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Meaning
 Full Employment: Full employment refers to a situation in

which all the workers who are capable of working and willing to
work get an employment at reasonable wages. It does not imply
that all adults have jobs.

 Unemployment: A person working 8 hours a day for 273 days of

the year is regarded as employed on a standard person year basis.

 Unemployment Estimates: A person working 8 hours a day for

273 days of the year is regarded as employed on a standard
person year basis.

Estimates
27th round of NSS (National Sample Survey).
1. Usual Principal Status unemployment: It is measured as number of
persons who remained unemployed for a major part of the year. This
measure is more appropriate to those in search of regular employment
e.g., educated and skilled persons who may not accept casual work.
This is also referred to as ‘open unemployment’.
2. Weekly Status unemployment: It refers to the number of persons
who did not find even an hour of work during the survey week.

3. Daily Status unemployment: It refers to the number of persons who
did not find work on a day or some days during the survey week.
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Causes of unemployment
 High Population growth.
 Absence of employment opportunities.

 Seasonal Employment.
 Joint Family System.
 Increasing turnout of students from Indian

Universities.
 Slow Developing of Industries.
 Insufficient Rate of Economic Progress.

Effects of unemployment
 At individual level
 Mental stress
 Loss of self esteem
 Directly linked to poverty

 At social level
 Civil unrest
 Law and order problem ( naxalist , thefts etc)

Policies to reduce
Unemployment
▪
▪
▪
▪
▪
▪

▪
▪

NREGA
Sampoorna Grameen Rozgar Yojna
Swarna Jayanti Gram Swarozgar Yojna
Prime Minister’s Employment Generation
Programme
National Food for Work Programme
Prime Minister's Integrated Urban Poverty
Eradication Program (PMIUPEP)
The Swaran Jayanti Rozgar Yojana
Jawahar Gram Samridhi Yojana

NREGA
 National Rural Employment Guarantee Act

was enacted in 2005 as a job guarantee
scheme
 The Act came into force on February 2,

2006 and was implemented in a phased
manner. Rs 30,000 crores has been
allocated as budget for NREGA in 2012 –
2013.
 The scheme provides a legal guarantee for

one hundred days of employment in every
financial year to adult members of any
rural household willing to do public workrelated unskilled manual work at the
statutory minimum wage.

Effects of NREGA
▪ About 4.39 crore households have been

provided employment of 156.01 crore
person days of which 82.58 crore (53 per
cent) were availed of by women, 34.56
crore (22 per cent) SCs, and 24.90 crore (16
per cent) by STs.
▪ Minimum wages under NREGS have gone

up from Rs 65 in 2006 to Rs 85 per day in
2008 and Rs 115 in 2011.
▪ 4 out of 5 jobs created are in the area of

water conservation, land development and
drought-proofing

Sampoorna Grameen Rozgar Yojna
▪ SGRY launched on 25 September, 2001 by merging

the on-going schemes of EAS and the JGSY with the
objective of providing additional wage employment
and food security, alongside creation of durable
community assets in rural areas.

▪ preference is given to BPL families for providing

wage employment under SGRY

▪ The annual outlay for the programme is Rs.10,000

crore which includes 50 lakh tonnes on food grains.

▪ In this scheme Minimum wages are paid to the

workers through a mix of minimum five kg of food
grains and at least 25 per cent of wages in cash.

EAS: Employment Assurance Scheme ; JSJY: Jawaharlal Gram Smridhi Yojna

Swarna Jayanti Gram Swarozgar Yojna
▪ Launched as an integrated programme for self-employment of the rural

poor with effect from 1 April 1999.
▪ The objective of the scheme is to bring the assisted poor families above the

poverty line by organising them into Self Help Groups (SHGs)
▪ The focus of the programme is on establishing a large number of micro-

enterprises in rural areas with the help of self help group
▪ For 2011-2012 the Central allocation for the scheme isRs.2914 crore.

Prime Minister’s Employment Generation
Programme
▪ Prime Minister’s Employment Generation Programme (PMEGP) came into

effect by merging the two schemes that were in operation till 31.03.2008
namely Prime Minister's Rozgar Yojana (PMRY) & Rural Employment
Generation Programme(REGP).

▪ PMEGP is a central sector scheme administered by the Ministry of Micro,

Small and Medium Enterprises (MoMSME).

▪ Objective of providing self-Employment to Educated Unemployed youth and

to develop entrepreneurial skill and attitude among rural & urban
unemployed youth. Also to achieve the goal of rural & urban
industrialization.

▪ The Scheme has been implemented by Khadi and Village Industries

Commission (KVIC), a statutory organization under the administrative
control of the Ministry of MSME

Solutions
 A Change in the pattern of investment
 Encouragement to small enterprises as against big







enterprises
Problem of Choice of technique
Encouragement of New Growth Centers in Small
Towns and Rural Areas
Subsidies on the Basis of Employment
Reorientation of Educational Policy
Under employment in rural areas.

▪ Frictional unemployment Solution

If unemployment benefits were reduced unemployed workers might
become more willing to work (shift the aggregate supply of labour to
the right)
Improve awareness of available jobs
▪ Structural Unemployment solution

Adult retraining programmes
Government gives subsidies to firms that provide training for workers
Enhance geographic mobility by building affordable housing or give
subsidies/tax breaks
Set up apprenticeship programmes to allow people to gain skills

 Seasonal unemployment solutions

Encourage people to take different jobs in their off season
Reduce unemployment benefits
Greater flow of information
 Disguised unemployment

Create employment opportunities in the urban areas and rural area

NAIRU(Non Accelerating inflation rate of unemployment)
 Now economists prefer to talk about the NAIRU, the lowest rate of

unemployment at which inflation does not accelerate.
 The lowest rate of unemployment at which the jobs market can be in

stable equilibrium.
 When unemployment is above this rate, demand can potentially be

increased to bring it to the natural rate, but attempting to lower it even
further will only cause inflation to accelerate.

The Philips Curve
Wage growth %
(Inflation)

The Phillips Curve shows an
inverse relationship between
inflation and unemployment. It
suggested that if governments
wanted to reduce unemployment it
had to accept higher inflation as a
trade-off.
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 The curve crosses the horizontal axis at a positive value of

unemployment. Hence it is not possible to have zero inflation
and zero unemployment
 The concave shape implies that lower the level of unemployment
higher the rate of inflation.
 Govt. should be able to use demand management policies to take
the economy to acceptable levels of inflation and unemployment.
 In order to achieve full employment, some inflation is
unavoidable.

Long run Phillips curve:
 To keep unemployment below the natural rate, inflation must

keep on increasing every year. In the long run Philips curve will
be vertical at the rate of unemployment where real aggregate
demand equals real aggregate supply. This rate is called the
natural rate of unemployment. It is also called NAIRU or Lowest
sustainable unemployment rate (LSUR).

The Philips Curve
To counter the rise in unemployment,
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Phillips Curve is vertical at the natural rate
of unemployment. This is how economists
have explained the movements in the
Phillips Curve and it is termed the
Expectations Augmented Phillips
Curve.
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