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Artificial Intelligence (Al) is increasingly transforming the nature of work and
employment across the world. In India, the rapid development of Al and digital
technologies is creating new opportunities for productivity, innovation and employment,
while also raising concerns about job displacement, wage inequality and changing skill
requirements. Al can automate certain routine tasks, but it can also complement workers,
improve productivity and create new occupations. This paper examines the relationship
between Al and employment in India with particular focus on job transformation, wages,
skills, productivity and future employment opportunities. The paper is conceptual in nature
and draws upon evidence from the International Labour Organization (ILO), Government of
India, OECD, IMF and World Bank. The discussion suggests that Al should not be viewed
only as a technology that replaces labour. Its employment effects depend on whether Al
substitutes for particular tasks, complements human capabilities or creates new tasks and
occupations. The paper also highlights the importance of reskilling, digital education, rural
digital infrastructure and inclusive government policies. The paper concludes that India's
ability to benefit from Al will depend largely on its capacity to combine technological
progress with human skills and inclusive labour-market institutions.
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Introduction

Artificial Intelligence has emerged as one of the most important technologies influencing the
modern economy. Al is increasingly being used in banking, healthcare, education,
agriculture, manufacturing, information technology, business services and public
administration. The rapid development of Generative Al has further increased interest in its
possible effects on employment. Al systems can now perform or assist with activities such as
information processing, writing, coding, translation, data analysis and content creation. This
development raises an important question: Will Al create employment opportunities or
reduce existing jobs? There is no simple answer. Al can substitute for certain routine tasks,
but it can also increase worker productivity, create new tasks and generate demand for new
skills. The International Labour Organization (ILO) argues that, in many occupations, job
transformation is more likely than complete job replacement because occupations generally
consist of multiple tasks requiring different levels of human involvement. For India, this issue
is particularly important because the country has a large labour force, a young population, a
growing digital economy and significant differences in education and digital access.
Therefore, understanding the employment implications of Al is essential for India's future
economic and labour-market policies.
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Artificial Intelligence and Employment

Al refers to computer-based systems capable of performing tasks associated with human
intelligence, including learning, problem-solving, language processing, pattern recognition
and decision support. From an employment perspective, the important issue is not whether an
entire occupation can be replaced by Al, but whether individual tasks within that occupation
can be automated or assisted. For example, an accountant may use Al for routine calculations
and document processing but continue to perform professional judgement and communicate
with clients. Similarly, a teacher may use Al to prepare educational material while continuing
to perform teaching and interpersonal activities.

Thus, the future of work may increasingly involve:

Human + Al rather than Human versus Al.

The employment effects of Al can broadly be understood through three channels:

1. Displacement: Al may reduce demand for workers performing certain automated tasks.

2. Productivity: Al may enable workers to perform existing tasks more efficiently.

3. New-task creation: Al can generate new occupations and activities requiring human and
technological skills.

Al Exposure in the Indian Labour Market

The impact of Al is unlikely to be uniform across India's labour market. Occupations
involving routine information processing may have relatively greater exposure to Generative
Al. These include some administrative, clerical, financial, customer-service and information-
processing activities. In contrast, occupations requiring physical presence, interpersonal
interaction and practical skills may be less directly exposed to current Generative Al systems.
These include many agricultural workers, construction workers, electricians, plumbers and
personal-care workers. However, lower exposure does not mean that these workers will
remain unaffected by technology. Al can support such workers through better information,
forecasting, planning, monitoring and digital services. The World Bank's recent assessment
of South Asia highlights this uneven exposure. It suggests that relatively low-skilled
agricultural and manual employment limits overall Al exposure, while workers in
information technology and business services may face greater adjustment pressures.

Al and Job Transformation

One of the most important findings in recent research is that Al exposure does not
automatically mean job loss. Most occupations consist of several different tasks. Al may
automate some of these tasks while leaving other tasks unchanged or increasing the
importance of human skills. The ILO's global index of Generative Al exposure finds that
approximately one in four workers globally are in occupations with some degree of exposure
to Generative Al. However, the ILO emphasises that transformation rather than complete
automation is the more likely outcome for most occupations.

This distinction is particularly important for India. Instead of asking whether a particular
occupation will disappear, research should examine:

e Which tasks are exposed to Al?

e Which tasks remain dependent on human skills?

o How will workers' responsibilities change?

e What new skills will be required?

This task-based approach provides a more realistic understanding of Al and employment.

Al and Wages

Al may also affect workers' wages in different ways. Workers who possess skills that
complement Al may become more productive. Higher productivity can increase the value of
their work and potentially improve their earning opportunities.However, workers performing
highly routine tasks may face greater competition from automated systems. If workers cannot
acquire new skills, they may experience wage pressure or employment insecurity. At the
same time, Al may help reduce some skill differences by providing workers with access to
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information and decision-support tools. For example, Generative Al assistance increased
productivity among customer-support workers, with particularly strong improvements among
less experienced workers. Therefore, the effect of Al on wages is likely to depend on skills,
occupation, education and the ability to work effectively with Al.

Al, Skills and Education

The increasing use of Al is changing the skills required in the labour market. Important skills
include: digital literacy, analytical thinking, problem-solving, critical thinking,
communication, creativity, adaptability, Al literacy.Not every worker needs to become an Al
programmer. Instead, workers need to understand how Al can be applied to their particular
occupation. OECD research suggests that Al is changing the demand for skills even in
occupations that do not require specialised Al expertise. Therefore, India's education system
needs to focus not only on traditional qualifications but also on continuous learning and Al-
complementary skills.

