The process of economic developmeﬂt may be either
of the following two types': Factor Multiplication and/or
Factor Transformation. Under Factor Multiplication process,
increased cuantities of factor inputs ares used for raising
the levels of production. Increased production by this
process may not require a change either in the techniques of
production or the organigsational set-up and/or socio=economic
structure. However, economic development both in the western
developed countries and the present developing countries of
Asia and Africa, depends more on factor transformation than
on factor multiplication. The process of factor transformsz
tion is associated with the raising of average and marginal
productivities of the varisus factor inputs. This is often
a consequence of improvements in the technology of production.
Technical changes are generally assoclated with the replace=-
ment of labour intensive by capital intersive techniques of
production which brings about a systematic improvement in
equipments, machines and tools. The operation and effective
utilization of these improved tools and equipments necessitate
improvements and even radical changes in the skills and
expertise possessed by manpower., This generally tends to
change manpower requirements in quantitative as well as
qualitastive terms. WManpower requtrement per unit of output
is changed while the skill and educational endowments of

manpower required for the cperation of new production.



processes are generally upgraded. Besides, technical innova-
tions result in an improvement in the technical attributes of
the goods produced as well as in the introduction of new

products into the marketz.

Though in theory it 1s possible to distinguish
between the development processes of these two types, 1n prac-
tice both of them may occur simultaneously. However, the
modern econcmic development, especlally in the developing
economies, depends more on factor transformation than on
factor multiplication processes. Since the structure of these
economies are highly lopsided and the technigues of production,
especially in the traditiocnal sectors, are highly old and
obsolete, those econcmies invariaply try to diversify the
economic structure by estaclishing new lines of production and
raise factor productivities by replacing old by modern tech-
niques of production in the existing sectors of the economy.
Therefore, development planninginvariably aims at moving the
economy from less to more modern and efficient techniques of
production so as to produce laréer number and quantities of
goods and bring in ever increasirg superior products during
the planning horizon. Both these processes tend to eliminate
some of the traditional occupations whereas some new occupar
tions may emerge forkthe first time. For example, introduc-
tion of tractors on an extensive scale tends to eliminate the
need for the services of the traditionsl craftsmen and artisans

like carpenters and blacksmiths while aew veceupations of



drivers, mechanics and petrol/diesel dealers and attendants
sprout as a consequence of this. Technological transformation
thus implies a change in the type and quality of labour force
in the form of an improvement in skills and knowledge and it is
the function of the education system to supply these qualified
manpowers, Therefore, manpower planning should Qonstitute an

inseparable part of general planning for economic development.

Most of the human capital formation takes place through
the processes of craining and education of the labour forces
Writers in the tradition of Harbison and Schultz discuss
manpower " as s form of capitel, developed through schooling and
specialized training.and utilized, together with cooperant
factprs, in the production of goods ard services"z, According
to these writers humsn resources act as the active agents who
» sccumulate capital, exploit natural resources, build social,
economic and political organisations and carry forward national
development”q. However, training and education of manpowers
for the development of the economy is a long-term process.
Therefore, manpower planning tends to get embedded in
educational planning which has to rrecede rather than succeed
or synchronize with economic development of developing countries.
Training and education of labour-force has to be planned in
asdvance so 2s to ensure avallsability of educated manpower of
right types in right numbers and to avoid the using of scarce
resources in educating more pecple than required or to prevent

shortage of manpower of requisite types acting as bottlenecks
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constraining development. Both these problems are avoided if
manpower projections and educational planning form an integral

=
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part of national eccovomilc planning .

The reel for treating manpower planning as Parft of

Kwnl

general economic planning also arises from the fact that the
planners often attempt to place medium term plan in the long-
run perspective so that the economy C=2h be guided towards the
desirsd structure: Rut changes in eccnomic structure
necessgitate changes in the structure of manpower as well which
can be effected more efficiently through planned rather than

market forces.

