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As we go to Press this month, everyone is engaged in speculating about 
who would be the next Governor of  the Reserve Bank of  India (RBI);  
what will be the impact of  British Exit from European Union;  the impact 

of  Seventh Pay Commission on inflation and the effect of  delayed monsoon on 
the economy.  I, therefore requested a few economists to convey their thoughts 
on these subjects.

I am reminded of  Dr. Raghuram Rajan’s speech in MEDC on 8th of  February, 2014. He spoke 
about “Inclusive Growth and the Role Technology Can Play in It”.  I remember him stating, “We 
have to work to ensure micro-economic stability which means strengthening growth especially 
through investment and maintaining a moderate current account deficit, achieving a fiscal deficit 
consistent with the Government’s fiscal road-map and reducing inflation.” Looking back at the 
last two years, the RBI together with the Government, seem to have embarked well on the way 
towards achieving these objectives. He also talked extensively about inclusive growth and use of  
technology including Mobile Banking. Once again looking at the past two years, we as a nation 
seem to have done very well on these fronts as well.

Exit of  the Central Bank Chief  is not new. There have been 20 predecessors to him in independent 
India starting with Sir C.D. Deshmukh. In the history of  Independent India, there has always 
been a healthily but palpable tension between the Central Bank and the Government of  the time. 
This is perhaps because the elected Governments have to worry about ensuring visible growth 
and keeping up with their electoral promises whereas the Reserve Bank of  India has to cast 
their vision at consistent growth and stable economy until and beyond distant future.  Both the 
objectives are in the national interests yet they cause mutual friction. Change is inevitable and, 
therefore, it would be prudent to examine as to who should be the next Governor of  RBI and 
what qualifies a person for this key position. 

After reading many blogs and articles on the subject, I have chosen Prem Shankar Jha’s speculation 
as the most appropriate one.  He says that, “the successor of  the RBI Governor has to meet three 
requirements. Firstly, his/her professional qualification must be stellar and beyond question only 
then will international/ national  community be convinced that the Government is only changing 
the Governor and not undermining the autonomy of  the RBI. Secondly,  he/she  must be a 
first class economist who can explain and justify his/her decisions with sound economic logic 
(I have omitted some parts of  the original statement for the sake of  neutrality) and thirdly, the 
time taken by the new incumbent to become familiar with the subordinates and the Members of  
RBI’s Advisory Committee as well as to learn the technicalities of  the Bank’s working should be 
as short as possible”.   Among the invited articles on this topic, Dr. Ashima Goyal, Professor, 
IGIDR has written extensively and I am tempted to quote a small portion. According to her, 
“What kind of  beliefs, experience, and training should the new governor ideally have? What are 
the areas he must attend to? Freedom from ideology is necessary—he must be neither a hawk 
nor a dove. Else he would tend to neglect data and context in favour of  fixed priors. Knowledge 
of  macroeconomics adapted to the intricacies of  a more open Indian economy, as well as of  
the financial sector and domestic and international reform initiatives in the sector, is required.  
Paying careful attention to the data and to special features of  the Indian economy, rather than 
blindly applying preconceptions or concepts honed in different economies, is very important in 
a heterogeneous economy, especially in one implementing inflation targeting for the first time.” 

No matter who the next incumbent is, the Industry would look forward to reduced interest 
rates and higher availability of  capital at lesser cost; the Economist would look forward to stable 
Rupee, lower inflation and the real success will be achieved, if  we succeed in implementing a slew 
of  reforms set out by the Prime Minister such as e-Mandi, Kisan Fasal Bima Yojna, Jan Dhan 
Yojna and the Mudra Bank Yojna. 

This month’s Issue is focussed on creating employment opportunities.  A simple step like the 
recent announcement of  allowing the Shops and Establishments to remain open 24x7 will by 
itself  generate greater employment and this is a step in the right direction. To Know more on this 
subject please Read on.....
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Maharashtra Economic 
Development Council (MEDC) 
and Maharashtra Airport 
Development Company Ltd 
(MADC) in association with the 
Government of Maharashtra 
is holding an International 
Aerospace event in Nagpur, 
India AeroBiz & MRO 2016, 
November 17-20, 2016 in 
MIHAN.

India AeroBiz & MRO 2016 
focusses on Empowering 
Regional Connectivity 
wherein Original Equipment 
Manufacturers (OEM), 
Airport Operators and Airport 
Developers, Maintenance, Repair 
and Overhaul players and all 
those who are associated with 
development the eco-system 
to make this possible should 
participate in the event.

While focusing on the main theme 
of Regional Connectivity, the key 
components of India AeroBiz 
& MRO 2016 will be exhibition 
of aircraft and helicopters with 
an air show, indoor exhibition 
of products, equipment and 
services by players in the field, 
an International Conference.

We invite all Indian and 
International aerospace players 
to take this opportunity of 
showcasing, participating in 
the exhibition and deliberating 

on relevant issues concerning 
Empowering Regional 
Connectivity through India 
AeroBiz & MRO 2016, November 
17-20, 2016 in MIHAN, Nagpur.

Key Features of the show are:

•	One	 of	 our	 major	 attractions	
is the Sale and Leasing of the 
Business Aircraft and Business 
Helicopters.

•	Regional	 Connectivity,	 which	
includes understanding the 
framework of Current Policy 
and covering the routes of every 
area, airport infrastructure and 
eco-system.

•	License	 collaboration	 for	
manufacture of components and 
consumables in India.

•	Training	 –	 all	 aspects	 of	 all	
flying.

•	Aviation	Hub	-	Nagpur	

•	Nagpur,	 the	 second	 capital	 of	
Maharashtra State has a strategic 
place among the international 
aviation routes. Every day 
around 500-700 flight overfly 
Nagpur Control area

•	Its	 unique	 location	 at	 the	
crossing of the air route between 
Europe and South-East Asia, as 
well as between South Africa 
and North-East Asia makes it 
a logical and ideal location for 
passenger and cargo hub

•	Indian	 Air	 Force,	 the	 world’s	

4th	 largest	 Air	 Force	 has	 its		
Maintenance Command  in 
Nagpur

•	India’s	 newest	 and	 largest	
MRO facility of AIESL located 
at MIHAN, soon to have a GE 
90	Engine	Test	Center	

•	The	Multi-modal	International	
Cargo Hub and Airport at 
Nagpur (MIHAN) is an airport 
project	for	Nagpur

The	 project	 aims	 to	 exploit	 the	
central location of Nagpur and 
convert the present airport into 
a	 major	 cargo,	 passenger	 and	
business hub with integrated 
road and rail connectivity

The	 Hon.	 CM	 has	 given	 his	
blessing for hosting this unique 
International event in Nagpur.

Looking forward to your 
wholehearted participation and 
support	 to	 Maharashtra’s	 Only	
Aerospace Event, India AeroBiz 
& MRO 2016, November 10-13, 
2016 in MIHAN, Nagpur.

Organisers

for more details contact 
MEDC, Tel : 22842206/09 

email : medc@medcindia.com
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Chairman, Editorial Board & 

Consulting Editor

Revised Development Plan 
and 

Development Control 
Regulations for Mumbai. 

The development plan 
of  Mumbai and the 
development control 

regulations were finally 
announced on 27th May 2016.  
The Municipal Corporation has 
invited suggestions and objections 
regarding the development 
plan and DC Regulations.  The 
time given for the suggestions/ 
objections is two months.  This 
means that within two months 
i.e. from 27th May up to 27th July 
any citizen can give suggestions/
objections and the municipal 
corporation will be duty bound 
to give the concerned citizen a 
hearing and then decide on the 
matter.  It is therefore, essential 
that all citizens understand all 
implications of  the new DCRs, 
since for the next twenty years all 
development will be as per these 
regulations.  

Firstly let us discussed the main 
points in the development plan 
itself.   

The earlier development plan 
2034 which was withdrawn with 
great haste had proposed that 
all lands on which slums exist, 
and which have been reserved 
for non-buildable reservations 
such as garden, play – grounds, 
recreation grounds, will be 
deleted.  This meant that all slums 

which stood on such reservations 
would have been available for 
the developers to grab under the 
name of  ‘slum rehabilitation.’ 
Under the new proposed DP, the 
recommendations of  deletion 
of  reservation on slum lands 
have been done away with.  This 
means that all slum lands which 
had reservation earlier, will 
continue to be under reservation.  
However, in the Development 
Control Regulations for slums 
some changes have been made.  
It has now been permitted to 
develop the land encroached 
upon which has been reserved  
for open spaces such as garden 
and play grounds by permitting 
use of  one third of  the land for 
development while the two-third 
is kept for the purpose for which 
it has been reserved. 

On one hand it can be said the 
new move permits redevelopment 
on lands under reservation for 
the public purpose.  On the 
other hand however it can also be 
argued that public places will be 
reduced as a result of  this DCR.  
The slum dwellers are not yet 
aware of  these new amendments 
and hence they have not yet 
objected to them.  The media has 
not yet highlighted this aspect 
and one does not know whether 

it would withstand the scrutiny of  
the courts. 

Mumbai does not have many 
vacant lands for development.  
The only development possible 
is through the re-development 
process.  There are vacant lands but 
under the present Development 
Control Regulations such lands 
are not developable.  

1700 acres of  land belongs to 
the Mumbai Port Trust and was 
never considered under any 
development plan since the port 
trust would come up with its own 
plan for development. 

6000 acres of  lands fall under 
what has come to be known as 
the “Salt Pan Lands”.  These are 
lands which were given to locals 
by the then British government to 
produce salt.  These were low lying 
areas which were located  below 
the high tide line.  When the high 
tide water came in, the land was 
permitted to be flooded with sea 
water.  Before the high tide ebbed, 
the entry points were closed.  The 
water therefore, remained on the 
land while the tide was low.  The 
scorching heat of  the sun resulted 
in rapid evaporation of  water and 
concentrated salt water remained.  
As the water content evaporated 
rapidly, only salt remained on 
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the land.  This salt was then 
accumulated and the entry points 
to the high tide opened up for 
more salt water to come in and 
get converted into salt.  Salt 
has been manufactured by this 
process for hundreds of  years.  
The ownership of  this land was 
always with the Government of  
India and the person producing 
the salt was treated at par with 
the  license who cultivated on the 
agricultural lands. The Industries 
Department, Government of  
India was assigned the job of  
protecting the salt pan lands.   In 
the 70’s some of  the developers 
somehow got permission to build 
on such land. Such buildings 
were earlier declared illegal, 
but subsequently regularized.  
Garodia Nagar and Chheda Nagar 
in Ghatkopar stand today on what 
were once salt pan lands.  By their 
very definition, since these lands 
were located below the high tide 
level,  they were consider as falling 
under CRZ (Costal Regulatory 
Zone) and hence not available for 
development.  The government 
has now decided to make this 
land available for development 
to private developers if  they 
build affordable housing on 
some portion of  this land.  
Environmentalists are bound to 
challenge this decision and hence 
the fate of  development on such 
land is uncertain.

Mumbai has, within its Municipal 
limit the coastal villages of  Madh, 
Kulvem, Erangal, Aksa, Manori, 
Marve, Gorai etc.  The entire 
stretch from Malad up to Borivali 
on one hand and Madh/Versova 
on other has been declared as no 

development zone.   The land 
bordering the National Park, from 
Andheri to Goregaon on one side 
and Vikhroli to Mulund to other 
was also kept as no development 
zone for the Aarey Colony.  These 
lands have lush green forests 
and not only do they provide 
fresh air to the polluted city of  
Mumbai but also act as a buffer 
to the National Park area.  Earlier, 
some builders in connivance with 
authorities usurped some portion 
of  these lands. Now, by one 
stroke of  the pen, portions of  the 
Aarey lands have been allotted to 
the metro car sheds.

