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Unemployment in Border State – Punjab


Chapter 7

Border Risk and Rural Employment Search Behaviour 

Employment helps in the value-added process (income) by deploying the services of labour to harness the value-creation capabilities of natural resources and man-made resources. A part of the value thus created is paid back to labour as a reward for the services rendered. Obviously, it involves two players. Those that deploy the services of labour to create value – the demanders of labour services – and those that provide the labour services for a reward – the suppliers of labour services. Do the suppliers and demanders of labour services interact directly or through intermediaries?  In which situation, the interaction is dominantly direct? Do border risk influence employment search behaviour? 

The Chapter is organised into four sections. Section I analyses the theoretical foundations of labour market behaviour. Hypotheses are developed in Section II. The empirical results are analysed to assess the validity of the hypotheses in Section III. The policy recommendations are laid down in the last section, Section IV. 

7.1 Theoretical Foundations of Labour Market Behaviour

The act of employment may involve direct interaction between the suppliers of labour services and the buyers of labour services. The direct interaction may or may not involve a specialised screening device. Generally, a screening device is not required for casual employment though it is required for regular employment. For instance, no screening device is generally used for casual employment when non-skilled or semi-skilled workers are hired on daily-contract basis. In contrast, when employment is sought by skilled persons on regular basis, a time-consuming screening device gets involved; it requires proof of skills possessed (i.e. qualifications) through a formal application. In the event of large numbers seeking the few available jobs, a test and/or an interview may further supplement the screening device. A contract for employment is signed with the successful candidates only after establishing the authenticity of their qualifications from the issuing authorities.  Obviously, the process is slow and time-consuming. 

Alternatively, an intermediary agent or agency that acts as a link between the buyers and suppliers of labour services may help in the act of employment search. This they do by providing registration and placement services to the employers (buyers) and employment seekers (suppliers) and, in the process, they act as information banks on labour services. The intermediary agent may be a specialised agency in labour market in the private sector (such as Private Placement Agencies) or in the state sector (such as Employment Exchanges in India) or may be a well-connected influential person(s) who wields a lot of political power or have a lot of social capital. Apart from providing registration and placement services, these agencies may specialise in different industries, occupations, training facilities and fellowships. Even in this case, regular contractual jobs often require the time-consuming additional screening through a process of tests and interviews. Apart from the direct cost of submitting an application form, test and interview and fee for registration with employment agencies, there is an opportunity cost involved in waiting for a contractual job to materialise.  In other words, there exists a waiting cost, which rises with each time unit increase in the waiting period. 

Which of the two modes, direct or indirect, of employment search are likely to dominate the scene of an economy? It will depend upon the nature of labour market. When the labour market operates under perfect market conditions, i.e. there are a large number of buyers and suppliers of labour – a typical scenario that prevails in the plains of rural India; one would expect direct interaction mode to be the most prevalent. Alternatively, when labour market operates under imperfect conditions, i.e. there are a few (large) buyers of labour services but a large number of workers are willing to supply these services – a scenario which exists in cities, say in urban areas, one would expect intermediary agent mode to be the dominant mode. Between rural and urban areas, one would expect direct interaction mode to be the dominant mode in rural areas and intermediary agent mode to be the dominant mode in urban areas.

The capacity to bear additional cost of employment search is positively related with resource endowment level of the work-searcher’s family. Border risk is one factor that has adverse influence on family’s resource endowment level. The perceived intensity of border risk is most intense at the zero-border zone and decreases as one moves away from this zone. In fact, the resource endowment level of a rural representative family is inversely related with the distance of their village from the border1. 

The two propositions put together imply that relatively costly job search by unemployed workers through intermediary agents (which may also involve applications/tests/interviews) is expected to be positively related to the distance of the village of their residence from the border. Alternatively, when job search is relatively less costly as is in the case of direct interaction, the job search by unemployed workers is expected to be inversely related to the distance of the village of their residence from the border.