In 2 capitalist or mixed economy where a large number
of desisions are left to the individusl choices, there may
often be discripsncies and divergencies between individual
choices and social needs. If expected requirements of educa
ted manpower to meet the develcpmental needs of the economy
are made known in advance, individual decisions asbout education,
courses and ¢areers may tend to he mich more realistic and he
more in tune with social needs than what these  are likely to

=
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be without such informations ,

It is, therefore, obvious that the success of develop-
mental plamning depends on whether planning for educational
development is consistent with manpower requirement, on the one
hand, and whether manpower requirements and educational

planning are in tune and harmony wit planning for economic



develooment, on the other. The consistency between the above
three oomponénts of planning depends upon planning methodology
in genersl and the techniques and methods employed for projec-
ting manpower requirements in particular. However, the
techniques and methods of manpower projections have certain
limitations =zpd shortcomings some of which are inherent in the
techniques themselves or the assumptions om which the projeo-
tiong are based; whereas other limitations are neither inhe-
rent in the technigues nor on the assumptions. The most
serious of these limitatiocrs is that the manpower projections
generally project the current market imperfections into the
future as the actual qualifioationai levels and patterns of
the current msnpower in employment is taxen to represent the
desired pattern because the nature and extent of imperfections
from which the labour market suffers are not known precisely.
Though this limitation has come to be recognized at the
theoretical level, yet the conceptual difficulties assoclated
with this problem, want of techniques and amethods appropriate
for measuring the nature and the magnitude of such market
imperfections and even the non-availability of requisite data
have prevented researchers from exsmining and evaluating its
empirical ramitications. Due to scarcity or surpluses of
manpower of specific types, actua. qualificational levels and
patterns generally deviate from the levels and patterns of
qualifications desired by employers and/or as dictated by the

job requiremenis., In case of shortages of mmnpoWer of
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particular t?pes, qualifications tend to be lowerd at the time
of recruitment. As against this, in case of surpluses of
manpower of a given type, qualifications generally tend to be
upgraded. Howeaver, downgrading or hikes in levels of qualifi-
cations snd skills may not necessarily occur at the recruiltment
stage. This may happen even at the stage of the institution of
the vacancies. Past experiences and the knowledge of the
current state of the labour market may facilitate up or down-
grading of gualifications at the stage of inception of a post.
Consequently, it is this very downgreded or upgraded pattern of
qualifications which may get projected as future requirements.
This aspect of the problem has generally been overlooked in the
literature of manpower planning, its recognition at the theore-

7

tical level notwithstanding

The above limitation is, however, not inherent in
either the logic of the approach to manpower planning or the
particular methodology followed for projecting manpower
requirements. The problem can be eiffectively tackled by deter-
mining the degree, direction and nature of deviations and
divergencies of the desired from the actual qualificational
patterna. However, no such empirical attempts have ever been
made to the best of our knowledge, as the empirical investiga
tions have been thwarted by cornceptual, methodological and data
problems. This has prompted us tc take up this problem for an
in-depth study. Thus this study is the first ever attempt to

remove tine above menticned .limitations of manpower projections



that are normally worked out for planning education and deve-
lopment. But the problem can not be studied empirically
without first resolv.ng effectively conceptual and methodolo-
gical issues. This scudy attempts to investigate the degree
and extent of market imperfections empirically with reference
to the labour market in North-East Reglon of India. In the
neo-classical theory the market forces are assumed to work
directly through wage flexibility. But in modern economies
non-market forces such as labour unions, labour legislations
relating especially to wages, such as minimum wage legislations
etc., make wages inflexible. In order to overcome such insti-
tutional and legal barriers, market forces exert thelr
influence through other routes in an indirect mamner. For
example, rigidity of occupstional wage structure may not
permit hiring workers at rates lower than the preccribed ones
even though the labour market happens to he flooded with
workers seeking employment in a particular occupation(s) . But
better qualified workers may be subtstituteC for less qualified
ones which in effect reducesz wages acrueing to the workers
with higher qualifications. This will be the short run
response of the market. In the long run, the demand for that
level and/or types of education will change. Besides, there
is always an element of monopoly rent in occupational earnings
which tends to be competed . away in the long run through
changes in supplies. of manpower with particular levels and
types of education. For example, prestigious courses such as

