental control of the State Government departments responsible for technical 

education. It may be desirable to convert selected ITIs chosen for joint management with 

industry into autonomous bodies receiving government funds with a management 

structure in which industry representatives can be formally inducted on the governing 

boards and the institutions are also given sufficient autonomy to become effectively board 

managed. 

6.26 In the longer term we have to consider the direction in which the training system 

should evolve. Of the various types of systems listed in Table at annexure 6.3 we feel the 
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cooperative system, in which there is cooperation between the State, employers 

organisations and trade unions may be the most suitable for India. If the experiment with 

autonomous jointly managed ITIs mentioned above succeeds it should be replicated on a 

much broad scale. 

6.27   Strengthening the government vocational training institutes will require 

substantial funds for upgrading infrastructure and facilities and also an assured flow of 

resources to maintain the assets the created. Capital financing can be obtained from the 

multilateral institutions along the lines of the modernization of 565 ITI’s by the World 

Bank in 1990. a similar project  should be devised to modernize all remaining  ITIs over 

the next ten years. Provision must also be made to ensure an adequate flow of resources to 

the institutions for maintenance. At present, 90% of the budget of the ITIs goes to pay 

salaries leaving very little for maintenance. It is necessary to review the present policy 

whereby training in Government ITIs has traditionally been provided free. It may be 

desirable to allow ITIs to charge fees, at least for the more specialised courses from the 

trainees, or from  their industry sponsors. 

6.28  In the medium term, the resource requirements of training require some 

dedicated source of funding. A cess could be levied on the pay roll of all establishments, 

which should be credited to a special fund directed at creation of infrastructure for 

vocational training. A very small fraction, say in the range of 0.1 to 0.5 per cent of salary 

and wages paid to organised sector workers should be utilized to create an initial corpus.  

Some rebate in income tax should also be considered to the employees contributing to 

vocational training fund. Two third of the cess that is collected in a district should be 

deployed in the ITIs in the same district. It should be utilized under the guidance of an 

advisory committee chaired by representatives of the local industry or trade 

chamber/association.  

6.29      One of the reasons why demand for services of vocational training appears limited 

is the excessive demand for the degree level professional/technical education. This 

problem could be mitigated if graduates of ITIs and other vocational training institutions 

are eligible for entry into polytechnics and +2 level medical and engineering courses. 

Entry criteria and course curriculum would need to be redesigned for this purpose. This 

would also help to inculcate a culture of shifting between training and work in the 

formative stages of career of a professional. This practice is at present confined to post 

degree level in management education (MBA etc.) and specialisation in medicine (MD 

and super specialisation training). 

iii)        Entrepreneurship training for the informal sector 

6.30 A large part of the employment generated by the economy will be self-

employment in the informal sector. These self-employed entrepreneurs need training of 
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the multi-skill variety, going beyond production skills to include marketing, finance and 

accounting and elementary management. Such skills cannot be developed through 

structured formal training but requires the guidance of “mentors” in actual business 

conditions. 

6.31 The Bhartiya Yuva Shakti Trust (BYST), which is a CII initiative established in 

1991, is a relevant model in this context. The Trust fosters entrepreneurial activity by 

providing seed capital loans and practical business advice through mentors.  About 1700 

people have been employed in 500 ventures between 1991-2000 spread over rural and 

urban areas. However, it is worth noting that the loan recovery rate is 94%, indicating 

strong economic viability. Such experiments need to be replicated on a much larger scale. 

iv)      Strengthening the Apprenticeship System 

6.32      The number of apprentices taken by public sector enterprises has been declining 

down due to industrial sickness and other reasons. This form of training should be 

extended to cover many other enterprises where the opportunities for employment are 

growing or are expected to grow. This would require surveying and re-surveying industrial 

establishments more frequently. Furthermore, the Act should be amended to make it clear 

that apprenticeship does not imply any presumption of preferential employment. 

6.33      The informal sector and the small scale sector can give the earliest returns to 

training, in terms of job placement, through training provided in ‘apprenticeship’ mode. 

We recommend that all enterprises should be brought under the purview of Apprentices 

Act. However, payment of stipend to apprentices taken in by small establishments should 

be voluntary, and not mandatory, under the Apprentices Act.  

v) Improving Vocational Education at School Level 

6.34         Integration of vocational education at the school level is the only practical way 

of imparting basic technical skills to large number of new entrants to the labour force. It is 

relevant to consider in this context whether vocational training should be added on to the 

general school system or whether it should be imparted through separate schools. Korea, 

which has recently graduated from developing country to industrialised country status, has 

relied upon vocational training provided in specialised schools. The curriculum is in the 

local languages and such as can be comprehended by a middle school level student. Most 

of these schools are owned and run by the private sector and there is active involvement of 

industry in supporting such schools. Equally important, there are possibilities for vertical 

movement from vocational schools to higher (degree) level of education. Opting for 

vocational education therefore does not deny students the option subsequently to switch 

back into the mainstream. A comparison between the Indian and Korean approach may be 

seen at Annexure 6.5. 
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6.35        It is not possible to expect the education administration dealing with the general 

school system to administer and promote vocational education, which requires a multi-

disciplinary approach. The present Department of Technical Education focusses primarily 

on  funding IITs and IIMs but this function is not really necessary as these institutions 

have matured sufficiently  to look after themselves. The department should be restructured 

to focus on vocational education and vocational training. A parallel institution is needed in 

State Governments to focus on vocational education schools. 

vi)     Vocational training by firms or industry associations 

6.36        Industry must also take the initiative to remove bottleneck of trained manpower 

by taking on the job of  ‘applied situation training’ as distinct from lecture based 

training’7. These kinds of initiatives, which can help to train and retrain people, should be 

assigned a role in public policy on training by way of: 

• recognition of courses for employment,  

• making the premises and infrastructure of the local ITI available, and  

• giving the expenditure on such effort the same treatment in tax policy as is 

given to expenditure on high tech education8. 

vii)   The role of the public sector in   skill development 

6.37       The role of public sector in nurturing the market for skill development services has 

not evolved, as it should have. Government has tended to act as a training provider and not as 

a facilitator encouraging others to get into training. This is partly because of historical 

reasons. The  bulk of the infrastructure services; both industrial and social infrastructure were 

owned by the government as  railways, civil aviation, highways, communication, electricity, 

petroleum, coal, etc., on industrial infrastructure side, and health, education, housing and 

related support services like, sanitation, and drinking water and a host of others on the social 

infrastructure side. On the assumption that the producer is the best provider of training, the 

publicly owned establishments came to own and deliver the ‘training services’.  

6.38     As a result the role of the public sector as a facilitator of ‘training institutions, was 

ignored’ and this has had undesirable consequences. Private sector training has been 

discouraged because of highly subsidized training services provided by the public sector, an 

undesirable nexus between public owned training delivery institutions and placement for jobs 

in public sector, excessive regulation  in extending recognition to the institutions. 

                                                        
7 Examples of direct interaction between Industry (through a particular firm, or through an association of firms) 
is the training of masons in Gujarat by a cement manufacturer, when it faced prospect of skill shortage affecting 
sales of its output in that region, and of Society of Automotive Manufacturers (SIAM) training the automobile 
drivers.  
 
8 Such incentives were introduced for IIT’s etc  (note not the  ITI’s!) in Union Budget around the year 1995. 
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9      In our view, the time has come to reduce the balance. The Central Government should 

withdraw completely from delivery of vocational training services, and foster autonomous 

professional bodies that give recognition to training institutes by declaring them as eligible 

training providers. The Government’s role should be one of monitoring the institutions that set 

up standards of training, and evaluating and assigning rating to the private training 

establishments. The Central Government should continue its role in the delivery of training 

services in specialized fields like instructor training, up gradation of skill level of industrial 

workers, supervisory training etc.  

6.40     Government should set up a system of displaying wage levels associated with 

particular skills as essential public information like it does for commodity and foreign 

exchange price indices etc9.  

6.41   The state government will have a continuing role in promoting vocational training 

institutes such as the ITI’s but these should be made into autonomous societies and be jointly 

managed with industry. A Centrally sponsored scheme or an aid institution like the UGC 

should be set up for the ITI’s. Barring certain exceptions, the ITI’s have a physical 

environment, which is much inferior to the engineering college, diploma awarding 

polytechnics and the medical colleges. For the latter, there are UGC type schemes for up-

gradation of buildings and equipments and even to run special training courses. But for 

vocational training a forum for reaching the public resources to State-level institutions does 

not exist. And normally State Governments give a very low priority to vocational training. 

iv) The role of the private sector 

6.42    The private corporate sector should be encouraged to make equipment and some 

training infrastructure available. Government owned ITI’s, which are able to attract resources 

from private corporate sector, should be rewarded by a matching inflow of resources from 

Government. Training activity should get the same preferential treatment in public policy for 

allocation of urban land and related civic infrastructure as is given to ‘schools’. Resources put 

in by employers for training the workers themselves or through their sub-contractors should 

be encouraged through tax incentives. 

6.43     To summarise, the rate of growth of economy cannot be accelerated, in particular in 

the labour intensive sectors, if there is a general lack of skills among the work force. The 

example of software industry is sufficient to illustrate what can be done by the Indian youth if 

the right training facilities are afforded by the society. This requires strengthening of the 

existing training system. The role of public sector has to be restructured and conditions 

created for inflow of funds at a much larger scale than at present. Role of private sector has to 

                                                        
 
9 For a fuller coverage of education and training statistics for employment, refer Annexure 6.8 
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be expanded sharply if the requisite resources are to be brought in to bridge the large capacity 

gaps that exist. The vocational training policy has to respond to this challenge. 