Reskilling and Upskilling

Reskilling refers to learning new skills for a different occupation, whereas upskilling involves
improving skills within an existing occupation. Both are important in an Al-driven labour
market. For example, an administrative worker whose routine activities become automated
may acquire skills in data analysis, digital tools and Al-assisted office systems. This can help
the worker move towards higher-value responsibilities.Similarly, students and young workers
can benefit from practical Al education before entering the labour market. Therefore,
reskilling should become an important component of India's employment policy.

Al and Women, Youth and Rural Workers

The effects of Al may differ across different groups of workers.

Women Workers

Women are represented in several clerical and service occupations that may experience
technological transformation. At the same time, Al and digital technologies can create
opportunities for remote work and flexible employment. However, unequal access to digital
education and technology may limit these opportunities. Therefore, women should have equal
access to digital and Al-related training.

Young Workers

Young workers may benefit from their ability to learn new technologies. Al can create
opportunities in software, digital services, data analysis, entrepreneurship and creative
industries. However, automation of some entry-level tasks may also create challenges for
young workers entering the labour market.

Rural Workers

Al can potentially support rural employment through agricultural information, weather
forecasting, digital markets, financial services, healthcare and online education. However,
poor connectivity and limited digital literacy can restrict these benefits. Therefore, rural
digital infrastructure should be an important part of India's Al strategy.

Al and Productivity

Productivity improvement is one of the major potential benefits of Al.

Al can help workers: process information faster, reduce repetitive work, analyse large
amounts of information, identify errors, support decision-making, improve the quality of
services.

Higher productivity can improve business competitiveness and contribute to economic
growth.

However, productivity gains do not automatically benefit all workers equally. The
distribution of benefits depends on access to technology, skills, wages and labour-market
institutions.

Therefore, India's Al policy should focus not only on technological adoption but also on
ensuring that productivity gains contribute to inclusive employment and better-quality work.
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Major Challenges

Despite its potential benefits, Al creates several challenges for India's labour market.

Job Displacement

Some routine tasks may become automated, reducing demand for certain types of labour.
Skill Gap

Workers without appropriate digital skills may find it difficult to adapt.

Income Inequality

Workers with Al-complementary skills may benefit more than workers performing easily
automated tasks.

Digital Divide

Unequal access to internet connectivity, devices and digital education may increase existing
inequalities.

Job Insecurity

Even when jobs are not eliminated, changing responsibilities and technological restructuring
may increase worker uncertainty.

Privacy and Data Concerns

The use of Al in workplaces raises questions about worker monitoring, personal data and
privacy.

The OECD has highlighted several of these issues, including work intensity, data collection
and inequality associated with Al adoption (OECD, 2024).

Role of Government and Educational Institutions

The government has an important role in ensuring that Al contributes to inclusive economic
development.

Key policy areas include: Digital and Al skill development, Reskilling and upskilling
programmes, Improvement of rural digital infrastructure, Support for workers affected by
technological change, Support for MSMEs adopting productive technologies, Responsible Al
regulation, Improvement of labour-market information systems.

The Economic Survey 2024-25 also recognises the importance of preparing workers for
technological change and emphasises a human-centred approach to Al.

Educational institutions also need to integrate Al literacy into higher education. Students
should learn how Al can be applied in their own fields rather than simply learning

For example:

e Economics students can use Al for data analysis.

o Agriculture students can use Al for agricultural planning.

o Commerce students can use Al in accounting and finance.

« Management students can use Al for business analysis.

Research Gap

e Although international research on Al and employment is expanding rapidly, several gaps
remain in the Indian context.

e First, much of the existing evidence comes from developed economies whose labour-
market structures differ from India.

e Second, occupational exposure does not necessarily represent actual Al adoption at the
workplace.

e Third, India has substantial differences across education, gender, rural-urban location and
occupational groups.

e Fourth, there is limited India-specific evidence linking Al exposure with actual
employment and wage outcomes at the individual-worker level.

e Therefore, future research should combine Al occupational-exposure measures with
Indian labour-market datasets such as the Periodic Labour Force Survey (PLFS).

e This would help researchers examine whether Al exposure is associated with differences
in employment, wages, and occupation and skill requirements across Indian workers.
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Policy Recommendations

Based on the above discussion, the following measures are recommended:
Expand affordable Al and digital-skilling programmes.

Introduce Al literacy in higher education.

Promote continuous reskilling and up skilling.

Support workers affected by technological changes.

Improve rural digital infrastructure.

Support MSMEs in adopting productive Al.

Ensure equal access to Al education for women and disadvantaged groups.
Strengthen labour-market information systems.

Promote responsible and transparent Al use.

CoNoOR~wNE

Conclusion

Artificial Intelligence is likely to become an important part of India's future economy. Its
impact on employment, however, cannot be described simply as either positive or negative.
Al can replace certain routine tasks, but it can also complement workers, increase
productivity and create new tasks and occupations. The overall employment effect will
depend on the interaction between technology, worker skills, business adoption and public
policy. For India, the major challenge is therefore not simply to prevent technological change
but to prepare workers for technological change. A large young workforce, expanding digital
infrastructure and a growing technology sector provide India with significant opportunities.
However, these opportunities can be realised only when workers have access to appropriate
education, digital infrastructure and lifelong learning. The future of employment in India will
ultimately depend on how effectively the country combines Artificial Intelligence with
human skills, inclusive education and appropriate labour-market policies.

The key question is therefore not:

“Will AI take our jobs?”

but rather:

“How can India ensure that AI works with people and creates inclusive employment
opportunities?”
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