applied sociology, social works and engineering that almost



guaranteed entry into highly paid Jjobs were often run in India
under various restrictions while several restrictions are alsvu
made ol the entry into highly pald Jjobs. The current demand
for these kindsof Job under conditions of scarcity may be met
by taking people having somewhnat related education/occupations
even though they may not ne fully qualified. O©f course,
higher demanc for these kinds of Jjecb in relation to supply
with accompanying nigh salaries will attract more students to
join the relevant courses designed to prepare them for these

hes= vacancies would have alresdy been filled

)

Jjobs. However, -
up by the time these fresh graduates jeoint the labour market.
This is actuslly what happens in many of our pubklic sector
undertakings. This problem is further aggravated by the
tendency of the students to overestimate their individual
chances in euploymnent market in the face of serious unemploy-
ment conditions., Thus the éurrent shortages have a strong

tendency of being converted “nto future surplusesg.

It is thus such problems, arising from the market
imperfection, which have bedewvilled efferts of planners to
project manpower requirements with the specified precision of
estimates. The proposed study seeks to evolve concepts and
methods based on empirical realities for overcoming some of
these diffioulties of manpower planning. To be exact, it is
difficult to specify the skill ard/or educational components
of a given occupation. It is even more difficult to measure

exactly the leval, magnitude and type of education/training




and ekill associated with the Job reqguirements either from
the demend or +the supply side. The proposed study is a
modest attempt to resolve various conceptual and methodo=
logical issues relagted to this particular aspect of the

probleit.

The msjor objectives of the study are as follows:

4
|

g

to estimate the nature and degree of iuperfections that
charscterise the working cf Llabour market for the educated
manpower in the North~Eastern Region of Indis by identify=-
ing the nature and extent of substitution of one type and
level of education for another in the different sectors of
he economy;

2) +to estimate the nature and extent of disguised
unemployment among the educated manpower of the Reglon, as
in our view, substitution of higher for lower educaticn 1is

also a type of disguised unemployment;

3)  to evaluate the nature and extent of relationship
between education and cccupation, education and industry
and education and earnings, and theilr variations between

firms/industries and occupations; and

4) to estimate the nature and extent of deviation of the
desired level and type of qualifications from the actual
Level and type.of qualifications possessed by the peoq}e
recruited in prder to overcome the problems of shortages

or surpluses.



The study is divided into nine chgpters.
Chapter I deals with Introduction, Chapter II explains the
concepts, assumptions, methodology and scurces of data.
Chapter III gives a brief review of the relevant litera-
ture on tha subject, while Chapter IV snalyses the demand
side interrelaticns between occupation, education and
earnings. Chapter V deals with inter-industry and occupa~
tionagl variation of earnings and educatvion. Chapter VI
discusses the gupply of educated manpower in North-East
Region of India. Chapter VII analyses the nature of
lagbour market in North=East India. Chapter VIII contains
the analysis of the devigtiocns and divergencies of the
actugl from the desired levels and patterns of educational
qualifications, and finally, Cuapter IX gives the major
findings and conclusions.