The entire no development 
zone has been converted into 
developable area provided the 
builders can allocate some 
portion of  the constructed area 
for affordable housing.   The no 
development zone which presently 
is permitted from 0.2 up 0.5 FSI 
can now avail of  an FSI up 3.  
This means that the development 
potential has been increased by 
15 times.  The infrastructure in 
this area is extremely fragile and 
cannot cope up with the existing 
structures including the defence 
installations functioning in this 
area.  Whether such massive 
amount of  construction will be 
sustainable is the question which 
the environmentalist have been 
asking all the time.  This move 
too is likely to be challenged 
in the court of  law.  Affordable 
housing, though shown on paper, 
may not be available within the 
given time frame.  

Let us therefore examine the 
potential for re development 

and what the new Development 
Control Regulations will permit 
in the next 20 years.  

7 million people live in slums.  
These slums occupy 14% of  
the lands in Mumbai.  The 
SRA scheme was lunched with 
fanfare in the year 1995.  More 
than 20 years have been passed 
and the scheme has not given 
the slum dweller more than 1, 
50,000 houses.  Even in these 
it has been estimated that 50% 
of  those who presently occupy 
have never stayed in the original 
slum. They have either forged 
documents and made themselves 
eligible or purchased the housing 
units meant for the slum 
dwellers by buying them from 
the builders, or purchased them 
from the original slum dwellers 
by dishousing them.  It has now 
been accepted by all  that the 
scheme which conceived for the 
slum dwellers was manipulated 
by the builders and it became 
an exercise in land grabbing.  
Realizing this government 
appointed a committee under 
the chairmanship of  Shri 
Sadashivrao Tinaikar, former 
Municipal Commissioner and 
former Addl. Chief  Secretary, 
Govt. of  Maharashtra.  Mr. 
Tinaikar studied all aspects of  
the scheme and recommended 
that the scheme be immediately 
shut down because according to 
him it was “of  the builder, for the 
builder, by builder” .  Mr. Tinaikar 
in his report very clearly stated 
that ‘if  the intention was at any 
time to provide accommodation 
to the slum dwellers, it had filled 
miserably’.  He also realized that 

Edit Page
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the whole scheme was being 
manipulated by the builders to 
grab as many lands as possible 
under the name of  slum 
rehabilitation.  

When it was so obvious that 
the scheme has failed, especially 
since the quality of  construction 
of  the rehab component is very 
poor, it was expected that it will 
be replaced with a new scheme 
which was more realistic and pro 
people.  However under the new 
DCR the same old scheme has 
been continued for yet another 20 
years.  The slum dwellers have been 
shocked and the builders seem to 
be very happy. This scheme will 
be opposed by the slum dwellers 
in the days to come and shall be 
one of  the major issues in the 
ensuing elections to the Mumbai 
Municipal Corporation. 

Mumbai had 19,800 old and 
dilapidated cessed buildings.  
Of  these about 1000 have been 
reconstructed by MHADA 
and about 2000 have been 
re developed by builders.  It 
is common knowledge that 
more than 85% of  the rehab 
component which is of  inferior 
quality has been purchased by 
those who never stayed in the old 
building.  Moreover in the past 35 
years only 10% of  the buildings 
have been re developed.  This 
is clearly the indication of  the 
total failure of  this scheme. It 
was therefore expected that this 
scheme be scraped and replaced 
with another scheme which 
would benefit the real occupiers 
of  the cessed  buildings.  The 
new DCR has extended the life 

of  the scheme for another 20 
years.  25 lakh residents of  the 
dilapidated buildings in the island 
city will curse the Government 
for subjecting them to land grab, 
coercion and misery.  

There are more than 45,000 co-
operative housing societies in the 
suburbs of  Mumbai.  Most of  
them have consumed less than 1 
FSI.  The present scheme permits 
them to buy yet another 1 FSI, 
one-third from the government  
and two-third from the market in 
the form of  TDR, taking the FSI 
to 2.  Over and above this they are 
entitled to an FSI which is 35% of  
the 2 FSI in the form of  fungible 
FSI. This takes the total FSI 
available to the societies to 2.7.  
Few societies have undergone 
the process of  redevelopment.  
5,800 projects are stuck midway 
due to several reasons.  The 
most important of  the reasons is 
that is that the residents cannot 
effort to buy the TDR on their 
own and hence have to approach 
builder.  The builder keeps the 
scheme in abeyance until the 
saleable portion get customers.  
This scheme is therefore delayed 
and hence has totally failed to 
achieve the desirable objectives.  
It was expected that the scheme 
will be revamped to reflect the 
aspirations of  the members of  the 
co-operative housing societies.  
Instead under the new DCR the 
same scheme has been extended 
for further period of  20 years.  
The residents of  the co-operative 
housing societies have reasons to 
be upset.  They are likely to object 
to the scheme. 

MHADA has in the past 50 years 
built 90 colonies.  In these colonies 
about 15 lakh residents reside in 
more than 2 lakh houses.  Under 
the existing scheme, MHADA 
was entitled an FSI of  3 and the 
resident could avail of  a carpet 
area which is more than that which 
is presently occupied by them.  
However, the entitlement for 
the society member was limited 
by set of  formulas mentioned in 
DCR 33(5).  Under the new DCR 
the FSI available to MHADA has 
been increased to 4. However 
the entitlement of  the individual 
resident has not been changed.  
When MHADA gets 33% extra 
FSI the intention appears to be to 
benefit to builder rather than the 
resident.  Here too, the new DCR 
has failed to fulfil the expectations 
of  the people of  Mumbai who 
are residing in the colonies built 
by MHADA. 

In short more than 90% of  the 
residents of  Mumbai are  being 
subjected to suffer the existing 
rules for a further period of  20 
years.  These rules have failed 
to take care of  the expectations, 
the needs and the hopes and 
aspiration of  the people of  
Mumbai.  We hope that there will 
be large number of  objections and 
suggestions and the government 
will be forced to take a positive 
view and bring a new set of  DCRs 
which will benefit the people of  
Mumbai.  

chandrashekharp@hotmail.com
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Global Trade and 
Investment Trends...

This column focuses on trends in trade 
and investments in the past month. 
This month saw BREXIT, 
the most sensational global 
development on the economic 
front. It also saw an insidious  
legal suit between two friendly 
nations that are both members 
of  the G7 on the investor-state 
dispute settlement provisions 
of  a trade pact that are now 
becoming de rigeur in the new 
pacts under discussion.
The big attention grabbers 
as the British Revolt against 
the European Union  as the 
referendum in Britain approved 
a withdrawal from the European 
Union – something that has 
never happened. Whatever the 
impact on the British economy 
if  and when this results in a 
formal withdrawal application 
and its approval, the global 
concern was with the fallout. As 
with all economists, there were 
two opposing opinions about 
the impact but broad unanimity 
about the underlying sentiment 
which seems to pervade the 
popular thinking globally.

The Brexit vote, according to  
Glenn Hubbard, a top economic 
official to President George W. 
Bush who now serves as dean of  
the Columbia Business School 

reflects a deep distrust of  the 
benefits of  the global economic 
system among a wide swath of  
voters in Europe and the United 
States, and a broadly held view 
that government institutions — 
whether in Washington or Brussels 
— are calcifying and don’t work 
well.  “Both of  those forces have a 
lot of  wind at their back,” he said.

“In the near term, you’re seeing 
markets being roiled, and feedback 
effects for the Federal Reserve,” 
Mr. Hubbard said. But for now, at 
least in the United States, “I don’t 
think it’s going to raise recession 
probabilities.”

When it comes to commerce, 
Britain is not even among the 
United States’ top five trading 
partners — it’s currently the 
seventh largest, according to the 
United States Census Bureau, 
which tracks trade data. American 
exports to Britain last year 
totaled $56 billion, or just over 
0.3 percentage point of  gross 
domestic product.

Partly that’s a reflection of  
how the United States, despite 
leading the era of  globalization, 
remains something of  an 
economic island1.  Exports 

1 According to wizened experts in India, 
this is true of  India too. Global money 
flows into markets however can play hav-
oc with currencies and thereby with open 
economies especially when they flow like 
flood flows (lava flows?) into and out of  
countries. Note too that India is now 
pretty open to tsunamis of  money, large 
or small.

account for 13.4 percent of  
American economic output, 
according to the World Bank, 
compared with roughly 30 percent 
for Britain.

The 2015 slowdown in the 
United States’ biggest trading 
partner — China — may have 
blunted domestic growth in the 
last year, but even that hardly 
threw the American economy 
into a tailspin. Nor should 
Brexit, most experts say.
http://www.nytimes.com/2016/06/26/business/

economy/for-america-br exit-may-be-a-warning-of-

globalizations-limits.html?emc=edit_th_20160626&n

l=todaysheadlines&nlid=10465622

On the other hand, here was 
another voice to the contrary: 

What Alan Greenspan, the longest 
serving Fed Chairman, said on 
CNN on  Friday:

“This is the worst period I 
recall since I’ve been in public 
service. There is nothing like it, 
including … October 19, 1987 
the day Dow went down by 23%; 
That I thought was the bottom 
of  all potential problems … 
This has a corrosive effect that 
will not go away easily …”

According to one blog, 
“The next 18-24 months will be 
the most difficult economic & 
political period that any of  us 
has ever experienced. All large 
centers of  the world’s economy 
are either in a serious slowdown 
or on the edge of  that precipice 

Global Economic Monitor
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– Europe, China, Japan & now 
America.”

Only time will tell, which 
outcome is the more likely one!
On the related topic of  
international free trade 
agreements like NAFTA, TPP 
and TTIP , a serious concern was 
brought to the readers attention 
in an earlier column and that 
relates to the Investor Protection 
provisions relating to Investor-
State Dispute Resolution and 
their potentially insidious 
consequences of  superseding 
national laws especially relating 
to environmental issues, 
consumer or worker protection, 
etc. A recent incident brought 
this home to the US public in 
a sensational “man bites dog” 
fashion.

TransCanada Corp. is seeking to 
recoup $15 billion for the Obama 
administration’s rejection of  the 
Keystone XL oil pipeline, in a 
legal claim that highlights how 
foreign companies can use trade 
deals to challenge U.S. policy.

The Calgary-based pipeline 
operator filed papers late Friday 
seeking arbitration under the 
North American Free Trade 
Agreement, arguing that 
TransCanada had every reason 
to believe it would win approval 
to build Keystone XL. Instead, 
President Barack Obama last 
November determined that 
the pipeline, which would have 
carried Canadian oil sands crude 
to the U.S. Gulf  coast, wasn’t in 
the national interest. In response, 
TransCanada in January vowed 
to use arbitration provisions in 

Chapter 11 of  Nafta to recover 
costs and damages.

The company said the U.S. spent 
seven years delaying a final 
decision on the project with 
multiple rounds of  “arbitrary 
and contrived” analyses and 
justifications.

“None of  that technical analysis or 
legal wrangling was material to the 
administration’s final decision,” 
TransCanada said in Friday’s 
filing. “Instead, the rejection was 
symbolic and based merely on the 
desire to make the U.S. appear 
strong on climate change, even 
though the State Department had 
itself  concluded that denial would 
have no significant impact on the 
environment.”

