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Broken by the Outbreak:
The Unemployment Cirisis in
Tamil Nadu during Lockdown

Dr S. Nirmala, Policy Observatory, Tamil Nadu, RGICS

I Introduction

The unemployment rate in India has risen from under 7 per cent before the start of the pandemic
in mid-March to 23.5 per cent in April, while it continued to remain high at around 24 per cent in May.
During April, India’s unemployment rate shot up 23.5 per cent amid coronavirus lockdown. State-wise
unemployment rate differed widely. The highest unemployment rate of 75.8 per cent was recorded
in Puducherry followed by 49.8 per cent in Tamil Nadu 47.1 per cent in Jharkhand 46.6 per cent in
Bihar and 43.2 per cent in Haryana. The lowest unemployment rate of 2.2 per cent was recorded in
Himachal Pradesh followed by Sikkim (2.3 per cent), Punjab (2.9 per cent), Chhattisgarh (3.4 per cent),
Telangana (6.2 per cent) and Uttarakhand (6.5 per cent) .!

The urban areas across the country were dotted with red zones due to the escalation of COVID-19
positive cases and these areas have reported 29.22 per cent unemployment rate while the rural areas
have been at 26.16 per cent. Urban areas had 23.5 per cent of unemployment on April 2020 which is
higher than the unemployment in rural India .2

2 Objectives and Methodology of the study

* To understand the adverse impact of the lockdown
* To assess the reason for the unemployment issues rose during the lockdown period
* To suggest the remedial measures to the income losers to come out from their livelihood loss

The review of various documents such as Newspapers, articles, e-journals, interaction with experts,
case studies, interviewed the affected persons were the different methodology adopted for this study
(the names are not disclosed as per the wish of some case study respondents)

3 Unemployment in Urban India

The unemployment from February 2020 to April 2020 in all the states has proliferated due to
lockdown. Currently, every fourth person in India is unemployed, revealed the Centre for Monitoring
Indian Economy revealed in its unemployment data that every fourth person in India is unemployed®.
Due to ongoing nationwide lockdown, the unemployment rate had been above 20 per cent for over

" Chitranjan Kumar,“India’s weekly unemployment rate soars to 24.3% amid coronavirus lockdown: CMIE”, Business Today, 26 May 2020
2 https://thefederal.com/covid- | 9/lockdown-impact-every-fourth-person-in-india-is-unemployed/
? https://thefederal.com/covid- | 9/lockdown-impact-every-fourth-person-in-india-is-unemployed/
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two months now. Even as relaxations in lockdown were announced, restarting the rural economy did
not seem to have made any dent in the unemployment in the country. However, the unemployment
rate in Puducherry and Tamil Nadu is the highest among all the states. Tamil Nadu which is known for
its decentralized development is severely affected without sparing any major cities.

Table I: State-wise status of unemployment in Urban India for Feb — Apr’20

State/UT Feb’20 Mar’20 Apr’20

Andhra Pradesh 5.8 5.7 20.5
Assam 4.4 4.8 1.1
Bihar 10.3 15.4 46.6
Chhattisgarh 8.4 77 34
Delhi 14.8 17 16.7
Goa 2.8 5.2 13.3
Gujarat 6.4 6.7 18.7
Haryana 258 25.1 43.2
Himachal Pradesh 16.8 18.8 22
Jammu & Kashmir 22.2 15.5 NA
Jharkhand 1.9 8.2 47.1
Karnataka 3.6 3.5 29.8
Kerala 7.6 9 |7
Madhya Pradesh 4.6 22 12.4
Maharashtra 4.7 5.8 20.9
Meghalaya 3.6 1.6 10
Odisha 3.1 13.1 238
Puducherry 1.8 1.2 758
Punjab 10.9 10.3 29
Rajasthan 5.1 1.8 17.7
Sikkim NA 23.6 23
Tamil Nadu 2.1 6.3 49.8
Telangana 8.3 5.8 6.2
Tripura 284 299 41.2
Uttar Pradesh 9 10.1 21.5
Uttarakhand 53 19.9 6.5
West Bengal 5 6.9 17.4
India 7.8 8.7 23.5

Source: https://thefederal.com
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4 Unemployment in Tamil Nadu

Since Tamil Nadu is the fastest-growing urbanized state, the unemployment rate has been highest
in all the districts of Tamil Nadu. According to the 2011 census data, Tamil Nadu tops the list of
urbanized states with 48.45% of its population living in urban areas®. If more than 75% of the male
population employed in non-agricultural occupation is classified as urban areas in the census 201 1.