All the Statistical Tables are contained in the
Statistical Supplements. Important abbreviations and

questionngire are gppended in the Appendix.
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The following are the major findings of the

study:

5) There is an empirical evidence to support the
hypothesis that so far as the general education is
concerned, simple matric or H.S.L.C. and Intermediate
degrees such as P.U. and H.S.3.L.C. can nmo longer be used
as a terminal stage for employment purposes elther by
students or their parents. The study reveals that these
qualifications no longer command any demand in the employ-
ment market because no employer is willing to employ a
“person with these qualificagtions unless they are supple~
mented by some prbfessional or technicgl diploma/certifi-
cate or training with experience ranging from 2 to 10 _—
years. This has a very important policy implication for
the development of education in the region. Unless ade~
quate facilities for vocationsl/professionsl/technical
training or education are made gvailable, to prepare fresh
graduates with these qualifications to enter the labour
market for specific occupations, they are likely to
elther swell the ranks of the unemployed matriculagtes or
swarm the institutions of higherdigarning in general
education. Therefore, thé proposals for the vocatinngli~
sation of education after or at the +2 level under the
New Education Policy measures appear to be well~formulated

and properly geared to meet the specific needs of the
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eaconomy. The proposed educational reform will be in
consonance wWwith the age old Indian tradition of oral
learning and the imparting of training informally through
work experience. . In recent times also, the two procasses
have been used frequently to meet manpower requirements in

the midst of scarcities or surpluses.

2) For most of the occupations, earnings and
salaries or grades vary according to the level and types
of education as well as the period of training and expe-
rience. This implies that earning differentials are due
not only to the differences in the lavel and types of
education but also to the mumber of years spent in getting
informgl training on the job and for gaining useful
service experience. As a matter of fact, on-the=job
training and experience are invarigbly associated with
higher emoluments. Besides, in most cases, vertical
mobility depends largely on age/experience/on-the~job
training rather than on the level of qualifications =
Possessed. In fact, due to lack of experience one may
not get the job. In that case, he may be forced to
re-enter educational system to get further training for
improving his job prospect. Therefore, matric/HSLC level
education supplemented by diploma or certificate and long
years of experience/training may command a high level of

demand in the Job market and even for a well-paid Jobe
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This point, therefore, lands support to th: proposal
for delinking of d:grees with Jobs in the Naw Education
Policy mzasures. In the initigl phases when the deve~
lopmental process gatheoraed momentum in the country as a
whole, acute shortages of high laovel manpower obstructad
developmantal efforts. Under the impact of davelopment
programmes thoere were more vacancies than the mumbar of
persons having requisite qualifications. The shortages
could have been met by postponing davelopment or by
importing all manpowers with requisite levels and types
of education from abroad. Both these alternatives were,
howaver, not attractive. Therefore, a compromise was
made with formal education/training by recrulting people
with lower qualifications but with practical experience.
Onca these people came to occupy these positions they
would gain further experience and practical expertise
through on~the-~job training. Therefore, as and when the
vacancies at a still higher level occur the candidature
0f these personnel has to be reckoned with. Therefore,
evon when the economy has reached the stage of develop~
ment when it has acquired surplus of high level manpower,
at times advertised qualifications for such high level
Posts are even lower than the qualifications for lower
level jobs. These lower level qualifications are often
advertised as equivalent or alternative to higher level

education, the difference between the two being made up
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by the long years of expsrience and practical training
on-the=job. This is a sort of delinking of formal educa~
tion from the Job to a limited extent. The infersnce to
be drawn from this is that if high level formal education
is delinked from the jobs under conditions of scacity,
there is no reason to suppose that it cannot be done

under conditions of surpluses also.

3) There is also some empiricalrevidence to
support the hypothesis that there 1s an unique relation-
ship between engineering occupations and formal
educational qualifications in the relevant fields. If g
Person does not have the desired formal educational
qualifications at the degree level, this has to be made
good by onwtbé-job training or experience ranging from
2 to 5 years. The exercise also reveals that educational —
qualifications in specific fields of specialization are
intimately related to specific occupational categories.
Therefore, delinking of degrees from jobs magy not be
feasible unless the current recruitment policies and
practices are changed and the employers psychology is
radically transformed. There seems to be a contradiction
between the emphasis in vocationalization of education
and delinking of degrees with Jobs. If jobs are delinked
from degree;, then one can straight away go for vocational
training informally. Obviously, in such cases, one is

not likely to bother about either the level or type of
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education one has got if Jobs are delinked from degrees.