‘Entirely Consistent’

The State Department said 
Secretary of  State John Kerry 
had determined that the pipeline 
didn’t serve the national interest.

“We are confident that this 
determination is entirely 
consistent with all of  our domestic 
and international obligations, 
including our obligations under 
Nafta,” State Department 
spokesman John Kirby said in an 
e-mailed statement, adding that 
it wouldn’t comment on pending 
litigation or arbitration.

TransCanada’s claim could 
reinvigorate opponents of  
the proposed Trans-Pacific 
Partnership and make it even 
harder for advocates of  that 
12-nation trade deal to get it 
ratified by Congress. Like Nafta, 
the Trans-Pacific Partnership 
includes investor-state dispute 
settlement provisions that allow 

Global Economic Monitor
foreign companies to challenge 
domestic laws in front of  
international arbitration panels. 

Foreign companies could 
exploit the investor-state 
dispute settlement provisions 
in the Trans-Pacific Partnership 
to weaken U.S. environmental 
policy and labor protections. 
TransCanada’s Nafta claim 
highlights the risk, said Sierra Club 
Executive Director Michael Brune.

….Nafta claims by corporations 
against the U.S. have been 
relatively rare since the trade pact 
went into effect in 1994. The 
U.S. has a good track record 
in winning, but companies 
typically emerge victorious in 
similar international disputes, 
according to Public Citizen’s 
Global Trade Watch. Source: 

Bloomberg

Finally, on a more prosaic event, 
the new locks and wider channel for 
the Panama Canal were inaugurated 
. This will now permit enhanced 
NEO-PANAMAX capacities of  the 
13000 container size from the old 
5000 container sized PANAMAX..

PANAMA CITY — On July 
8, 2009, the champagne finally 
flowed.  After an intense two-
year competition, a consortium 
led by a Spanish company in 
severe financial distress learned 
that its rock-bottom bid of  $3.1 
billion had won the worldwide 
competition to build a new set 
of  locks for the historic Panama 
Canal.  Within days, executives 
of  the four-nation consortium, 
Grupo Unidos por el Canal, flew 
to Europe to begin planning the 
project.
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Disputes quickly erupted over 
how to divide responsibilities. 
Some executives appeared not 
to fully grasp how little money 
they had to complete a complex 
project with a tight deadline 
and a multicultural team whose 
members did not always see things 
the same way.

Internal arguments soon gave 
way to bigger problems. There 
would be work stoppages, porous 
concrete, a risk of  earthquakes 
and at least $3.4 billion in disputed 
costs: more than the budget for 
the entire project.

Seven years later, and nearly two 
years late, the locks have finally 
been declared ready to accept 

the new generation of  giant 
ships that carry much of  the 
world’s cargo but cannot fit 
in the original canal. To mark 
the occasion, Panama has invited 
70 heads of  state to watch on 
Sunday June 26, 2016 as a Chinese 
container ship becomes the first 
commercial vessel to attempt the 
passage from the Atlantic Ocean 
to the Pacific through the larger 
locks.

For more than 100 years, the canal 
has been a vital artery nourishing 
the world economy, a testament 
to American engineering and one 
of  the signature public works of  
the 20th century.   The new locks, 
built by Panama without help 

from other governments, were 
sold to the nation and the world 
as a way to ensure that the canal 
remained as much of  a lifeline in 
the hyperglobalized 21st century 
as it was in the last. Source: New 

York Times

This new capacity, once it settles 
down, will change traffic patterns 
from Asia to the USA in terms 
of  Suez Canal and Cape of  Good 
Hope traffic.

profitechconsultants@gmail.com

The author is a Public Policy consultant and 
President of  ProfiTech, a strategic consultancy 
and also Member of  the MEDC Economic 
Digest Committee. 

Appeal to the Members for the Payment of
Annual Membership Fee for the year 2016 - 2017

Dear Members

The MEDC is grateful to its Associate and Constituent Members, who have paid their Membership Fee for 

the current financial year (2016-2017)

The MEDC requests its Associate and Constituent Members (those who have not yet paid their membership 

fee), to make the payment at an early date before  31st July 2016  to enable us to update the data of 

members for the year 2016-2017 (www.medcindia.com/online-payment/)  

Your early action in this regard will be highly appreciated.

for more information pl. contact : 

Dy. Gen. Manager, MEDC,  3rd Floor, Y B Chavan Centre, Nariman Point, Mumbai – 400 021.; 

Tel.: 22819198 ; 22842206/09 ;  Fax.: 22846394 ; Email : sureshg@medcindia.com 

Global Economic Monitor
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Dr. Ranjit Pattnaik

Employment Growth in 
European Union( EU)

The employment growth 
in EU is a  critical issue 
as it has implication 

for macroeconomic stability, 
standard of  living, and socio 
political development. The labour 
market data reveals that the EU’s 
workforce is shrinking as a result of  
demographic change. Consequently, 
a smaller portion of  labour force is 
supporting a growing number of  
dependent people. This development 
in the longer term has the potential 
of  having adverse implications for 
sustainability of  Europe’s social 
model, welfare system and economic 
growth. However, it is pertinent 
to note that despite its potentially 
damaging social and economic 
impact the subject has not received 
adequate attention of    European 
policy makers. Contextually, it 
may be further stated that the 
structural drivers of  unemployment 
have not been addressed by the 
authorities. As a result, the targets 
fixed at the “LISBON SUMMIT, 
2000”for employment are unlikely 
to be achieved. In addition the 
decision of  United Kingdom 
to leave EU as popularly called, 
Brexit, could also have adverse 
implication for employment growth 
as there will be restrictions for 
migration. Furthermore, labour 
market developments in EU have 
also implications for existing and 
aspirant labour force of  India.

Against the above back drop, the 
present article is organized thus. 
Section 1 discusses the demographic 
profile, magnitude of  employment 
EU along with the cyclical and 
structural factors contributing to 
unemployment. Section 2 presents 
the migration issues and Brexit. 
Section 3 covers policy options 
and future agenda. Concluding 
Observations are in Section 4.

Section1 : Demographic Profile, 
Magnitude of  employment 
growth and drivers of  
unemployment

1.1 Demographic Profile

According to Eurostat, over the 
past two decades the total EU 
population grew from 475 million 
in 1990 to 507 million in 2013 . 
Between 2002 and 2013 the number 
of  older persons aged 65 and above 
increased by 17.7 per cent. There 
was a particularly steep rise of  44.8 
per cent for the group aged 80 or 
over. The population aged 20 to 
64 years grew only slightly by 3.6 
per cent over the same period. 
In contrast, the number of  0 to 
19 year olds fell by 5.8 per cent. 
While the most recent projections 
predict rapid growth in the number 
of  older people, particularly in the 
group aged 80 years or over, the 
population aged 20 to 64 years 
is expected to start shrinking in 

the next few years as more baby 
boomers enter their 60s and retire. 
As a result, the share of  20 to 64 
year olds is expected to gradually 
decline from 60.8 per cent in 2013 to 
58.9 per cent in 2020. This means a 
reduction of  6.5 million people. At 
the same time, the number of  older 
people aged 65 or over will grow by 
about 12 million, reaching 20.4 per 
cent of  the total population in 
2020. These trends will continue at 
an even faster rate in the following 
decade, with the population aged 20 
to 64 shrinking to 55.9  per cent  and 
those aged 65 or over increasing to 
23.9 per cent  thus making up almost 
a quarter of  the total population in 
2030. 

1.2 Magnitude of  Employment 
growth and Unemployment rate

During the pre- global financial 
crisis period (2004- 2008) the EU 
employment rate was within the 
range of  62.9 per cent to 65.7 per 
cent. Aftermath of  crisis the rate 
plummeted  and stagnated at around 
64 percent (Table1). Mirroring 
these trends, unemployment rates 
declined over 2004 to 2008 declined 
to 7 percent . However, this rate is 
more than 10 per cent in the past 
crisis period (Table2)

The decomposition data available 
in Eurostat reveals that the 
unemployment rate of  young people 
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Table 1: Employment growth rate of  EU, USA and Japan.

EU member states.

As per the latest available data, the 
unemployment rate in February 
2016 compared to an year ago,  
fell in twenty-four Member States, 
remained stable in Belgium and 
increased in Austria (from 5.4% 
to 6.0%), Latvia (from 9.7% to 
10.1%) and Finland (from 9.1% to 
9.2%). The largest decreases were 
registered in Cyprus (from 16.6% 
to 12.6%), Spain (from 23.2% to 
20.4%), and Bulgaria (from 9.8% to 
7.4%). In February 2016, the youth 
unemployment rate was 19.4% in 
the EU28 and 21.6% in the euro 
area, compared with 20.9% and 
22.7% respectively in February 
2015. The lowest rates were 
observed in Germany (6.9%), the 

aged 15 to 29 increased to 18.7 % 
in 2013. Similarly, unemployment 
level of  low-skilled people has 
increased by 7.6 percentage points 
since 2007, reaching 19.1 % in 
2013. Low-educated young people 
are clearly the worst off, with their 
unemployment rate climbing to 29.9 
% in 2013, which is 10 percentage 
points higher than in 2007. 

Furthermore, employment rates are 
generally lower among women and 
older workers. In male employment 
rates were consistently higher than 
those for women across all of  the 

Czech Republic (10.2%), Denmark 
(10.5%) and Malta (10.8%), and 
the highest in Greece (48.9% in 
December 2015), Spain (45.3%), 
Croatia (40.3% in the fourth quarter 
2015) and Italy (39.1%).

1.3 Cyclical and Structural factors

Employment (and unemployment) 
rates are closely linked to the 
business cycle. Usually this is 
expressed in terms of  GDP growth, 
which can be seen as a measure of  
an economy’s dynamism and its 
capacity to create new jobs. The 
situation observable in 2010 and 
2011, with GDP growth picking 
up but employment recovery more 
or less stalled, can be described as 
‘jobless growth’. This means GDP 
growth corresponded mostly to 
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an increase in productivity and 
hours worked, leaving little room 
for employment growth .As the 
result of  another GDP contraction 
following the slight recovery in 2010 
and 2011, the number of  employed 
people fell again in 2012 and 2013. 

Cyclical factors have therefore 
certainly contributed to the rise in 
unemployment. And the economic 
situation in the euro area suggests 
they are still playing a role. The most 
recent GDP data confirms that the 
recovery in the euro area remains 
uniformly weak, with subdued 
wage growth even in non-stressed 
countries suggesting lacklusture 
demand. In these circumstances, it 
seems likely that uncertainty over the 
strength of  the recovery is weighing 

Table 2: Unemployment rate of  EU,USA Japan

on business investment and slowing 
the rate at which workers are being 
rehired. 

As well as the current demand 
deficit (cyclical) unemployment, 
Europe has struggled with persistent 
structural unemployment for the 
past two decades. High natural 
rates of  unemployment have been 
blamed on:

• Inflexible labour markets

• Generous unemployment 
benefits which encourage 
frictional unemployment.

• Geographical immobility

Strong labour market regulations 
which discourages firms from 
investing and taking on new workers

2. Migration, Brexit and India 
impacting employment 

2.1 Migration

Economic migration is increasingly 
acquiring strategic importance for 
the EU in dealing with a shrinking 
labour force and expected skills 
shortages. Without net migration, 
the European Commission estimates 
the working-age population will 
shrink by 12 % in 2030 and by 33 % 
in 2060 compared with 2009 levels. 

