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1 Introduction 
 It has been shown in chapter 2 that 6.5% growth yields x million jobs per 

annum.  This is not enough to absorb all those coming into the labour force to 

seek employment.  Thus a growth rate of 7.5% per annum is needed to generate 

sufficient jobs to absorb all new entrants into the labour force and to begin the 

process of eliminating underemployment.  The latter issue is intimately 

associated with the question of job quality and the productivity of employment. 

2 Job Quality 
Growth of employment opportunities can take place either through make-

work jobs or by generation of productive employment.  The worst situation 

arises when we create make-work jobs in potentially productive enterprises. 

This destroys the viability and competitiveness of the enterprise by slowly but 

surely converting it into a welfare organisation.  Unless the process is reversed, 

such an organisation eventually becomes incapable of fulfilling either of these 

roles with any degree of efficiency.  This is perhaps what has happened to many 

Public Sector Enterprises, Departmental Public Undertakings and ministries & 

departments engaged in production activities. 

Given the fiscal situation of the Centre and the States, creation of a large 

number of make-work jobs is no longer a feasible option.  An employment 

guarantee scheme (EGS) with strict self-selection criteria and transparency rules 

is a potentially efficient scheme.  Under the current fiscal situation it would 

require a complete re-channelling of funds from all poverty alleviation & other 

employment schemes into the EGS.  The effective integration of the myriad 

poverty alleviation and employment scheme into a single EGS is a Herculean 

task, which only the very brave or very foolhardy would dare undertake. 

Even if the task of integration could be accomplished, such an employment 

guarantee scheme can only generate relatively low quality jobs.  Though low 

quality jobs may be sufficient to eliminate hunger and abject poverty, this is not 
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a sufficient objective for a long-term employment policy.  A long-term 

employment policy must also focus on the quality of jobs that are created.  Only 

the creation of more productive jobs will raise the income and living standards 

of the common man.  Thus we are left with only one feasible option: Fast, 

productive, self-sustaining, labour-intensive growth. 

Dualism and underemployment is a historically observed facet of highly 

populated low-income Asian countries.  Except for specific segment of the 

labour force and specific locations the major issue is not unemployment but low 

productivity of employment.1   In other word, as the per capita income 

increases, the issue of quality of jobs rises in importance relative to the number 

of jobs created.   International experience demonstrates that in general higher 

productivity jobs are associated with one or more of the following 

characteristics: A more complex organisation, greater scale (in terms of capital 

or output), better quality of inputs and outputs, and higher average educational 

or skill level of workers.  Many of our past economic policies have, directly or 

indirectly, thwarted the natural process of economic evolution, which increases 

the proportion of higher quality jobs created as incomes rise. 

3 Economic Growth 
New productive jobs can only be created by economic growth. As shown in 

chapter 2 a growth rate of 7.5% is essential for generating enough new jobs to 

absorb the number of people projected to enter the labour force.   It is therefore 

essential to have a policy environment that sustains investment and growth.  

Growth created by force, through controls and prohibitions, cannot be sustained.  

The focus has to be on creating an environment that stimulates, rather than 

hinders and thwarts, entrepreneur ship and investment.  Faster growth requires 

faster investment: All red tape and impediments to translation of entrepreneurs’ 

                                                           
1 These specific segments may continue to require specific programs and projects for employment generation 
during the next decade. 
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investment intentions into reality therefore slow economic growth and delay the 

creation of new jobs. 

Other things being equal the faster the growth the quicker the pace of job 

creation.  A distorted policy structure also distorts the linkage between 

economic growth and employment growth by distorting the sectoral growth 

pattern and the choice of techniques.  Often the effect of these distortions is not 

obvious to the general observer: Thus protection of capital intensive industries 

biases the economic environment against labour intensive industries, against 

agriculture & against exports and thus weakens the link between economic 

growth and employment growth.  A system that forces life-time employment in 

the hiring company will ensure that the fewest possible new jobs are created by 

such companies: Even the most capital-intensive plant may be seen as less risky 

as losses can be limited by shutting it down.  Policy reforms are therefore 

essential both for raising the rate of growth of the economy and for ensuring 

that the rate of growth of high quality/productivity employment is 

commensurate with it. 