6.44      The IITs require a much larger base, spread across all states, if  the potential of Indian 

technical manpower is to be fully utilised for the benefit of the economy. A larger base of 

IITs, and facilities to vocational trained youth to enter into higher technical education stream  

will     provide inspiration  to those who take to vocational training right from the school 

stage. 
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Annexure : 6.1 

Profile of Persons having some marketable skill by type of  
skill possessed - 1993-94 

 
   ----------- ------------------------------------------------------------------------------------------------------------------------ 
        Skill                              Code       Rural                 Rural          Urban        Urban 
                          Male                 Female        Male         Female 
---------------------------------------------------------------------------------------------------------------- 

 
Typist/Stenographer 01 3 2 14 10 
Fishermen 02 5 - 2 - 
Miner, Quarryman 03 2 - 1 - 
Spinner including Charkha operator 04 1 3 2 3 
Weaver 05 6 10 11 8 
Tailor cutter 06 6 18 15 54 
Shoemaker, cobbler 07 1 - 2 - 
Carpenter 08 6 - 8 - 
Mason, bricklayer 09 5 - 9 - 
Moulder 10 - - 1 - 
Machine man 11 2 - 8 - 
Fitter die maker 12 1 - 6 - 
Welder 13 1 - 4 - 
Blacksmith 14 2 - 2 - 
Goldsmith 15 1 - 4 - 
Silversmith 16 - - 1 - 
Electrician` 17 2 - 8 - 
Repairer of electronic goods 18 1 - 5 - 
Motor vehicle driver, tractor driver 19 11 - 27 1 
Boatman 20 - - - - 
Potter 21 2 1 1 - 
Nurse midwife 22 - - - 2 
Basket maker, wicker product maker 23 3 4 1 1 
Toy maker 24 - - - - 
Brick maker, tile maker 25 2 1 - - 
Bidi maker 26 3 7 - 7 
Bookbinder 27 - - 2 - 
Barber 28 3 - 3 - 
Mud house builder & thatcher 29 9 1 1 1 
Others 30 24 15 57 21 
 
Any skill possessed  
             (Sub total)  

  
 

01-30 101 63 196 112 
No skill possessed  899 937 804 888 
 
Total 

  
1000 

 
1000 

 
1000 

 
1000 

------------------------------------------------------------------------------------------------------------------- 
Source: NSSO Report No.409 on Results of 50th round (1993-94) survey on Employment       and 

Unemployment. 
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Annexure 6.2 
 

Distribution of Males in selected Age Groups by kind of Education  

1999-2000 
 
                          Currently Attending 
----------------------------------------------------------------------------------------------------------------------------------- 
Age Groups   Total      Not                General  education      Degree courses            Diploma or certificate 
          Attending       upto higher secon-      in agri. engg.,             courses  in  agr.engg/  
                                dary level                    medicine & other        tech. /   medicine  & 
      -----------------------      subjects                    other subjects  
    middle    higher sec.  
    level     & eqv.level 
----------------------------------------------------------------------------------------------------------------------------------- 
 

RURAL MALE 
 

15-19 1000(a)     586      94      291 21 9  
20-24 1000(b)     888 5 35 46 16 
 

URBAN MALE 
 

15-19 1000(c)     407 69 395 74 30 
2024 1000(d)     763 3 46 128 53 
---------------------------------------------------------------------------------------------------------------------------------------- 
 Source:  Table 42 of NSSO Report 458(55/10/2) on 55th Round (1999-2000) survey on Employment  
                & Unemployment 
 
Notes: (a) Sample size 26249 
 (b) “  “ 20997  
 (c) “ “ 17483 
 (d) “ “ 15569 
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Annexure 6.3 

Facilities for Education and Training in Applied Courses1 

                  000 Nos.(Year)  

1.  Industrial Training2  

  Apprentices from 

  Industrial Establishments 227.0(2001)   

  Seats in ITIs 628.0(2001) 

2. Para-medical Courses 

  Nurses out-turn 11.4(1996) 

  Mid-wives 6.3(1996) 

  Health Workers Female 6.5(1996) 

  Health visitors 0.5(1996)   

3. Engineering  

  Admission at Degree level 138.4(1997) 

  Admission at Diploma level 186.2(1997) 

4. Medical 

  Admission to Degree level in  

  Allopathy & Dental 17.0(1992) 

5. Agriculture & Forestry courses 

  Enrolment 45.0(1987) 

6. General Education Courses 

  Enrolment 188.6(1999) 

7. Veterinary Science Colleges 

  Enrolment 22.2(1999) 

8. Journalism, Library Science, Social Work 
 Physical Education and others 

  Enrolment at Graduate level 272.9(1987) 

 

  Total 1750 

 

Sources: 1. IAMR Manpower profile India (2000) unless otherwise stated. 

  2. Ministry of Labour (Director General of Employment & Training). 
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Annexure 6.4 
Training Systems a 

 
 

 
System Countries Main features  

 

“Cooperative” 
(effort of enterprises, Government 
and Trade Unions) 

 Australia, Germany, 
Switzerland, many 
countries in Latin 
America 

Pressures to undertake training resulting
from strong cooperation amongst
employers’ organisation, the state and
trade unions 

 “Enterprise-based” 
*Low Labour    Turnover 
(long tenure of employee with an 
enterprise) 

 
Japan 

 
Low labour mobility, life time
employment for many staff. “Long-
termism” arising from absence of stock
market pressure. Wage system based on
seniority and enterprise-based trade
unions. 
 

*Voluntarist 
(Little initiative by Government or 
the Unions) 

United Kingdom, 
United States 

Few institutional pressures on firms to 
provide training. 

“State-driven” 
*Demand-led 

  
Hong Kong, Republic 
of Korea, Singapore, 
Taiwan, China 

 
 State plays a leading role in coordinating
the demand for and supply of skills.
Operates in an open and competitive
economic environment. 

*Supply led Economies in 
transition; many 
developing countries, 
especially in Asia and 
Africa  

Government takes on a prime
responsibility for formal sector in training
institutes.  Little or no pressure on
employers to train.  

      
  Source: Table 3.2 of World Employment Report 1998 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

146 

 
 
 

Annexure 6.5 
  Comparison of technical-vocational education; India and the Republic of Korea, 1990 

  
 

India 

                   Republic of Korea 

* Pre-vocational education is offered in limited numbers of 
schools and to limited number of students at primary and 
middle schools 

* Education for introduction to the world of work, 
career awareness and career exploration are offered at 
primary and secondary school as part of a general 
education  

* The annual intake in technical-vocational education 
schools is extremely low 

* The share of students going to technical-
vocational high schools in 1970s was about 50 
per cent.  In 1990 it was about 32 per cent. 

*  Practically all  technical-vocational institutes are public  About 65 per cent of technical-vocational high 
schools and 84 per cent of junior colleges are 
private. 

* There are few continuing education programmes (B-tech) 
for men. 

* Most junior colleges offer short-term or regular 
evening classes for providing continuing 
educational opportunities to industrial workers 
who graduated from technical/vocational high 
schools.  Also there are correspondence, 
university and open colleges for workers who 
graduated from junior colleges.  

*  Technical- vocational institutes for women are far fewer 
than for men. 

*  Girls can apply to any technical-vocational 
institute according to interest and competency;  
46 per cent of students enrolled are female. 

* Not much vernacular local literature in state of art 
practices in the trades. Union Ministry of Labour has set up 
a Society for instructional media.  However for most of the 
modern techniques, the  textbooks are imported and written 
in English 

* All textbooks are compiled by the Ministry of 
Education and written in Korean. 

* Technical-vocational teacher education is not 
systematized.  

* Departments have been established at 4- year 
colleges or universities to produce qualified 
vocational teachers since the early 1960s. 

*   A substantial  percentage of teaching posts are lying 
vacant. 

* Technical-vocational teachers are actually 
oversupplied. 

*  Student drop-out rates from vocational training institutes 
are very high  

 *  An average of 10 per cent of technical-
vocational high school students drop out every  
year. 

* Teaching-learning materials, especially raw materials for 
practice and audio-visual equipment, are very poor. 

*  The budget for laboratory practice and 
shopwork is adequately met by Government. 

*  Vocational education programmes with work experience 
are not operated  

* Work experience for technical-vocational 
students is compulsory, ranging from one to six 
months. 

 *There are no close links between schools and industry 
barring a very limited number of exceptions. 

*  Schools and industries make  a conscious 
attempt to develop closer relations.  Industry 
provides scholarships and many have sister 
relationships with technical schools.  

Source:  World Employment Report 1998-99 for Korea. Situation in India is based on a typical South   Asian Country 
reported in that Publication, modified in the light of initiatives taken by the Ministry of Labour, Government of India. 
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Annexure   6.6 

INVOLVMENT OF CENTRAL GOVERNMENT MINISTRIES/DEPARTMENTS IN TRAINING FOR 

 SPECIFIC SECTORS** 

** Report of Task Force Sub Group on Training, Annexure 2 

** Report of Task Force Sub Group on Training, Annexure 2 

  

 

 

 

Rural 
Agricultural  

Sector 

Non-farm 
Rural 

Sector 

Training 
 For  

 Women 

Worker 
Education 
And Labour 
Development 
Related 
Training 

Training 
For 
industrial 
sector 

Training for 
infrastructure 
Sector 

Training for 
the services 
sector 

*Ministry of        
agriculture 

 

*Dept. of bio-
technology 

 

*Dept. of non-
conventional 
energy sources 

 

*Ministry of 

rural area & 

employment 

*Ministry 
of rural 
area & 
employme
nt 

 

*Dept. of 
youth 
affairs & 
sports 

 

*Dept. of 
biotechno
logy 

 

*Dept. of 
non-
convention
al energy 
sources 

 

*Ministry 
of water 
resources 

 

*Ministry 
of health 

*DWCD(other 
than Step & 
Norad-
assisted 
programme) 

* 

Women  
labour cell, 
Ministry of 
labour 

 

*  

TREAD 
Programme of 
 
 Ministry of 
industry 

* Central Board of 
worker 
education(Ministry 
of Labour) 

 

*National Labour 
institute(Ministry 
of Labour) 

 

*DGFASLI 
(Ministry of 
Labour) 

 

*Institute o f 
Labour 
Development 
(IFCI) 

 

*NSTEDB 
(Ministry of 
Science & 
Technology) 

*Ministry of 
Industry 

 

*Dept. of 
Electronics 

 

*Ministry of 
Textiles 

 

*Ministry of 
Environment 
& Forests 

 

*Ministry of 
Petroleum 

 

*Ministry of 
Coal 

 

*Ministry of 
Commerce 

 

