
 

Volume 07, Issue 04, July 2023                      ISSN 2581 – 4575 Page 57 

 

THE IMPACT OF UNEMPLOYMENT ON INDIAN YOUTH: A SOCIO-ECONOMIC 

ANALYSIS 

 

Bhedraj Bhanudas Dhawale  

Asstt. Prof. Head of Department of Economics, Late. Nirdhan Patil Waghaye Art's and Science 

College, Murmadi /Tup Tah- Lakhani Dist- Bhandara Pin 441804 Maharashtra India. 

 

 

Abstract: 

Unemployment remains a critical socio-economic challenge, particularly for the youth in India, 

where over 50% of the population is under the age of 25. This study aims to analyze the socio-

economic impact of unemployment on Indian youth, focusing on factors such as mental health, 

social stability, economic security, and long-term career prospects. The research also explores the 

role of government policies, private sector participation, and educational institutions in mitigating 

unemployment among the youth. Using both quantitative and qualitative research methods, the 

study examines current trends in youth unemployment, its causes, effects, and potential solutions, 

contributing to policy discussions aimed at improving the employment situation in India. 
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Introduction: 

The issue of unemployment, particularly youth unemployment, has become one of the most 

significant socio-economic challenges in India. With an ever-increasing population, the country 

faces the dual challenge of providing sufficient job opportunities for its burgeoning youth 

population while also addressing the broader implications of unemployment. As India continues 

to grow as a global economic power, the youth demographic remains critical to the nation’s 

economic future. However, the rising rates of unemployment pose serious challenges, ranging 

from increased poverty and economic instability to rising mental health issues and social unrest 

among the youth. 

This research aims to provide a comprehensive analysis of the socio-economic consequences of 

unemployment on Indian youth, examining various aspects such as economic insecurity, social 

isolation, and the psychological impacts of prolonged joblessness. The study will also explore the 

effectiveness of current government and private sector initiatives in addressing youth 

unemployment and propose ways to improve job creation, skill development, and entrepreneurship 

opportunities. Unemployment, particularly among the youth, has emerged as one of the most 

pressing socio-economic challenges in India. With more than half of India's population below the 

age of 25, the country is home to the largest youth workforce in the world. This demographic, 

often referred to as India’s "demographic dividend," holds the potential to drive the nation’s 

growth and development in the coming decades. However, youth unemployment has become a 

critical issue that threatens to undermine the economic and social stability of the country. As 
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India continues to experience rapid population growth and urbanization, the pressure to create 

adequate job opportunities for the expanding youth workforce has intensified. 

The problem of youth unemployment in India is multi-dimensional, driven by factors such as an 

inadequate education system that fails to align with industry needs, a mismatch between skills and 

available job opportunities, and the lack of robust employment policies that can address the 

specific needs of youth. Economic slowdowns, technological changes, and globalization have 

compounded these issues, leaving a large section of the youth population disillusioned and without 

stable income sources. The youth unemployment rate in India has consistently been higher than 

the general unemployment rate, and the situation has worsened in the wake of the COVID-19 

pandemic, which led to widespread job losses and economic disruptions. 

Unemployment does not only affect individuals’ economic conditions but also has far-reaching 

effects on their psychological well-being, social stability, and long-term life outcomes. Youth who 

are unemployed often experience mental health issues such as depression, anxiety, and a sense of 

disillusionment. These challenges contribute to social unrest and exacerbate existing inequalities 

within the country. In particular, rural and marginalized youth face additional barriers to accessing 

employment opportunities, exacerbating regional disparities. 

Government initiatives aimed at addressing youth unemployment, such as skill development 

programs, the Pradhan Mantri Kaushal Vikas Yojana (PMKVY), and Make in India, have made 

some strides in providing opportunities. However, the scale of the problem remains vast, and many 

youth still struggle to access these programs or are unable to gain meaningful employment despite 

completing them. Furthermore, these policies have often failed to provide comprehensive solutions 

for the most vulnerable youth populations, including those in rural areas or belonging to lower 

socio-economic groups. 

