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ABSTRACT

India in 2017 stands at a crossroads of opportunities and challenges. As one of the fastest-growing economies, it
faces high expectations of becoming a global power. Yet, the persistence of economic problems such as jobless
growth, rural distress, and structural inequalities threatens to undermine progress. Simultaneously, higher
education remains inaccessible for a large proportion of India’s youth, especially from low-income families,
resulting in underemployment and skill mismatches. This paper examines the major economic challenges faced
by India, their impact on higher education and employment, and proposes strategic solutions to overcome these
barriers. Drawing upon global experiences and national policies, it argues that India must invest simultaneously
in economic reforms, skill development, and inclusive higher education to unlock its demographic dividend.
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INTRODUCTION

By 2017, India has emerged as the world’s fastest-growing major economy with a GDP growth rate of approximately
7%. Despite this, structural weaknesses persist. Economic growth has not translated into proportional job creation,
leading to widespread concerns of “jobless growth” (Mehrotra, 2016). At the same time, higher education access
remains limited, with the Gross Enrollment Ratio (GER) at just 25.2% in 2016-17 (All India Survey on Higher
Education [AISHE], 2017).

For India’s 356 million youth population—the largest in the world—the intersection of economic challenges,
unemployment, and inadequate higher education opportunities presents both a crisis and an opportunity. Without urgent
reforms, India risks squandering its demographic dividend. This article evaluates the key challenges and explores
policy pathways for overcoming economic problems while simultaneously increasing higher education rates and
employment opportunities.

2. India’s Economic Challenges in 2017

2.1 Jobless Growth

Although India’s GDP growth rate has been robust, the economy has failed to generate sufficient employment.
Between 2005 and 2012, only about 1 million net jobs were created annually, against the 12 million new entrants to the
labour force each year (Melhrotra, 2016). This mismatch has created underemployment, disguised unemployment in
agriculture, and frustration among educated youth.

2.2 Agricultural Distress

Over 50% of India’s workforce is employed in agriculture, yet the sector contributes less than 17% of GDP (Economic
Survey, 2017). Farmers face declining productivity, fragmented landholdings, erratic monsoons, and low market prices.
Agricultural distress often pushes rural youth into migration or withdrawal from education.

2.3 Informal Sector Dependence

More than 80% of India’s workers are in the informal sector, without job security, social protection, or pensions
(International Labour Organization [ILO], 2017). Such insecurity discourages long-term investment in education and
skill development.

2.4 Inequality and Regional Imbalances
Rapid urbanization has widened the urban-rural divide. While cities like Bengaluru and Pune thrive as IT hubs, many
states such as Bihar, Odisha, and Assam lag in industrial development and educational infrastructure. This inequality
perpetuates uneven educational outcomes.
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2.5 Skill Mismatch

Employers often report difficulty in recruiting graduates with the right skills. According to the India Skills Report
(2016), only 37% of graduates were considered employable. The lack of alignment between education curricula and
industry needs further fuels unemployment.

3. Challenges in Higher Education

3.1 Limited Access

The GER in higher education in 2017 was around 25.2% (AISHE, 2017), far below developed countries such as the
USA (88%) and China (43%). Access is particularly limited for students from Scheduled Castes, Scheduled Tribes, and
rural backgrounds.

3.2 Affordability
High costs of tuition, hostel fees, and study materials discourage enrolment among low-income families. While
scholarship schemes exist, their coverage is insufficient.

3.3 Quality Concerns
India has over 700 universities and 36,000 colleges, but only a few institutions meet international standards (Agarwal,
2009). Outdated curricula, faculty shortages, and poor infrastructure reduce the quality of education.

3.4 Gender Gap
Although female enrolment has improved, cultural and safety concerns still limit higher education participation,
especially in rural areas (Chanana, 2007).

3.5 Weak Link with Employment
Higher education often emphasizes theoretical knowledge over practical skills. This creates graduates without
employable skills, fuelling frustration and migration.

4. Strategies to Overcome Economic Problems

4.1 Strengthening Agriculture and Rural Economy

Invest in Irrigation and Technology: Modernize agriculture through drip irrigation, mechanization, and digital tools.
Market Reforms: Strengthen Minimum Support Price (MSP) systems and direct farmer access to markets.
Diversification: Encourage allied activities like dairy, poultry, and agro-processing to create rural jobs.

4.2 Promoting Industrialization and Manufacturing

Expand Make in India initiatives to encourage domestic manufacturing.

Create industrial corridors and special economic zones in backward states.

Simplify labour laws to encourage formalization of small and medium enterprises (SMESs).

4.3 Enhancing Infrastructure
Invest in transport, power, and digital infrastructure to support both urban and rural economies. The Digital India
mission must be accelerated to bridge the connectivity divide.

4.4 Encouraging Entrepreneurship

Provide easier access to credit through programs like MUDRA loans.
Establish incubators and start-up hubs in universities.

Train youth in business and financial literacy.

5. Strategies to Improve Higher Education

5.1 Expanding Access

Build new universities and colleges in rural and semi-urban areas.
Increase reservations and scholarships for disadvantaged groups.
Provide affordable hostels and transport facilities for rural students.

5.2 Improving Quality

Regularly revise curricula in consultation with industry.

Strengthen teacher training and faculty development.

Encourage research and innovation through funding and collaborations.

5.3 Linking Education with Skills and Employment

Integrate vocational training within higher education.

Expand apprenticeship and internship programs in partnership with industries.
Create flexible learning pathways between degrees and skill-based courses.
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5.4 Promoting Equity and Gender Inclusion

Expand scholarships for women and disadvantaged communities.
Ensure safe campuses and hostels for female students.

Run awareness campaigns on the importance of women’s education.

6. Employment Generation: The Missing Link

Education without jobs creates disillusionment. To absorb graduates:

Public Sector Investment: Expand jobs in infrastructure, healthcare, and education.

Private Sector Incentives: Offer tax benefits for companies that create youth employment.

Service Sector Growth: Expand employment in IT, tourism, healthcare, and renewable energy.

Global Linkages: Encourage Indian students to access global markets through partnerships and exchange programs.

7. Lessons from Global Experiences

China expanded vocational education and linked universities with industries, achieving a GER of over 40% by 2017.
South Korea invested heavily in higher education and technology, which transformed its economy from agrarian to
industrial within three decades.

Germany’s dual system of vocational training and apprenticeships ensured a smooth school-to-work transition.

India can learn from these models by adapting them to its local context.

. Policy Recommendations

. Increase Education Spending: Raise public expenditure on education from 3% to 6% of GDP.

. Establish Education—Industry Councils: Regular dialogue to align curricula with job markets.

. Universal Digital Access: Provide subsidized internet and devices for all students.

. National Employment Policy: Set clear targets for youth employment creation.

. Public—Private Partnerships: Encourage joint investment in education, skill centers, and research.

. Monitoring and Evaluation: Use data to track student enrollment, dropout, and employability outcomes.
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CONCLUSION

In November 2017, India stands at a pivotal moment. Its youthful population is its greatest asset, but only if the nation
can create jobs and provide inclusive higher education. Economic challenges such as agricultural distress, jobless
growth, and skill mismatches threaten progress. Yet, with strategic reforms—strengthening agriculture, promoting
industrialization, investing in higher education, and linking education with employment—India can transform its
demographic dividend into sustainable development.

If India fails to act, it risks a future of frustrated youth and wasted potential. If it succeeds, it can set a global example
of inclusive growth where economic prosperity and educational equity go hand in hand.
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