In 2013, non-EU citizens accounted 
for 3.9 % of  the total EU population . 
Their share in the labour force was 
even higher, at 4.4 %. However, 
migrant workers do not only often 
occupy low-skilled, low-quality 
jobs, they also show considerably 
lower employment rates than EU 
citizens .In 2013, the employment 
rate of  non-EU nationals aged 20 
to 64 was 12.3 percentage points 
below the total employment rate and 
12.8 percentage points below that 
of  EU nationals. This is a significant 
widening of  the gap since the onset 
of  the economic crisis in 2008. 

2. 2 Brexit

Free movement of  labor was an 
important founding principle of  the 
EU. According to Article 45 of  the 
EU constitution, EU citizens can 
live and work in a member country 
without a work permit. They also 
receive monetary benefits, if  they 
are laid off  or unemployed. Now 
that Brexit happens to be a reality, 
how will that decision affect its 
local labor market? There are 
apprehensions that the work permit 
will be deterrent for EU members 
to work in UK, particularly in 
high skill financial services and 
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manufacturing jobs.

2.3 India

The impact on India will be neither 
direct nor severe because in the UK 
the contentious issue is intra – EU 
immigration, whereas elsewhere it is 
mostly extra – EU immigration.

3. Policy Options and future 
agenda

From the above discussions and 
keeping in view the targets set out 
at LISBON SUMMIT 9 working age 
population employment growth 70 
per cent, for women at least 60 per 
cent. And for the group 55- 64 50 
per cent), one important question 
does emerge. How the EU member 
states can improve their employment 
growth performance or reduce their 
unemployment rate? Short answer 
to this is both sides of  the economy: 
aggregate demand policies have to be 
accompanied by national structural 
policies. No amount of  fiscal or 
monetary accommodation, however, 
can compensate for the necessary 
structural reforms in the euro area.  
The structural unemployment was 
already estimated to be very high 
coming into the crisis (around 9%). 
Indeed, some research suggests 
it has been high since the 1970s. 
There are important reasons why 
national structural reforms that 
tackle this problem can no longer be 
delayed. This reform agenda spans 
labour markets, product markets 
and actions to improve the business 
environment. A few policy options 
are flagged below.

First, redeployment of  workers  
quickly to new job opportunities 
may be considered .This includes 
enabling firm-level agreements 

that allow wages to better reflect 
local labour market conditions and 
productivity developments; Second, 
greater wage differentiation across 
workers and between sectors may 
be allowed. Third, reductions in 
employment adjustment rigidities 
and especially labour market 
dualities; and product market 
reforms  may be considered, which 
will  help to speed up the reallocation 
of  resources and employment to 
more productive sectors.Fourth, 
raising the skill intensity of  the 
workforce is an important structural 
reform policy initiative. The issue 
of  skill intensity is also very relevant 
for potential growth. While raising 
labour participation is crucial, 
demographic prospects imply 
that it will provide a diminishing 
contribution to future potential. 
Lifting trend growth will have to 
come mainly through raising labour 
productivity. Thus, we need to 
ensure that, to the extent possible, 
employment is concentrated in 
high-value added, high-productivity 
sectors, which in turn is a function 
of  skills. Fifth, raising skills is 
clearly first and foremost about 
education, where there is much that 
could still be done. The percentage 
of  the working age population that 
has completed upper secondary or 
tertiary education in the euro area 
ranges from a high of  more than 
90% in some countries to a low of  
around 40% in others. But there is 
also an important role for active 
labour market policies, such as 
lifelong learning, and for eradicating 
distortions such labour market 
duality. The latter would, among 
other things, help reduce inefficient 
worker turnover and increase 

incentives for employers and 
employees to invest in developing 
job-specific skills.

4. Concluding Observations

Unemployment in the euro area is a 
complex phenomenon. A coherent 
strategy to reduce unemployment 
has to involve both demand and 
supply side policies, at both the 
euro area and the national levels. 
It can only be successful if  the 
strategy is truly coherent. It is not 
unusual to have regional disparities 
in unemployment within countries, 
but the euro area is not a formal 
political union and hence does not 
have permanent mechanism to 
share risk, namely through fiscal 
transfers. Cross-country migration 
flows are relatively small and are 
unlikely to ever become a key driver 
of  labour market adjustment after 
large shocks. Thus, the long-term 
cohesion of  the euro area depends 
on each country in the union 
achieving a sustainably high level 
of  employment. And given the very 
high costs if  the cohesion of  the 
union is threatened, all countries 
should have an interest in achieving 
this. Given the  demographic profile 
of  aging population associated with 
low labour productivity  in EU,  one 
important policy option could be 
relaxation of  stringent immigration 
laws for attracting skilled and young 
professionals from non – EU 
countries.   

ranjitkpattnaik@gmail.com

Dr.R K Pattnaik is a Professor at SPJIMR, 
Mumbai. Technical assistance was provided 
by students of  Global Management Program 
(GMP-2016) at SPJIMR, Mr. Naveen 
Kumar Sharma and Mr. Pranav Kumar. The 
views expressed are personal. 
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Dr. Ashima Goyal

REXIT and the 
Ideal for an RBI Governor

June has suffered from a surfeit 
of  exits. But none of  them 
lived up to forecasts of  dire 

consequences, at least for India. 
Indian markets have shrugged 
off  both Rexit and Brexit at least 
for now. And since markets are 
forward-looking it implies they do 
not foresee problems due to these 
exits in the future either. 

India, and its institutions, have 
strengthened and diversified so 
that they are more immune to one 
event or person. Development 
means sufficient depth to withstand 
shocks. The outgoing RBI governor 
has himself  contributed to building 
this resilience. Diversification 
means these are normally sufficient 
positives to counteract a few 
negatives. Soft oil prices, a pick-up 
in reforms, and good rains continue 
to put India in a sweet spot. 
Inflation has fallen although growth 
remains below capacity. Institutional 
investors want low deficits, low 
inflation and a strong currency, but 
they also value higher growth. They 
need not, therefore, be perturbed 
by a new governor who gives more 
weight to growth. Moreover, he will 
be doing this constrained by the 
inflation targeting framework.

The flexible inflation targeting 
is an example of  institutional 
strengthening. Not only will it 
constrain the governor but also it 

will make his views on the policy 
rate less important. Implementation 
by a monetary policy committee will 
make for more continuity. 

But the person at the top makes 
a big difference in any complex 
system since interpretation and 
direction are very influential. Under 
governor Rajan the Reserve Bank of  
India (RBI) did better in reducing 
vulnerabilities and in building 
foundations for future growth than 
in managing the cycle, partly because 
he believed more in the efficacy 
of  micro-structural and financial 
reforms in building for future 
growth than in trying to stabilize 
current growth. His priority was to 
make India a low inflation economy.

Therefore what kind of  beliefs, 
experience, and training should the 
new governor ideally have? What are 
the areas he must attend to? Freedom 
from ideology is necessary—he must 
be neither a hawk nor a dove. Else 
he would tend to neglect data and 
context in favour of  fixed priors. 
Knowledge of  macroeconomics 
adapted to the intricacies of  a 
more open Indian economy, as 
well as of  the financial sector 
and domestic and international 
reform initiatives in the sector, is 
required.  Paying careful attention 
to the data and to special features 
of  the Indian economy, rather than 
blindly applying preconceptions 

or concepts honed in different 
economies, is very important in a 
heterogeneous economy, especially 
in one implementing inflation 
targeting for the first time. 

The RBI interacts almost exclusively 
with the financial sector, but makes 
policy for the nation as a whole. So 
the governor has to make a special 
effort to be sensitive to the needs of  
broad constituencies. The interests 
of  different constituencies are often 
in conflict and have to be balanced. 
While savers and foreign investors 
benefit from high interest rates, 
workers, industry and consumers 
want lower rates. The room available 
for change commensurate with 
different objectives, keeping the 
national interest foremost, is often 
small and has to be quickly seized. 
There has to be awareness of  policy 
impact on different parts of  the 
system, and of  interaction across 
parts. 

For example, reducing 
unemployment gets neglected in 
India partly because it is poorly 
measured.  A thin quarterly 
employment survey available does 
show employment growth remained 
below 2010 levels. There was a rise 
in 2015 but the fall in export growth 
hit it again. There is excess labour 
supply because of  rural outmigration 
and especially as ten million young 
enter the labour force every year. 
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Stabilization of  demand shocks is 
the essence of  good macroeconomic 
policy. Although structural reform is 
required in India, such shocks also 
need to be smoothed. Otherwise 
there is an unnecessary sacrifice of  
growth and employment—many 
young lives loose the opportunity to 
flower. It is often said that a small 
fall in interest rates is not material 
for firms’ investment decisions. But 
interest rates do affect consumer 
durable and housing loans—areas 
where there is excess capacity. And 
higher sales affect firms’ demand 
and their decision to invest.   

In Indian conditions where food 
prices and other supply-side 
bottlenecks push-up costs and 
prices while monetary tightening 
largely reduces demand and 
output, tightening has to be kept 
as mild as possible, accompanied 
by coordinated action from the 
government to reduce costs. The 
interest rate can be lowered in line 
with any fall in costs and inflation. 
The new governor, therefore, 
must be able to work well with 
the government, even as he clearly 
communicates what components of  
inflation the RBI can effect and for 
what the responsibility lies with the 
government—and therefore how 
future inflation can be expected to 
evolve conditional on policy actions. 
Good communication is essential to 
help anchor expectations of  inflation 
and give predictability to markets. 
For credibility the framework in 
which inflation targeting is expected 
to work has to be clearly articulated. 

For example, food inflation is 
normally volatile but does not have 
persistent effects on inflation. It is 

only if  it is sustained above double 
digits that rural wages rise and 
inflation becomes persistent. The 
current bout of  food inflation is 
likely to be transitory since wages 
are not rising, and the monsoon 
promises to be normal.  Policy rate 
setting should therefore to able to 
afford to look through the food 
price rise. But given India’s large 
population for which food is a major 
part of  the consumption basket, 
non-inflationary income growth 
is only possible if  bottlenecks and 
supply-side disruptions in food 
production are removed. Continuing 
and effective government action in 
this area is therefore also necessary 
for monetary policy to look through 
a food price rise. 

India has a mix of  backward and 
forward-looking behaviour.  This 
implies change in policy rates 
must be fast because of  lagged 
effects, but they need not be large. 
The announced future direction 
can affect behaviour today, in a 
cumulative series of  small steps 
that add up to a large change, while 
leaving room for learning and 
for adapting to shocks.  A smaller 
cumulative change affects demand 
as financial deepening improves 
transmission.  The overall change 
also has to be small to the extent 
monetary policy does not want to 
create a large reduction in demand, 
but anchor inflation expectations 
with complementary supply-side 
measures. 

As the regulator of  banks and 
payment systems, the governor 
will have to continue the process 
of  imposing accountability for 
promoters and making bank balance 

sheets more transparent. But systems 
have to be put in place to transfer 
assets quickly, so they remain 
viable and banks continue lending.  
Hopefully, a benign macroeconomic 
cycle of  lower interest rates and 
higher growth together with 
complementary infusion of  funds 
from the Government will ease the 
process. In most past international 
episodes, high growth is the way 
debt ratios have fallen. India, 
uniquely among countries, has that 
opportunity today and should not 
lose it. 

Longer term reforms for financial 
inclusion and innovations in payment 
technology have to continue, along 
with measures to develop and 
deepen financial markets more 
generally. The new governor should 
have a balanced assessment of  the 
flaws as well as the strengths of  both 
markets and regulators. Markets 
err on the side of  over-optimism 
or over-pessimism creating excess 
volatility and pro-cyclicality. But 
regulators also create unnecessary 
delays, and raise costs in many ways. 
The emphasis, therefore, should be 
on prudential regulation that creates 
better incentives. If  it is triggered by 
objective criteria it can also reduce 
regulatory discretion and delay. 

