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Introduction

1. At the Sixth Meeting (September 16-18, 2002, Rio De Janeiro, Brazil), the Seventh Meeting (2-4 February, 2004, New Delhi, India) and the Eight Meeting (29-31 March, 2005, Nadi, Fiji Islands) of the Expert Group on Informal Sector Statistics (Delhi Group), research work conducted by the author on 'linking employment in informal sector with poverty and gender' was presented.  The main results of this reasearch were also published, along with results on informal employment, by the Human Development Resource Centre of UNDP, India in their 'Discussion Paper Series-7' entitled 'Estimating Informal Employment & Poverty in India' in December, 2004.  In this paper, prepared for discussion at the Ninth Meeting of the Expert Group (Delhi Group) scheduled to be held in New Delhi, India in May 2006, the issue of 'vulnerability' is considered and the 'links among employment in informal sector, poverty, vulnerability and gender' are explored.

2. Vulnerability refers to the state whereby the non-poor face the risk of sliding into poverty owing to some shocks.  Vulnerability may influence household behaviour and coping strategies and is thus an important consideration for poverty reduction policies.  In many countries, studies have shown that there is a large concentration of people living on either side of the poverty line.  In an overall sense, therefore, one can assume that the spectrum of poor people can be seen to occupy three distinct groups: the very (or extreme) poor, the moderately poor, and the vulnerable non-poor.  The third group of 'vulnerable non-poor' is not counted in the official statistics but it constitutes a large percentage of the future poor.  This group is highly prone to downward mobility pressures arising out of structural change, sudden emergencies and shocks, and life-cycle changes like serious illness or death of earning members of the household.  If sustainable livelihoods and reductions in the incidence of poverty are to be achieved through economic graduation, policy and program interventions must necessarily enhance livelihood capabilities at all three levels of poverty: extreme poverty, moderate poverty and vulnerability.  Economic graduation, in this context, should therefore mean the upward movement of the extreme and moderately poor sub-groups and the capability of the vulnerable non-poor to sustain their positions.  

3. 'Vulnerable non-poor', as a distinct group, figure prominently, of late, in the social protection and micro-finance policies and programmes.

4. Traditionally, the main purpose of social protection has been to reduce poverty.  Poverty reduction focuses on the ex post  aspect of social protection.  In the early stage of social development, most of the social protection policies and programmes aimed at reducing realized poverty.  As social protection develops in scope and depth, higher priorities are placed on ex ante aspects of social protection, that is reduction of vulnerability.  The new concept of social protection therefore combines the necessity to reduce the probability of falling into poverty.  It also encompasses the need to reduce instability of income or consumption and social status.  The new conceptual framework of social protection comprises all those various activities of the public and private sectors that aim at reducing vulnerability of individuals and households.

5. The basic goal of micro-finance institutions is to provide credit and savings services to the poor people in a sustainable way.  Everyone wants to reach the poor and everyone believes sustainability is important.  However, limiting access to micro-finance only to the poor is not always advisable; because 'poverty' is dynamic in nature and not static.  Access to micro-finance allows the 'vulnerable non-poor' to protect themselves against the risks they face and the crises which regularly engulf them.  This protection is essential for 'vulnerable non-poor', and, as the saying goes, 'prevention is better (and cheaper) than cure'.  Providing micro financial services to the 'vulnerable non-poor' assists them to help themselves stay out of poverty.  It is a course of action that is more cost effective for both the client and the micro-finance institution.

6. Vulnerability is, however, difficult to measure: anticipated income or consumption changes are important to individuals and households before they occur - and even regardless of whether they occur at all - as well as after they have occurred.  The probability of falling into poverty tomorrow for today's non-poor is impossible to measure; but one can analyze income or consumption dynamics and variability as proxies for vulnerability.  Keeping in view these complexities, very simple definitions of the groups of households/people are adopted here, as in the following:

Poor 


: below the poverty line

Very (or extreme) poor
: below three-fourth's (0.75) of the poverty line

Moderately poor

: (poor)-(very poor) (i.e. those falling between

 (0.75) three-fourth's of the poverty line and the

 poverty line)

Non-poor


: above the poverty line

Vulnerable non-poor
: those falling between the poverty line and 1.25 of

 the poverty line

Non-vulnerable non-poor
: (non-poor)-(vulnerable non-poor) (i.e. those

 falling above 1.25 of the poverty line)

It may be noted that there are other methods of measuring the 'Vulnerable non-poor', which require types of data not usually available from the Indian National Sample Survey (NSS). 

