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India’s labour market is growing, 
but structural strains remain. 
Workforce participation has risen across rural and 
urban India, but the drivers differ. Between 
Q2:2018 and Q4:2025, there was a sustained 
increase in workforce participation in both rural and 
urban India, with the Workforce Population Ratio 
(WPR) increasing by 13.1 and 5.3 percentage points 
(pp.) respectively.   

In rural India, the long-term rise in WPR was 
driven by women entering agriculture. Their 
share in agricultural employment rose from 27% in 
2017–18 to 44% in 2025. Nearly, 75% of new rural 
female workers entering the market have joined the 
sector. Compared to this, male agricultural 
employment remained stagnant, while construction 
absorbed nearly 40% of new rural male workers.  

At the sectoral level, construction signals 
demand-side momentum, while agriculture has 
more sobering dynamics. Agricultural and 
construction workers are overwhelmingly rural, 
around 95% and 74%, respectively. Construction 
Gross Value Added (GVA) has expanded markedly 
in recent years, reflected in an average annual 
growth rate (AAGR) of 7.8% over 2018-2025, 
compared to 6% over the longer 2012-2025 period. 
This acceleration suggests a genuine demand-side 
expansion in the sector. Agriculture, however, 
presents a more ambiguous picture: headline 
employment figures may obscure the fact that 
women have absorbed much of the work vacated by 
male out-migrants, largely as unpaid family labour. 
As a result, the growth in female agricultural 
employment is less indicative of improved economic 
opportunity than of a substitution effect.  

In urban India, the long-term trends indicate that 
the tertiary sector remained the dominant source 
of employment growth. It accounts for nearly 

66% of total job gains. However, the sub-sectoral 
composition of employment growth differed 
significantly by gender. For men, employment gains 
were primarily concentrated in Trade, Hotels and 
Transport, Professional Services and Construction. 
For women, growth was more diversified.   

Both absolute unemployment and the 
unemployment rate  have declined in India, 
although the decline in absolute unemployment 
has not been gender neutral. The unemployment 
rate (UR) fell across both rural and urban areas for 
males and females alike. For males, this decline was 
driven by an actual reduction in the number of 
unemployed individuals. For females, however, the 
number of unemployed increased, but employment 
growth outpaced the rise in unemployment, leading 
to an overall decline in the female unemployment 
rate. 

Youth unemployment represents the most 
structurally acute challenge, in both rural and 
urban markets.While youth unemployment rates 
have steadily declined over the long term across 
both rural and urban areas and across genders, they 
remain persistently high, pointing to a structural 
absorption challenge: the economy continues to 
struggle to generate sufficient employment 
opportunities for a growing young workforce. 

About this Issue: This edition of I-JOT examines 
both long-term and near-term developments in 
India’s labor market. The analysis begins from 
the second quarter of 2018 (calendar year 
quarters), and tracks the high-frequency 
(quarterly) labor market statistics released by the 
Government of India. Thus, this edition presents 
trends basis data from second Quarter (Q2) of 
2018 to fourth quarter (Q4) of 2025.
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Table 1: YoY Percentage Point Changes in LFPR, WPR, and UR among Men, Women, and Youth in 
Rural India: Long-Term (2019–2025) and Near-Term (2024–25) Trends

Table 2: YoY Percentage Point Changes in LFPR, WPR, and UR among Men, Women, and Youth 
in Urban India: Long-Term (2019–2025) and Near-Term (2024–25) Trends

Note: Data for Q1:2025 is unavailable for both rural and urban India. The 2025 estimates are based on the revised round of the PLFS, which 
follow a different sampling strategy than those up to 2024. Therefore, any inferences drawn from these estimates should be interpreted with this 
difference in mind. Furthermore, recent studies (e.g., Manna, 2022) argue that the earlier PLFS sample size (up to 2024) was not large enough 
to capture statistically significant quarter-to-quarter changes in urban India. This limitation should also be considered when interpreting these 
results.  Source: ICRIER’S computation of PLFS
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Long-term trends points to a sharp 
increase in LFPR in rural India, led by 
nearly doubling of the female LFPR. 
Women made 73% of the persons 
being added to labor force during 
this period.   

However, in the recent quarters, the 
trend has stabilised - in fact there has 
been a slight decline in the LFPR in 
rural India. 

The increase in LFPR is more modest 
in urban India, and it is more evenly 
distributed with 39% coming from 
females and 61% from males.