Earlier the focus was on micro-
prudential regulations. Worldwide, 
in reforms following the global 
financial crisis (GFC), more 
importance is being given to 
macroprudential regulations, 
although they are still used much 
more in emerging compared 
to advanced economies. Since 
individuals do not take into account 
systemic spillovers from their 
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decisions, risks build up cyclically. 
Countercyclical macro prudential 
regulations increase the long-term 
cost of  giving credit during booms 
and reduce these costs during busts. 
A central bank as the moderator 
of  cycles, and liquidity provider 
of  the last resort, is best placed to 
implement such regulations. 

Although the RBI did a very 
good job with macroprudential 
regulations prior to the GFC, the 
primary responsibility for stability 
was given to a Financial Stability 
and Development Council in 2010, 
with the Finance Minister as Chair. 
The governor remains the chair 
of  the committee on systemic 
risk and must make sure there is 
no delay in dealing with the latter, 
despite more coordination required 
across regulators.  The coordination 
between macro-prudential and 

monetary policy also needs to be 
improved. 

India now has a seat in international 
fora such as G-20 and Bank 
of  International Settlements 
(BIS), where international policy 
coordination and financial reforms 
are discussed. The new governor 
must contribute fully to ensure the 
emerging market interests are not 
neglected, and they are not left 
with the entire onus of  managing 
spillovers from global volatility.

For example, the BIS has decided to 
focus on capital buffers as macro-
prudential instruments, although 
their primary purpose is loss-
absorption or shock-insulation. 
While loss-absorbing buffers 
should be countercyclical, they are 
often built up in bad times, hurting 
recovery, and neglected in good 
times. De facto buffers tend to be 

pro-cyclical.  Prudential regulations 
need to focus on creating incentives 
that prevent risky behaviour rather 
than on shock absorption. Where 
extensive macro-prudential tools 
such as leverage ratios, loans 
to deposit ratios, provisioning, 
margins, limits, loan to value, debt 
to income ratios successfully cap 
leverage there is less need to build 
buffers. Prompt corrective action, 
that reduces regulatory delay, is 
easier in response to sectoral cycles 
than aggregate cycles. India used 
provisioning effectively in sectors 
such as real estate before the GFC.

ashima@igidr.ac.in
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Delayed Onset of Monsoon 
and its Implications

Dr. S. B. Goilkar – Sr. Economist

An Italian polymath 
Leonardo da Vinchi has 
said that “Water is the 

Driving Force for all Nature”. Water 
here is referred as potable water and 
not sea water. The main source of  
potable water is the rain. Although, 
the rain water ultimately merges 
into sea water, so far sea water is 
not considered as potable water. 
As a result, availability of  potable 
water is depending upon vagaries of  
rainfall. The rainfall over the Indian 
sub-continent has been inconsistent, 
delayed and below average during 
last some years, mainly due to rising 
temperature of  the earth. 

The vagaries of  rainfall turn more 
harmful to the countries like India, in 
which a major portion of  population 
is depended upon agriculture, as 
agriculture has been their main 
activity. India is the second largest 
populous country and therefore, 
availability of  water and food grain 
is a challenge. Any deviation in these 
resources due to delayed monsoon 
or drought is likely to have serious 
repercussions on various counts. 
As a result inconsistent rainfall has 
been a sensitive issue in respect of  
availability of  potable water, which 
is crucial for drinking, sanitation, 
agriculture and also for industries. 

Normal South-West rainfall during 
four months from June to September 
is crucial in India for agriculture, 
food grain production and filling 

reservoirs, which is useful for 
drinking and sanitation, irrigation 
and industries during rest of  the 
period. Some pre-monsoon and 
post-monsoon showers also help to 
agriculture and also to maintaining 
water levels of  reservoirs.  

However, the country witnessed 
for delayed onset and deficient 
rainfall in some parts of  the country 
during last some years, reflecting in 
some repercussions, such as water 
scarcity, deepening ground water 
level, low agricultural produce, 
power and water shortages for 
agriculture, industries and other 
businesses, compelling to reduce 
activities, sharp rise in inflation, 
volatile market conditions etc. 

Dates of  onset of  monsoon over 
the Indian subcontinent show that 

it has been delayed during last 
five years, possibly due to climate 
change. According to some studies; 
historically there was only one 
climate condition known to bring 
about a delay in India’s monsoon; 
that is El Nino. A strong El Nino is 
thought to have contributed both to 
the Monsoon’s late arrival and to a 
very severe drought in most parts of  
the country in last two years. 

According to the studies various 
parameters such as sea surface 
temperatures, winds etc. cause for 
certain conditions of  atmosphere 
such as El Nino Southern 
Oscillation (ENSO), La Nina, 
Positive Indian Ocean Dipole 
(PIOD) and Negative Indian Ocean 
Dipole (NIOD), which play an 
important role in determining the 

monsoon. El Nino is an ocean-
atmosphere phenomenon 
originating just south of  the 
equator in the Pacific Ocean 
and responsible for warm, 
wet conditions in Northern 
hemisphere in December-
January accompanied by dry, 
drought like conditions in 
Southern hemisphere. La Nina 
is also an ocean-atmosphere 
phenomenon, at the same 
regions, but producing opposite 
effects to that of  El Nino. The 
atmospheric component of  
El Nino and La Nina is called 
the Southern Oscillation. The 

Onset of Monsoon during last 
12 years

Year Onset Date Rainfall from 
June-Sept (MM)

2005 7th June 874.4
2006 26th May 889.3
2007 28th May 943.0
2008 31st May 877.8
2009 23rd May 698.3
2010 31st May 911.1
2011 29th May 901.3

2012 5th June 823.9
2013 1st June 937.2
2014 6th June 872.1
2015 1st July 760.6
2016 7th June -----
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recently discovered Indian Ocean 
Dipole (IOD) is effective all over 
the Indian Ocean and is responsible 
for sea surface temperature and 
wind anomalies occurring on inter-
annual time scales.

El Niño and La Niña episodes 
typically last nine to 12 months, 
but some prolonged events may last 
for years. They often begin to form 
between June and August, reach 
peak strength between December 
and April, and then decay between 
May and July of  the following year. 
While their periodicity can be quite 
irregular, El Niño and La Niña 
events occur about every three to 
five years. Typically, El Niño occurs 
more frequently than La Niña.  

Apparently, the monsoon  is directly 
linked to the El Nino Southern 
Oscillation (ENSO) phenomenon 
due to which, in summer months, 
temperatures over much of  India 
may rise to as high as 45 degrees 
Celsius while the Indian Ocean is 
much cooler. Consequently, the 
warm air over the land rises and 
cooler moisture-bearing air blows 
in from the sea, bringing heavy 
rains to the region. The monsoon 
onset over Kerala is associated 
with a gradual moisture build-up 

over the Arabian Sea followed by a 
rapid intensification of  the Arabian 
Sea winds. The whole process of  
monsoon onset thus requires about 
2 to 3 weeks of  pre-conditioning by 
the atmosphere over the Arabian 
Sea.

Although the timely onset of  the 
monsoon is important, the spatial 
distribution of  the rainfall across 
the four-month period is crucial for 
a better upcoming kharif  season. 
Monsoon is considered normal if  
rain during the June to September 
season is 96-104 percent of  the Long 
Period Average (LPA). The average 
seasonal rainfall over the country in 
the past 50 years, starting 1951, is 
estimated to be 89 centimetres. 

Monsoon data of  last some years 
shows that the rainfall has been 
inconsistent, causing for floods in 
some parts and droughts in other 
parts of  the country. Both these 
situations are unfavourable for 
Indian agriculture, farmers and 
industries. The only benefit in excess 
rainfall areas is to fill reservoirs. 

Although, agriculture contributes 
about 17 per cent to the country’s 
gross domestic product (GDP), 
the farm sector employs around 
half  of  the nation’s workforce. The 

monsoon rains are the 
main source of  water 
for 55 present of  
the country’s arable 
land. The irrigated 
land also requires 
water, for which 
the main source is 
the rainfall. Unless 
the water resources 
for irrigation such 
as reservoirs, wells, 

dams etc. are filled up, the irrigated 
land shall unable to get the required 
water during rest of  the period other 
than June to September. 

The rainfall data during last some 
years show that the country 
witnessed for weak rainfall in 3 
years during last five years’ period. 
The overall rainfall in 2015 over 
the country was 760.6 mm, lowest 
since 2010, resulting in drought in 
most parts of  the country. This was 
second consecutive year of  drought. 
The onset of  monsoon was on 6th 
June in 2014, while the onset was on 
1st July in 2015. The water shortage 
due to scanty rainfall during 2015 
caused for water cut for industries. 
Water consuming industries such 
as beverages, textile, steel etc. 
had to cut production, resulting 
in underutilization of  capacities. 
Underutilization of  capacities 
means lower production, resulting 
in unemployment of  factors of  
production affecting growth rate. 

Seasonal fluctuation was a matter of  
life or death for Indian farmers. A 
bad year meant widespread famine. 
A drop in agricultural produce 
leads to a fall in rural spending. It 
also results in pushing up inflation. 
The shortages also are exacerbating 
an acute power shortage, as the 
country’s hydroelectric plants, which 
generate 20 per cent of  the nation’s 
power, face pressures. 

Unbearable heat is another problem 
the country faces due to delay of  
monsoon. Temperatures broke 
records at 51 degrees Celsius or 
123 degrees Fahrenheit in Phalodi 
in Rajasthan in June this year, 
which is the hottest temperature 
recorded ever in India. Drought 
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conditions during 2015-16 stranded 
Indian farmers to pull on without 
crops, without water and without 
food to eat. Some resort even to 
commit suicide. It is estimated that 
about 2,400 people died due to the 
heat wave during the last summer. 
Numerous cattle and wildlife also 
perished. In Marathwada, there 
was only one precent of  water left 
in dams till onset of  monsoon this 
year. About 400 farmers reportedly 
committed suicide in this area. The 
timely onset of  monsoon helps 
to control the extreme heat and 
to solve fodder problem to some 
extent.  

Fodder has been a challenge during 
the years of  delayed monsoon. 
Although, our agriculture ministers 
have been announcing that 
the country possesses enough 
food grain stock, fodder is a big 
challenge. Timely monsoon helps to 
solve fodder problem, but delayed 
monsoon deteriorate fodder supply 
in the country. The government 

and social organisations 
started a number of  animal 
shelter sheds to face the worst 
drought in 2015.  Potable 
water was transported by train 
from Miraj to Latur in worst 
drought hit Marathwada. The 
water transportation expenses 
amounted in lakhs of  rupees. 

However, the delayed 
monsoon has not shown 
much impacts on yield and 
food grain production, as 
July and August are crucial 
months of  monsoon with 
timely rainfall. Timely rainfall 
is more important during 
the two months’ period. Food 
grain production in the country 
was 265.04 million tonnes during 
2013-14, better than 257.13 million 
tonnes produced in 2012-13, mainly 
on account of  timely rainfall. The 
food grain production was lower at 
252.23 million tonnes in 2014-15 
due to drought kind of  situation in 
most parts of  the country. 

