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Excerpts of the Paper presented by Prof. Poonam Kumar Chairperson, Mega
Ace Consultancy India & UK at the 21st World Congress on Total Quality -
Leading 3600 Transformation Through iTEAR held on January 28-30, 2011 in
Mumbai at the Panel Discussion on ““Fostering, Mentoring and Leveraging Gen

Y to Deliver India’s Demographic Advantage”.

One of the critical questions that we face is India today is how are we
going to harness the latent capacity of our youth, mentor their skills and
foster them so as to leverage their capabilities to add further thrust to

India’s economic growth?

India is reaching a "tipping point" where the huge number of young
workers entering the labour force could unleash major economic gains and
at the same time throw up new challenges. As India prepares to benefit
from this emerging demographic profile, a key question that baffles us is

the potent risk that lies beneath this inherent advantage.

The unemployment rate in India is pegged at 9.4 per cent during 2009-10,
according to the Union Labour and Employment Ministry. As per
government statistics, about 40 million persons are unemployed in India.

The unemployment rates are estimated at 101 and 73 out of 1,000 persons
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in the rural sector and urban areas, respectively. Of the 620 million
economically active youth aged 15 to 24 years, 81 million were

unemployed at the end of 2009 -- the highest number ever.

For a country beginning to emerge on the global stage, these millions of
youngsters, all impatient to join the workforce and turn enthusiastic
consumers also leading to savings and further investments as well. As
Nandan Nilekani, Chairman, UIDAI puts it “this ‘demographic dividend'
could, in fact, determine how much of India's superpower potential the
nation is able to realise”. For instance, China made a great economic leap
forward when it reached the tipping point in the early 1980s. Experts on
the subject have already cautioned us, pointing out to the fact that the
demographic advantage which India shall have in the coming decades
could soon become a demographic disaster if not managed well. The risks

are huge but the advantages that it can generate are even greater.

After all, a skilled workforce is what India Inc would require if it wants its
top-line to grow rapidly. And a sustained growth of the corporate sector
will determine whether India will remain in a high growth trajectory or

not.
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Having said that, I must agree with a recent Deloitte survey conducted
among Gen Yers which terms them as a ‘restless generation which is a
challenge and at the same time a huge opportunity for enterprises’. The
survey presents Gen Yers as future oriented and confident; optimistic in
outlook and opportunity driven. But the survey also presents Gen Yers as
being highly restless. A generation bought up in an era of rapid

technological advancement are understandably bound to be so.

With India set to house the world’s largest working population by 2030 the
question of demographic dividend is at the centre of the discourse in
India’s growth story. Studies indicate that the population in the age group
of 15-24 grew from around 175 million in 1995 to 190 million in 2000 and
210 million in 2005, increasing by an average of 3.1 million a year
between 1995 and 2000 and 5 million between 2000 and 2005. In 2020,
the average Indian will be only 29 years old, compared with 37 in China
and the US, 45 in West Europe and 48 in Japan. Put in perspective this
data on the emerging demographic trends indicate that over the next two
decades, India's working-age population could increase by 240 million -

four times the entire population of Britain.
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However, demographic dividend can be turned into real gains only if the
working-age population can find productive jobs or entrepreneurial
opportunities to create new jobs. Government policies that help create
conducive macroeconomic conditions are important for the growth of
productive and rewarding jobs. A healthy degree of flexibility in labor
markets and openness to trade are other policy areas that can help reap

benefits from the demographic dividend.

A higher share of the working-age population, who save more than they
consume, can potentially lead to an increase in the savings of an economy
and provide the required financing for investment. However, to encourage
savings and to allocate them efficiently requires a healthy macroeconomic
environment, a sound financial system, and good governance to ensure the

safety and profitability of savings.

The demographic dividend along with the right policy environment can
thus help create a “virtuous cycle” of sustained growth. Policymakers in
countries with demographic dividend have a window of opportunity for

exploiting the potential of the working-age populations.
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However, experts agree that this window is unlikely to be open for long.
Not implementing the right set of policies can potentially turn the
demographic boon into a curse, in the form of high unemployment and

social unrest.

Accordingly to the India Labour Report 2009, a conducive labour situation
could help push the nation's per capita income to a USD 4,100 by 2025.
However as the report points out a radical reform of the country's labour
market ecosystem (including labour demand, labour supply and labour
laws) is required for converting individuals into productive people

comprising the workforce.

Interestingly, various studies have revealed the lop-sided nature of India’s
growth story and the development challenges that the country could face.
It is expected that between 2010 and 2020, UP, Bihar and MP would see
the percentage of their population in the 15-59 age group increase by 40
per cent, though they would only enjoy a 10 per cent rise in income.
During the same period, Maharashtra, Gujarat, TN and Andhra Pradesh
would account for 45 per cent of the rise in GDP, but less than 20 per cent

of the addition to the total workforce in the age group of 15-59.
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Achieving inclusive growth is therefore the key to reap the demographic
dividend. Asian tigers like South Korea, Taiwan, Hong Kong and
Singapore as well as China have been good examples of the use of the
demographic dividend advantage. They maintained full employment rates
and for decades invested heavily in quality education and in the

productivity of the workforce.