The act of work search may bring to the forefront specific traits (internal as well as external) of the unemployed individuals seeking wage work that render them unfit for certain sought-after jobs. While most of these traits are amenable to improvement, a few are not. Those traits that present no or limited scope for improvement are associated with the physical appearance, strength and vitality of the body. For instance, recruitment in defense services requires an individual to display a minimum level of height and an all-round physical fitness and mental alertness. Those who have a height below the minimum prescribed norm or have partial disability are, obviously, declared unfit for such jobs. Assuming the distribution of population in terms of such traits as height, ability etc. follows normal distribution, the weight of those that lie on the fringe of the normal curve, owing to below normal height or owing to disability of one or other form, is bound to be nominal. Assuming the population of unemployed workers is a replica of the population they represent, the weight of those that present traits that have no or limited scope for improvement in the unemployed population should be nominal. 

Similarly, job specifications in the formal and informal sectors prescribe a minimum level of education, and/or on the job training, and/or work experience, and/or a financial or an individual’s reliability guarantee from the employment seeker. Often, the vacant openings in these jobs are available at the lowest hierarchy of the job ladder i.e. they carry nominal wages. A lack of any of these traits makes the individual feel that he/she is unfit for these low paid, but sought after, jobs. Since these traits can be acquired to a large extent, these are within the full or partial control of the individuals. Those who posses the traits that can be acquired should, in the normal circumstances, account for a substantial share in the unemployed population. 

There is a caveat in the above rationale. It assumes the existence of sufficient work opportunities for the unemployed workers, i.e. the mismatch between the demand and supply of labour services is only temporary. There may be other possibilities. The structural parameters of the economy may create a situation where sufficient jobs fail to get created; a typical scenario is expected to be represented by a land-locked border belt where possibilities of direct international trade are politically unacceptable. For, apart from the inherent additional transport cost, a disadvantage suffered by such a border belt is owing to its location in a corner of the Nation, the regional production and its market suffers from perceived uncertainty associated with the militarily active border. Such an economic and political setting generates a low activity level equilibrium where a considerable degree of underemployment and even open unemployment should be in-built. In other words, it is hypothesized that border belt residents would suffer from open unemployment as well as under-employment scenario in the local market.

7.2   Hypotheses Formation

The following set of hypotheses, thus, emerges:

1. Rural labour market is likely to be dominated by the direct interaction mode of employment search.

2. The mode of employment search is sensitive to the degree of perceived border risks. The more is the degree of perceived risk the more is the dependence on the direct interaction mode of employment search and vice versa when it is through intermediary agents.

3. There prevails low economic activity level equilibrium in the border-belt. It manifests itself in unemployed persons presenting themselves in abundance at the local labour market for causal employment on daily-basis.

4. The mismatch between demand for labour services and supply of labour services is likely to be significant in case of acquired individual skills but is not so in the case of non-acquirable traits. 

7.3   Empirical Evidence  

7.3.1 The Data Setting 

The study has considered a household member as unemployed, if and only if, he/she has reported without any gainful work and is seeking employment in the labour market during the reference period (September-November, 2001). Accordingly, the households having at least one such unemployed person is said to be employment seeking households. 209 households out of 434 households (48.2 percent) have, accordingly, reported one or more members as unemployed who sought work. The total number of unemployed persons that sought work was 316. They constitute 18.1 percent workforce (1749) and 10.7 percent sampled household population (2938). Accordingly, every second rural household has an unemployed member, and every sixth rural worker and every tenth rural person reported to be unemployed and sought work in the labour market. 

Distribution of such unemployed persons across the border villages by distance criteria is presented in Table 7.1. The perusal of the data reveals that of the total unemployed persons, four-fifths of the persons (80.7 percent; 255) were actively seeking employment and another one-fifth (19.3 percent) were unemployed but did not make much efforts to get employment, mainly due to lethargic attitude, old age, below status work, etc. Thus, 255 unemployed persons has become active work seeking players in the labour market. Out of them, 18 unemployed workers (7.1 percent) did not respond to our query regarding job-market search behaviour (Table 7.1).

Between the wage and self-employment alternatives, self-employment option is considered by every eighth person (12.9 percent, 33). This implies that wage-employment (7 out of 8) is the most sought after mode of employment search. Of the 213 who opted for wage employment, majority remained silent to the query relating to the nature of work and location preference of work. Those who responded positively (21), three-fourths prefer manual work (76.2 percent, 16). Others (5) are willing to do any work. Half of them indicated such location preferences that will enable them to be daily commuters, i.e. local area (38.1 percent) or city precincts (9.1 percent). The remaining half (52.4 percent) is willing to work at any location, i.e. explore new locations.