The meteorological 
department has said 
that the weakening of  
cyclonic circulation 
has resulted in the 
delay of  the south-
west monsoon in the 
country during the 
current monsoon 
season. Although, 
the meteorological 
department has 
said that the delay 
would not have 
much impacts on 
the overall rainfall. 
The department has 
predicted “above 

Average Yield of Principal Crops 
(Quintals per hectare) 

Year Total 
Cereals 

Total 
Pulses 

Grains Total 
Oilseeds

2001-02 19.8 6.1 17.3 9.1
2002-03 17.5 5.4 15.3 6.9
2003-04 19.8 6.4 17.3 10.6
2004-05 19.0 5.8 16.5 8.8
2005-06 19.7 6.0 17.2 10.0
2006-07 20.2 6.1 17.6 9.2
2007-08 21.5 6.2 18.6 11.2
2008-09 21.8 6.6 19.1 10.1
2009-10 20.8 6.3 18.0 9.6
2010-11 22.6 6.9 19.3 11.9
2011-12 24.1 7.0 20.8 11.3
2012-13 24.5 7.9 21.3 11.7
2013-14 24.6 7.6 21.2 11.7
2014-15 23.8 7.4 20.7 10.4

Production of Foodgrains 
(Million Tonnes)

Year Kharif Rabi Total
2004-05 103.31 95.05 198.36
2005-06 109.87 98.73 208.6
2006-07 110.58 106.71 217.28
2007-08 120.96 109.82 230.78
2008-09 118.14 116.33 234.47
2009-10 103.95 114.15 218.11
2010-11 120.85 123.64 244.49
2011-12 131.27 128.01 259.29
2012-13 128.07 129.06 257.13
2013-14 128.69 136.35 265.04
2014-15 128.06 123.96 252.02
2015-16 (E) 123.99 128.24 252.23

normal” rainfall activity this year. 
Accordingly, the onset of  monsoon 
this year was on 7th June, which 
arrived in Maharashtra on 17th June, 
2016.

While a delay in the onset of  
monsoon may not have a direct 
impact on the performance of  the 
June-to-September monsoon, but it 
may delay sowing of  crops in large 
parts of  the country, increasing the 
pressure on agriculture, which is 
already reeling under the twin blows 
of  last year’s drought. Observing 
the delay in onset of  monsoon this 
year, the meteorological department 
advised on 14th June 2016 to 
farmers of  Maharashtra to ‘go 
slow’ on sowing. Although, there 
was a delay in onset of  monsoon, 
the overall rainfall so far during 
the current monsoon season been 
satisfactory.  Let us hope for a good 
monsoon year as predicted by the 
IMD and also hope for timely and 
widespread rainfall over the country. 

sbgoilkar@rediffmail.com

Cover Story



Maharashtra Economic Development Council, Monthly Economic Digest 
21  July  2016

Employment Growth in Japan

Ms. Annaya Prem Nath
History of  Japan’s Economy

Japan’s labour market model stands 
apart from that of  other countries 
by the importance it places on 
employment, which it seeks to 
guarantee for life, while maintaining 
a high degree of  wage flexibility. 
Among others, this has given rise to 
a system of  company trade unions 
not seen elsewhere, and has led to a 
situation in which the unemployment 
rate is not particularly relevant as a 
variable. Generally, losing one’s job 
in an organisation of  this kind, more 
than elsewhere results in an exit from 
the working population.

The Japanese system is based on 
the concept of  a “job for life” 

The Japanese employment model, 
which grew up in the 1920s and 
then spread by the idea of  a “job for 
life” , seniority based pay, extensive 
career-long training, profits shared 
out fairly inside the firm, and active 
employee involvement in the life of  
the firm. Everything is done to build 
employee loyalty (there is a very high 
cost to job mobility, particularly due 
to the seniority-based pay system and 
legislation hostile to dismissals). For 
example, during the 1970s, nearly a 
million employees became jobless 
within their firm, with no precise task 
to perform but continuing to be paid 
thanks to an implicit social contract 
to maintain excess manpower. Since 
the end of  the Second World War, 
full employment has been a constant 
priority for succeeding Japanese 
governments, as a means to building 
a more cohesive society. Indeed, a 
wide variety of  measures designed 
to preserve jobs or encourage 

retraining have provided a cushion 
against cyclical shocks. One outcome 
is an exceptionally high labour 
market participation rate for men 
aged between 25 and 60; the rate 
for women is lower, but they are 
partially excluded from the system. 
In addition, employees are expected 
to grow old, until they retire, in the 
same firm. One characteristic of  
the system is the importance of  
the role accorded to older people 
in the production process. Because 
training too is one of  the pillars of  
the system, employees can adapt as 
they age, and so remain productive 
and continue to play a valued role. 
One consequence of-or perhaps the 
reason for-this phenomenon is the 
rule that wages rise with seniority, 
peaking between the ages of  50 and 
60. Moreover, the average effective 
retirement age, close to 70, is the 
highest in the OECD.

The wage bargaining system is 
geared to this preference for “jobs 
for life”, wages being flexible

It is because of  the special role of  
the firm in Japanese society, and 
in particular the importance of  
ties between employees and the 
firm, trade unions are organised 
on a company basis in the form 
of  company unions, and not on 
an industry wide or sector-basis 
as in most of  the other developed 
countries. This mode of  organisation 
has consolidated the system of  jobs 
for life by focusing negotiations on 
ways to preserve jobs, with wages 
being treated merely as a means to 
that end and unions willing to make 
concessions on them. In a cyclical 

downturn, employees are willing to 
agree to wage restraint in return for 
the guarantee of  a long-term job. 
According to the OECD, nominal 
wages are significantly more flexible 
in Japan than in the other OECD 
countries. This wage flexibility is 
reinforced by the importance of  
bonuses in employees’ pay and by 
the customary recourse to overtime. 
Japanese firms are not alone in paying 
bonuses, but it is peculiar to Japan 
that they account for 20% of  an 
employee’s annual wage, on average, 
rising to 40% in certain firms. 

However, this system applies to part 
of  the population only; women in 
particular are often left out of  it. The 
“typical” worker concerned by the job 
for life system defended by the unions 
is described as a “core worker”. This 
is generally a man, considered by the 
firm to be a permanent worker. Many 
workers are thus excluded from 
this system. This concerns women 
especially, as they are often excluded 
from the “normal” functioning of  
the labour market in Japan, being 
regarded as a “temporary” fill-in, 
despite many legislative measures 
designed to promote their entry 
into the workplace. Evidence of  
this is to be found in their labour 
force participation rate, which is 
significantly lower than for men. This 
explains the difficulty they experience 
in gaining social advancement and in 
having a regular job, and the wage 
discrimination they suffer. Women’s 
employment clearly serves as an 
adjustment variable in times of  crisis. 
But women are not the only ones to 
be excluded from the system, others 
being non-regular employees and 
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non-salaried employees: 

• “non-regular” employees e.g. 
temporary and part-time workers, 
and workers on fixed-term 
contracts are not represented 
by the unions, have very little 
unemployment insurance cover 
(see below), and lose their jobs 
more readily than the others;

• non-salaried employees are 
naturally excluded from this 
system, and they account for 
nearly 20% of  Japan’s working 
population. This chiefly concerns 
the self-employed (mostly 
women) or people working in 
family firms, whether or not they 
are paid.

By increasing companies’ bargaining 
power, greater wage and employment 
flexibility could lead to a further 
radicalisation of  the Japanese growth 
model in the medium term 

The present crisis could depress both 

Japan Labour Last Previous Highest Lowest Unit
Unemployment 
Rate 

3.20 3.20 5.60 1.00 percent

Employed 
Persons 

63960.00 63390.00 65840.00 38370.00 Thousand 

Unemployed 
Persons 

2240.00 2160.00 3680.00 490.00 Thousand 

Part Time 
Employment 

6883.00 6925.00 7133.00 1988.00 Thousand

Full Time 
Employment 

20954.00 20493.00 21911.00 19397.00 Thousand

Employment Rate 57.80 57.20 63.50 55.90 percent

Labor Force 
Participation Rate 

59.80 59.20 74.00 58.50 percent

Long Term 
Unemployment 
Rate 

1.30 1.70 1.90 1.20 percent

Youth 
Unemployment 
Rate 

5.80 5.90 10.90 4.00 percent

Productivity 107.00 95.10 119.10 67.70 Index 
Points

Job Vacancies 898.75 850.61 919.23 266.29 Thousand 

Job 
Advertisements 

441.20 469.46 527.80 98.44 Thousand

(Calculated Data)

employment and wages substantially 
In April 2014, the government sought 
to a slow down the growth in the 
number of  non-regular employees 
via a series of  measures aimed at 
transferring non-regular employees 
to the status of  “regular employees”. 
Despite these efforts, Japan entered 
the crisis with an incompletely 
transformed model: the unions, 
which protect regular employees, 
are still prepared to agree to wage 
cuts, but companies enjoy greater 
room for maneuvered in terms of  
jobs thanks to the hefty rise in the 
number of  non-regular workers, 
pending the possible emergence of  
new, more representative unions. 
As is traditionally the case, wages 
can be expected to fall significantly, 
and especially swiftly since profits 
have plummeted. This time, 
however, the decline is unlikely 
to prevent a substantial fall in 
employment, even more so this 

time, now that many employees are 
in a precarious contractual situation. 
As a result, despite measures to 
boost employment contained in 
the stimulus plans passed in Japan, 
the government will probably be 
unable to support employment as 
much as in earlier crises, and this is 
likely to diminish significantly. The 
impact of  falling employment on 
unemployment could be limited, 
however, by the highly cyclical nature 
of  the economically active population 
active. This phenomenon could be 
amplified by the fact that a large 
proportion of  employees who lose 
their jobs are non-regular workers 
whose unemployment benefits are 
low, and who therefore have little to 
gain from going through the process 
of  registering as unemployed.

This development would further 
unbalance the Japanese growth 
model The expected fall in the wage 
bill could accentuate the imbalance 
in the Japanese growth model, with 
greater importance being given to 
investment and exports (Japan’s 
two main growth drivers), to the 
detriment of  household demand. 
Firms may take advantage of  their 
“dominant” position to try to boost 
their competitiveness by cutting 
wage costs, while households, on 
the contrary, could find themselves 
obliged to trim their consumption in 
response to falling income. As a result, 
rather than calling into question an 
export-led growth model, the present 
crisis could radicalize it further. Any 
such development would exact a 
heavy toll on employees, already 
suffering the effects of  a labour 
market transformation since the 
mid-1990s that has worked mainly 
to their disadvantage. Faced with this 
expected further radicalisation, the 
need to give fresh impetus to this 
transformation of  the labour market 
is critically important. 
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Japan Jobless Rate Steady at 3.2% in April

 y The seasonally adjusted jobless rate in Japan was recorded 
at 3.2 percent in April of 2016, unchanged from the previous 
month and in line with market expectations. The jobs-to-
applicants ratio stood at 1.34 in April, compared to 1.30 
percent in March. 

 y A year earlier, the unemployment rate came in at 3.3 percent.

 y In April 2016, the number of unemployed persons were 2.24 
million, a decrease of 100 thousand (-4.3 percent) from a year 
earlier. The number of employed persons were 63.96 million, 
an increase of 540 thousand (+0.9 percent) from the previous 
year.

 y The labour force rate grew 0.7 percent from a year earlier 
to 66.21 million and population aged 15 and over was flat at 
110.74 million.

 y The labour force participation rate increased by 0.4 percentage 
points to 59.8 percent from 59.4 percent in April 2015.