*Ministry of 
Supply 

 

*Ministry of 
civil 
supplies 

*Ministry of 
Power 

 

*Ministry of 
Railways 

 

* Ministry of 
Surface 
Transport 

  

*Ministry of 
Civil Aviation 

 

*Ministry of 
Urban  
Development 

* Ministry of 
Civil Supplies 

 

*Ministry of 
Information &  
Broadcasting 

 

*Dept. of 
Personnel & 
Training  

 

*Dept. of 
Culture 

 

*Ministry of 
Home Affairs 

 

*Ministry of 
Parliamentary 
Affairs  
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Annexure 6.7 

VOCATIONAL EDUCATION AND TRAINING SYSTEM IN INDIA AT A GLANCE* 

 

UNDER GOVERNMENT AUSPICES OTHER THAN 
GOVERNMENT 

Department of 
education, Govt. 
of India 

DGET, Ministry 
of labour, Govt. of 

India 

DWCD, 
Ministry of 

HRD, 
Government 

of India 

Ministry of 
Rural Area & 
Employment 

Ministry of 
Industry 
Govt. of 

India 

Industrial En 
terprises  

* IN-PLANT 

       TRAINING 

Private training 
providers  
*PRIVATE 
PROPRIETARY 
TRAINING 
Non-Govt. 
Organisations 

*INFORMAL 
SECTOR 
TRAINING 

*Vocational 
Education 
Secondary 
school 
Lower school 
First degree 
level  
*apprenticeship 
(For graduate 
engineers, 
diploma holders 
and vocational 
school pass-
out(s) 
*technical 
education 
*community 
polytechnic 
project 
*shramik 
vidyapeeths 

*craftsmen 
training scheme 
 
*Apprenticeship 
(trade 
apprentices) 
 
*Advanced 
vocational 
training scheme 
 
*Vocational 
Training 
Programme for  
Women 
 *CSTRI 
 *CSMI 
 *CTIS   
 *FTIs 

 
  *Step 
  *Norad-
assisted 
programme 
*Condensed 
courses of 
education & 
vocational 
training 
 

* 
TRYSEM(now 
replace by 
other 
programmes) 

*Training 
 through 
 DCSSI 
 Institutes 
 
*Training 
   under 
    NRF 
 
*Training 
 activities 
of  KVIC 

 

OTHER TRAINING ACTIVITIES ADMINISTERED BY CENTRAL AND STATE GOVT. 
DEPARTMENTS 

Employers 
Organisations 

*SUPPORT TO 
  INDUSTRY’S 
  TRAINING  
  ACTIVITIES 

 

* Report of Task Force Sub Group on Training, Annexure 1 
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Annexure 6.8 
Issues in education and training statistics for employment1 

  
The data and information needs 
 
Comprehensive statistics on education and training should over: 

- demand for education and training: indicators of the current and 
future demand for education and training in particular sectors in 
relation to changes in workplace requirements, size and structure of 
the population, industrial structure of the economy, and 
occupational composition of the labour force; 

- supply of education and training: financial, human and physical 
resources for various types and levels of education and training 
covering pre-employment, enterprise, private sector and individual 
training; 

- participation and progression in education: data on enrolment rates 
at various levels of education and training, on student progression 
and on the expected duration of schooling; participation and a 
progession rates should relate to pre-employment education and 
training and continuous education and training;  

- the learning environment:  data on class size, student-teacher ratios, 
curricula and other aspects of the classroom experience of students, 
and qualifications, workload and earnings of teachers; 

- outcome and performance data: data on how resources are utilized 
in the education and training sector on the performance of those 
resources. 

 
Gaps in education and training statistics.  In most countries, the deficiencies in statistics relate 
to:  

- the lack of clarity and uniformity in statistical concepts, definitions 
and classifications; 

- the difficulties of measuring the knowledge, skills and attitudes 
(KSAs) that work demands from workers; 

- problems of measuring the KSAs obtained from education and 
training; 

- the limited coverage and poor quality of  information on how the 
demand for education and training is met; and  

- problems of measuring the impact of education and training in 
performance of individuals, enterprises and economies.  

 
The relationship between education and training and work. There should be better 
understanding of what work demands from education and training, and of how work affects 
education  and training.  To answer the first question, analysts need to measure the effect of 
education on job and organizational performance, for which better data are needed in two areas: 
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- identifying KSAs produced by education, especially among those 
excluded from academic and skills testing; 

- measures of performance in the workplace and success of 
individuals and their employers.  

The second question involves measuring the effect of work on lifelong learning.  Better data are 
needed in two areas: 

- detailed information on individuals’ work experience, including the 
nature of tasks performed; 

- data on learning experiences from in-plant training, training by 
private providers and training by individuals. 

Data Collection methods 

 Longitudinal surveys provide retrospective data on employers and employees.  They are 
useful for data on lifelong learning and on how structural change affects training decisions. 

 Enterprises surveys provide data on employers’ formal training provisions and related 
expenditures, and on whether firms retain their own staff or recruit externally. 

 Employee surveys provide data on all forms of on-the-job training.  They are best done in 
conjunction with enterprise (employer) surveys. 

 There are many other types of data collection methods, including household surveys, 
administrative data (public sector records), informal sector surveys, and employment and training 
observatories.   

 

 

1. Source: World Employment Report 1998-99. 
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CHAPTER 7 

 

REFORM OF LABOUR LAWS 

 

One of the factors which is often said to restrain expansion of employment in the 

organised sector in India is the rigidity of our labour markets arising from the nature of our 

labour laws. The need for reform of the labour laws has been recognised by the government and 

some indications have been given of the areas where the government regards changes to be most 

essential. In this chapter we examine the need for changes in the labour laws and make some 

recommendations in this regard.   

1.   Some Conceptual Issues 

7.2 To begin with, it is necessary to consider the reasons why employer-employee 

relationships need to be regulated by law in the first place instead of leaving all such relations to 

be determined in the market place on the basis of voluntary contracts between the employer and 

the employee. The reasons why labour markets need to be regulated by law to a much greater 

extent than goods markets are well known. Workers are not commodities; they are human beings 

and citizens, and individual workers are also the weaker party in any employer-employee 

relationship. These considerations justify legislation aimed at protecting the rights of labour in a 

number of areas e.g. to form unions for purposes of collective bargaining, laying down minimum 

obligations which employers must meet with regard to social benefits, health and safety of 

workers, provision of special facilities for women workers, establishing grievance redressal 

mechanisms, etc. This is accepted practice in both developed and developing countries, though of 

course the nature of the law varies considerably across countries. 

7.3 Having accepted the need to regulate employer-employee relations by law, it is also 

important to recognise that in a market economy the impact of labour legislation on labour 

market conditions may turn out to be quite different from what was intended. This is because 

decision to hire labour is an economic decision made by employers and laws which affect 

particular conditions to the employment of labour affect decision made by employers on 

employment. For example, if the minimum wage fixed by law is too high, it raises the cost of 

labour intensive activities and products in the organised sector (which is where the laws are 

enforced) relative to other products and activities and relative to the same products produced in 

the unorganised sector where the law cannot be enforced. Employers in the organised sector will 

tend to shift to more capital-intensive activities and products which implies that minimum wages 

may be effectively raised in the organised sector, but at the cost of lower levels of employment 

than would exist otherwise in these products in the organised sector. Similarly, laws designed to 

provide security of employment reduce the flexibility available to employers to adjust the labour 
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force in response to changing circumstances and employers are likely to respond by shying away 

from labour using activities. Additional security for existing job opportunities is therefore 

obtained only at the cost of expansion of employment. 

7.4 It is not easy to quantify the extent of the negative impact of labour market inflexibility. It 

can be argued that the extent of the negative impact is exaggerated. However a more reasonable 

conclusion is that it depends upon the economic environment. Rigid labour laws in a particular 

industry may have less impact on the level of employment if the industry is protected from 

competition from abroad because of high tariff walls and if technology choices and investment 

patterns are also controlled by the government making it more difficult for employers to shift to 

capital intensive products and activities. In such a controlled environment it could be argued that 

the high cost of labour resulting from labour market inflexibility can be passed on to consumers 

in the form of higher prices.10/ However, the negative effect of inflexible labour laws is obviously 

much greater in a world in which the domestic economy is liberalised and there is also 

competition from imports. Burdening domestic producers with labour laws that are much more 

inflexible than those prevailing in other countries reduces their ability to compete effectively 

with new domestic entrants, who can benefit from new technology and it also makes it difficult 

to compete with imports. It also limits their ability to compete internationally in export markets, 

especially in labour intensive products, an outcome which can be very costly in terms of 

employment opportunities foregone as is evident if we compare Indian exports performance in 

labour intensive manufactures with that of China. We note that labour rigidities are not the only 

factors reducing India’s competitiveness vis-a-vis China. There are other factors which restrict 

our performance which need to be addressed. However rigid labour laws is definitely one of 

them. 

7.5        To summarise, there is no doubt that we need labour legislation to protect legitimate 

labour interests, but the resulting legal framework must ensure a reasonable balance between the 

objective of protecting the legitimate rights of employees and the equally important objective of 

providing a framework which would encourage efficiency and create incentives to expand total 

employment. The laws, as well as the way they are implemented, must allow employers to create 

a structure of incentives which encourage labour productivity. This includes the flexibility to 

restructure and adjust the labour force to adapt to changing technology and changing market 

conditions. The need for such flexibility has increased because liberalisation and globalisation 

put a premium on flexibility. 

----------------------------------------- 
10/  It should be noted however that this is at best a static argument which ignores the dynamic efforts on employment 
arising from the efficiencies associated with such an extensively controlled system.  Once dynamic effects are 
included labour market inflexibility could lead to lower growth and employment over time.  
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3. Problems with Indian Labour Laws 

7.6  India has a long tradition of labour legislation, dating from pre-independence times. A 

characteristic of the law is that the state is interposed between the employer and the employed in 

virtually every dispute. The original reason for this interposition, which dates from   pre-

independence times,   was to enable the state to enforce labour discipline and avoid disruptions in 

production. In the post-independence period the emphasis shifted and the role of the state was 

seen primarily as protecting the rights of labour.  