So with nearly 12.8 million Indian youth entering the job market every
year, the moot question is whether India is ready to make the numbers

work in its favour.

The challenges of educating India's young population are vast, and critics
say the country is falling far short. The Right to Education Act for children
aged six to 14 is in place, but schools and teachers are not in place to
implement the law. The country has a literacy rate of just 65 percent,
lagging far behind many other developing countries. Neighbouring China's

literacy rate is 90.9 percent, while Kenya's is 85.1 percent.

On the other hand, despite industry leaders complaining about the shortage
of quality engineers, a recent study has shown that India has surpassed

China, Japan, South Korea, the US and the UK with an impressive 10.4
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per cent increase in the number of graduate engineers. While China
recorded a 9.9 per cent increase in the number of graduate engineers,
South Korea’s progress was 5.9 per cent. Whereas, UK trails far behind
with 3.9 per cent and the US has registered a negative growth of -1.0 per

cent.

However, the fact is that the skill distribution in the country is unevenly
placed across states makes it imperative that industry and government
cooperate at a pan-Indian level. According to the 2009 India Labour
Report while 15.5% of the youth in Kerala are provided formal training,
the corresponding number in Bihar is a measly 0.5%. In fact, the Industrial
Training Institutes and Industrial Training Centres set up shortly after
Independence have failed to keep up with the kind of skill demanded
rising in a rapidly growing economy. These very resources if harnessed

correctly could be the backbone of skill development effort.

The National Skill Development Corporation set up as a public private
partnership (PPP) to address skill development, aims at industry leading
from the front in closing the skill gap. The government's National Skills
Policy has given NSDC the mandate to set up sector skills councils to

ensure that the supply of labour meets the industry standards. The NSDC
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IS an attempt to move away from the supply driven model to a demand-

driven skill development model.

The key to obtaining the demographic dividend is not just the level of
skills in the workforce but the availability of jobs. There would be no point

having more skilled people if they cannot find jobs.

According to a study undertaken for the National Skill Development
Corporation, the skill gap in 21 critical sectors until 2022 is 244 million
and the addition to the labour force in that period is about 120 million, so
clearly jobs will be available. The effort must be to bridge the gap between
labour supply and employability. Despite the private sector benefiting the
most from this exercise, the response from it has been unenthusiastic so
far. Industry as a whole has been a little short-sighted in the matter, they
are afraid that if they put in their resources in training a particular group of
workers, they run the risk of them getting poached. But things are
changing now, and industry is beginning to look at the need for skill

development as a collective problem.

With % (three fourth) still earning less than 2 dollars a day India has a long

way to go to reach the levels of income that would guarantee its citizens a
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decent lifestyle which meets their basic needs of food, clothing and shelter.
The economy of India has posted an average growth rate of more than 7%
in the decade since 1997, reducing poverty by about 10 percentage points.
However, social cohesion may well be affected if economic gains are not

more inclusive and the benefits of employment are not shared by all.

Experts have been pointing out to a crisis that is emerging. We have
millions of youth the world over seeking to be gainfully employed and on
the other hand we have skill shortages and difficulty to find the right
manpower that corporates are facing. According to reports only a quarter
of all graduates are employable and about 80% of job seekers in
employment exchange are without any professional skills. The problem
lies in quality and not quantity of manpower. Virtually every industry from
IT, Retail, Finance, telecommunication, manufacturing and biotechnology
is struggling to find the right kind of skilled workers and managers to fit

into their expansion plans.

Bridging this skill gap calls for out-of-the-box thinking and developing
creative skills. The need of the hour is to harness resources to build a
thriving, dominant vocational education and training system that can play

a significant role in reducing this skill imbalance. These include
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developing industry-oriented certification programmes for our youth based
on global benchmarks and best practices aimed at creating a globally

recognised pool of manpower resource in the country

Socio-economic growth that the country wants can only be achieved
through inclusive growth. The essence of inclusive growth is job creation
and developing a pattern of enterprises that will create employment. The
need of the hour therefore is also to focus on fostering more entrepreneurs
and more enterprises particularly in sectors such as agriculture, food
processing, light industries, textile, garments, leather, and gems and

jewellery.

The large numbers of young people present a potent advantage for the
country, helping turbo-charge its rise and productivity. As young
consumers not tied to previous patterns of spending and saving, they are
helping drive India's dynamic domestic market. They are also fuelling
entrepreneurship across the country - both as small business owners and as
heads of larger firms that are charting new territories and delivering
innovative new products and services. Some of India's largest companies
today are in fact firms that emerged in the 1980s and are helmed by young

leaders.
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| would conclude by saying that the advantage of fostering and levering
the capabilities of our next generation is tremendous and our failure to do
so would mean throwing away the gains and the position of being an
economic powerhouse. India’s strength is not just the GDP growth but its
demographic advantage which if harnessed well would contribute

substantially to achieve the country’s full economic potential.
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