The minimum per month expected and acceptable wages by a wage-worker is Rs. 2146. The wage expectations show a rising pattern as the base of the wage-worker changes from border-vicinity villages (Rs. 1982) to other-border villages (Rs. 2102) to non-border villages (Rs. 2146). In turn, this provides an indirect evidence of increasing paying capacity, which is associated with higher endowment levels, of residents of villages as their distance from the border increases.

7.3.2 The Employment Search Modes
As expected, the work search mode through the relatively costly intermediary agents is of negligible importance in the rural border-belt of Punjab. Only three of the 255 respondents approached them (1.3 percent) for help in getting employment. Private placement agents are conspicuously absent from the labour market scene (Table 7.1). Only one person (0.4 percent) is banking on the employment exchange service. The influential persons, an alternative intermediary mode, are resorted to by the remaining two persons (0.8 percent) to seek help in the job search. The unemployed rural workers of Ferozepur border district have, thus, either no awareness or faith in the service-providing role of the intermediary agents. This, in turn, hints towards the relative backwardness of rural labour market in the border district of Ferozepur.

The relatively cheap direct work search is almost the solo mode of employment search by unemployed rural border youth (Table 7.1). Of the two direct work search forms, daily-basis work search at labour market is the option availed by two-thirds of the unemployed workers (65.4 percent; 155 persons). The remaining one-third, search for a regular job through a time-consuming screening device that involves a formal application, test and/or interview and, often, authentication of qualifications from the issuing authority. 

Table 7.1: Market search behaviour of unemployed workers of rural households of Ferozepur border district surveyed arranged as per distance of villages from international border.
	       Market Search Variables
	Zero-border Villages
	Near-border Villages
	Border-vicinity Villages
	Other-border Villages
	Non-border Villages
	All Villages

	Employment seeking households
	49
	59
	108
	62
	39
	209

	Percentage share out of total households
	46.7
	64.8
	55.1
	41.3
	44.3
	48.2

	Unemployed persons seeking employment 
	75
	76
	151
	108
	57
	316

	Percentage share out of total population
	10.0
	13.7
	11.6
	10.5
	9.4
	10.7

	Passively seeking employment
	12
	9
	21
	33
	7
	61

	
	16.0
	11.8
	13.9
	30.6
	12.3
	19.3

	Actively seeking employment
	63
	67
	130
	75
	50
	255

	
	84.0
	88.2
	86.1
	69.4
	87.7
	80.7

	Efforts made to seek work

	Total respondents
	63
	67
	130
	75
	50
	255

	No-response respondents
	6
	5
	11
	5
	2
	18

	
	9.5
	7.5
	8.5
	6.7
	4.0
	7.1

	Direct work search

	Attendance at labour market, say  labour Chowk 
	44
	44
	88
	45
	22
	155

	
	77.2
	71.0
	73.9
	64.3
	45.8
	65.4

	Applied, appeared in test, or interview 
	9
	15
	24
	16
	22
	62

	
	15.8
	24.2
	20.2
	22.9
	45.8
	26.2

	Total direct work search respondents
	53
	59
	112
	61
	44
	217

	
	93.0
	95.2
	94.1
	87.1
	91.7
	91.6

	Work search through intermediary agents

	Registered with employment exchange 
	0
	0
	0
	1
	0
	1

	
	0.0
	0.0
	0.0
	1.4
	0.0
	0.4

	Registered with private placement agencies 
	0
	0
	0
	0
	0
	0

	
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0

	Requested influential persons  
	0
	0
	0
	2
	0
	2

	
	0.0
	0.0
	0.0
	2.9
	0.0
	0.8

	Total intermediary agents’ through work search respondents 
	0
	0
	0
	3
	0
	3

	
	0.0
	0.0
	0.0
	4.3
	0.0
	1.3

	Waiting time interval during work search

	From 1 to 3 months  
	3
	0
	3
	2
	3
	8

	
	5.3
	0.0
	2.5
	2.9
	6.3
	3.4

	From 3 to 6 months 
	1
	2
	3
	3
	0
	6

	
	1.8
	3.2
	2.5
	4.3
	0.0
	2.5

	Above 2 months at other places
	0
	1
	1
	1
	1
	3

	
	0.0
	1.6
	0.8
	1.4
	2.1
	1.3

	Total waiting time interval reporting respondents
	4
	3
	7
	6
	4
	17

	
	7.0
	4.8
	5.9
	8.6
	8.3
	7.2


..........Figures below the dotted lines are respective cell percentages.