3.1 Competition 
Competition is essential for promoting economic efficiency and productive 

growth.  This is true of both domestic and international competition.  The 

central government is responsible for much of the external interaction while the 

domestic responsibility is shared with the States.  Licenses and controls on all 

facets of economic activity have not only diverted entrepreneurs into 

unproductive activity & rent seeking, but have slowed productive investment 

and growth.  They have reduced employment generation, by severely biasing 

the system against labour-intensive sectors and processes, thus nullifying our 

potentially most competitive resource.  Though de-licensing & de-control has 

been the centrepiece of economic reforms for over two decades; the process is 

still incomplete.  The remaining controls (e.g. technology import) and 
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investment licensing such as in public utilities, social & infrastructure services 

must be eliminated.  Reforms relating to agriculture & allied sectors, local 

public goods, real estate & urban infrastructure and social sectors are primarily 

the responsibility of the States.  Though some States have recognised the 

importance of good governance and policy reforms to generate economic & 

employment growth and poverty elimination, all States must come forward to 

take the responsibility entrusted by the constitution. 

3.2 Infrastructure 
There are host of other economic policies and economic reforms needed for 

generating and sustaining high growth.  As these are part of the overall 

economic policy program we touch on them briefly.  Unlike most industrial and 

agricultural products, which can be imported or exported depending on supply-

demand conditions, most infrastructure services are non-tradable.  They must be 

produced & supplied in the country if the economy is to grow. There is a role 

for both the public and private sectors in the development of infrastructure 

services.  Within the public sector the Centre and the States must take 

responsibility for those sectors that come under their purview. The Centre is 

clearly responsible for reform of Telecom, Railways, Major Ports, Airports and 

Civil aviation.  States must take primary responsibility for reforms relating to 

Roads, Irrigation and Urban/Village planning & services.   The responsibility 

for reform of the power sector is shared.  States have clear responsibility for 

reforming State Electricity Boards and making them financially viable by 

reforming the pricing structure.  Commercialisation of public infrastructure 

services, market pricing and active competition can lead to a jump in the 

quantity & quality of supply and reduction in real prices.  Investment can leap if 

these decisions are put under the purview of independent regulatory authority 

free from the grip of politics.  FDI can play an important role in introducing 

new technology & management systems. 
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A special focus is needed on rural infrastructure because the presence of 

externalities is much clearer (section 5.1). 

3.3 Fiscal 
Wide-ranging fiscal reforms are needed to provide a stable macro-economic 

environment for growth and to re-focus government resources on activities that 

can only be undertaken by government.  The Primary deficit of the centre & 

states must be eliminated if the government debt-GDP ratio is to be brought 

down.  The public sector saving rate has fallen over the past several decades to 

reach zero.  This trend must be reversed if long-term real interest rates are to be 

reduced on a sustained basis.  Dramatic efficiency improvements may be 

required to raise the saving rate of Public Sector Units and Departmental Public 

Enterprises to levels prevailing in the (private) corporate sector.  Government 

administration must at least generate enough saving for its own investment 

requirements: This requires elimination of non-merit subsidies and un-

productive expenditures.   To facilitate this process each set of similar services 

could be made into a cost centre and cost accounting introduced to identify the 

costs and subsidy involved in each individual service. 

State government expenditure priorities must be oriented towards public 

goods like roads, universal primary education, clean drinking water, sanitation, 

sewage & public health.  Nagarpalikas and Panchayats must be given the 

technical support, funds, & the responsibility for ensuring provision of these 

basics and then held accountable for meeting these goals. 

4 Education Policy 
If the limited government resources are to be focused on essentials, other 

sub-sectors from which the private sector has previously been excluded or 

discouraged must be urgently opened for private investment.  This requires a 

transparent & stable policy framework free from ad hoc & arbitrary 

interference.  One of the most important sectors from the perspective of 
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economic growth and employment is education & training.  The government 

must focus incremental resources on universal primary education.   While 

continuing to improve the quality of government provided education (at all 

levels) within the existing resources, State governments must throw open all 

these areas to private provision.   

One weakness of government supplied and directed education and training 

has been a divorce from the demands of the market for skills.  If the IT 

revolution and the demand for export of IT enabled services achieves even a 

fraction of its projected potential, the demand for tertiary education and training 

will explode in the next decade.  This adds to the urgency of removing 

oppressive licenses and controls on the supply of education and training 

services and replacing them by modern regulatory systems.  The regulatory 

system must ensure that the public is provided with full information on quality 

of education & training services through independent certification and rating 

agencies. The regulators must focus on detecting and exposing fraudulent 

suppliers. The regulator can prescribe audit and accounting procedures, which 

ensures that fee setting and adjustment is transparent and fair.  State 

governments must not interfere in the actual process of admission or fee setting 

and focus their support on the funding of means-cum-merit scholarships or 

education vouchers.  The Central government should facilitate student loans by 

banks. 