7.7 Since labour is included in the concurrent list in the Constitution, both the Centre and the 

State can legislate in this area and this has led to a multiplicity of laws. There are 47 labour 

related statutes enacted by the Central Government dealing with minimum wages, benefits in 

case of accident, death of worker, maternity, conditions of employment, dismissal, disciplinary 

action, formation of trade unions, industrial disputes, formation of trade unions, etc. In addition, 

there are a number of State statutes covering different aspects or segments of labour.  

7.8 A comprehensive review of all these laws is definitely needed. They need to be simplified 

and brought in line with contemporary economic realities, including especially current 

international practice. At times, the problem is not so much with the law itself as with the lengthy 

almost interminable nature of legal proceedings which contribute greatly to the cost of hiring 

labour and the associated “hassle factor”. There are also problems with the enforcement 

machinery i.e. the various inspectors responsible for enforcing the law. Complaints are frequently 

voiced by industry that this machinery uses the extensive powers at its disposal to harass 

employers with a view to extract bribes, a process which imposes especially heavy costs on small 

entrepreneurs. Equally, an opposite view is expressed by trade unions that the labour 

enforcement machinery needs to be further strengthened in the interest of better enforcement of 

labour laws. 

7.9       These issues are beyond our terms of reference and they will no doubt receive the 

attention they deserve from the Second Labour Commission. For the purpose of this report, we 

wish to focus on some specific provisions which in our view are of particular importance for 

employment creation which need urgent attention. These relate to the Industrial Disputes Act 

(1947), the Trade Unions Act (1926), and the Contract Labour (Abolition and Regulation) Act, 

1970. 

i)       Industrial Disputes Act 1947 

7.10   The most frequently voiced complaint against Indian labour laws relates to the provisions 

governing retrenchment layoffs and closure in the Industrial Disputes Act (1948). Until 1976, the 

law in this respect was not very different from the position elsewhere and employers could 

retrench labour if the situation warranted provided they followed the “last come first go” rule in 

drawing up the list of workmen to be retrenched, gave a month’s notice or pay in lieu of notice, 
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paid half a months wages per year of service and informed the government. The Act was 

amended in 1976 to add a new Chapter V.B which made it mandatory   for employers employing 

more than 300 workmen to seek the prior consent of government before effecting retrenchment 

or closure of a part of the enterprise.12/ The scope of this provision was further widened by an 

amendment in 1982 whereby all employers employing more than 100 persons were covered.  

7.11     Although the legislation does not forbid retrenchment or closure but only requires prior 

permission of government, the Act has been interpreted in a manner which has made 

retrenchment virtually impossible.   Furthermore, a   large  number of cases which were never 

intended to be treated as retrenchment because of court judgements have come to be viewed as 

retrenchment. For example, non-renewal of contract at the end of a contract period has been 

treated as retrenchment.  Termination of employment during or at the end of a probation period 

has also been  treated as retrenchment, even if the termination was because of failure to pass a 

test,  which was a condition of employment.   In fact, termination is now allowed only in cases of 

proven misconduct and this requires an elaborate process of enquiry before action can be taken.  

7.12 The provision that retrenchment of labour or closure of a part of a unit requires prior 

provision  is a unique provision of our labour markets which has the following negative effects: 

• As pointed out earlier, it increases the perceived total cost of hiring labour and thus 

discourages investment in labour intensive products and activities. These activities 

remain in the informal sector which has the effect of denying effective modernisation 

and technological upgradation in these areas which is essential to ensure 

competitiveness. 

• Export industries are particularly disadvantaged because exporters face highly 

competitive markets and need the maximum flexibility to remain competitive. Since 

these export production areas are all labour intensive, the loss of export possibilities 

also means loss of potential high quality employment. 

• Foreign investors, who have the option to invest in other countries, are deterred from 

investing in labour intensive industries. This may be the explanation why in many 

other countries foreign investment has gone into many labour intensive industries 

with a strong export orientation creating large amounts of high quality employment 

based on exports, but in India foreign investment has been largely in more capital-

intensive industries, oriented towards the domestic market.   
_____________________________________ 

12/“Permission for closure  or retrenchment has to be given by the appropriate government as defined under Chapter 
VB of the Industrial Disputes Act.” 
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7.13   Employers can of course downsize the labour force through voluntary retirement 

schemes usually introduced with the consent of unions. This instrumentality has been used by 

many companies, but it is obviously much more costly. More importantly, this instrumentality 

can be used more easily by capital-intensive where labour costs are a relatively smaller part of 

total costs. In other words, the system makes it much more difficult to labour intensive units than 

for capital intensive ones. Closure of a unit as a whole is of course possible through the BIFR 

process, but this is extremely cumbersome and time consuming. 

7.14 Apart the difficulty in retrenching labour,  our labour laws in practice also make it very 

difficult to dismiss an employee. Dismissal is technically possible for malfeasance, non-

performance or indiscipline provided due process has been followed. Unlike retrenchment, no 

prior approval of government is needed but, in practice, dismissal can be questioned by Trade 

Unions raising a dispute on this matter, and this can lead to protracted litigation. The problem in 

this case is not so much with the law as with the judicial and extra-judicial machinery, but the net 

effect is that employers are often unable to maintain discipline. These problems are particularly 

severe for industries which are labour intensive where large number of workers are involved and 

also for smaller entrepreneurs who cannot afford the heavy transactions cost imposed by such 

inflexibility. 

7.15 The inflexibility introduced by our   labour laws has not gone unrecognised by the 

judiciary. The following quotation from the Supreme Court’s judgement in the case of Excel 

Wear vs Union of India AIR 1979 SC 25 says it all. 

“Gradually, the net was cast too wide and the freedom of the employer tightened to such 

an extent by introduction of the provisions that it has come to a breaking point from the 

point of view of the employers.... It is not quite correct to say that because compensation 

is not a substitute for the remedy of prevention of unemployment, the latter remedy must 

be the only one. If it were so, then in no case closure can be or should be allowed.... But, 

so long as the private ownership of an industry is recognised and governed on 

overwhelmingly large proportion of our economic structure, is it possible to say that 

principles of socialism and social justice can be pushed to such an extreme so as to ignore 

completely, or to a very large extent, the interest of another section of the public, viz. the 

private owners of the undertakings?” 

7.16 Removal of these rigidities is now an urgent necessity. We recommend the following as 

items of for priority consideration if we are to achieve rapid growth of employment in the 

organised sector in the next ten years. 

a.    The requirement of prior permission of government for retrenchment, layoff or closure 

introduces a major inflexibility in the system. One solution  which has been proposed 

is to amend the Industrial Disputes Act to make this provision applicable only to units 

having more than 1000 employees.  While this approach would give additional  
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flexibility  to some units, it is clearly biased in favour of the more capital intensive 

areas.   This is because the 1000 employee limit  will cover many units in the capital 

intensive sectors which have  relatively high investment while it will leave  out units 

in labour intensive sectors with much lower levels of fixed investment precisely 

because they are labour intensive.  Keeping in mind the need to provide the maximum 

incentive for investment and modernisation in labour intensive  industries, a  bolder 

approach is needed.    We would therefore  recommend a more radical step of   

deleting Chapter V-B from the Industrial Disputes Act completely and restoring the 

position prior to 1976.  This was recommended in 1992 by the Inter-Ministerial 

Working Group on Industrial Restructuring and subsequently also by the Committee 

on Industrial Sickness (1993).  As a balancing measure to improve protection of 

labour, the retrenchment compensation should be increased from the present level of 

half month's pay per year of service to one month atleast and possibly higher.  A 

mechanism may also be devised to ensure that before effecting closure, the employer 

discharges in full the liabilities of the workers.     

b.  The provisions regarding dismissal after due process need to be simplified. Section 

11A of the Industrial Disputes Act allows labour courts, Industrial Tribunals to 

interpose the state in matters that are best left to established internal processes. 

 c.  The interpretation of the law to extend the provisions relating to retrenchment even to 

cases of termination of the service of a workman as a result of the non-renewal of a 

fixed term contract of employment between the employer and the workman concerned 

makes the law unduly rigid. A system of short-term employment contracts should be 

introduced under which workers hired on contract basis can be discharged at the end 

of the contract period without scope for dispute. In order to avoid legal challenge to 

this arrangement on the grounds of equal treatment with permanent labour doing the 

same job, provisions can be made for paying such labour a premium over the normal 

wage. 

7.17 Another source of rigidity in our labour market arises from the provisions regarding 

service rules in the Industrial Disputes Act. Section 9a of the Act provides that the job content 

and the area and nature of work of an employee cannot be changed without giving notice to the 

employees of at least 21 days. In practice this provision actually requires the consent of each 

employee. This is applicable to all enterprises employing more than 100 workers and some States 

have made it applicable to firms with more than 50 employees.  The  requirement of a 21-day 

notice can present problems when units have to redeploy labour quickly to meet the requirement 

e.g. time bound export orders. More generally, the requirement of consent of workers  means that 

employers cannot  easily shift workers between different plants and locations, or even shift them  
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to do new jobs within the same plant13/. It is necessary to amend the Act to introduce much 

greater flexibility in this area. Restructuring and redeployment of labour, often involving 

retraining are essential features of a competitive industrial enterprise and India will not be able to 

achieve the high levels of efficiency needed in today’s globalising world if such flexibility is not 

available to employer. 

7.18 The Industrial Disputes Act provides for advance notice of a strike only in the case of 

industries notified as public utilities. No such notice is needed for other industries. The general 

practice in many countries is that some notice must be given. It would be desirable to amend the 

Act to make a reasonable notice mandatory in all cases. It would also be desirable to introduce 

the system of “strike ballot” whereby a strike can be called only if it is supported by a qualifying 

majority of the workers. 