Note: Depending on the distance from the international border, border villages have been classified into zero-border villages (up to 2 Km.), near-border villages (2-6 Km.), border-vicinity villages (up to 6 Km.), other-border villages (6-16 Km.) and non-border villages (beyond 16 Km. but within the district).

As expected, both the direct work search forms are sensitive to border distance. The declining ratio of unemployed workers who actively seek work on daily-basis as we move from border-vicinity villages (73.9 percent) to other-border villages (64.3 percent) to non-border villages (45.8 percent) corroborates our hypothesis of inverse relation between the distance of the village from the border and daily-basis work search mode (Table 7.1). The increasing weight of unemployed workers who actively seek regular work through applications/ tests/ interviews as we move from border-vicinity villages (20.2 percent) to other-border villages (22.9 percent) to non-border villages (45.8 percent) lends support to our hypothesis of positive relation between the distance of the village from the border and regular work search.  

7.3.3 The Employment Search Problems
Of 255 unemployed actively work-seeking workers, 240 unemployed workers (94.1 percent) elucidated the problems encountered in their search for work. Of them, 164 (68.3 percent) reported non-availability of work in the local market (Table 7.2). The remaining (76; 31.7 percent) failed to get employment due to individual specific limitations vis-à-vis job requirements. In other words, while about one-third of the work-seekers are unemployed due to the temporary mismatch between the demand for and supply of labour services, about two-thirds are unemployed due to low activity level equilibrium caused by structural factors emanating from economic and political environment. These results thus corroborate our hypothesis. 

Of 76 active work-seekers who encountered mismatch problem between job requirements and their individual traits, only 5 (6.6 percent) reported deficiencies in their physical traits that are not amenable to cure e.g. short height than that specified for the job, partial physical disability, etc. The remaining 71 (93.4 percent), as expected, reported deficiencies where improvement is permissible. 

Of 71 work-seekers who reported individual deficiencies that can be rectified with additional support and effort, about half (51.3 percent; 39) identified these as lack of influence, about one-fifth (18.4 percent; 14) as lack of information or partial information about vacant positions, about one-tenth (10.5 percent; 8) as lack of experience and about one-twentieth (6.6 percent; 5) as low level of education or lack of financial resources. None of the actively work-seekers reported that the available work opportunity was not accepted due to its socially unacceptable status (Table 7.2).

The nature and pattern of problems encountered by work-seekers is broadly similar across rural border belt of Ferozepur district. However, the border sensitivity of work-seekers is discernible primarily owing to lack of flow of information as one zeros towards the international border (Table 7.2). Note: the declining share of lack of information reporting work-seekers as one move from border-vicinity villages (33.3 percent) to other-border villages (13.6 percent) to non-border villages (4.2 percent). Consequently, the share of those who reported non-availability of work in the local market among work-seekers increases as one move from non-border villages (51.0 percent) to other-border villages (69 percent) to border-vicinity villages (75 percent). 

Table 7.2: Problems encountered to seek work by unemployed workers of rural households of Ferozepur border district as per distance of villages from international border  

	Problems Encountered to Seek Work
	Zero-border Villages
	Near-border Villages
	Border-vicinity Villages
	Other-border Villages
	Non-border Villages
	All Villages