5 LABOUR LAWS 
There are two basic objectives of labour laws.  The more fundamental and 

universal aspect relates to work environment and its effect on the job safety and 

health of the workers.   Labour laws must therefor protect workers against 

hazardous substances and dangerous work.  Labour laws must also ensure that 

any injuries or damage to health sustained at work is adequately treated and/or 

compensated.   Laws against child labour and for protection of women at work 
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also fall within this general category.  These benefits, which are today available 

only to a small set of organised labour, should be progressively extended to all 

workers. 

The second objective of labour laws is social security or security of 

employment.  Labour laws across the world differ in the extent to which they 

provide directly for employment security.  In most developed countries 

unemployment insurance is provided through a separate social security system.  

In addition to the trade-off between higher security for employees and higher 

cost to employers, the key issue is the flexibility of the overall system.   

The labour laws and procedures relating to the organised sector in India 

became excessively rigid during the seventies & eighties.  As a consequence the 

inability to shed labour during economic recession became a major factor in the 

creation of organised sector jobs.   Employers are wary of increasing 

employment, even when the economy is passing through a boom period, for fear 

of not being able to shed the additional employment when there is a downturn.  

Consequently, most of them avoid too much dependence on labour, opting 

instead, for a more capital-intensive technique than is warranted in a labour 

abundant economy.  In effect, by increasing the transaction cost of shedding 

labour, the labour laws & procedures increase the overall costs of hiring labour.   

The reforms needed for introducing greater flexibility in the labour market to 

encourage faster growth of organised employment, include those relating to 

contract labour, closure of units and lay-off of workers.   The employer should 

not need the permission of the Courts to either lay-off workers or close a unit 

for economic reasons.  Instead, the employers should be allowed to work out a 

severance pay in all labour contracts issued at the time of employing a worker.  

The contract labour act needs to be amended to allow all non-core services & 

activities to be procured from specialised service companies who are held 
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responsible for their own labour.  Labour polices and procedures are examined 

in a separate chapter. 

6 Cost of Capital 
There are two dimensions of the cost of capital, which could be termed as 

domestic and international.  In the domestic context the most important issue is 

the availability of credit to small, poor borrowers.  The policy of interest control 

and forced allocation of credit to certain categories of borrowers has the 

paradoxical effect of denying poor borrowers access to the formal credit 

system.2  The poor continue to borrow from high cost private lenders, perhaps 

paying as much as 3% to 5% per month.  By reducing employment generation 

and growth such a control policy does greater harm to the poor than the 

theoretical subsidies provided.  The latter are more likely to accrue as rents to 

those who administer the subsidies or to the relatively rich & powerful that can 

extract them from the system in the name of the poor.  Even the poor can afford 

to pay an interest rate 15% to 20% per annum if credit can be made available to 

them in a timely and hassle free manner.  The focus should shift from interest 

controls, subsidies and forced lending to use of innovative delivery techniques 

for delivering credit to the poor, particularly in rural areas. 

Interest rates differ across countries because of differing economic prospects 

& risks and expectations about exchange rate movements.  The average interest 

rate in India differs from the international interest rate for additional reasons.   

Various controls and non-prudential regulations, some apparent but many 

hidden, along with the oligopolistic nature of the nationalised banking system, 

keep nominal interest rates from falling in line with inflation.  Such controls and 

                                                           
2 Interest rates normally vary according to the risk of default and the cost of processing, monitoring & 
recovering loans.  Control of interest rates below such a market related rate makes lending to such borrowers 
unprofitable and removes nay incentive to lend.  If financial institutions are nevertheless forced to lend to these 
borrowers, the only way they can minimise losses is by requiring higher collateral.  Thus even within the 
specified category credit is re-channelled to those having collaterable assets. 
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rigidities need to be identified to attain a truly market determined interest rate.  

This will maximise the growth of investment and employment generation. 

7 Agriculture & Allied 
Knowledge is the most important source of growth.  One of the reasons 

why some countries are poor is because they either do not have all the 

knowledge available in the developed countries or their people do not have the 

ability to understand adopt and adapt this knowledge for their own purpose.    