7.19 At present there is no time limit for filing disputes under the Industrial Disputes Act. This 

encourages piling up of old disputes leading to delays in courts. A time limit of 3 years should be 

stipulated within which a dispute could be referred for adjudication. 

ii)  Contract Labour (Regulation and Abolition) Act, 1970 

7.20   The Contract Labour (Regulation and Abolition) Act was originally enacted to regulate 

the practice of contract labour to avoid exploitation of sweated labour. Section 10 of the Act 

empowers the Government to prohibit contract labour in certain situations at the discretion of the 

Government. In practice, the Act has been interpreted as requiring the abolition of contract labour 

for all services which are of a regular nature and performed on the factory premises. Two 

Supreme Court judgements in two different cases involving the Gujarat State Electricity Board 

and Air India have had the effect that employers using contract labour to perform regular services 

on the premises of the employer become liable to absorb such labour permanently on the rolls of 

the employer.  

 7.21    The role of contract labour has to be seen in the context of a growing trend towards 

unbundling of the production process into component parts and outsourcing supply of these 

components to different producing units. This practice will only increase with the growth of 

information technology. If such outsourcing leads to greater specialisation in the production of 

these services, with resulting gains in efficiency and reduced costs, it could stimulate a larger 

total demand for these services and  therefore create employment. For example, outsourcing of 

____________________________ 

13/ A firm wishing to introduce new technology could face a situation in which retrenchment could be avoided if  
redeployment were possible but it may not be able to obtain the consent of workers to the required change in job 
descriptions. It should be noted that these provisions are onerous because of the difficulty in implementing 
retrenchment since if retrenchments were more easily implementable workers would be much more willing to accept 
redeployment to avoid retrenchment. 
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  security services could make the services more cost effective and therefore encourage a greater 

volume of demand. An important aspect of cost effectiveness is that  the service can be 

discontinued or contracted on a reduced scale in difficult times. The present legal provisions 

introduce a disincentive to expansion of contractual services because enterprises can freely 

outsource those services which do not have to be performed on the premises (e.g. laundry) but for 

those services which are of a regular nature and have to be performed on the premises (e.g. 

waiters serving in workers canteens, cleaning, gardening, watch and ward services, loading and 

unloading etc.) employers outsourcing these services run the risk that the labour used in such 

services may be treated as contract labour, and may have to be absorbed permanently on the 

payroll. This obviously discourages employers from using such services to the extent that they 

otherwise might have done, with the net effect of reducing total employment. Alternatively, they 

are forced to resort to the expedient of insisting on frequent violation of staff so that none of the 

staff deputed to the unit serve for the minimum period when they can claim permanent status. 

7.22 The Contract Labour (Regulation and Abolition) Act therefore needs to be suitably 

amended to allow all peripheral activities to be freely outsourced from specialised firms, even if 

it means employees of the specialised firms provide the services on the premises of the 

outsourcing units. The legitimate interests of workers engaged in these activities should be 

protected by defining minimum responsibilities of the outsourcing employer for health and safety 

of the workers employed on his/her premises while relying on extension of appropriate labour 

regulation to the companies or contractors from which these services are obtained to protect other 

rights of such labour. 

iii)    Trade Unions Act 1926 

7.23 The Trade Unions Act 1926 allows any seven workers in an enterprise to form a trade 

union and register it. This has led to a multiplicity of unions which makes collective bargaining 

more difficult. It can also become a device on the part of employers to “divide and rule”. It would 

be desirable to modify the Act and specify that at least 10% of the workers in an enterprise or 

100 employees, whichever is less are necessary to form and register a union. 

7.24 At present, the Trade Unions Act allows half the number of trade union office bearers to 

be outsiders. It is said that this does not encourage the development of internal union leadership 

which is more likely to be accountable and responsible. There is a case for amending Section 22 

of the Act to reduce the number of outside officer bearers. 

3.    Parallel Reforms Needed in Other Areas 

7.25 One of the problems in pressing for labour market reforms is the political sensitivity 

associated with anything that may be viewed as “anti-labour”. In our view, far from being anti-

labour, the proposed reforms will have the effect of expanding employment in the organised 
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sector thus extending the many benefits that at present accrue only to labour in the organised 

sector to a much larger proportion of the working population. We have noted earlier in this report 

that expansion in the share of organised sector employment should be an important objective of 

the employment strategy and it may not be possible to achieve this objective unless labour laws 

are made more flexible. 

7.26 Apart from building consensus on the potentially beneficial effect of reform of the labour 

laws it is also necessary to view labour law reform as an integral part of a broader package which 

will put pressure on both management and labour to increase efficiency and productivity, without 

which we cannot achieve our growth and employment objectives. In this context, it may be noted 

that some of the reforms in the product markets which are needed to put pressure on 

managements have already been implemented, e.g. increasing competition in domestic market 

and opening the economy to foreign trade. However, these need to be supplemented by reforms 

in the area of recovery of bank debts, bankruptcy procedures and corporate governance, all of 

which would put management under greater pressure to perform.  

7.27 A market economy seeking high levels of efficiency must be able to put pressure on 

managements to improve efficiency and reduce costs, and impose penalties on those that are non-

performing. Unfortunately the Indian financial and legal system does not achieve this objective. 

The lack of an effective system for enforcing recovery of debts through speedy bankruptcy 

procedures, with mechanisms that would allow inefficient firms failing to service loans to be 

speedily liquidated or taken over by new management. The present legal framework, consisting 

of the Sick Industrial Companies Act under which sick companies are referred to the BIFR, was 

originally designed to provide sick companies with assistance to allow them to restructure and be 

rehabilitated thus forestalling closure and loss of employment. It has proved to be almost 

completely ineffective. It has often provided unscrupulous managements with an extended period 

during which all recovery action is stayed and the time gained in the process is often used to 

siphon funds out of sick companies making them unrevivable. This ensures that companies that 

run into difficulties are inevitably driven into terminal sickness. At times promoters may even 

perceive a benefit in pushing a company into sickness. 

7.28 We recommend that SICA be repealed and replaced by a new law modeled on the US 

Chapter 11 procedure under which default on debt payments due can trigger action by creditors. 

Promoters would then be given a minimum time period to negotiate a voluntary financial 

restructuring with creditors or bring in new capital or management, failing which creditors should 

be able to enforce speedy closure. It could be stipulated in the above process that dues of the 

workers would be fully discharged before effecting closure. This would introduce much needed 

market discipline on promoters which is visibly lacking today. It would also make it much easier 

to accept the need for labour market reforms as part of a balanced package in which both labour 
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and management are seen as accepting the compulsion of the shift to a more competitive 

situation. 

7.29 Another issue that has to be addressed in parallel with efforts at labour market reforms is 

the need for a social safety net in the form of unemployment compensation or insurance in the 

event of retrenchment. Industrialised countries, and even some developing countries, are able to 

provide employers with greater flexibility to hire and fire labour precisely because labour 

retrenched in the process of restructuring has the benefit of unemployment insurance.  

7.30     A move to a system of unemployment insurance in the organised sector is in our view a 

desirable institutional development which should be expedited. The scheme should be strictly 

self-financing, based on compulsory deductions of contributions from wages, with a 

corresponding contribution from the employer and involving no liability on the part of the 

government. Employees retrenched or otherwise becoming unemployed should become eligible 

to receive support at a fraction (say 50%) of the wages drawn at the point of unemployment. The 

period for which such support would be available would depend upon the length of contributory 

service of the employee and the age. The extent of the contribution to be made by the workman 

and the employer for the effective functioning of such a scheme would have to be worked out on 

an actuarial basis. The employers contribution would be a tax on labour employed by them but it 

would give employers a degree of flexibility which they do not have at present. 

7.31 It is important to emphasise that an unemployment insurance scheme of the type 

described above should be financed entirely from contributions by the employed and employers 

and it would also have to be compulsory. It would require statutory authority to introduce and 

would have to be regulated by the Government or some other suitable statutory agency. The 

feasibility of introducing such a scheme in the organised sector should be expeditiously 

examined. 
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CHAPTER 8 

SUMMARY OF RECOMMENDATIONS 

 

The strategy for employment generation recommended by the Task Force is based on 

intervention in five major areas: 

• Accelerating the rate of growth of GDP, with a particular emphasis on sectors 

likely to ensure the spread of income to the low income segments of the labour 

force. 

• Pursuing appropriate sectoral policies in individual sectors which are particularly 

important for employment generation. These sector level policies must be broadly 

consistent with the overall objective of accelerating GDP growth. 

• Implementing focused special programmes for creating additional employment of 

enhancing income generation from existing activities aimed at helping vulnerable 

groups that may not be sufficiently benefited by the more general growth 

promoting policies. 

• Pursuing suitable policies for education and skill development, which would 

upgrade the quality of the labour force and make it capable of supporting a growth 

process which generates high quality jobs. 

• Ensuring that the policy and legal environment governing the labour market 

encourages labour absorption, especially in the organized sector. 

The individual recommendations for action in each of these areas presented in Chapters 3 to 7 are 

summarised below : 

1.  Policies for Accelerating Growth 

8.2 Continuation of economic growth at an average of about 6.5% will not yield a significant 

improvement in the employment situation, especially the extent of open unemployment. The 

expected annual addition to the labour force is about 8.7 million per year over the next ten years. 

We need to accelerate GDP growth to a range between  8% and 9% to achieve our objective of 

generating enough additional employment to provide productive employment opportunities for 

the expansion and to ensure a sufficient tightening of labour markets in general to improve the 

quality of existing employment.  
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Increasing Aggregate Investment 

8.3 To accelerate GDP growth to 8% and more requires a combination of a substantial 

increase in the rate of investment and   an increase in efficiency of capital use (i.e., a reduction in 

ICORs). The rate of investment will have to be raised by at least 4.5 percentage points of GDP.  

This has to be financed by some combination of an increase in domestic savings and an increase 

in the foreign resource inflow. 

8.4 Expanded levels of foreign direct investment could yield an additional 1.5 percentage 

points of GDP.  The remaining 3 percentage points of GDP would have come from increased 

domestic savings. Since public sector savings have has deteriorated by this amount over the 

1990s an increase in public sector savings of this order must be attempted. 

8.5 The proposed improvement in public savings will require concerted efforts at reducing 

the revenue deficit in both the Centre and the States.  This will require action on improving tax 

revenue realisation, reducing subsidies and raising user charges, trimming the government 

bureaucracy and eliminating losses in public sector enterprises by closing down loss making 

public sector enterprises or handing them over to the private sector. These are difficult decisions 

but we cannot expect the increase required in public savings if action is not taken. 