India to Overtake Japan

With an annual GDP of  $2055 
billion, India is right now placed 
at #9 rank among all the nations 
of  the world, when it comes to the 
Economic ranking of  the top 10 
countries. With GDP of$ 17,479 
billion, US is ranked #1 and China 
is ranked #2 with GDP of  $10,335 
billion.

India GDP Growth at 1-1/2-Year 
High of  7.9%

The Indian economy expanded 7.9 
percent year-on-year in the first 
three months of  2016, higher than 
a downwardly revised 7.2 percent 
growth in the previous quarter and 
much better than market expectations 
of  a 7.5 percent increase. It is the 

best performance in six quarters, 
boosted by private spending while 
investment and exports declined. 
Considering full 2015/2016 year 
(April to March), the GDP in India 
advanced 7.6 percent, higher than 7.2 
percent in the previous year. 

Private consumption growth 
accelerated to 8.3 percent from 8.2 
percent in the previous quarter while 
government spending went up 2.9 
percent, slowing slightly from a 3 
percent growth in Q4 2015. Gross 
fixed capital formation shrank 1.9 
percent, following a 1.2 percent 
growth in the previous period and 
stocks increased 5.6 percent, slowing 
from a 7.6 percent gain in Q4 
2015. Exports declined 1.9 percent, 
following an 8.9 percent drop in the 
previous quarter and imports went 
down 1.6 percent after falling 6.4 
percent.

On the production side, the gross 
value added for agriculture, forestry 
and fishery went up 2.3 percent, 
rebounding from a 1 percent drop 
in the previous period; gross value 
added accelerated for mining and 
quarrying (up 8.6 percent from 7.1 
percent); utilities (up 9.3 percent 
from 5.6 percent) and trade, hotels, 
transport and communication (up 9.9 
percent from 9.2 percent) but slowed 
for manufacturing (up 9.3 percent 
from 11.5 percent); construction 
(up 4.5 percent from 4.6 percent), 
financing, insurance and real estate 
(up 9.1 percent from 10.5 percent).

With this growth let’s hope for 
the better tomorrow and India’s 
becoming more powerful economy.

ananyap@medcindia.com

Ms. Ananya Prem Nath is Executive - 
Reseearch in MEDC
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Employment & Growth in India

MEDC Research Team

“Demography will govern 
the way in which economy 
moves”. It is commonly 

said. The potential for growth of  the 
country is known by the number of  
people gainfully employed.  India is 
called a young nation.  Not just 75% 
of  population is young, but also 
those who otherwise be considered  
to be unemployable due to factor 
such as young age or old age are also 
partially employed.  Employment 
statistics only discusses the amount 
of  money earned in return for 
work.  However work is also done 
without a penny being contributed 
to the working person in real terms.  
Take the example of  the common 
Indian housewife. If  she comes 
from the economically lowest strata 
of  society she not only works 
shoulder to shoulder with her male 
counterpart to earn money out of  
hardwork, toil and sweat but also 
does the cooking, the laundry the 
housekeeping and taking care of  
children.  

These efforts always go unnoticed 
neither documented nor recorded. 
As the level of  economic status 
rises, the pressure on the relatively 
uneducated or less educated 
housewife increases.  In some cases 
this lady has to work as maid in 
other households and indulge in  
multi-tasking by servicing others 
households by doing odd jobs while 
discharging her daily domestic 
duties.  Her labour may not be 

as strenuous as the women in the 
lower economic strata mention 
earlier, but never the less the time 
and effort cannot be ignored.  

We then come to a strata which is 
one notch higher in the economic 
ladder.  A typical lower meddle 
class housewife toils hard by doing 
odd jobs, getting measly salaries 
but yet she supplements the family 
income. Sometimes she can affort 
to hire a help to easen her workload. 
As we climb the ladder of  relative 
prosperity we come to the middle 
class where the housewife is 
educated and gainfully employed 
but has to manage the house as 
well.  She many not subject herself  
to hard work but her responsibility 
is not decreased.  She many have 
the luxury of  the technological 
advancement in the form of  new 
gadgets but this does not affect her 
levels of  stress which continues to 
affect her health.  

Then we have the middle middle 
class and the upper middle class 
which also takes help when it 
comes to household chores.  In 
this category we find that the 
educated male participates in 
the processes which involve the 
upkeep of  the house.  However 
the responsibility of  managing 
the entire show is still with the 
better half. If  one were to evaluate 
objectively the ground realities, we 
find that work undertaken by 50% 

of  the population goes unrecorded, 
undocumented and in most cases 
unrewarded.     

Having understood the tremendous 
amount of  contribution by 
the fairer sex, we come to the 
male population.  It is common 
knowledge that more than 50% of  
county’s population (both male and 
female)    survives on agriculture.  
Agricultural labour is never 
gainfully employed throughout the 
year.  The employment in most 
cases is seasonal.  When there is 
a requirement of  labour, people 
are employed.  However when the 
requirement is not there, there is no 
way in which they can be shown as 
partially employed or unemployed.  
This makes the number game  
more complicated. It is in this 
context that eminent economists 
have been contesting the data 
given by the government sources 
regarding employment.  They say 
that anybody who has work for 
a few months in the farm cannot 
be considered as fully employed. 
It is because all who work in the 
farms are shown as employed that 
unemployment figures look muted. 
A realistic categorization would 
throw up numbers which may 
surprise many economists.  The 
issue therefore, is not about the 
employability of  the individual or 
the set of  skill that he has.  The 
real issue is  whether the partial 
employment can pull a family out 
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of  poverty. Circumstances push 
farmers into a condition where 
poverty becomes the inevitable 
truth.  There is serious difference 
of  opinion about what could 
constitute poverty and how much 
earning per family per day  can be 
considered to place a family below 
poverty line.      

The government has appointed 
committees after committees which 
have  deliberated on this issue.  
There appears to be no consensus 
emerging.  Tendulkars numbers 
were revised but there is no 
agreement on the new number,  and 
the calculation seem to be un hazy 
and clear.  However the connection 
between employment and poverty 
need to be successfully established 
if  the government is serious about 
anti poverty measures.  It is in this 
context that we have to re evaluate 
all the formulas and undertake 
fresh exercises so that we can look 
at employment and its potential   
with a fresh prospective. 

Some economist look at poverty 
as an absolute term, while others 
look at it as a relative term. A 
family which has an income which 
is below the poverty line today may 
rise above the poverty line due to 
some transactions.  However, it is 
also possible that some families 
who are technically categorised as 
above the poverty line today may go 
back to below the poverty linemark.  
The difference therefore between 
someone who has risen above the 
poverty line and others who still 
slightly   below the poverty line is 
very thin.  Everyone wants to attack 
poverty and banish it once and for 

all.  There are several recipes given 
by the Master Chefs in economics 
which promise to do away poverty.  
However these recipes may work, 
may not work and sometimes be 
counterproductive.  It is therefore, 
essential to think in terms of  
upliftment of  the economic status 
rather than sending too much 
time only in finding solutions for 
poverty alleviation. The upliftment 
scheme should be aimed at all.   
The economic status of  every 
individual should be uplifted and 
this can be only done if  every 
house has a gainfully employed 
person. Hence the most crucial 
aspect in the countries economy is 
to generate employment and not 
just be satisfied with some amount 
of  growth.  Growth may happen 
either by design or by default.  It 
is not necessary that growth must 
accompany employment. In most 
cases the two don’t go together, 
especially in recent times.  It is 
therefore, of  utmost importance 
that we should now focus and 
concentrate on creating more 
employment all the time.  Incentives 
must be given for schemes which 
generate employment.  Further 
incentive must also be given to 
those who facilitate and formulate 
such schemes.  

We have heard enough about the 
incentives to be given to the start-
ups.  But have we ensured that the 
start-up must generate employment 
on the ground?  These are difficult 
questions  but answers are available 
and the problems can be solved.  
The outlook and the mindset 
needs to undergo drastic changes.  

Whether the government is able to 
bring about these changes within the 
given timeframe is the real question. 
The euphoric post election period 
has been long forgotten.  The 
honeymoon period is also over.  
It is time to have a reality check, 
strategise, and take tough decisions. 
Taking tough decisions does not 
necessary mean talking about them.  
We could take many decisions and 
yet remain silent. If  the processes 
of  decisions making are quiet and 
silent then the impact is noticeable.  
If  however the pronouncement is 
loud and deafening then the impact 
is always subdued.  Administration 
and politics therefore do not go 
hand in hand.  Politics excels in 
loud pronouncements where as 
good governance and effective 
administration is better done 
without much noise.    

The government must understand 
that the real focus has to be on 
employment and such employment 
which reaches all. The percholation 
theory has to be practiced and the 
government’s duty would remain to 
ensure that the employment reaches 
all those who require it the most. It 
is only when the compulsions of  
politics are kept aside in favour of  
real upliftment that the country will 
move forward. Whether the growth 
is multifold  or not is an issue which 
will be irrelevant. 
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Employment Reforms  in India
MEDC Research Team

India’s journey on the path 
of  economic reforms has 
transformed it to one of  the 

world’s fastest growing economies. 
Its large and growing population 
is its best asset and can quadruple 
GDP and catapult India to the 
league of  developed economies 
over the next decade. All this if  a 
billion could be transformed into 
productive.

For over half  a decade now, India 
has been chanting the demographic 
mantra with little real progress. 
Because, with opportunities come 
challenges. The services sector needs 
many million knowledge workers. 
Lack of  employability is endemic. 
India’s large labour force has been 
stubborn in transition. Over 90% 
of  the labour force is inadequately 
trained.

Jobs continue to be created, needing 
an educated workforce and many 
in sunrise sub-sectors. We need to 
recognise new opportunities and 
prepare the supply side. Let us 
take a quick look at five existing 
sectors that are likely to hold us in 
good stead in the future in terms 
of  employment generation and 
business growth.

1.   INFORMATION 
TECHNOLOGY

The IT sector has been India’s 

sunshine sector for quite some time 
now. The industry has contributed 
considerably to changing India’s 
image from a slow developing 
economy to a global player in 
providing world class technology 
solutions. According to the IBEF 
(India Brand Equity Foundation) 
figures, the Indian IT industry is set 
to touch $225 billion by 2020. 

Industry experts and NASSCOM 
say the Indian IT workforce will 
touch 30 million by 2020, becoming 
the highest sector employer. This 
will be coupled with steady increase 
in pay in a sector already offering a 
high base. The outsourcing industry 
too is looking towards India and is 
expected to be a $2.5 billion industry 
in the next 24 months.

2. TELECOM

India’s telecom story is only 
getting better. According to 
Zinnov estimates, India already has 
nearly 850 million mobile phone 
subscribers, with a 15% smart 
phone penetration. All this points 
to a penetration that is fuelling the 
growth of  enterprise mobility in 
India, which will lead to significant 
employment growth. 

The Telecom Regulatory Authority 

of  India (TRAI) too is targeting 
a 10-fold increase in broadband 
subscribers to100 million by 2014. 
Outsourcing revenues from the 
telecom sector, as per E&Y, are 
set to grow at a CAGR of  31% to 
nearly $2 billion in 2012. India today 
is at a stage in telecom growth that 
probably America was 30 years ago. 
Our mobile and Internet penetration 
has to increase further, resulting in a 
new era in enterprise mobility.

3. HEALTHCARE

There are clear indications that 
healthcare is going to be a major 
sector that stimulates economic 
growth and contribute to 
employment. 