By its very nature the market for information cannot be perfect and there is an 

important role for government in fostering and disseminating knowledge.  All 

over the world governments have played a critical role in the generation of 

agricultural technology and its dissemination to farmers.   This was well 

recognised during the green revolution days but seems to have lost its thrust.  

Government must continue to play an important role in the generation, 

adaptation and dissemination of agricultural and rural technology while 

encouraging and supporting private, co-operative and non-governmental 

organisations to do the same.  Much greater attention then hitherto has to be 

focussed on non-cereal crops like vegetables & fruits and allied activities like 

floriculture, dairy, poultry and winery. 

  A better flow of information & knowledge into rural areas and its 

assimilation through universal literacy & primary education could raise 

productivity dramatically.  This requires bold & radical thinking.  For instance, 

opening of existing telegraph wires to anyone who wants to connect villages to 

the internet, could give the farmers a means of finding out whether the pesticide 

& dosage recommended by the local supplier is appropriate for his crop.  

Similarly, de-licensing Internet telephony could make it cheap & easy for a 

farmer in a remote village to call the retailer in Delhi to find out the price of 

onions or to call Cairo or Chicago for the price of cotton. 
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7.1 Rural Infrastructure 
Much of the existing underemployment or low quality employment is in 

the rural areas.  Much of the new demand for employment will also be created 

in the rural areas.  These areas cannot generate productive employment at a 

sufficient rate unless their basic infrastructure is improved and they are 

integrated with each other and the neighbouring urban areas.  Highest priority 

has to be given to the basic connectivity through all weather roads and public 

telephones along with water harvesting, irrigation system management and 

biotechnology (gas, fertiliser, pest control) through local co-operative effort. 

7.2 The Food Chain 
  The development of agriculture cannot be viewed in isolated segments 

like fertiliser, agriculture, food processing and exports.  An integrated view has 

to be taken from the input stage through production, post harvest preservation, 

storage transport and processing to the final retail sale.  There are a host of 

policy controls and restrictions that keep such an integrated approach from 

being adopted.  These must be changed. 

The agricultural policies at the state levels severely constrain its growth.  

It is only in India that the free movement of grains across states is termed 

smuggling! Among the State laws that are now stifling the growth of modern 

procurement and distribution systems (e.g. for fruits & vegetables) is the law 

relating to Agricultural Produce Marketing.  Under this law, the “Agriculture 

produce marketing committee” controls marketing of agricultural produce.  

Farmers must sell all their produce through the official market.  Even if the 

APMC allows an organisation to procure produce directly from farmers, they 

remain subject to all the rules, procedures and forms of the APMC. 

While it is difficult for the Centre to unilaterally force the states to 

liberalise trade in agriculture, there is one thing the central government can and 

should do.  The Essential Commodities Act should be scrapped.  In 1991, the 
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industrial environment was transformed overnight by the abolition of the license 

raj.  The same should be done in agriculture regarding the Essential 

Commodities Act.  The Centre will then be in a better position to convince 

States to free up agriculture. 

Food processing industry will take new employment opportunities to the 

villages.  It will open up marketing channels, storage and warehousing facilities, 

transportation of goods, etc.  Most importantly, it will allow new urban centres 

to develop in currently rural areas.  It will cut down the wastage of food, 

improve productivity on land and provide non-agricultural jobs to rural labour.3 

The multiple food related laws and regulations should be integrated into a 

single Food Act, under which the a single Food Regulatory Authority should be 

set up to regulate all the health and safety aspects of food processing, handling 

etc.   Large integrated food procurement cum distribution companies, which 

operate from the farm to the food (department) store, can transform the 

efficiency and productivity of the entire food chain, through introduction of new 

organisation, logistical and transport techniques and new technology into the 

farm sector.  This argues strongly for opening this entire sector to both domestic 

and foreign companies. 

8 Small Scale Industry 
The elasticity of employment with respect to GDP from manufacturing has 

declined over the past few decades.  If we exclude public employment, which 

was driven by different dynamics, employment elasticity in private 

manufacturing declined during the seventies and eighties.  This was the period 

in which the labour laws, rules and procedures became increasingly rigid.  The 

                                                           
3 This was demonstrated by the success of “Operation Flood” in establishing a “milk chain.”  Critics have 
however asserted that it required large subsidies in the form of foreign aid and grants.  In the current context, 
private and co-operative organisations such as Mother Dairy ready and willing to develop food chains with 
minimum of government involvement and subsidies.  This can only be done, however, if the draconian controls 
imposed by State governments are removed. 
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existence of SSI reservation during these two decades appears to have made 

little difference to the declining trend in elasticity.  It is only with the small 

steps towards easing of labour laws and the removal of some SSI reservations 

that the elasticity has started improving in the nineties.   These rigidities and 

reservations seem to have protected existing organised labour and small 

entrepreneurs while stymieing the growth of new more productive employment 

opportunities. A reform of these two policies could raise the employment 

elasticity of GDP from manufacturing significantly. 