8.6. The fiscal measures described above can be expected to have a negative effect on private 

savings as a percentage of GDP because they will reduce private disposable income but private 

consumption may not fall by the same amount. Private savings are therefore likely to be lower 

than they otherwise would be. Special efforts will therefore be needed to ensure that the private 

savings rate is maintained as a percentage of GDP, which implies an increase in private savings 

as a percentage of disposable income. It is particularly important to encourage long term 

contractual savings by the household sector. Reforms in the insurance sector are particularly 

important for this purpose. 

Increasing  Efficiency 

8.7. The proposed acceleration in GDP growth cannot be achieved by the increase in 

investment envisaged above unless efficiency in all sectors is simultaneously increased. The most 

effective instrument to ensure efficiency is competition, which in today’s world must be both 

domestic and international.  

8.8. The reforms implemented since 1991 have created an environment where competition is 

much freer. However the process is still incomplete and needs to be extended to many sectors 

where controls are still extensive e.g. sugar, pharmaceuticals, dairying, coal mining etc. 
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8.9 The progress made thus far in opening the economy to international competition is 

commendable  but it remains incomplete because of relatively high import tariffs. The process 

must be carried to its logical conclusion to achieve the stated target of lowering our import tariffs 

to the levels  prevailing in East Asia over a three year period. The phased plan for tariff reduction 

promised in the Budget Speech should be released for discussion by September 2001. 

Infrastructure Development 

8.10     The state of our infrastructure is a critical constraint on our ability to achieve faster GDP 

growth.  Our rural areas lack basic economic and social infrastructure for agricultural and other 

rural development e.g. a well functioning system for irrigation and water management and 

conservation, rural roads to provide basic connectivity, a reliable extension service to disseminate 

best agricultural practices, and adequate and reliable supply of electric power.  Most of the 

infrastructure development in rural areas will have to come from the public sector and is 

therefore critically dependent on improvements in the fiscal position, especially of the States.  

8.11      Infrastructure for the rest of the economy including power, roads, ports, railways and 

telecommunication also needs massive improvement to support 8% growth. It is possible to 

attract private investment in some of these areas. Given the severe resource constraints in the 

public sector, it is essential to evolve policies which will encourage public-private  partnership in 

these areas. However the difficulty in devising the right policy framework for attracting private 

investment should not be under-estimated.  

Finance and Banking 

8.12. The development of a strong financial sector, encompassing both commercial banking 

and the capital markets, is a critical pre-condition for achieving rapid growth.  The cost of credit 

from the banking system is still quite high with real interest rates varying between 6% and 10%. 

Much of this is not due to the inefficiency of intermediation but because of the high rates which 

banks have to pay for mobilizing deposits.  This reflects the pressure on domestic interest rates 

arising from the high fiscal deficit and reduction in the fiscal deficit  is therefore essential to 

move to lower interest rates.   

8.13      There is also considerable room for improving the efficiency of the banking system. 

Competition among all categories of banks, including public sector banks, Indian private sector 

banks and foreign banks will lead to an improvement in the quality of banking sector services 

and this competition needs to be encouraged by following suitably liberal bank licensing policies 

which will allow qualified private banks (Indian and foreign) to expand their presence.  

8.14     The banking system does not effectively service the needs of the informal sector and yet 

this sector is expected to provide much of the expansion in employment expected over the next 

ten years. Banking practices and procedures need to be reviewed to enable banks to adopt a more 

pro-active approach to lending for economically viable activities in the informal sector. The 
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cooperative credit structure can play a major role in extending credit to the informal sector. This 

structure has become very weak in most States and there is an urgent need to strengthen the 

cooperative credit system.  This may require legislative changes, which would free cooperatives 

from what at present is pervasive government control.  

8.15   An important mechanism through which banks can meet the credit needs of the informal 

sector is by financing self-help groups (SHGs), which provide micro-credit for informal sector 

activities. Significant progress has been made in this area in recent years and the effort needs to 

be extended. 

2.   Sectoral Policies for Employment Promotion 

Agriculture and Allied Activities 

8.16  There is an urgent need to increase public investment in agriculture especially in 

irrigation and water management. The ability to do so is severely constrained by  resource 

availability at the state level. Part of the solution lies in bringing about a general improvement in 

the resources position of the States. However this can be supplemented by restructuring the 

existing allocation of resources  to agriculture by reducing subsidies and increasing user charges, 

(e.g. in power, irrigation and fertiliser) and devoting the resources thus mobilised to increasing 

public investment in this sector. 

8.17 There is an urgent need to extend the benefit of decontrol to agriculture.  

• The Essential Commodities Act should be repealed.  

• Restrictions on marketing of  agricultural produce through Agricultural Produce 

Marketing Committee (APMC) should be removed as they act as an impediment to 

development of a national market.  

• Forward trading should be allowed in agricultural products. 

8.18     Present laws regarding leasing of land should be liberalised to allow marginal land 

owners to lease out land to others to create operationally viable holdings. Degraded and 

wasteland, after detailed delimitation, can be taken out of the purview of tenancy laws and agro-

companies allowed to buy, develop, cultivate and sell this land. 

8.19   Agricultural exports are typically labour intensive, and their potential has   not been 

adequately exploited in the past. Steps are needed to increase agricultural exports to support the 

diversification of agriculture, which is an important element in achieving faster agricultural 

growth in future. Export controls on agricultural products should be abolished and other 

instruments used to achieve domestic price objectives which are sought to be achieved through 

export controls. 
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Food Processing  

8.20 Development of this sector is an ideal way to diversify the rural economy and expand 

high quality employment in non- agricultural sector. The generalised improvements in 

infrastructure such as assured electric power in rural areas, better road connectivity etc, discussed 

earlier will help this sector. In addition, the following sector specific policy initiatives are 

required. 

i) The active involvement of larger industrial units, including MNCs and 

cooperatives where possible is essential. This is because successful food 

processing requires establishment  of a chain from marketing at the one end to 

farming at the other. Major national and international food processing 

companies should be approached to ascertain the nature of the problems which 

limit their activities at present. 

ii) There is a multiplicity of regulations related to food processing which needs to 

be integrated into a single Food Act and a single Food Regulatory Authority. 

iii) An urgent review of the Prevention of Food Adulteration Act is required as its 

administration is extremely restrictive to the growth of this sector. 

iv) Government should focus on R&D, information dissemination and     

development of rural industrial estates like food parks. 

 Small Scale Industry 

8.21 SSI is an important source of employment as well as an important incubator for 

entrepreneurship. However, the objective of healthy development of this sector at this stage 

requires  a shift in policy from protection to promotion. Some of the general policy measures 

needed for faster growth especially improvement in infrastructure, banking services  or labour 

law reforms are crucial for the development of the small scale sector. In addition, the following 

policy support measures are especially important : 

i) The benefits currently given to Small Scale industries should be extended to 

small scale enterprises in non-industrial sector, including those in services. 

ii) Government should provide resources aimed at upgrading infrastructure for 

industry clusters where there is sufficient agglomeration of SSI units. A 

Centrally sponsored scheme for this purpose could be considered.  

iii) State Governments must take concerted steps in consultation with industry 

representatives, to reduce the burden of inspector raj on small scale enterprises 

 8.22 The policy of reservation for SSI production only  cannot be sustained in the face of the 

new import regime and the proposed  lowering of  tariffs.  It is, therefore, necessary to implement  
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a phased process of de-reservation which can be completed over the next four years. A scheme 

for such a phased dereservation is outlined in para 4.33 of the Report.  

Employment in Services Sector 

8.23 Almost 70% of the total   employment opportunities generated over the next ten years is 

likely to be in the services sector. Some of the sector policy issues which constrain growth of 

services in critical sectors where growth could lead to faster growth in employment and 

improvement in the quality of employment are mentioned below in brief. 

Travel and Tourism 

8.24 India’s potential for both domestic and international tourism is greatly under-utilised. 

Expansion in international tourism could contribute a substantial expansion in high quality 

employment opportunities in the years ahead. The following policy initiatives are especially 

important from the point of view of developing tourism : 

i) Hotel room capacity in major Indian tourist centres  (especially of the mid-

price varity) is not adequate to support an expanded flow of  tourists.  Local 

authorities must take steps to earmark available land for hotel construction and 

expedite grant of necessary permissions for setting up of good quality hotels 

with reasonable price. 

ii) Existing policy on bilateral air agreements needs to be urgently reviewed to 

ensure sufficient expansion in airline seat capacity to India. This capacity 

should not be limited by Air India’s inability to utilise its bilateral rights. 

iii) Combined effects of luxury tax and expenditure tax on hotels makes Indian 

hotels unduly expensive. These taxes need to be moderated 

iv) Visa regime needs to be liberalised to allow tourists to obtain a tourist visa on 

arrival at the airport, as is the practice in many important tourist destinations. 

Information Technology 

8.25 Information Technology holds out very promising prospects for creation of high quality 

employment for skilled workers in software development and in a wide range of IT enabled 

services. The current slowdown in the IT sector is a negative short term development, but it 

should not weigh too heavily in evaluating medium term prospects. Government policy must give 

high priority to ensure that the environment facing this sector remains conducive to growth. High 

quality telecommunications and domestic and international connectivity with adequate band 

width is critical. 

8.26 The government should continuously monitor developments in this sector and especially 

our performance against those of our emerging competitors internationally, to identify constraints 

in our competitiveness and the need for policy modifications if any.  
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Housing and Real Estate Development and Construction 

8.27     Real Estate development, because of the construction activity it involves, is one of the 

most labour using sectors and can generate a large number of work opportunities. However, laws 

governing land development and rent control have pushed the market underground and restricted 

growth of this sector. The repeal of the urban land ceiling Act is a welcome step. However, State 

Governments must also follow the action of Central Government to free the land market. The 

Rent Control Act constitutes another major disincentive to construction of property for rent. 

Repeal of this Act is likely to unleash a construction boom.  

