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Contextual Relevance: The declining labour force participation rate of women in India from 42.7
percent in 2004-05 to 31.2 in 2011-12 despite a growing economy and increasing educational
attainment, has generated a lot of curiosity in recent times. There is a need to understand the complex
factors behind the reason educated women drop out of the workforce.
Objective of Study: The objective of the study is to understand the how career and empowerment is
perceived by highly educated women who have chosen not to work or have dropped out of workforce.
In the basic static labour supply model, labour markets are assumed to be competitive and labour supply
decisions depend on the relative strength of the income and substitution effects. The expected wage of
women is the opportunity cost of her time, once she is in paid employment. A higher wage has a
substitution effect and also has a countervailing income effect (if it outweighs the substitution effect).
On the other hand, increased unearned income (for example, by spouse or through social transfers) will
only exercise an income effect on women’s labour supply decisions, resulting in a potential withdrawal
from the labour market. In the standard “unitary” model, the household is regarded as a decisionmaking unit. The model assumes that there exists a single utility function for the household and it does
not take into account the underlying preferences of the household members (Becker, 1965). The
“collective” household labour supply model is explicitly based on individual preferences and control
over resources influences the bargaining within the household (Chiappori, 1992). This model implies
that women’s increased control over household resources may increase women’s welfare by fortifying
their bargaining position within the household. The paper presents a model based on TUS but which
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also include many other parameters impacting career choices of women in India including income and
substitution effects.
Keywords: Labour force, Women, employment, Household.
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