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DEMOGRAPHIC PROFILE – OPPORTUNITY OR THREAT 
 

The 4 factors of production are land, labor, capital and entrepreneur. India occupies 2.4% 

of the world’s total land area. Its land usage is skewed due to the massive population. 

India has constraints of capital and has to compromise in resource allocation. We have 

been a nation of frugal innovators and some of the world’s largest industries, but the point 

of contention in India is with labor. India houses 17.5% of the total world population. Of 

total population, 58.70% fall in the working age group. We will study how this excellent 

demographic dividend can be an opportunity for India. 

 

India has a young population owing to the population boom of the 1900s. Thus, India is 

well placed in an increasingly aging world. India has 46.6% of its population below 24 

years. The median age of an Indian is 27 years. India’s labor force (number of 

economically active people above the age of 15 years both employed and unemployed) 

is 2nd only to China. Every year, around 12 million people join the labor force in India. 

68.86% of the Indian population reside in rural areas. The adult literacy rate of India 

stands at 74.04%, which is much below the world average of around 84%. This is one 

major challenge for India.1 

 

To understand the true essence of India’s demographic advantage, we look at the 

antipodal relationship of demand-supply of the young Indian population. We look into the 

current labor supply shortcomings of India as well as the consumption-saving patterns of 

the Indian youth. The major obstacle to a productive population is the skill gap that exists 

between the demand of the industry and the supply of the education system. The average 

young Indian is becoming a major consumer in the economy, all the while showing a 

positive trend towards productive savings which will act as a fuel for the economy in the 

coming years. 

 

																																																								
1	http://www.censusindia.gov.in/2011census/population_enumeration.html	
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International Comparison2 

 

Particulars China India Europe Japan 

Population 1,35,56,92,576 1,23,63,44,631 51,14,34,812 12,71,03,388 

 

 

 

Age structure 

0-14 17.10% 28.50% 15.40% 13.20% 

15-24 14.70% 18.10% 11.20% 9.70% 

25-54 47.20% 40.60% 42.10% 38.10% 

55-64 11.30% 7% 12.70% 13.20% 

65+ 9.60% 5.80% 18.50% 25.80% 

 

Median age 

Total 36.7 27 42.2 46.1 

Male 35.8 26.4 - 44.8 

Female 37.5 27.7 - 47.5 

Population growth-

rate (YoY) 

0.44% 1.25% 0.22% -0.13% 

Life 

expectancy at 

birth 

Total 75.15 67.8 80.02 84.46 

Male 73.09 66.68 77.19 81.13 

Female 77.43 69.06 83.01 87.99 

Total fertility rate 1.55 2.51 1.6 1.4 

-as per data collected in 2014 

 

  

																																																								
2	https://www.cia.gov/library/publications/the-world-factbook/	
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Although India has a better demographic dividend than other countries, it does not have 

skilled labor as other countries have.  Our country faces a dual challenge of paucity of 

highly trained workforce, as well as non-employability of large sections of the educated 

youth, who possess little or no job skills. Ministry for Skill Development and 

Entrepreneurship has been set up in November 2014 to give fresh impetus to the ‘Skill 

India’ agenda and help create an appropriate ecosystem that facilitates imparting 

employable skills to its growing workforce over the next few decades. Apart from meeting 

its own demand, India has the potential to provide skilled workforce to fill the expected 

shortfall in the ageing developed world. By 2022, 109.73 million additional skilled 

manpower will be required across 24 key sectors. India, however, has a big challenge 

ahead as it is estimated that only 4.69% of the total workforce in India has undergone 

formal skill training as compared to 68% in UK, 75% in Germany, 52% in USA, 80% in 

Japan and 96% in South Korea. While the debate on the exact quantum of the challenge 

continues, there is no disputing the fact that it is indeed a challenge of formidable 

proportion.3 

 

To support the high demographic dividend of India, the requirements of human resource 

in different sectors has been showing an incremental trend over the decade, but the 

paradigm of specialization is hurting the industries as entry-level employees show major 

skill gaps and practical know-how of the respective sectors. Training programs and 

orientation processes are major costs borne by corporates which puts major questions 

on the education and training system of the country. The huge increase in managerial 

positions has also shown new needs for soft skill development programs for developing 

interpersonal, communication, ethical, negotiation, dispute management, etc. skills.   

 
Agricultural sector requires skill development in areas of operating and maintenance of 

farm machinery. A discipline to organize the highly unorganized agricultural sector should 

be incorporated to make the ‘production to distribution’ process more efficient by providing 

farm related training to the unemployed youth in rural areas. In Banking and NBFC, 

																																																								
3	http://www.skilldevelopment.gov.in 
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transaction processing, credit appraisals, evaluation of loans and relationship building 

has been a major skill gap in entry-level employees. Mechanization and prefabricated 

structures are expediting the processes for financial and ergonomic efficiency in 

Infrastructure sector. Shifting from ‘sales’ to ‘lease-rental space’ models have created 

a need for more management services and semi-skilled workforce. Education sector 
has a severe talent demand- supply mismatch, i.e. lack of interest in joining the teaching 

profession, combined with a mushrooming demand for teachers. Supply of teaching 

faculty is expected to fall due to the long gestation period of PhD programs (4-5 years). 

Faculty needs to get re-skilled in technology-oriented pedagogy. The Healthcare 
industry has a new sub-sector of technicians who require specialized programs for 

training in medical procedures, ergonomics, data correlation and personal care practices. 

IT sector employees around 12 million. A large number of graduates are not skilled for 

new, complex procedures and require skill-based training despite a huge talent pool. 