The sections that follow disaggregate these headline figures along geographical, gender, and sectoral 
dimensions, offering a more granular account of the structural dynamics shaping India's labour market.

A.  Rural  India  witnessed  a  considerable  labor  force  surge  over  the  long  term,  largely 
driven by women, though near-term indicators signal slowing momentum. 

Quarter on quarter (Q0Q) LFPR between Q2:2018 & Q4:2025

B. Employment growth remains the key driver of long-term labor market shifts in both 
rural and urban India. 

Quarter on quarter (Q0Q) WPR between Q2:2018 & Q4:2025
The work force participation rates 
have moved in the same direction as 
labour force participation, indicating 
that overall, the economy is 
absorbing new job seekers into 
actual employment. However, there 
may be difference across geography, 
gender and age-groups, which are 
explained in subsequent sections. 

In the more recent quarters, however, 
there has been a slight decline in 
workforce participation, thereby 
signalling signs of strains. 
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The unemployment rate has declined 
across both rural and urban India over 
the long term; however, recent spikes in 
the near term indicate emerging 
concerns.  

For men, the long term decline was 
driven by a decline in absolute number 
of unemployed - about 37.3% for rural 
males and 12.5% for urban males 
between 2017-18 and 2025.  

The long term decline in female 
unemployment followed a different 
pattern. As more women entered the 
labour force over the years, the 
absolute number of unemployed 
women also rose by 6.7% in rural areas 
and 13.4% in urban areas.

Quarter on quarter (Q0Q) UR between Q2:2018 & Q4:2025

Quarter on quarter (Q0Q) Youth UR between Q2:2018 & Q4:2025India has seen a sustained decline in 
youth unemployment over time, but the 
underlying dynamics differ markedly by 
gender.  

In case of males, fewer young men were 
unemployed in 2025 than in 2017-18, 
down 33.5% in rural areas and 11.7% in 
urban areas. 

For females, the story is more complex 
and can be understood through two 
related movements. First, female labour 
force participation rose with more young 
women actively seeking work.

C. While the unemployment rate has declined over the long term, recent trends point to a 
deterioration in labour market conditions and therefore warrant caution. 

D.  Although  youth  unemployment  has  broadly  declined  across  rural  and  urban  India, 
women continue to fare worse than men, with recent trends indicating a slight reversal. 

Yet, female employment expanded at a faster pace still, with a growing share of women successfully absorbed into 
the workforce. The net result was a decline in the female unemployment rate overall. In the more recent quarters 
however, female unemployment rate has again increased marginally. 

This pushed up the absolute number of unemployed women (by 21.7% in rural areas and 18.5% in urban areas), as 
there was a larger pool of job-seekers. However, workforce participation that is, the share of women actually 
employed grew at an even faster rate. In other words, the labour market absorbed women at a pace that 
outstripped the rise in new entrants. The net effect was a decline in the female unemployment rate, even as the 
absolute numbers of unemployed women 
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E. Agriculture remained the dominant source of employment and employment growth in 
rural India, while the tertiary sector played this role in urban India. 

In rural India, the agriculture sector 
accounts for the bulk of employment, 
with its share remaining relatively 
stable over the years, while in urban 
areas, the tertiary/services sector 
absorbs nearly 60% of the workforce. 

In rural India, both agriculture and 
construction have recorded three 
consecutive quarters of year-on-year 
growth below their long-run averages

(measured since 2018, excluding the COVID-19 period). Given that 95% of the agricultural workforce and 74% of 
the construction workforce are located in rural areas, this sustained underperformance likely contributes to the 
recent softening in rural labour market conditions. 

Urban labour market conditions have remained broadly stable in recent years. However, a notable anomaly is the 
rise in urban agricultural employment, driven disproportionately by women. Rather than reflecting stronger 
demand from agriculture, this likely points to a supply-side push arising from inadequate employment generation 
in the secondary and tertiary sectors relative to labour force growth, despite their relatively robust economic 
performance. 

F. Gender composition of agriculture sector is changing.

Quarter on quarter (Q0Q) Sectoral Shares of all Workers between Q2:2018 & Q4:2025

Quarter on quarter (Q0Q) Sectoral Shares of Male Workers between Q2:2018 & Q4:2025

Quarter on quarter (Q0Q) Sectoral Shares of Female Workers between Q2:2018 & Q4:2025

The share of female workers in 
agriculture rose from 27% in 2017–
18 to 44% in 2025, more than 
doubling the female agricultural 
workforce, with nearly three in four 
new female workers in rural areas 
absorbed into the sector, pointing 
to a striking narrowing of the 
gender gap within the sector. 