Over 40 million new jobs are 
expected to be generated by 2020, 
as per a report titled ‘India’s New 
Opportunities-2020’ by the All 
India Management Association, 
Boston Consulting Group and the 
Confederation of  Indian Industries 
(CII). The Indian healthcare industry 
also has advantages over other 
developing countries in becoming a 
global hub for medical tourism. The 
medical treatment and educational 
services in India are a fraction of  
the cost in developed countries. 
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While we may lag in molecule 
development and drug patents, an 
increasing disposable income has 
led to a strong domestic market 
potential in India. This will result in 
significant employment generation 
across various functions, such 
as sales, marketing, HR, IT and 
operations, within the industry.

4. INFRASTRUCTURE

India’s infrastructure growth has 
been exponential over the past 
decade. Today, we are the fourth 
largest and probably the second-
fastest growing economy, with 
infrastructure being one of  the 
cornerstones. The infrastructure 
industry in India is highly fragmented 
and hence difficult to gunge its exact 
size and the jobs it generates each 
year in absolute terms. 

However, be it roads and highways, 

Employment Situation 
Summary Table Household 
data, seasonally adjusted 

(as on May 2016)
Employment status
Civilian noninstitutional 
population

253,174

Civilian labor force 158,466

Participation rate 62.6

Employed 151,030

Employment-population 
ratio

59.7

Unemployed 7,436

Unemployment rate 4.7

Not in labor force 94,708

Unemployment rates

Total, 16 years and over 4.7

Adult men (20 years and 
over)

4.3

Adult women (20 years 
and over)

4.2

Teenagers (16 to 19 years) 16.0

White 4.1

Black or African American 8.2

Asian 4.1

Hispanic or Latino ethnicity 5.6

Total, 25 years and over 3.8

Less than a high school 
diploma

7.1

High school graduates, no 
college

5.1

Some college or 
associate degree

3.9

Bachelor's degree and 
higher

2.4

The data shown above shows the 
velocity of employment situation in 
India with respect to educated and 
non- educated society members. 
India is showing a great trend in it 
and that won’t stop India to reach 
the employment target by 2050.

Sector wise Growth

railways, aviation, shipping, energy, 
power or oil & gas, the Indian 
government and the various state 
governments seem to making 
rapid progress. This has led to 
significant employment generation, 
though a majority of  it is still in the 
unorganised sector. Over the next 
10 years, the infrastructure sector 
in India will need to continue its 
growth momentum and is likely to 
maintain a growth rate anywhere 
between 7-10%, a very healthy sign.

5. RETAIL

Over the past few months, the retail 
sector has grabbed headlines with 
talks of  100% FDI in single brand 
retail, which is currently capped 
at 51%. While the outcome is still 
undecided, the opening up of  
India’s retail will create a stronger, 
organised industry that will help in 
generating employment. 

Today, only a small part of  retail in 
India is organised. Despite this, it 
is estimated that the sector in India 
is worth more than $400 billion, 
with domestic and international 
players planning to expand across 
the country. Industry leaders predict 
that the next phase of  growth will 
emerge from rural markets. There 
are projections of  the workforce 
doubling by 2015, from the current 
five lakhs in both organised and 
unorganised sector.
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Employment Growth  in Maharashtra

MEDC Research Team
Introduction:

Employment generation is one of  
the priorities of  the government & 
economic planners as it is an integral 
part of  development. As per Census 
2011, nearly one-fifth population 
of  the State belongs to age group 
of  15-24 years. To address the 
requirements of  all sectors, focus 
needs to be given on training of  the 
workforce and linking them to job 
opportunities and markets.

The major sources of  data on 
employment & unemployment are 
Population Census (PC), Economic 
Census (EC), surveys conducted 
by National Sample Survey Office 
(NSSO) & Labour Bureau, GoI, 
mandatory returns of  factories 
registered under Factory Act, 
1948 and Employment Market 
Information Programme (EMIP). 
Sourcewise employment situation is 
given below .

Population Census

Population Census provides an 
inventory of  employment structure 
and workforce besides demographic 
data. As per Population Census 
2011, there were 4.94 crore workers 
in the State, of  which 3.26 crore 
were male. The Work Participation 
Rate (WPR) for the State was 44, as 
against 39.1 for All-India. Division 
and areawise WPR are given in 
Table 1. 

Table 1 : Division and areawise WPR -Census 2011 (%)
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Economic Census

As per the Sixth EC results, number 
of  establishments in the State is 
61.3 lakh with employment of  145.1 
lakh. The employment in the State 
has increased by 36.5 per cent as 
compared to Fifth EC. Of  the total 
employment, 41.8 per cent were 
in rural and 58.2 per cent in urban 
areas. 

National Sample Survey

NSSO conducts comprehensive 
quinquennial surveys on 

Table 2 : Percentage of usually working persons by broad industry division

Table 3 : Percentage distribution of workforce in the age group 15-59 years according
to current weekly activity status

employment and unemployment. 
During 2011-12, the percentage of  
usually working persons was 53.6. 
Percentage of  usually working 
persons by broad industry division 
is given in Table 2.

Percentage distribution of  
workforce in the age group 15-59 
years according to current weekly 
activity status is given in Table 3

Factory Employment

Provisional results indicate that 
during 2013, the average daily 

employment in 38,326 working 
factories registered under Factory 
Act, 1948 was about 20.2 lakh. This 
showed a growth of  2.6 percent in 
number of  factories and decline in 
employment by 1.7 per cent over 
corresponding figures for the year 
2012. Of  the total working factories 
in 2013, about 22 per cent had 50 or 
more workers.

Maximum workers were employed 
in ‘Manufacture of  basic metal 
and metal products’ (17.6 per 
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cent) followed by ‘Machinery 
and equipments (other than 
transport equipments)’ (12.9 per 
cent) factories. The percentage 
distribution of  average daily factory 
employment in the State is given in 
Table 4.

Employment Market Information 
Programme

Employment Market Information 
Programme (EMIP) is a centrally 
sponsored programme implemented 
in the State. Themain objective of  
EMIP is to provide information 
about the structure ofemployment 
in public & private sectors to 
monitor the changes in the level 

ofemployment. Under EMIP, data 
is collected on quarterly basis. The 
programme covers allestablishments 
in the public sectorirrespective 
of  their size andnon-agricultural 
establishments in the private sector 
employing 10 or more persons.

However, in Greater Mumbai only 
those nonagriculturalestablishments 
which are employing 25 or more 
employees are covered. Total 
employment in the State, at the end 
of  September, 2015 was 57.46 lakh, 
of  which 22.21 lakh (40.1 per cent) 
was in public

sector. Of  the total employment, 
31per cent were female employees.

Skill Development, Employment 
and Entrepreneurship Guidance 
Centres

Skill Development, Employment 
and Entrepreneurship Guidance 
Centres (SDE&EGC) have been 
established in each district of  the 
State to counsel, guide & help the 
job seekers in the State regarding 
employment & self-employment. In 
all 50 such centres are functioning in 
the State, of  which, 35 are at district 
level, six in universities, eight for 
tribal candidates and one special 
centre for physically handicapped 
persons.

The number of  persons on the live 
register of  these centres as on 31st 
December, 2015 was 34.02 lakh. 
During 2015, number of  persons 
registered with these centres was 
4.62 lakh. About 0.70 lakh persons 
were placed against 5.71 lakh 
notified vacancies during 2015. 

Programmes for promotion of  
Employment  in Maharashtra

 ► The following programmes 
for promotion of  employment 
are implemented by the State 
Government. Performance of  
programmes for promotion of  
employment is given in Table 6.

 ► The State Government is 
organising job fairs in all districts 
since 2009-10 to provide 
employment opportunities to 
skilled labour and also to provide 
skilled labour to industries. 
Yearwise job fairs organised and 
employment provided are given 
in Table 7.

Table 4 : Percentage distribution of average daily factory employment

Table 5 : Details of employment as per EMIP
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Table 6 : Performance of programmes for promotion of employment

Table 7 : Yearwise job fairs organised and employment provided

 ► Employment Generation 
and Poverty Alleviation 
Programmes : Poverty 
reduction has been an important 
goal of  development policy. To 
achieve inclusive development, 
several poverty alleviation 
and employment generation 
programmes are being 
implemented by GoI as well as 
GoM. Information of  some of  
these programmes is given below.

 y Mahatma Gandhi National 
Rural Employment Guarantee 
Act : Maharashtra Rural 
Employment Guarantee Act, 
1977 (Amendment, 2006) is 
implemented in rural areas of  
34 districts in the State.The 
performance of  MGNREGA, 
Maharashtra is shown in Table 8.

 y National Rural Livelihood Mission 
:  The State has initiated 
Maharashtra State Rural 
Livelihood Mission (MSRLM) 
since 2011 under National 
Rural Livelihood Mission 

(NRLM). The mission aims 
towards poverty eradication 
by building strong institutions 
for the poor so that the poor 
get enhanced opportunities for 
self-employment and skill based 
livelihood, resulting in income 
generation in a sustainable 
manner. During 2015-16 upto 
December, total credit linkage of  
Rs. 294.45 crore was disbursed to 

82,817 SHGs. The performance 
of  the mission is given in Table9.

 y National Urban Livelihood Mission 
:  National Urban Livelihood 
Mission (NULM) is being 
implemented in the State since 
August, 2014. NULM is a 
centrally sponsored scheme 
on 75:25 basis, in which, 53 
Municipal corporations/
Municipal Councils of  the State 
have been included. The GoI has 
made available an amount of  ` 
128 crore during 2015-16, where 
as GoM has disbursed `Rs. 41.57 
crore under this programme. 
Under skill training & placement 
programme no. of  beneficiaries 
was 17,210 against the target of  
76,956 incurring an expenditure 
of  Rs.12.18 crore. Under self  
employment programme no. of  
beneficiaries was 10,028 against 
the target of  19,500 incurring an 
expenditure of  Rs. 0.38 crore.

 y Prime Minister’s Employment 
Generation Programme : 

Prime Minister’s Employment 

Table 8 : Performance of MGNREGA, Maharashtra
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Generation Programme is a centrally 
sponsored programme being 
implemented in the State. The main 
objectives of  this programme are :

 y To generate employment 
opportunities through setting 
up of  new self-employment 
Ventures of  traditional artisans 
/ unemployed youths to reduce 
migration to urban areas,

 y To increase employment 
opportunities by increasing wage 
earning capacity of  artisans.In 
2014-15, total margin money 
of  Rs.72.55 crore was disbursed 
to 3,239 projects, thereby 
generating employment of  
14,380, whereas, during 2015-
16 upto December, total margin 
money of` Rs. 36.58 crore was 
disbursed to 1,719 projects, 
thereby generating employment 
of  14,026.

Seed Money Scheme

This scheme is being implemented 
by GoM to encourage unemployed 
youth to take up self-employment 
ventures through industry, service 
and business by providing soft loans 
from institutional finance to meet 
part of  the margin money. Local 
unemployed person or a group of  
persons of  age 18 to 50 years who 

Table 9 : Performance of NRLM, Maharashtra

have passed standard VII are eligible 
under the scheme. During 2014-
15 seed money amounting to Rs 
15.73 crore was disbursed to 1,835 
projects, whereas during 2015-
16 upto December, seed money 

amounting to Rs. 8.40 crore was 
disbursed to 954 projects.

Industrial Relations

During 2015, number of  work 
stoppages (strikes and lockouts) 
was 215, which affected 1,19,598 
employees against 192 work 
stoppages affecting 95,901 
employees in the previous year. The 
number of  person-days lost due to 
work stoppages during 2015 was 
30.10 lakh as against 24.99 lakh 
during 2014. 

Source : Economic Survey of  
Maharashtra 2015-16
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