Education is a substitute of jobs in the prevai-
ling condition of unemploymesnt. Unemployment of matri-
culate gets converted into unemployment 0of graduate and
so on. If degree is substituted by public test after
delinkiﬁg and people find that candidates with higher
level of education have better chance of success 1n the
job market, the experiment would fail, for people would
be forced to rejoin educational system to get higher
lavel of education for improvimg their Job prospects.s
Mere vocationalisation would not succeed unless adequate
number of Jjobs are available for people with vocational

education/training.

L) The range of possible substitution of one
level and type of educatiqn for another ie extremely
limited as occupation—education relationship is neither
perfectly rigid nor completely flexiblef An interesting
faature is that there is certain degree of subgtituta-
bility between different le?els,of,eduoation while the
substitution probability between different types of

education is practically zaro.

One mgy be forced to accept a Job for which he is
over qualified. In that case,(both;his occupational

status and earnings are adversely affected; but this may




ensure availlability of the Jjob for which he is qualified
through vertical mobility over time. Again, one may
seek lower lavel of Jjobs in occupation other than the
one for which he has been trained. In this case, the
investment in education and training would largely go
Wagste. Finglly, one may accept a Jjob in the same
occupation but in less prestigious and less remunerative
informal sector. In such an eventuality though one
retains the occupational status, his earnings and,
therefore, returns on investment in education are

adversely affacted at least in the short run.

Although the substitution possibility between
the different levels and types of education appears to
be quite rigid at the formal level, it may be pointed
out that in certain peculiar circumstances, persons
with a background in technical education can be fitted
in an occupation requiring general education though the
reverse substitution may be relatively difficult. In
other words, people hgving no technical education may
not be found suitable for employment in technical occu-
pation while technicagl manpower mgy be employed in
occupations requiring general education, though this mgy
result in underemployment of the technical manpowers.,
This mgy imply that over production of technical man~-
poﬁér does not necessarily lead to over investment in

education. Besides, over production may not be as

WL
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hapmful to the economy as the scarcity of technical
manpower bacause the lgtter may directly lead esither to
stagnation in production or to lower levels of effi-

ciency and therefore, to lower productivity.

5) There is also empirical evidence to support
the hypothesis that emoluments associated with some
nccupations vary between different industries or sectors
either because of the strength of the labour union or
the nature of the sector in which the person is employed.
For most of the occupations, levels and patterns of
qualifications demanded vary between firms/industries
which tend to make salaries and grades also vary across
firms or industries. There is also some empirical evi-
dence to support the hypothesis that higher emoluments
are carried by those fieslds of education/specialization/
occupations for which supplies are relatively low and
cost of education/training is relatively high. However,
differences of specilglization within the same type of
education do not contribute to earning differences, by

and large.

6) The study also raveals that the practice of
fixing educational qualifications higher than that
warranted by the Job requirements is more common in the

case of general education than in technical education.
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This highlights the fact that the incidence of unemploy—
mant may be higher among people with general education
then those with technical education. This practice of
upgradation in qualification is resorted to by

~ employers mainly to eliminate the usually large mumber
of job seekers who swarm the employment markat. In
other words, the practice of hiking and lowering of
educational qualifications is resorted to cope with

surpluses and scarcity of educated manpower respectively.

7) There is also an empiricél evidence to
highlight the fact that the North-East Region is having
surplus manpowers including high level manpowers. The
study reveals that there are 1o supply bottlenecks even
in relation to the high level manpower excepting of
those few manpowers requiring speclialised professional
education/training and for which basic facilities for
education/training are lacking in the region. These
manpowars are mainly imported eitherrfrom the neighbour-
ing states or from the rest of the country. This is
evident from the fact that the munber of applicants per
post for the high level occupation is as high a range
as from 7.33 to 13.6. Compare to this, the number of
applicants per post ot the middle level, range from 5. ke
75 and 22 to 54 for the low occupational catzgory. This

incidence of unemployment among the different levels of

—
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nccupations may be taken to reflact the incidence of
un=mploymant among the people with various levels and
typas of education, diversity of =sducational background
in given occupation notwithstanding. It may not, there-
fore, be wrong to infer that the manpower with the
univarsity education of any kind is much less prone to
unemployment than the manpower with education upto

school level only.

