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obust job growth, not fake news

The best macro-economic performance ever in India was obtained in 2014-18.
Modi’s challenge remains the reining in of the enemies within

o N 15 MILLION JOBS CREATED IN INDIAIN 2017

JoB CREATION (IN MIL)
YOUTH (15-24 YEARS)

2017
EPFO(18-21) 223
EPFO (22-25) 162
Our EstimateD (15-24) 3
Adults (25-64), CMIE 12

BY SURJIT S BHALLA

All Population (15-24 +25-64) 15

IN ARECENT Financial Times article on the US

elections, the author warns: “As midterms ToTAL EMPLOYMENT (IN MIL)

approach, election officials are learning to CMIE
combat fake news, malware and troll farms”. 2016 2017
2018/19 is a national election year in India,
and in an anything goes manner, the politi- gaes o £h
cal opposition has begun to hammer home 25-64 335 347
the “fact” that because of demonetisation and
other “bad” policies of the Modi government, FEMALE LFPRC (IN PERCENT)
job growth in India has been scarce in 2017. _ Source: CMIE; NSS; EPFO Payroll count, World
Hence, Prime Minister Narendra Modi and i FORAGE>=15 Development Indicators, The World Bank.Note: a)
the BJP are vulnerable and “poised” to lose. 2016 2017 LATEST  pouble the margnitude of the reported figure for the
Politicsis uncertain, and the Opposition’s 15-24 12,2 6.1 Iran (2015) 144 6months, Sep 2017-Feb 2018. See text for derivation.b)
claims, buttressed by an Opposition-friendly 25-64 174 14.7 Saudi Arabia (2015) 214 Our Estimate based on EPFO payroll count for the age
domestic (English) and foreign media, has - group 18-25 and allowing for some double counting
taken on overtones of a prophecy. Every day 15-64 16.0 125 India, NSSO (2011) 272 in the EPFO estimate)
brings about some news of scams, or slow .
economic growth, or even inflation. CR Sasikumar & Sarfaraz Alam
My concern here is not to forecast the next Inorder to properly assess what has hap- to sell. Employment survey questions are
election. Rather, my goal is to test the verac- ~ pened to employment in 2017, we want to the easiest to get answers to. Age, sex, and
ity of the claim that the Indianeconomyisin ~ base our assessment on two separate age- whether I was working yesterday or not.
a terrible shape and that despite economic  groups — 15-24 and 25-64. The reason for this Contrast that with over 200 questions (in-
reforms like demonetisationand GST (orbe-  separation is that when you have increased cluding how much salt you bought) rou-
cause of them),itis fighting to create jobs.The ~ enrolment in education by the young (and tinely asked in NSSO questions. A respon-
number most frequently touted is that the  especially young women who are catching dent can forget, lie, get confused, when you
economy needs 8 to 12 millionjobsayear,to  up with, and exceeding, the enrolment of ask her questions about her consumption
keep unemployment and social tensions at  men), then the employment (and labour or income. But how can we forget our sex,
bay. It is “clearly” producing very few jobs, force)definition should include the fact that age, and whether we worked yesterday? We
and hence economic growth, and job cre-  you are attending school or college. can’t,and we don't.
ation, is the faultline in the Indian economy. We employ two sources of data — the re- The CMIE survey is also a large sample
At the time of the national electionsin  cent provident fund (EPFO) data (as first survey (more than 5,00,000 respondents),
May 2014, India’s macro-economy wasina  popularised by Soumya Ghosh and Pulak and the survey is done every month. How
shambles. CPlinflation was runningat9.4per  Ghosh) for the age-group 15-24, and the cansuchalow LFPRFbe obtained? The only
cent, and had averaged 7.8 per cent overthe =~ CMIE employment data for the 25-64 age manner in which such a large outsized
previous 10 years of UPA rule. The previous  group (see table). The EPFO data refers to the anomaly can be obtained is via incorrect
five years, 2009-2013, had witnessed anav-  net additions of employees in the formal, weights. (For the not so statistical, weights is
erageinflationrate of 9.7 per cent perannum.  provident fund payment sector; however, the blow up factor to go from the sample to
GDP growth had also slowed down — from  not all net additions are new employment. the population.)
7.7 per cent in UPA-Ito 7.1 per centinUPA-Il.  But for the young, given the difficulty, and It appears likely that 15 million jobs were
Not surprisingly, Modi's election campaign  attraction, of a formal sector job, it is unlikely created in 2017, not much different from the
centered around the macro-economic thatthe 18-21 group will have any job-hop- Vajpayee average of five years. Between
malaise and corruption. The campaign em-  pers. For the six-month period, September 1999-2004, 11 million jobs were created
phasised growth, lower inflation, employ-  2017-February 2018, total net additions in each year (weekly status definition of em-
ment generation and the promise of “acche  the 18-21 age-group was 1.1 million; in the ployment, closest to the daily status CMIE
din”. Four years later, a legitimate question ~ 22-25 group (college graduates?) net addi- definition; the usual status definition gives
arises — how has the reality lived up to the  tions were lower at 0.8 million. Even after an increase of more than 12 million a year).
promise (and expectations)? allowing a reasonable amount of job-hop- For reasons unknown, but deserving inves-
Regarding the macro-economy, thereis  ping (20 per cent), the EPFO data suggests tigation, the UPA-I and Il era (2004 through
noquestion that the situationis considerably ~ that in 2017, 3 million jobs were added in 2011)reveal an employment gain of less than
better today. In the last fiscal year (2017/18),  the 15-24 age group. 4 million a year.
CPl inflation is 6 percentage points (ppt) For the 25-64 age group, the CMIE data Any non-partisan interpretation of the
lower at 3.7 per cent; GDP growthisjust04  suggests that total employment creation in data would suggest that in economic terms,
ppt lower at 6.7 per cent. 2017 was a robust 12 million. Total job-cre- the Modi period 2014-2018 has delivered
But what about jobs? Are weinaperiod  ationin 2017, 15 million. While this estimate the best macro-economic performance ever
of jobless growth, and if so, Modi’'s popular-  may not be the “truth”, it is unlikely to be far inIndia — several economic reforms, steady
ity, and vote, is likely to be considerably  way from the truth. But as the FT quote sug- GDP growth (and growth that can, and
dented. Going by reports in the media, this  gests, beware of trolls. should, accelerate to an 8 per cent+ poten-
is exactly what the political opposition be- The table also reports female labour-force . tial), low inflation (shoo — don't tell the MPC
lieves. They believe that jobless growthisa  participation (LFPRF) rates, an important in- It appears likely that 15 that!), and robust job-creation. But woman