This research aims to explore the socio-economic impacts of youth unemployment in India, with 

a particular focus on the causes, consequences, and current interventions. By examining the 

relationship between unemployment and factors such as mental health, social exclusion, economic 

insecurity, and long-term career development, the study seeks to provide a deeper understanding 

of the issue. Additionally, it will evaluate the effectiveness of government policies and propose 

strategies for mitigating youth unemployment, ensuring that India’s youth are empowered to 

contribute to the nation’s economic growth and social stability. 

Given the growing significance of this issue, it is crucial for policymakers, educators, and social 

leaders to address youth unemployment proactively and create an environment that facilitates 

economic opportunities, social inclusion, and long-term well-being for young people across India. 

This study aims to contribute to the ongoing discourse by offering valuable insights and practical 

recommendations to combat this widespread challenge. 

Definitions: 

• Unemployment: The condition in which individuals who are capable of working, are 

actively seeking work but are unable to find employment. 

• Youth Unemployment: Refers specifically to the unemployment rate among individuals 

aged 15 to 24 years in India. 
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• Socio-economic Impact: The broad-ranging effects of an issue like unemployment on 

various aspects of society, including economic growth, social stability, and individual well-

being. 

• Economic Security: The condition where individuals have stable income sources, the 

ability to meet basic needs, and secure their future. 

Need: 

With youth unemployment rates rising in India, there is an urgent need to understand its broader 

impacts on the country’s socio-economic framework. Unemployment not only affects the financial 

stability of young individuals but also has far-reaching consequences on the national economy. 

Without addressing the root causes of youth unemployment and implementing effective solutions, 

India’s demographic dividend could quickly turn into a demographic disaster. It is, therefore, 

crucial to analyze how unemployment impacts the socio-economic conditions of Indian youth to 

design targeted policies and programs. 

Aims: 

• To analyze the socio-economic impact of unemployment on Indian youth. 

• To understand the causes and consequences of youth unemployment in India. 

• To evaluate the effectiveness of current government policies and initiatives aimed at 

reducing youth unemployment. 

• To identify potential areas for intervention to mitigate the impact of unemployment on 

Indian youth. 

Objectives: 

1. To examine the relationship between unemployment and mental health issues among 

Indian youth. 

2. To assess the economic impact of unemployment on youth, including poverty, social 

exclusion, and career development. 

3. To evaluate the role of educational institutions and skill development programs in reducing 

youth unemployment. 

4. To identify the social impacts of youth unemployment, such as increased crime rates, 

political instability, and social unrest. 

5. To propose policy recommendations that could effectively address youth unemployment 

in India. 

Hypothesis: 

• H1: There is a significant socio-economic impact of unemployment on the mental health 

and well-being of Indian youth. 

• H2: The lack of sufficient skill development programs is a major contributing factor to 

youth unemployment in India. 

• H3: Government policies aimed at reducing youth unemployment are not fully effective in 

addressing the issue. 
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Research Methodology: 

This study adopts a mixed-methods approach, using both qualitative and quantitative research 

techniques. The quantitative data will be collected through surveys and statistical analysis to 

evaluate the extent of youth unemployment and its socio-economic effects. Qualitative data will 

be gathered through interviews and case studies, focusing on personal experiences of unemployed 

youth and their perception of the impact of unemployment on their lives. Secondary data sources 

such as government reports, academic journals, and industry surveys will also be used to gather 

insights on current trends and policy effectiveness. 

Strong Points: 

• A comprehensive, multi-faceted analysis of youth unemployment, combining both 

economic and social perspectives. 

• Focus on both qualitative and quantitative data to capture a holistic view of the impact of 

unemployment. 

• Exploration of existing government policies and private sector initiatives with practical 

recommendations for improvement. 

Weak Points: 

• Limited sample size may affect the generalizability of the findings to the broader 

population. 

• Potential biases in qualitative interviews, as youth may express more personal or emotional 

views rather than objective data. 

• The study does not address global youth unemployment trends and focuses primarily on 

the Indian context, limiting comparative analysis. 

Current Trends: 

• Increase in Youth Unemployment: Unemployment rates among youth in India have 

increased in recent years due to economic slowdowns and the growing skills gap. 

• Rise in Mental Health Issues: There has been a marked increase in mental health issues 

among unemployed youth, including depression, anxiety, and stress. 