	Problems encountered to seek work

	Total respondents
	63
	67
	130
	75
	50
	255

	No-response respondents
	7
	3
	10
	4
	1
	15

	
	11.1
	4.5
	7.7
	5.3
	2.0
	5.9

	Positive-response respondents
	56
	64
	120
	71
	49
	240

	
	88.9
	95.5
	92.3
	94.7
	98.0
	94.1

	
	100.0
	100.0
	100.0
	100.0
	100.0
	100.0

	Specific Individual Job related Traits

	Total cases of individual job related specific traits
	9
	21
	30
	22
	24
	76

	
	16.1
	32.8
	25.0
	31.0
	49.0
	31.7

	Cases where improvement in traits is less permissible
	1
	1
	2
	2
	1
	5

	
	11.1
	4.8
	6.7
	9.1
	4.2
	6.6

	Improvement Permissible Traits

	Lack of influence 
	2
	12
	14
	10
	15
	39

	
	22.2
	57.1
	46.7
	45.5
	62.5
	51.3

	Lack of information 
	3
	7
	10
	3
	1
	14

	
	33.3
	33.3
	33.3
	13.6
	4.2
	18.4

	Lack of experience 
	1
	1
	2
	3
	3
	8

	
	11.1
	4.8
	6.7
	13.6
	12.5
	10.5

	Low education level 
	0
	0
	0
	2
	3
	5

	
	0.0
	0.0
	0.0
	9.1
	12.5
	6.6

	Lack of financial resources 
	2
	0
	2
	2
	1
	5

	
	22.2
	0.0
	6.7
	9.1
	4.2
	6.6

	Work available below socially determined mind-set status 
	0
	0
	0
	0
	0
	0

	
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0

	Total improvement permissible traits reporting respondents
	8
	20
	28
	20
	23
	71

	
	88.9
	95.2
	93.3
	90.9
	95.8
	93.4

	General Traits

	Non-availability of work in the local market reporting respondents
	47
	43
	90
	49
	25
	164

	
	83.9
	67.2
	75.0
	69.0
	51.0
	68.3


-- 
Figures below the dotted lines are respective cell percentages.

Note:  Depending on the distance from the international border, border villages have been classified into zero-border villages (up to 2 Km.), near-border villages (2-6 Km.), border-vicinity villages (up to 6 Km.), other-border villages (6-16 Km.) and non-border villages (beyond 16 Km. but within the district).
7.4 Policy Import 

The preceding analysis reveals that unemployment rate in the rural border-belt of Indian Punjab is, as expected, quite high. Every tenth rural person or every sixth worker and every second rural household is under the influence of unemployment. Obviously, it adversely influences their levels of resource endowment as well as the standard of living. 

The two-digit range unemployment rate is partly attributable to the mismatch formulation but mainly to structural factors that manifest in low activity level equilibrium. The minimisation of the adverse effects of such a mismatch between supply and demand for labour services requires strengthening of such social infrastructure as educational and training institutions in rural areas. Similarly, the minimisation of the adverse effects of low activity level equilibrium requires injection of new activities into the system. To create substantial value-addition (income) possibilities, the new activity set should be such that involves substantial value creation possibilities at primary, secondary and tertiary production stages. 

This may take the form of diversification of rural activity set. But, it is easier said than achieved. Otherwise, Punjab economy, which has diversification of rural economy on its agenda for over two decades, might have not been where it is now. The success of such an initiative demands a lot of vision, political will power and drive on the part of political leadership, particularly to counter the resistance from the prosperous vested interest groups created by the existing system.

The new initiatives may broadly be conceived in terms of their inter-temporal influence, namely short-term, medium-term and long-term. The short-term measures must aim at re-establishing the credibility of the system that has got eroded overtime. The message must go that before the laws, irrespective of the social, economic or political position held by the individual, all are equal. The deviants must get the due punishment in the shortest possible time - the key to success of this drive. (At present, they are often rewarded for their deviant acts.) The developed world enjoys such a system. Why does not Punjab/India move towards this goal which is well enshrined in our Constitution? The transparent governance is, thus, the pre-requisite towards the attainment of positive vision of society. This is the only key to improve state finances.

The medium-term measures must aim at strengthening the existing social infrastructure so as to enhance its reliability (in the first round) and accessibility (in the second round). In the labour market, it will help to minimise the mismatch problem. This will create an environment that will encourage the application of existing knowledge for human betterment. Also, it will help to break the barriers of low-level activity equilibrium web in which the border economy of Punjab is caught.

The long-term measures must aim at developing the research base through enhancing the research and development (R & D) in the state, which are aimed at conquering the natural barriers and applying the knowledge for the betterment of humanity.