8.28 The basic legislative steps mentioned above, would have to be accompanied by other 

policy reforms such as : 

i)         Ending the monopoly of urban development authorities like DDA over city land 

ii)        Freedom of conversion of rural land into urban usage 

iii)       Laws to facilitate private development of townships and Estates 

iv)       Reduction in Stamp duty on transfer of property 

v)      In the construction sector, present bias against large construction firms should be  

removed 

Road Transport 

8.29 The road transport sector, at present, is dominated by small operators. This is a sector 

where considerable economies of scale exists. Emergence of modern and large transport 

companies will not only improve the efficiency of the sector but also provide better working 

conditions to the workers in this sector and in associated road side activities like repair services 

and hotels etc.  

8.30 Development of high quality roads and establishment of mechanised truck terminals are 

necessary to make this possible Also, the system of granting licenses and permits by State 

governments and the tax system to which road transport is subjected to needs to be reviewed as 

these militate against the development of an organised trucking industry. 

Distributive Trade 

8.31 Retail trade in India is characterised by small establishments and modernising  retail trade 

involving large department stores is often considered detrimental to the employment objective. 

This may not be necessarily true The switch to modern retailing will certainly improve the 

quality of employment in the sector. It will also help to develop effective supply chains linking 

producers with potential consumers and provide quick feedback to producers on consumer tastes. 
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This can bring many potential producers into the market without having to worry about 

marketing their output. 

8.32 Distorted rental markets, ban on FDI in this sector and certain other regulations such as 

Essential Commodities Act have held back the development of modern retailing. Legislative 

changes in these areas recommended in the Report will help remove these barriers. 

 Education and Health Services 

8.33 There is considerable scope for expansion of employment in provision of these services. 

Though  much of the expansion is expected to come from public sector, there is also room to 

consider a combination of public and private sector. The experience of Kerala clearly 

demonstrates the role private sector can play in improving the reach of educational facilities. 

State Governments should encourage the role of private sector by replacing controls with a 

modern regulatory system that provides right atmosphere for private participation. 

 New Emerging Services 

8.34 In addition to service sector activities discussed above, a host of  new activities are likely 

to gain significance in future which will provide new opportunities for employment. An 

illustrative list of such services  is given in the  Appendix to chapter 4. 

3.   The Role Of Special Employment Programmes 

8.35   Special employment programmes play an important role in providing supplementary 

employment to vulnerable sections of the population, especially in the seasonal lean period in 

rural areas.  This helps in mitigating  extreme poverty, and also to keep rural to urban migration 

under check.  We, therefore, recommend that these schemes should continue, but their limitations 

as revealed in numerous evaluation should also be appreciated. 

8.36 The functioning of the self-employment component in the restructured SGSY programme 

needs to be re-oriented as much as possible towards programmes supporting self-help groups 

with the assistance of NGOs with a good track record.  Until there is clear evidence that the 

traditional IRDP type assistance produces results, it may not be desirable to expand the resources 

devoted to these types of schemes.  

8.37 In view of the likely expansion in educated new entrants in the labour force in future, and 

the fact that self-employment has to play a major role in providing employment opportunities for 

this group, an expansion of PMRY  scheme is desirable.  However the provision of subsidy in 

such schemes is much less important than is generally made out.  What is essential is that credit 

should be available to finance  viable projects and that there  should be effective means of 

training and providing advice on technology and marketing. 

8.38 The KVIC programme needs to be restructured.  The khadi programme suffers from some 

basic infirmities; costs are high and the product at the lower end of the quality range is not able to 
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compete with mill-produced fabric available in the market.  The village industries component 

however appears to have better prospects. 

8.39 The recently launched REGP programme of KVIC, which is operated  through the 

commercial banks, benefits from better financial supervision, and the production units are 

managed by entrepreneurs, as distinct from social workers.  It therefore promises to offer a 

higher level of earnings per worker than in the erstwhile form of the KVIC programme.  

However, an objective evaluation of performance will be possible only after 2 to 3 years.  

8.40 Wage employment programmes should be focused as much as possible on maximizing 

the development impact on rural areas through the creation of durable assets in the area of 

economic and social infrastructure.  The restructuring of JGSY to give primacy to the creation of 

durable assets is therefore a step in the right direction.  There is an urgent need to invest in such 

infrastructure, as the existing deficiencies in infrastructure especially in rural areas are glaring, 

and given the scarcity of resources it is desirable to use available resources for such investments 

even if the direct employment created is slightly lower.  We would also recommend that in view 

of the fact that EAS has been universalized to all districts, there is merit in merging the EAS and 

the JGSY into a single employment programme in which funds devolve to panchayats.  

8.41 Our ability to expand the total volume of resources devoted to special employment 

programmes in the years ahead will be limited because resources are severely constrained and 

there are several other demands on the system. Besides, a large expansion of the size of these 

programmes is difficult to justify given the mixed experience thus far. We would recommend 

that an independent assessment of the impact of these programmes as recently restructured 

should be commissioned by the Planning Commission before there is any increase in total 

resource allocation. Pending such a review, the total resources devoted to these programmes 

should be held constant at current levels though resources could be shifted from programmes 

perceived to be less effective to those perceived to be non effective on the basis of current 

monitoring and evaluations.  

4.  Labour Force Skills and Training 

8.42 The system of specialised higher technical education needs to be strengthened if our 

technical manpower is to avail of the opportunities in the international labour market. I.I.Ts  have 

demonstrated the capability of our manpower, if screened properly and then trained.  I.I.Ts 

should be established in the each state.  A role to private sector should be provided.  Restrictions 

in the existing policy on charging of fees should be removed.  

8.43 The present system of vocational training is inadequate to meet the skill requirements of 

rapid growth. A broad based effort is needed to reform the system. The existing ITI system will 

need to be restructured and additional resources provided to improve its output. Industry should 

be involved to a much greater extent in the management of ITIs and for this purpose, selected 
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ITIs chosen for joint management with industry should be converted into autonomous bodies 

receiving government funds with a management structure in which industry representatives can 

be formally inducted on the governing boards and the institutions are also given sufficient 

autonomy to become effectively board managed. 

8.44 It is necessary to review the present policy whereby training in Government ITIs has 

traditionally been provided free. It may be desirable to allow ITIs to charge fees, at least for the 

more specialised courses. A case can also be made for considering a small levy on companies to 

be contributed to a skill development fund which could be used to fund ITIs. The coverage of the 

levy, its amount and guidelines for the use of the fund would have to be worked out. To make 

industry perceive the benefits of the fund, 2/3rd of the collection in each district should be used to 

fund ITIs in the district. Industry associations should also have a voice in deciding allocations. 

8.45 A Centrally sponsored scheme or an aid institution like the UGC should be set up for the 

ITI’s. Barring certain exceptions, the ITI’s have a physical environment, which is much inferior 

to the engineering college, diploma awarding polytechnics and the medical colleges. For the 

latter, there are UGC type schemes for up-gradation of buildings and equipments and even to run 

special training courses.  Some parallel mechanism is needed for ITIs. 

8.46 The problem of lack of demand for vocational training relative to higher level education, 

could be mitigated if graduates of ITIs and other vocational training institutions are eligible for 

entry into polytechnics and +2 level medical and engineering courses. Entry criteria and course 

curriculum should be redesigned for this purpose. 

8.47 Development of entrepreneurship skills among the new self employed require “Mentors”. 

Under the CII’s entrepreneurship development project viz., Bhartiya Yua Shakti Trust, the loan 

recovery rate is 94%, indicating strong economic viability. Such experiments need to be 

replicated on a much larger scale 

8.48 All enterprise, irrespective of size and status, small industries and tiny enterprises should 

be brought under the purview of Apprentices Act. However the payment of stipend to apprentices 

taken in by small establishments should be voluntary, and not mandatory, under the Apprentices 

Act. The law should also be amended to remove any obligation to provide employment to 

apprentices or even to give them preference. 

8.49 The Department of Technical Education should be restructured to focus on vocational 

education and vocational training. A parallel institution is needed in State Governments to focus 

on vocational education in schools.  At State Government level, Vocational Education, 

Vocational Training and Technical Education should be the responsibility of a single 

Department. 

8.50  Private sector involvement in training has been discouraged because of highly subsidized 

training services provided by the public sector. There is also an undesirable nexus between public 
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owned training delivery institutions and placement for jobs in public sector, excessive regulation  

in extending recognition to the institutions. This should change. 

8.51 The Central Government should completely withdraw from delivery of vocational 

training services. It should foster autonomous professional bodies that give recognition to 

training institutes by declaring them as eligible training providers. The Government’s role should 

be one of monitoring the institutions that set up standards of training, and evaluating and 

assigning rating to the private training establishments. 

5.  Reform of Labour Laws 

8.52 India’s labour laws have evolved in a manner which has greatly reduced the flexibility 

available to employers to adjust the labour force in the light of changing economic 

circumstances. In a globalised world, persisting with labour laws that are much more rigid than 

those prevailing in other countries only makes us uncompetitive not only in export markets but 

also in domestic markets. Some changes in the laws are therefore necessary if we want to see  

rapid growth.  

8.53 The most important change needed is to abolish the requirement of prior permission of 

government for retrenchment, lay-offs or closure by deleting Chapter VB from the Industrial 

Disputes Act. This would restore the position to that prevailing prior to 1976. As a balancing 

measure, to improve protection of labour, the retrenchment compensation should be increased 

from ½ months pay per year of service to one months pay per year of service. This was 

recommended in 1992 by the Inter-Ministerial Working Group on Industrial Restructuring and 

subsequently also by the Committee on Industrial Sickness (1993). 

8.54 The following other changes are also recommended: 

• The provisions regarding dismissal after due process need to be streamlined. Section 11A 

of the Industrial Disputes Act which allows labour courts, Industrial Tribunals to 

interpose the state in matters that are best left to established internal processes.  

• A system of short term employment contracts should be introduced under which workers 

hired on contract basis can be terminated at the end of the contract period without scope 

for dispute. In order to avoid legal challenge to this arrangement on the grounds of equal 

treatment with permanent labour doing the same job, provisions can be made for paying 

such labour a premium over the normal wage. 

