Why headline unemployment completely
misses the true impact of Generative Al.

A diagnostic briefing on the informal economy, wage compression, and the Global South'’s unique risk profile.




The country’s challenge is
not visible mass layoffs today,
but a quiet squeeze on job
quality and youth mobility.

India’s Al shock
hides in the margins.
We are navigating the
iceberg using the

wrong instruments.

Headline Unemployment
Rate (3-5%)

In mature economies, layoffs ring the
alarm. In India, official unemployment
data provides a false sense of security.

The Visibility Threshold




India is a prime case study of mixed leverage. The tech sector faces direct automation,
but the informal majority absorbs the collateral damage.
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A vibrant tech engine highly A massive majority lacking contracts or social
exposed to automating routine protection, acutely vulnerable to indirect
knowledge tasks. economic shocks.




The Broken Ladder
to the Middle Class

o Unemployment rate among
° o college graduates (2022).
o Unemployment among
® o secondary-educated youth.
o Youth categorized as NEET
Loy 40 / (Not in Education,
0 Employment, or Training).

The Mechanism: Multinational firms automate basic
coding and customer chat -> they hire fewer junior
engineers and trainee agents -> prolonged stalled
hiring.




“The Al-Automation Task Life-Cycle: The Hidden Cascade
g e e A e e e

Step 1: i Step 2:

Step 3: Step 4:

Al Automation | | The Silent Pivot The Overflow The Squeeze
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A bank automates Current employees Leftover, Displaced entry-level

non-automated tasks
are pushed to contract
staff and marginal
entrepreneurs.

basic back-office R are not fired outright.

processing and g Instead, the

clerical effort. i department halts
entry-level hiring.

workers drop into
casual labor and
ultra-precarious gigs.

The Result: The official unemployment rate stays flat at ~4%, but incomes,

stability, and job quality severely erode.
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headcount grew by only +60Kk in lagging economies, Al can

FY2023 despite double-digit diffuse here at lightning

revenue growth. Firms are squeezing ' speed.
more output from fewer juniors. //\\

India’s strength is a double-edged sword. Unprecedented
connectivity means labor shifts will happen abruptly, compressing

the critical window policymakers have to prepare.



THE Al SHOCK: GLOBAL NORTH VS.
GLOBAL SOUTH (INDIA)

Dimension Global North
(U.S./Europe)

Primary Indicator of Spiking Unemployment /

Distress Layoffs

Corporate Response to AI |Severance & Role
Elimination

Welfare Net Unemployment Claims /
Welfare

Impact on Youth Shift to other formal
sectors

Policy Focus Retraining laid-off

workers




Digital
Readiness

Earnings
Pressure

Informality

Underemployment

Youth

Sectoral
Exposure

THE COMPOSITE
RISK SCORE

India's Vulnerability Profile on
the Al-Labor Index: ~60+ (High
Policy Attention Required)

Informality (~78/100): 98% lack
contracts. Tasks shed without
recordable layoffs.

Youth (~72/100): Massive educated
youth bottleneck.

Sectoral Exposure (~68/100):
Export-services heavily targeted by
generative AI.

Earnings Pressure (~58/108): Flat
real wages; forced task reallocation.

Underemployment (~56/160): Multi-job
juggling shifting to gig status.

Digital Readiness (~40/100 risk):
High tech adoption accelerates the
shock.







INDEX PILLAR 2: THE
Sl AUTOMATION SQUEEZE

(S200B tech
| exports) India's export-oriented services put it

Al Automath;g on the front line of global automation.

The mechanism is not firing existing staff.
It is a squeeze on output:

i ?Eﬁ%rl-;dLEi;ingules) 1. AI handles core entry tasks (data

labeling, basic coding, customer chat).

k| -

. Firms hire more specialized staff but
freeze junior headcount (e.g., net +60k

tech jobs in FY2023 despite double-digit
revenue growth).