8) As alrzady pointed out above, the north-east
region is in general, more than self-sufficient as far
as manpowers with background in gensaral education are
concarnad. In fact it has surpluses of these type of
mgnpowars as indicated by our empirical findings. At
the sam= time, it may be surprising to note that the
region is deficient in certain speclalised types of
manpowers to the extent of 20% or 1/5th of the total
requirements. The shortages are manifested mginly in
professional and technical manpowers such as mining and
safety engineers, chartered accountants, agricultural
scisntists etc. for which education/trainihg facilities
are rare if not totally unagvailable. Though the extent
of These shortages is quite high by itself, it may be
much lower than what one might believe to be the case on
a priori notion and impression about the region being
deficient in human capital generally. Thus the region is

greatly self-sufficient with respect to manpower in
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general, yet, the self-sufficiency is not complete. A
lot still remains to be done to make the region self=--
sufficient in the matter of manpower. On the other
hand, these manpower shortages in the region may be
taken to reflect the nature and charactsristics of the
job markets for the educated in Indige. While certain
reginns/states remain daficient in human capital
regsources, other regions/states have surpluses in excess
of the demand. It may, therefore, be suggested that the
manpowar planners at the national level should focus
attention not only to the overall demand for and supply
of manpowers, but also the imbalances of demand and
supply at the regional level in order to ensure that the
short=term shortages of one region can be made good by
the short=term surpluses of the other .egions. Thus the
regional aspect of manpower planning should get adequate
attention aﬁ the hands of policy makers and the manpower
planning at the regional level should, in turn, supple=-

ment manpower planning at the national level.

9) Another important finding of the study is
that of the seven units in the north-east region of
Indiaz, Meghalaya seems to be the most developed state of
the region or at least it muat be developing relatively

much faster than the other states of the region, while

Assam and Mizoram occupy the Jjoint second position. This




claim is supported by ths fact that Meghalaya accounts
for almost 50/% of the total Jjobs avallgble in the region
during the period of the study. The suare of Meghalaya
1s more than twice as large as the job openings in Assam
and Mizoram respectively. However, the Assamese are the
most migration-prona people in the region. Almost 30%
of the total Assamese getting the jobs during the period
migratad outside the state whereas less than 3% of the
Meghalayans out-migrated in search of Jobs during the
same perilod. All the out~migrating Manipuris and
Tripuris get absorbed in Meghalaya while Mizos do not
show any tendency to migrate outside the State to get
Jobse. So far as people of other states are concerned,
they have not depicted any strong tendency for out-migrg-
tion. It mgy probably be because they still have not
felt tha pinch of unemployment as opportunities are
still available in their own state for meeting their

aspirations.

In conclusion, it may be pointed out that the
problem of educated unemployment cannot be solved merely
by introducing vocationgl education and delinking of

degrees from job. The problem seems more like the cage

of overall shortage of employment opportunities due maginly

to - sluggish economic growth and the steadily increasing

number of graduates produced by the educational
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institutions of the country. In the prevalling conditions,
mere vocationsglization of education and delinking of
degrees from Job will not solve the problem. It is most
probable that unemployed matriculates with general educa-
tion will get converted into unemployed matriculates with
vocational training or education and so on. What is,
therefore, needed to solve the problem in the presant
circumstances is to attain a more rapid rate of economic
growth sccompanied by improvement in the overall tech-
niques of production through an integrated and systematic
planning of education and manpower at the national level.
Increasing production and productivity alone will create
more Jjob opportunities to absorb the teaming millions of

our educated unemployed.