• The Industrial Disputes Act should be amended to make a reasonable notice mandatory in 

all cases. It would also be desirable to introduce the system of “strike ballot” whereby a 

strike can be called only if it is supported by a qualifying majority of the workers.  
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• At present there is no time limit for filing disputes under the Industrial Disputes Act. This 

encourages piling up of old disputes leading to delays in courts. A time limit of 3 years 

should be stipulated within which a dispute could be referred for adjudication.  

• The Contract Labour (Regulation and Abolition) Act needs to be suitably amended to 

allow all peripheral activities to be freely outsourced from specialised firms, even if it 

means employees of the specialised firms provide the services on the premises of the 

outsourcing units. 
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A.1 

Appendix-I 

 
TASK FORCE ON EMPLOYMENT OPPORTUNITIES 

 
   
The Task Force on Employment Opportunities was set up by the Planning Commission       in   
January,    1999    vide    Notification    No.    P-12099/15/98/LEM/ERS dated 21 January, 1999 
under the chairmanship of Shri.Montek Singh Ahluwalia, Member, Planning Commission. 
Following are the terms of reference of the Task Force:  

 
(i) To     examine   the   existing   employment  and   unemployment situation  in  the  
 country. 
 
(ii) To    suggest  strategies of employment generation  for achieving  the  target of providing  

employment  opportunities  to  ten  crore  people  over  the  next ten years  implying  
strategies for providing employment opportunities to one crore  people per year on an 
average 
 

(iii) To  consider any  other matter related  with  or incidental to the above Terms of 
 Reference. 
 
II. Members of the Task Force were notified as under: 
  

1. Prof. Pravin Visaria,         
  Director, Institute of Economic Growth.    
  University Enclave,   New Delhi 
       

2. Prof. Nirmala Banerjee,  
Centre for Studies in Social Sciences, 10, lake Terrace, 

 Calcutta.  
 
 3. Prof. K. Sundaram,       
  Delhi School of Economics, University of  Delhi,    
  New Delhi         
       
 4. Prof. Subhashish Gangopadhyay       
  Indian Statistical Institute, 7, S.J.S Sansanwal Marg, 
  New Delhi     
  
 5. Prof. S. Mahendra Dev,      
  Indira Gandhi Institute of Development  Research,   
  Gen. Vaidya Marg, Goregaon(E), Mumbai 

  
6. Secretary General,       

  FICCI, Federation House,      
  Tansen Marg, New Delhi 
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7. Director General, Confederation of Indian Industries,  

  23, Institutional  Area,  
  Lodhi Road, New Delhi 

 
 

 8. Secretary,    
  Department of Small Scale & Agro & Rural Industries, 
  Udyog Bhavan, 
  New Delhi 
   

9. Secretary, Ministry of Labour,       
Shram Shakti Bhavan, Rafi Marg     

  New Delhi 110 001          
 10. Secretary,          
  Department of Rural Employment & 
  Poverty Alleviation,      
  Krishi Bhavan.,   
  New Delhi   
  
. 11. Sr. Economic Adviser, Department of Economic Affairs,    
  Ministry of Finance, North Block     
  New Delhi. 

 
12. Adviser (LEM),                  (Member-Convener)   
 Planning Commission 
 New Delhi 110 001 

 
III. The Task Force invited to all its deliberations the following: 
 

1. Dr. S. P. Gupta 
  Member, Planning Commission 
  New Delhi  
 
 2. Prof. S. R. Hashim    (upto February 2000) 
  Member (Rural Development), Planning Commission 
  New Delhi 
 
 3. Dr. N.C. Saxena 
  Secretary, Planning Commission, 
  New Delhi 

 
4. Shri R. P. Sinha 

  Pr. Adviser (LEM), Planning Commission 
  New Delhi 
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5. Prof. Ashoka Chandra,  
the then Director,  IAMR, 
New Delhi 

 
6. The Registrar General of India  
 Office of the RGI,   

New Delhi 
 
and benefited from their perception of nature of employment problem.  
 
IV. The Task Force set up the following Sub Groups: 
 

Sub Groups on  Chairman                    Convenor 
 

1. Labour Force & Employment Prof. Pravin Visaria Smt. Padmaja Mehta 
  Projection Director, IEG Director (LEM)  
   Planning Commission 
                 
2. Skill Development & Training Prof. Ashoka Chandra Shri R.P. Upadhyay 

  Director,  IAMR  Joint Adviser (LEM) 
  Planning Commission 

 
3. Special employment Programme Prof. S. R. Hashim Smt. Padmaja Mehta 

 Member (RD)  Director (LEM) 
Planning Commission Planning  Commission 

 
4. Sectoral Policies Dr. Amit Mitra  Shri T.S. Krishnan 
 Secretary General Director (LEM) 
 FICCI Planning Commission 
        

V. The deliberations of the Task Force were formulated at the following meetings: 
  

1st Meeting 16th February, 1999 
2nd Meeting 26th April, 1999 
3rd Meeting 13th July, 1999 
4th Meeting 11th August, 1999 
5th Meeting 11th October, 1999 
6th Meeting 28th January, 2000 
7th Meeting 12th September, 2000 
8th & Final Meeting  24th May, 2001 

 
VI. The eighth and final meeting of the Task Force authorised the Chairman to submit the 
report of the Task Force to Deputy Chairman, Planning Commission.       
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(TO BE PUBLISHED IN THE GAZETTE OF INDIA, PART-1, SECTION-1) 
 

NO. P-12099/15/98/LEM/ERS 
PLANNING COMMISSION 

(LEM DIVISION) 
.                    

MEMORANDUM  
 
 Subject: Task Force on “Employment Opportunities” creation & terms of   

 reference of 
 
 In pursuance of the decision taken by the Government  to the effect that ten crore people 
should get employment opportunities over the next ten years implying  that one crore people 
should get employment opportunities every year, a Task Force on “ Employment Opportunities” 
is hereby set up. 
 
 The composition of the Task Force will be as follows: 
 
 Shri. Montek Singh Ahluwalia    Chairman 
 Member, Planning Commission, 
 Yojana Bhavan, Parliament Street 
 New Delhi 110001   
  
 Prof. Pravin Visaria,     Member   
            Director, Institute of Economic Growth.    
 University Enclave    
 New Delhi 110 007       
 
 Prof. Nirmala Banerjee,     Member   
            Centre for Studies in Social Sciences, 10, lake Terrace, 
 Calcutta. 700029 
 
 Prof. K.Sundaram,      Member 
 Delhi School of Economics, University of  Delhi,    
 New Delhi 110 007        
 .      
 Prof.  Subhashish Gangopadhyay     Member  
 Indian Statistical Institute, 7, S.J.S Sansanwal Marg, 
 New Delhi 110 018      
  
 . Prof. S.Mahendra Dev,     Member   
            Indira Gandhi Institute of Development  Research,   
 Gen. Vaidya Marg, Goregaon (E)  
 Mumbai.  400065 
  
 Secretary General,      Member   
            FICCI, Federation House, Tansen Marg,     
 New Delhi 
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Director General, Confederation of Indian Industries, Member   
23, Institutional  Area, Lodhi Road, 

 New Delhi 110 003    
  
 Secretary,   Member 
 Department of Small Scale & Agro & Rural Industries, 
 Udyog Bhavan, 
 New Delhi 
   
 Secretary, Ministry of Labour,     Member 
 Shram Shakti Bhavan, Rafi Marg     
 New Delhi 110 001 
          
 Secretary,        Member  
 Department of Rural Employment & 
 Poverty Alleviation,      
 Krishi Bhavan.,   
 New Delhi   
  
. Sr. Economic Adviser,     Member 

 Department of Economic Affairs,   
 Ministry of Finance, North Block     
 New Delhi. 
   
 Adviser (LEM), Planning Commission,   Convener 
 Yojana Bhavan, Parliament Street, 
 New Delhi 110 001 
 
2. The terms of reference of the Task Force will be as follows: 
 
2.1 To    examine  the  existing  employment  and  unemployment situation  in  the 
 country. 
 
2.2 To    suggest  strategies of employment generation  for achieving  the  target of providing  

employment  opportunities  to  ten  crore  people  over  the  next ten years  implying  
strategies for providing employment opportunities to one crore people per year on an 
average 

 
2.3 To  consider any  other matter related  with  or incidental to the above Terms of 
 Reference. 
 
3.         The chairman of  the Task Force may set up sub groups, if necessary, for undertaking any 
in-depth studies and formulation of any proposals. 
 
4. The Task Force may co-opt any official / non official experts / representatives of other 
agencies if required.  
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5. The expenditure of the members on T.A / D.A in connection with the meeting of the Task 
Force will be borne by the parent -  Department / Ministry /  Organisation.  The expenditure, if 
any, in   respect of   non-official members will  be borne by the  Planning Commission as per 
rules and regulations of T.A. / D.A applicable to Grade - I officers of Government of India.  
 
6. The Task Force will submit its final report to the Planning Commission by 31st July, 
1999. 
         Sd/- 
        (ARVIND KUMAR)   
      DIRECTOR (ADMINISTRATION) 

 
O R D E R 

 
  Ordered  that  a copy of the  Memorandum  be communicated to all concerned  
and that it be published in the Gazette of India for general information. 
 

Sd/- 
        (ARVIND KUMAR)  
      DIRECTOR (ADMINISTRATION) 
To   

The Manager, 
 Govt. of India Press, 
 Faridabad  ( with a copy of Hindi version) 
 
No.P.12099/15/98-LEM/ERS   New Delhi, Dated,  January 21, 1999. 
 
Copy forwarded to :  All Members of the Task Force 
 
Copy also to 
 
1.  PS to Prime Minister 
2.  PS to Deputy Chairman, Planning Commission 
3.  PS to MOS (P&PI) 
4.  PS to Cabinet Secretary 
5.  PS to Cabinet Secretary 
6.  PS to Member Secretary, Planning Commission 
7.  PS to  Member(MSA), Planning Commission 
8.  PS to Principal Adviser (Adm), Planning Commission  
9.  PS to Adviser(LEM), Planning Commission 
 
Copy also to    All Heads of Divisions in Planning commission 
         Sd/- 
        (ARVIND KUMAR) 
                 DIRECTOR (ADMINISTRATION) 
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