World wide small industry is a source of employment.  In most economies, 

small industry is linked intimately to large industry in a supply chain.  New 

industries start small and if successful inevitably grow big.  It is this process of 

growth in size that fuels the increase in national income and generates jobs.  

Generally, companies that have already become big contribute much less to 

GDP or employment growth than those that are transiting from small into big 

ones.  The SSI reservation policy aborts this process by putting an absolute limit 

on size.   It also thwarts the process by which low quality jobs in new units are 

eventually transformed into higher quality jobs in medium units.  

SSI reservation should be phased out urgently. An immediate start could be 

made by abolishing SSI reservation in Export Processing Zones, thus giving a 

great boost to employment generation through labour intensive exports.  

Success is assured if we follow in the footsteps of China. 

SSI policy should instead, concentrate on encouraging start-up businesses.  

All support to such businesses should be through time-bound schemes --- for 

instance, investment tax breaks, or cheap credit, etc., can be obtained for a 

maximum of five years after inception.  This will destroy the current absurd 

incentive structure that encourages small units to remain forever small.  Care 

will have to be taken to ensure that firms do not close and re-start after every 

five years to take advantage of the incentives. 
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9 Real Estate 
The real estate sector is one of the most labour intensive sectors and can 

generate a large number of jobs.  The development and growth of this sector 

has, however, been severely constrained by outdated laws and policies.  These 

have pushed the market underground and spawned a host of undesirable 

practices.    The stock of housing available to meet the demand of honest, law-

abiding citizens is far short of demand, worse the gap has been widening.  The 

contrast with the situation after partition, when a large housing stock was 

created through private investment is stark.  

The State governments need to follow the Central government by repealing 

their urban land ceiling laws.  The rent control Act an emergency World War II 

action to manage a wartime situation has become the most important factor in 

creating slums.  All over the world the low-income people live in rented 

apartments.  In India the Rent Control Act has extinguished whatever little 

incentive was there to build apartments for the poor as it has become an 

instrument of expropriation of property by the tenant.  House and apartment 

owners living under the rent control act would prefer to leave them empty rather 

than risk loosing them forever.  In free cities dilapidated housing is often pulled 

down and replaced by modern apartment buildings.  Under rent control even 

existing buildings are allowed to run down and collapse because there is no 

incentive to invest in maintenance.  This Act should be repealed to unleash a 

construction boom of a kind never seen before in this country. 

This would have to be accompanied by other policy reforms, such as:  

• Ending the monopoly of the urban development authorities over city land. 

• Giving freedom for conversion of rural land into urban. 

• Modernisation of municipal laws and planning practices. 

• Framing of a law to facilitate private development of townships and estates. 

• Reducing Stamp duties on transfer of property. 
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• Rationalising Property taxes 

10 Services 
The service sector, as a whole, has become an important element in the 

national economy.  It is fast becoming the largest sector in terms of both GDP 

and employment.  Indeed, in a modern economy, certain segments within the 

service sector are the driving force behind all economic activities.  These 

include the economic services like banking, communications, insurance, 

transport, and social services like education and health.  The common feature of 

all these activities is the large human component.  Labour is an essential 

ingredient regardless of the type of technology used in them.   

This is also true for the traditional consumer services like restaurants, hair 

cutting, tailoring.  Next to agriculture, the ‘services’ sector is the most labour 

intensive.  Most of the establishments are small in terms of a formal or recorded 

employment size; declared employment being no more than one or two – mainly 

the proprietor themselves, though services of 5 to 50 casual workers may be 

used directly or indirectly on full or part time basis.   Organised establishments 

that operate as a ‘firm’ are rare even in large towns.  There is a tremendous bias 

in our economy against large organised agriculture, industry and services, vis-à-

vis small, unorganised provision of such goods and services.  This bias will 

have to be removed if the traditional service sector is to attract capital and create 

high quality, higher productivity jobs at a faster pace.  The bias against 

provision of credit to the service sector vis-à-vis industry will also have to be 

removed.4 

10.1 Construction 
Though the recommended changes in the real estate sector would create a 

lot of jobs in the construction sector, the bias against large construction firms 