Informal Economy:
Gig / Casual Labor

. The overflow is pushed into the
informal basin.
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INDEX PILLAR 3:
THE YOUTH
BOTTLENECK

18.4% of secondary-educated youth
jobless.

29.1% of college graduates jobless.

~40% of youth are NEET (Not in
Education, Employment, or Training).

The first rungs of the middle-class
ladder—drafting, basic analytics,
trainee call agents—are being
automated.

The Stealth Impact: A risk of 100,000
fewer graduate jobs per year across
IT-BPO without the headline
unemployment rate doubling.




INDEX PILLAR 4 & 5:
EARNINGS AND
UNDEREMPLOYMENT

The efficiency dividend bypasses
the worker.

Evidence shows AI “co-pilots” raise
required task quotas without raising
pay. With stagnant wages already a
baseline in India, an AI
productivity shock triggers wage
compression.

Instead of giving raises, firms halve
departmental budgets. Workers absorb
the shock through reduced hours,
gig-status shifts, and working
poverty.
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INDEX PILLAR 6: THE DIGITAL READINESS PARADOX

India is an "AI-ready” market. This is exceptional for macroeconomic growth, but it ruthlessly compresses the
window to prepare the workforce.

Aggressive connectivity means AI diffuses at breakneck speed. Urban tech hubs turbocharge adoption, outpacing the
ability of rural and local-language workers to adapt, widening the gap between the AI "haves” and "have-nots "




\ \ | \ |
We are monitoring the wrong metrics. Applying Western economic

lenses to India’s Al transition guarantues policy failure.

Metric Mature Economies India / Global South Reality
(Western Model)

Primary Al Impact Clean, trackable corporate | Task reallocation, working
layoffs. poverty, and quiet
underemployment.

Early Warning Signals Spikes in unemployment Surges in gig-platform
claims. migration and multi-job
holding.

Labor Safety Net Formal unemployment Effectively none; workers
insurance and severance. |rely on family enterprises or
precarious daily labor.




Intervention I: Worker-Centric Industrial Policy

Directive A: Incentivize Augmentation over Automation

:[::;_L Provide tax breaks and matching grants to firms that deploy Al
tools while maintaining or raising headcount and wages.

Directive B: Enforce “Al Fairness” Clauses

@ Lobby internationally for outsourcing contracts that ensure global
@ buyers share Al-driven productivity gains with local Indian
employees, rather than just raising quotas.

Directive C: Public Sector Pilots

@ Fund Al applications in public services (teacher aids, healthcare
' - | diagnostics) that explicitly create new human-Al collaborative roles.




Intervention II: Re-engineering the Education Pipeline

' From: Routine IT Coding and basic

: customer service training.

To: Critical thinking, domain-specific

Al literacy, and human oversight.

Vocational Pivot

Retrain customer-service
workers as Al-enabled
quality auditors and factory
staff as automation
maintenance technicians.

Demographic Focus

Aggressive outreach
programs targeting young
women, who are disproport-
tionately concentrated In
sectors at highest risk of
informalization (retall,
education, care).

Incentives

Subsidize placement-linked
skilling and apprenticeships.




Intervention III: The Portable Safety Net

Social insurance cannot be tied strictly to a single formal employer
when 90% of the market is informal.

Formal Tech
Employment e

=y Casual Labor - -

- --| Gig Platform Work

The Three Pillars

Portable Social Protection

1. Universal Extension

Immediate expansion of unemployment
allowances, health insurance, and
pension contributions to gig, contract,
and platform workers.

2. Portability

Digital benefits accounts that travel
with the worker across volatile,
fluctuating job markets without losing
coverage.

3. Digital Grievance

Establish direct digital reporting portals
via labor inspectors to hear directly
from workers falling through the
statistical cracks.
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“The labor market shock will be
silent and fragmented unless we
look beyond the headline rate.
Keep the shadows visible.”




Follow our work on

GlobalSouth.ai
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