Closure of Tamil Nadu’s vibrant labour-intensive micro, small and medium enterprises since March
25th left a majority of workers without any employment. Tamil Nadu is among the few states which
has more number of non-agricultural workers in their economies. This could be the main reason for
the unemployment rate increases in the past month in Tamil Nadu, said Professor Vijayabaskar of
Madras Institute of Development Studies®. As most of the people were occupied in non-agricultural
activity mainly MSMEs, hence Tamil Nadu has no way to escape from being the worst affected state in
terms of unemployment.The states in which the unemployment rate is higher than 16 % are shown
in the graph below.

Figure 1: Unemployment Status in Tamil Nadu - April 2020
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Source: https://thefederal.com

4.1 Development paradigm of Tamil Nadu

Tamil Nadu is one of the most rapidly industrializing and urbanizing states and is the third
most urbanized state in the country in India, with 48.45 per cent of its population living in urban
areas. By 2030, Tamil Nadu will be the most urbanized state with 67 per cent of its population
living in urban areas®. An even spread of small, medium and major towns, migration of people
from rural areas in search of employment and the presence of industrial estates in all districts
contributed to speedy urbanization of Tamil Nadu’.

Since historically large parts of the Tamil Nadu depended on rain-fed agriculture, the textile
industry, particularly the handloom industry, was very much part of economic activities in rural
areas to augment income. Former IAS officer and urban planner M.G. Devasahayam said even a
small district like Kanyakumari with a strong rural background and agricultural lands has seen the

* B. Sivakumar, “Census 201 |: Tamil Nadu 3rd most urbanized state”, The Times of India, July 20,201 |

* https://timesofindia.indiatimes.com/city/chennai/lockdown-double-whammy-for-tamil-nadu/articleshow/75526070.cms
¢ Deccan Chronicle, 4 July 2017

"The Hindu, | April 2016
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emergence of small towns due to infrastructure facilities. “In Tamil Nadu, the Industrial Estates
conceived during the Congress government headed by Kamaraj spurred economic activities in
all districts that gradually paved way for creation of small towns,” he said®. It has resulted in a
wider space creation for more employment in Non-farming sectors in Tamil Nadu which has
been paralyzed during Covid-19 in the state.

Figure: 2: Trend of Unemployment Status in Tamil Nadu for Feb-Apr’20
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From 2.1 % unemployment in Tamil Nadu in February 2020, there has been a spike to 49.8%
within a couple of months due to pandemic. Every facet of both organized and unorganized
sectors has come to a standstill due to the lockdown. This study analyses the adverse impact of
the virus in the context of losing employment due to the sudden lockdown as the government
gives more priority to life than the livelihood.

5 Sectors affected

As discussed earlier, both the organized and unorganized sectors are vehemently affected during

the lockdown period. The government’s abrupt decision of curfew followed by the lockdown is not

only made many people strand but also compelled thousands to lose their income within a day of the

announcement. As per this study, it is understood that many sectors are crippled. The MSME is the

major organized sector contributing to the employment of lakh of poor in the state. It was the first

sector drastically caused for unemployment of several thousand poor Tamilians. This study focused on

the u

nemployment issues in following major organized, service and unorganized sectors:

Organized
* Fishing Industry, Poultry, Firecracker, Granite, Textile, Automobile, I.T,

Service and entertainment sectors

* Hospitality/Tourism, Cine industry & Education,

Unorganized sectors

* Pottery making,Weaving, Domestic Servants, Commercial sex workers, Folk art performers,

8The Hindu, | April 2016
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Figure 3: Sectors affected

Unlike other states, Tamil Nadu is a decentralized state, hence almost all the district capital cities are
well developed with non-farming sectors.The decentralized development caused the unemployment
issue in all the major districts of Tamil Nadu.The districts with the major industries impacted due to

the lockdown are depicted here.