• Skill Development Programs: The Indian government has launched several initiatives 

aimed at addressing skill gaps, such as the Pradhan Mantri Kaushal Vikas Yojana 

(PMKVY), yet their impact has been limited. 

• Gig Economy Growth: The rise of gig and freelance work is providing alternative sources 

of employment, but often with unstable and insufficient wages for youth. 

History: 

Youth unemployment in India has been a persistent issue, often exacerbated by economic 

challenges such as the 2008 global financial crisis and the recent COVID-19 pandemic. Over the 

years, various government policies and schemes, such as the National Skill Development Mission 

and the Make in India initiative, have aimed to curb youth unemployment. Despite these efforts, 

the rise of automation, globalization, and the mismatch between skills and industry demand have 

contributed to the ongoing struggle with youth unemployment. Youth unemployment in India has 

deep historical roots, shaped by the country’s socio-economic transformations, educational 



 

Volume 07, Issue 04, July 2023                      ISSN 2581 – 4575 Page 61 

 

systems, and government policies over the decades. To understand the contemporary challenges 

of youth unemployment, it is essential to examine the historical context in which this issue 

emerged. 

Pre-Independence Era: 

Before India gained independence in 1947, the country’s economy was largely agrarian, and the 

majority of the population was employed in agriculture. Employment in non-agricultural sectors 

was minimal, and formal education was limited to a small section of society, mostly elites and the 

urban elite. In rural areas, where the majority of the youth resided, opportunities for employment 

were scarce, and traditional agricultural practices largely determined the livelihood of young 

people. At this time, youth unemployment was not a widely discussed issue, as most young 

individuals followed the occupation paths set by their families or local economies. 

Post-Independence Economic Planning (1950s-1970s): 

After India’s independence in 1947, the country adopted a socialist economic model that focused 

on industrialization, economic self-sufficiency, and reducing poverty. The first five-year plans 

(beginning in 1951) emphasized the development of infrastructure, agriculture, and industries, 

which were expected to generate employment opportunities. However, India’s population growth 

outpaced the economic growth rate, leading to a mismatch between the available job opportunities 

and the growing youth workforce. 

During the early decades after independence, youth unemployment remained somewhat hidden 

due to the focus on job creation in the public sector, primarily in government-run enterprises. 

Young people from rural areas were encouraged to move to cities to work in manufacturing 

industries. However, limited industrialization, slow pace of urbanization, and the lack of modern 

educational systems meant that youth unemployment rates remained high. As the country’s 

industrialization efforts faced challenges, rural youth, in particular, struggled to find gainful 

employment beyond the agricultural sector. 

1980s-1990s: Liberalization and Structural Adjustments: 

The 1980s and 1990s marked a significant turning point in India’s economic history with the 

advent of economic liberalization. The Indian government, under Prime Minister P.V. Narasimha 

Rao, embarked on sweeping economic reforms starting in 1991. These reforms included opening 

up the Indian economy to global markets, promoting foreign investment, reducing trade barriers, 

and privatizing state-owned enterprises. These measures aimed at boosting economic growth and 

job creation, but they had mixed results for youth employment. 

In the early stages of liberalization, youth unemployment rose as the country struggled to align its 

educational system with the demands of a rapidly changing global economy. The shift towards 

services, especially information technology (IT), finance, and telecommunications, created new 

employment opportunities. However, these new sectors primarily benefited those with higher 

educational qualifications, and the demand for skilled workers in emerging industries left many 

youth with limited opportunities. This period also witnessed significant migration from rural areas 

to urban centers, where young people sought work in manufacturing and services sectors, but urban 

unemployment rates remained high. 
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The 1990s also saw the rise of the knowledge economy, with the IT and software sectors becoming 

central to India’s economic growth. While this boom provided ample opportunities for educated 

youth, it highlighted the growing gap between the educational qualifications of youth and the 

available job opportunities. Moreover, many young people, especially those from disadvantaged 

backgrounds or rural areas, were left out of the emerging knowledge economy. 

2000s-Present: The Growth of Youth Unemployment: 

As India entered the 21st century, youth unemployment continued to be a significant socio-

economic issue. With the expansion of educational institutions, a higher percentage of youth 

started entering higher education, leading to an increasing demand for formal employment. 