For rural males, by contrast, 
agricultural employment remained 
broadly stagnant and its sectoral 
share declined, as construction 
emerged as the primary absorber 
of new workers (nearly 40%). This 
likely reflects the sector’s relatively 
strong GVA growth, with a 
compound annual growth rate 
(CAGR) of 6.3%, compared to 4.7% 
for the broader economy. 

In urban areas, the sectoral 
composition of employment 
diverged notably by gender. For 
males, employment growth was 
concentrated in trade, hotels and 
transport (39%), 

followed by professional services (16%) and construction (15%). For females, 
it was distributed across trade, hotels and transport (20%), education and 
healthcare (15%), personal services (14%), and professional services (11%).
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G. In rural India, an increasing number of workers are joining as ‘own account workers’ and 
‘unpaid  family  workers’,  while  in  urban  India,  salaried  workers  dominate  employment 
growth.

In rural India, long-term trends 
indicate a rising number of 
workers joining as Own Account 
Workers (OAW) and Unpaid 
Family Workers (UFW), particularly 
in the agriculture sector. In fact, 
these two categories within 
agriculture accounted for 54% of 
the overall increase in the rural 
workforce, with the growth being 
predominantly driven by women.  

Among casual labourers, there 
was a noticeable shift of male 
workers from agriculture to 
construction, accounting for 
nearly 10% of the overall increase 
in rural workers. This trend is 
consistent with the relatively 
strong GVA growth in construction 
between 2018 and 2025 and may 
also reflect the substitution of 
male agricultural workers by 
women workers as OAW and UFW 
on their farms.  

However, more recently, there has 
been a relative slowing of growth 
in GVA (over the last three 
consecutive quarters) within both 
the construction and agriculture 
sectors. This potentially explains 
the declining share of unpaid 
family workers, particularly among 
females in rural India.

In urban India, long-term trends indicate that employment gains have been largely concentrated among salaried 
workers, who accounted for 52% of the total increase in the urban workforce. This is consistent with the service-led 
employment growth narrative for India. However, the sectoral composition of salaried job growth differs across 
gender. Male salaried employment expanded primarily in trade, hotels and transport, professional services, and 
manufacturing, while female salaried employment grew mainly in education and healthcare, personal services, 
and professional services. 

More recently, the share of casual labour in urban India has increased, particularly among females, alongside a rise 
in female employment in agriculture. These trends are notable given the robust growth in secondary and tertiary 
sector GVA in recent quarters. One possible explanation is that employment generation in these sectors has not 
kept pace with the rising supply of female labour, pushing more women into low-paying and informal work such 
as casual labour in agriculture. This is further reflected in the declining share of unpaid family work among urban 
women and the recent rise in urban female youth unemployment. 

QoQ employment type share for all workers between Q2:2018 & Q4:2025

QoQ employment type share for male workers between Q2:2018 & Q4:2025

QoQ employment type share for female workers between Q2:2018 & Q4:2025



 

	 7

Dr. Shekhar Aiyar
Director & CE, ICRIER

Mr. Havishaye Puri                                 
Consultant, ICRIER

Dr. Tanu M. Goyal
Senior Fellow, ICRIER

Mr. Keshav Sachdeva
Junior Consultant, ICRIER

Our Team 


	India’s labour market is growing, but structural strains remain.
	A. Rural India witnessed a considerable labor force surge over the long term, largely driven by women, though near-term indicators signal slowing momentum.
	B. Employment growth remains the key driver of long-term labor market shifts in both rural and urban India.
	D. Although youth unemployment has broadly declined across rural and urban India, women continue to fare worse than men, with recent trends indicating a slight reversal.
	C. While the unemployment rate has declined over the long term, recent trends point to a deterioration in labour market conditions and therefore warrant caution.
	E. Agriculture remained the dominant source of employment and employment growth in rural India, while the tertiary sector played this role in urban India.
	F. Gender composition of agriculture sector is changing.
	G. In rural India, an increasing number of workers are joining as ‘own account workers’ and ‘unpaid family workers’, while in urban India, salaried workers dominate employment growth.