new Modi phenomenon. Is this the reality,
or fake analysis?

[ also believe that job growth is very im-
portant for votes, but am willing to take a his-
torical perspective before passing judgement.
However, there is a sense in which Modi is
held to a higher standard than other politi-
cians — he must deliver job growth, because
he promised to do so. This higher expectation
is flattering (to Modi). But how many of you
know that during India’s peak growth period,
UPA-1 and 2, job growth was at a very slow
rate of 0.6 per cent per annum — so labour
productivity was at a China-beating pace of
over 7 per cent an annum for seven years.
That is not the reality — hence, the only rea-
sonable conclusion is that the NSSO data is
understating job creation, that is employ-
ment growth, during the UPA years. By how
much is a subject for research.

gredient in estimates of employment for
India and selected countries in the world. This
reveals that there are major problems with
the CMIE data (and the problems are such as
to bias the estimate of employment down-
wards). The CMIE data suggests that employ-
ment opportunities are so few in India that
one half of the population, the women, have
almost completely withdrawn from the
labour market. For the 15-64 age group,
CMIE's estimate of LFPRF is 12.5 per cent —
only one out of every eight women are offer-
ing themselves for work. And that the LFPRF
is the lowest in the world — and declining! In
2015, the lowest LFPRF in the world was Iran,
14.4 per cent; the next lowest, Saudi Arabia, at
21.4 per cent. NSSO data (for 2011/12) had
India’s LFPRF at 27.2 per cent. But CMIE has
India’s LFPRF, circa 2017, at 12.5 per cent.

If you believe that, I have some snake oil

million jobs were created in
2017, not much different than
the Vajpayee average of five
years. Between 1999-2004, 11
million jobs were created each
year (weekly status definition
of employment, closest to the
daily status CMIE definition;
the usual status definition
gives an increase of more than
12 million a year). For reasons
unknown, but deserving
investigation, the UPA-I and
I era (2004 through 2011)
reveal an employment gain of
less than 4 million a year.

does not live by bread alone. While social
tension in the form of riots has definitely de-
clined post 2014, there has been a worri-
some increase in “communal tensions”.
Every political party in the world has its
fringe — and the BJP has both a left fringe
(with economic policies similar to the com-
munists and the Congress left) and an ultra-
nationalist and an ultra-religious “right”
fringe — those who would kill a Muslim in
the name of the cow. How to rein in the
fringes is the biggest challenge for India, and
PM Modi.

The writer is a senior India analyst at
Observatory Group, a New York-based macro
policy advisory group, contributing editor,
The Indian Express and part-time member
of the PM’s Economic Advisory Council.
Views are personal