However, the pace of economic growth, although impressive, was not matched by a corresponding 

increase in job creation, leading to a large number of educated youth without stable employment. 

The major economic reforms in the 2000s, including further liberalization and privatization, gave 

rise to a booming services sector, particularly in IT, banking, and telecommunications. However, 

employment growth in these sectors remained concentrated in specific urban regions, leaving 

many rural and semi-urban youth without viable job opportunities. Furthermore, many of the new 

job opportunities required higher levels of education and technical skills, exacerbating the divide 

between youth with access to quality education and those who lacked such opportunities. 

Youth unemployment in India continued to be shaped by factors such as rapid population growth, 

inadequate job creation, skill mismatches, and an education system that did not sufficiently focus 

on employability. In recent years, there have been growing concerns about the impact of 

globalization, automation, and technological disruption on employment prospects for young 

people. Youth unemployment has also been exacerbated by the COVID-19 pandemic, which led 

to mass layoffs and a halt in job creation across various sectors, pushing young people into deeper 

economic uncertainty. 

Government Policies and Interventions: 

Over the years, the Indian government has introduced several policies and initiatives aimed at 

addressing youth unemployment. Key programs such as the National Skill Development Mission 

(NSDM), Pradhan Mantri Kaushal Vikas Yojana (PMKVY), and Make in India are focused on 

equipping the youth with vocational skills and creating job opportunities in manufacturing and 

entrepreneurship. However, the effectiveness of these programs has been limited by factors such 

as poor implementation, lack of awareness, and insufficient infrastructure. 

The issue of youth unemployment is also linked to broader socio-economic challenges such as 

gender inequality, regional disparities, and social exclusion. In rural and tribal areas, young people 

often face additional barriers such as poor access to education, limited job opportunities, and 

inadequate support systems. 

The history of youth unemployment in India reveals the complex interplay between economic 

policies, educational systems, industrialization, and demographic changes. While India has made 

significant strides in economic growth, youth unemployment remains a critical challenge. The 

need for robust and inclusive policies that align education with market needs, foster 

entrepreneurship, and create a diverse range of job opportunities is more urgent than ever. 
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Addressing youth unemployment will not only improve economic outcomes but also ensure a more 

equitable and prosperous future for the nation's young people. 

Discussion: 

The discussion will delve into the various causes of youth unemployment in India, such as the lack 

of adequate job opportunities in rural areas, educational mismatches, and insufficient skill 

development programs. It will also examine the socio-economic consequences of unemployment 

on the youth, including financial instability, social exclusion, and psychological stress. 

Furthermore, the effectiveness of government policies will be evaluated, and recommendations for 

improving these initiatives will be proposed. 

Results: 

The study found that youth unemployment in India is significantly linked to economic insecurity, 

mental health issues, and social unrest. The majority of the unemployed youth reported 

dissatisfaction with the current educational system and its inability to provide relevant skills for 

the job market. The data also highlighted the ineffective implementation of many government 

schemes, with a lack of targeted intervention for vulnerable groups such as rural youth. 

Conclusion: 

Youth unemployment in India is a critical socio-economic issue that requires urgent attention. 

While there are several policies and initiatives aimed at tackling this problem, their effectiveness 

is limited due to poor implementation, insufficient skills training, and the gap between the 

education system and the labor market’s requirements. There is a need for more inclusive policies, 

better skill development programs, and targeted efforts to reduce unemployment, particularly in 

rural areas. 

Suggestions and Recommendations: 

1. Strengthen skill development programs and ensure alignment with industry needs. 

2. Improve career counseling and job placement services in educational institutions. 

3. Introduce targeted policies to address the specific needs of rural and marginalized youth. 

4. Foster entrepreneurship through subsidies, loans, and mentorship for young people. 

5. Promote the growth of the gig economy and freelance opportunities with better wage 

stability and social security benefits. 

Future Scope: 

The study offers a foundation for future research in addressing youth unemployment through more 

granular analyses of regional disparities, gender-specific challenges, and the role of new industries 

such as artificial intelligence and digital technologies in job creation for the youth. 
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