Data and Methods used in the Research Study

7. In India, data on the consumer expenditure of household collected by the NSS are used as proxy to income of household and form the basis of estimates of poverty.  Also, the NSS included for the first time in 1999-2000 in its large scale employment and unemployment survey (EUES), certain probing questions to usual status workers regarding some specific features of the enterprises in which they worked.  The survey also collected, through an abridged work sheet, data on the consumer expenditure of the household to which the worker belonged.  The survey was so planned and executed that it was possible to identify the members of the household who were employed as usual status workers in informal sector enterprises.  Non-agricultural private unincorporated enterprises comprising the proprietary and partnership groups of enterprises constituted the informal sector enterprises.  The gender of the head of household as well as each member of the household was also recorded.  In view of this context, for the first time, the NSS could generate and disseminate household level micro data, which could be used to undertake an analysis of links among “employment in informal sector”, “poverty”, “vulnerability” and “gender”.

8. In the NSS every sample household is categorised into 'household types', depending on the economic activity of the members of the household, during the 365 days preceding the date of survey, from which major income of the household is generated.  Five household types are distinguished for the rural households, viz, (i) self-employed in agriculture; (ii) self-employed in non-agriculture; (iii) agricultural labour, (iv) other (than agricultural) labour; (v) (residual) others.  For urban households, four categories of household types are distinguished, namely; (i) self-employed household; (ii) regular wage/salaried households; (iii) casual labour households; (v) (residual) others.

9. In this research study, certain additional definitions are used for identifying the type of households.  

A household having at least one usual principal status worker (UPSW) in informal sector and no UPSW outside informal sector is called a 'household sustaining on employment in informal sector'.  

A household sustaining on employment in informal sector and whose household type code is (a) self -employed in non-agriculture in rural areas or (b) self-employed in urban areas is called a ‘household sustaining on self-employment in informal sector’.  

A household sustaining on employment in informal sector and whose household type code is ‘regular wage/salaried’ in urban areas is called a 'household sustaining on regular wage/ salaried employment in informal sector in urban India'.  

A household sustaining on employment in informal sector and whose household type code is ‘casual labour’ in urban areas is called a 'household sustaining on casual wage employment in informal sector in urban India’.

A household sustaining on employment in informal sector and whose head is a female is called a 'female headed household sustaining on employment in informal sector'.

10. Poverty is estimated officially in India on the basis of one measure, namely proportion of the population below an exogenously specified poverty line.  For a household, monthly per capita consumer expenditure (MPCE), is its total consumer expenditure over a period of 30 days (preceding the date of survey) divided by the number of members in the household (size).  A person's MPCE is understood as that of the household to which he or she belongs.  The Indian Planning Commission, responsible for official estimates of the incidence of poverty based on NSS household consumer expenditure survey (CES) data, stated in their Press Note issued on 22 February 2001 that in 1999-2000 the all-India poverty line corresponded to MPCE level of Indian Rupees 327.56 in rural areas and Rupees 454.11 in urban areas.  The proportion of the population below the specified poverty line (or head count ratio) is officially recognised as 'poverty' estimate, when the distribution of persons by MPCE is based on the NSS household CES data.  Households/persons with MPCE less than the poverty line are defined as 'poor' households/persons, when the distribution of households/persons by MPCE is used.  It is then possible to define households/persons as very (extreme) poor, moderately poor, vulnerable non-poor, non-vulnerable non-poor and non-poor, as given in paragraph 6.  In 1999-2000, the NSS conducted a large scale household CES as usual with a detailed schedule wherein around 330 items of consumption expenditure were specified in detail over 15 pages to minimize recall lapse on the part of respondents in supplying the expenditure details.  The distribution of persons by MPCE estimated from the 1999-2000 household CES formed the basis for the official poverty estimates in 1999-2000.