Simple skills like MS-Office proficiency, and complex procedures like Data 

Reconfiguration and Statistical Analysis and Modelling are becoming subjects of training 

programs for entry-level employees. Soft skills like communication skills, interpersonal 

skills are the key criteria for employability for both entry level and middle level jobs in the 

Retail Sector. Telecommunication sector employs over 2.08 million employees with an 

estimated creation of ~2.1 million jobs in the nine-year period. For entry-level engineers, 

training programs for company-specific procedures are designed. 4 

 

The problem of skill gaps in the industry has been compounded by the Mahatma Gandhi 

National Rural Employment Guarantee Act (MGNREGA) which, despite providing 

employments, adds no value to the skill-pool of the laborers. Today, the world and India 

need skilled workforce. If we have to promote the development of our country, then our 

mission should be Skill Development. Indian youth should acquire specialized skills in 

their education which attributes their competencies. Its population pyramid is expected to 

bulge across the 15-59 age group over the next decade. In coming 20 years, the labor-

force in the world is expected to decline by 4%, while Indian labor-force will increase by 

																																																								
4	http://www.ibef.org	
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32%. This poses a formidable challenge and a huge opportunity. To capitalize on this, the 

workforce will need to be mapped through recognition of existing skills and then provided 

with necessary skilling, re-skilling and up-skilling to increase productivity and provide a 

livelihood. 

 

One of the major challenges in the country today is the perception of skilling, which is 

viewed as the last option meant for those who have not gone through formal academic 

system. Conventional paradigms show a paradox wherein one’s status is defined by the 

work he has done for him instead of doing it himself. This can also be attributed to 

primeval ethos which compartmentalized the skilling landscape for several years. This 

legacy has no moral, ethical and constitutional sanction in free India. The proclivity of 

large sections of industry, especially in the MSME sector, to treat skilled and unskilled 

persons at par, thereby depriving skilling of any meaningful economic incentive. 

 

As a result, most vocational training programs are not aligned with the requirements of 

the industry. A piquant situation exists in the country wherein unemployment continues to 

coexist with lack of requisite number of skilled people to fill the industry. Various grant-

based, free-training programs available today have limitations on quality and 

employability. Students undergoing training for free attach little value to training whereas 

providers focus on increasing their numbers rather than quality of training. Despite 

concrete timelines mentioned in the NSQF (National Skills Qualifications Framework) 

notification, the process of alignment of courses/qualifications with NSQF has been tardy. 

Efforts in the skill landscape have been largely devoid of employer linkages until the last 

few years. This has created gaps in terms of sectorial need and availability, competency 

required by employer and those possessed by a trainee etc. Placement of trainees has 

consequently suffered. Industry has started defining their skills requirements, and training 

methodology in terms of increased remuneration to skilled workers. This is necessary to 

create economic incentive for skilling, and for industry to realize the productivity gains 

linked with skilled manpower. 

 

  



	 6	

Now, we study the relation between the demographic profile of India and the demand of 

the economy. This study was done with the help of data collected from a sample of 218 

respondents (earning individuals) between the age-group of 20-40 years.  

 

The findings infer that the Average Propensity to Consume (APC=Consumption/Income) 

of the sample is 0.45. This implies that for every Re.1 earned, an individual spends 45 

paise.  The individual break-up of APC for the age-group of 20-30 years and 30-40 years 

is 0.62 and 0.35 respectively. Comparing the APC with the current population composition 

of India, we see that 46.6% of the Indian population spends 62% of their income for 

consumption which will lead to growth via the multiplier effect. Moreover, the population 

between the age-group of 20-30 years is likely to form a larger portion of the total 

population by the year 2020. Thus, the Indian economy will see higher growth via the 

multiplier effect, provided the APC trend continues. 

 

The APC in the age-group of 30-40 is comparatively lower than that of the age-group of 

20-30 years. This is because it is during this stage of life, that need for future planning 

and savings arises. Even though, the APC in this age-group is lower, the Average 

Propensity of Productive Savings (APPS) stands at 0.42 i.e. Investments and Bank 

Deposits. Thus, to conclude the research, the young population is contributing more to 

the nation’s growth as compared to the ageing population either by way of direct 

consumption or productive savings. This is contradictory to the traditional paradigms of 

unproductive savings i.e. cash. 
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To reap this demographic dividend, which is expected to last for next 25 years, India 

needs to equip its workforce with employable skills and knowledge to empower them to 

contribute to the economy. This can be done by the way of establishing Vocational training 

institutes just like the IIM’s and IIT’s. Vocational training institutes should not only provide 

quantitative facilities for knowledge but should equally conduct the task of raising the 

practicality of knowledge. 

 

India needs to work towards ‘productive population’ wherein investments should be made 

in diversified and underdeveloped sectors like tourism and liberal arts which are posing 

as attractive prospects for the new culture prevailing in the youth of the country.  

 

India has the majority of its population in rural areas with substandard living conditions. 

This hampers growth and productivity of individuals alongside the scarcity of sustained 

job opportunities in rural areas. This is a major concern and should be tackled with 

concern and rigor to bring them in to the labor-force of the country.  

 

On an aggregate, the young population should be given a higher wage for their work as 

our research shows that they either consume or make investments at a higher degree. 

Thereby, the higher wage given by the corporates would be recovered by them indirectly 

by increasing sales of their products or investment in their shares. 

 

Just as India has a compulsory primary education policy, there should be a policy whereby 

people educated beyond a certain threshold/qualification should work for a minimum 

number of days. Supporting this policy, it should be made compulsory for the corporates, 

based on their area of operations and their valuation, to employ certain percent of the 

unemployed labor for a minimum number of days.  

 
--END OF ESSAY-- 

WORD COUNT: 1990 words. 
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