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For anevidence-based policy high-
frequency, timely, accurate and
granular data are critical. The two
mainsources of employmentdats
forthe Economic Survey ara the
Periodic Labour Foroe Survey
(PLFS)hy the National Statistical
Office (NS0 and the Consumer Py-
ramids Household Swrvey iCPHS)
by the Centre for Monitoring Indian
Economy {CMIE). While the PLEFS
guarterly survey, launched in April
2017, covers the urban sector, the
CPHS data’s frequency isboth
monthly and weekly and iz available
for both rural and urban areas,

Azthe survey methodologies are
different for PLFS and CMIE, it is
useful tocompare the datasets and
undertake some simple smell tests.
For the periods for which bath
datazets are available, in Fipurel,
wifind a strong negative correla-
tion of -0.75between PLES and
CMIE data.

Given this negative correlation,
how diowe decide which dataset
captures the real picture of the
labour market? One way is tounder-
take a zimple smell test, Okun's law,
which relates unemployment rate
with the state of the eoonomy, states
thatemployment rises when the
economy is doing well and falls
when the econonry is not doing well.
Thus, thera should bea positive
correlation between the state of the
economy and employment rate,

Tocapture the stateof theecono-
my, weuse the quarterly GDPat
current prices, and correlate it with
PLFSand CMIE daga. Fipure2
shows that the PLFS measureof
omployment rate correlates strong-
Iy and positively with economic
activities (.84

In contrase, wesee in Figure 3 that
theemplovimens rate capturad by
CMIE corretates strongly, butina
negativeway, t0 economic activities,
This does notmake economic senss
and castszerious doubts on whether
the survey methodology employed
b CAIE incorporates the necessary
sciontific rigour without which it
cannot be vsed for researchor
policymaking.

Strikingly CPHS estimates the
unemployment rate based onjust
one question —status of employ-
mentas on the date of the survey
However, PLFS estimates employ-
mentstatususing a detailed stroc-
tured questionnaire. Most imypor-
tantly, there are differences in their

definition and sampling methodolo-
gy In CPHS, a person is categorised
asemploved if he isengagedinany
economicactivity ontheday of the
survey oron the preceding dav (in
casestatus isuncertain. on the day
of the surveyl

The employed also include persons
who report employed but Teot at
work' onthe davof the sarvey, such
a5 a person on leave, onan off-day, a
businessman with operative busi-
1ess, person on probation or trai-
ning. This one-dav reference period,
therefiore, does not care about whata
person had beendoing in the prece-
ding4-Hdavs of the woelk,

InPLFS-CWS (current weelkly
status), a person is counted as emp-
loyed, even if heor she is notemplo-
ved on the day or preceding day of
the survey, provided he or she wor-
ked at least one howr on any day
during the preceding sevendays of
the survey date, As sampling errors
decrease with the increase inthe
reference period, this key difference

ATaIe of Two Methodologies

inthe reference period seems tobe
thesourse of the significant errors
in the CMIE data. The scientific
rigourof the sampling methodology
— including the reference period
and the nature of the guestionnaine
—needs to be significantly refined
fior the CMIE data to be accurate
enough for research and policy

While PLFS data is very reliable,
the significant lag in producing it
renders it ineffective for real-time
policy changes geared towards emp-
lovment. For instance, in February
2021, estimates only up to the Janua-
ry-March 2020quarter are available
Thus, given the siznificant questi-
ons about the CMIE data that render
any inference highlv questionable,
India nesds the PLFS infrastruciure
i be ramped up for regular oy
household surveys to track labour
market characteristics,
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