                                                           
4 Some of this bias is incorporated in old RBI circulars and guidelines for nationalised banks. 
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would have to be removed if higher quality jobs are to be created.  Large 

construction companies usually provide more facilities to their workers.  Small 

construction companies use migrant labourers who move around construction 

sites with their spouses and children.  While they may make more money than 

they would in the villages from which they come, their mode of daily existence 

around their workplace is not the type of employment opportunities we should 

be planning for.  National construction companies are not only easy to regulate 

when it comes to employee benefits and insurance, they are also able to reap the 

advantages of scale economies that allow them to pay more to their employees 

and provide superior work conditions.  

10.2 Road Transport 
Currently, the institutional environment has kept road transport activities 

either within the small enterprise sector or with inefficient State Road Transport 

companies.  Individuals and agencies with a handful of trucks and buses are the 

general norm.  This essentially implies that long distance truck drivers of small 

companies are over-worked, enjoy very few facilities on the road and, in 

general, have a type of employment-wage structure that is well below any 

acceptable norm.  Given that this is a sector with economies of scale, a national 

transport company will be able to provide better on-the-road facilities to its 

workers, have more equipped truck-stops that will allow drivers a better form of 

rest after a long drive, and have better vehicles to begin with.  It will also 

generate associated services like hotels, repair shops and construction activity in 

and around these national hubs. And, most importantly, it will deliver a more 

humane employment opportunity than is currently being offered to our long 

distance commercial drivers who spend most of their nights on the road sleeping 

in their vehicles. 

The system of granting licenses and permits to a restricted number of 

small operators to specific routes should be replaced by an open & transparent 
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system that encourages competition.  Any individual or company should be free 

to operate transport services on each and every route in the city or state, subject 

only to a safety certificate.  The safety certificate would be designed merely to 

exclude irresponsible and unsafe small operators who can disappear without 

facing the legal consequences of their irresponsibility.   There could also be a 

nominal license fee to ensure fiscal neutrality.  Even this would not be necessary 

once privatising them eliminates the fiscal haemorrhage of loss making State 

Road Transport Undertakings. 

10.3 Tourism 
The tourism sector is another service sector with enormous potential for 

productive employment.  However its fate is intimately linked to the quality of 

transport infrastructure such as airports, airlines, highways & railways.   High 

spending foreign tourists will not come to India if the quality of airports and 

airlines that they have to use to travel to and from India is far below the 

standard of competing tourist centres.  Foreign tourists must also be provided 

high quality facilities (conveniences & clean water) at tourist centres, based on 

joint market pricing of attractions and facilities.  There must be clear and 

transparent rules for acquisition of land for and building of hotels in metro cities 

and tourist destinations. 

10.4 Other Services 
  Private provision of social infrastructure services could also generate 

higher quality employment than is possible through the municipal and State 

governments.  This can be done by the private & co-operative sector through 

introduction of modern organisation and techniques.  These can help reduce 

costs, improve efficiency, productivity and quality of output, thus generating 

higher quality jobs at a faster rate. 

Similar gains can be obtained in the retail trade and distribution by 

allowing and encouraging “supermarkets” to come up in urban areas.  Such 
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super-market chains can stimulate innovation through out the entire chain.  

Besides the gains to producers and consumers, such productivity gains are 

associated with faster generation of higher quality jobs. 

Organisations that ‘specialise’ in providing services of 

specialised/skilled/semi-skilled/unskilled personnel for a variety of occupations, 

on ‘contact,’ ranging from the eating establishments to office service personnel 

should be encouraged by labour policy. A system of providing occupation 

specific labour services on contract basis should be fostered in urban, small 

towns and rural areas. Discouragement to contract labour impedes development 

of specialised services to business establishments. This should end. Government 

should step in with some type of security incentive for the workers hired by the 

establishments who provide contract labour. This will avoid a very large 

number of foot loose, unreliable, unskilled workers who, because they are not 

associated with any employer, are always on the move and hence do not have 

any prospect of a reasonable quality of employment. 
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16.   Capital Account Convertibility: Timing and Phasing,  December 1999 

17.  Agenda for Reform: Infrastructure,     January 2000 

 

                                                           
** Copies of these papers can be obtained by sending an e-mail to DrAVirmani@hotmail.com. 
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