11. As mentioned in paragraph 7, in 1999-2000, NSS also conducted a large scale EUES wherein the schedule included an abridged one page worksheet in which 32 different groups of items of consumption were specified and household consumer expenditure data on each of these 32 item groups were collected.  Considering the sizes of the schedules in the CES and EUES, it was thought that it would be very difficult to obtain information for both the schedules from the same household taking into account the fatigue of the respondent.  Therefore, unlike in earlier CES and EUES in 1993-94, the CES and EUES schedules in 1999-2000 were canvassed in separate sets of sample households.  However, the household consumer expenditure recorded in an abridged worksheet, as in EUES 1999-2000, is known to be affected by a greater degree of recall lapse than in detailed schedule on consumption as in CES 1999-2000 and hence would tend to understate the total consumer expenditure in comparison with that based on a detailed schedule.  This downward bias may be expected to shift the distribution of persons by MPCE based on EUES to the left of that based on CES in 1999-2000.  In fact, published results of the 1999-2000 EUES and CES indicated that the cumulative distribution function of MPCE based on EUES lied uniformly above that based on CES at the all-India level both in rural and urban areas.  Using the household level micro data set of EUES and published CES results in 1999-2000, Sundaram and Tendulkar (2002) found that if the understatement arising from the abridged worksheet used for recording consumption expenditure in EUES is adjusted for in the distribution of persons by MPCE and the poverty estimates are made on the basis of such an adjusted distribution, then the adjusted poverty estimates derived from EUES are very close to the official poverty estimates based on CES both in rural and urban areas of India.  This result forms the basis for making use of the adjusted distributions of households/persons by MPCE in rural as well as urban India derived from 1999-2000 EUES as yardsticks (standards) for obtaining valid and reliable comparisons and conclusions on the links among employment in informal sector, poverty, vulnerability and gender.  This is done in the present study.

 Results 
12. Making use of the definitions mentioned in paragraph 9 and the micro data at household level from the 1999-2000 EUES of NSS, a set of tables on 'distribution of households/persons by MPCE' in respect of different types of households sustaining on employment in informal sector were generated and used in this study.  Based on these tables and the adjustment indicated in the previous paragraph, further results on percentage distribution of different types of households and members therein according to economic condition: very poor, moderately poor, poor, vulnerable non-poor, non-vulnerable non-poor and non-poor, have been derived and presented in Tables 1 and 2.

Table 1

Percentage Distribution of different types of households according to Economic condition in Rural and Urban areas of India during 1999-2000

	Type of Household (hh)
	Sector
	Economic Condition

	
	
	Very Poor
	Moderately Poor
	Poor
	Vulnerable Non-poor
	Non-Vulnerable Non-poor
	Non-poor
	All

	General
	Rural

Urban
	7.82

6.81
	15.19

11.75
	23.01

18.56
	20.01

12.74
	56.98

68.70
	76.99

81.44
	100

100

	Hhs sustaining on employment in informal sector
	Rural

Urban
	4.78

7.91
	13.18

13.06
	17.96

20.97
	17.77

15.37
	64.27

63.66
	82.04

79.03
	100

100

	Hhs sustaining on self-employment in informal sector
	Rural

Urban
	4.55

6.88
	12.95

12.32
	17.50

19.20
	18.82

15.47
	63.68

65.33
	82.50

80.80
	100

100

	Hhs sustaining on regular wage/ salaried employment in informal sector
	Rural

Urban
	NA(
4.84
	NA

10.15
	NA

14.99
	NA

13.57
	NA

71.44
	NA

85.01
	NA

100

	Hhs sustaining on casual wage employment in informal sector
	Rural

Urban
	NA

16.95
	NA

20.63
	NA

37.58
	NA

18.73
	NA

43.69
	NA

62.42
	NA 

100

	Female headed hhs sustaining on employment in informal sector
	Rural

Urban
	5.10

10.46
	11.78

15.14
	16.88

25.60
	19.64

15.58
	63.48

58.82
	83.12

74.40
	100

100

	Hhs sustaining on employment in informal sector with only one male usual principal status worker (15 years and above)
	Rural

Urban
	3.75

6.62
	12.53

11.09
	16.28

17.71
	16.75

13.65
	66.97

68.64
	83.72

82.29
	100

100

	Hhs sustaining on employment in informal sector with only one female usual principal status worker (15 years and above)
	Rural

Urban
	6.44

11.11
	14.57

14.49
	21.01

25.60
	20.41

15.33
	58.58

59.07
	78.99

74.40
	100

100

	Hhs sustaining on employment in informal sector with only one male and one female usual principal status workers (15 years and above)
	Rural

Urban
	9.06

12.29
	16.88

16.12
	25.94

28.41
	21.77

20.23
	52.29

51.36
	74.06

71.59
	100

100

	Hhs sustaining on employment in informal sector with no literate member of age 15 years and above
	Rural

Urban
	9.83

19.56
	20.15

22.84
	29.98

42.40
	23.03

18.67
	46.99

38.93
	70.02

57.60
	100

100

	Hhs sustaining on employment in informal sector with no literate female member of age 15 years and above
	Rural

Urban
	6.99

12.49
	16.79

17.51
	23.78

30.00
	20.14

16.71
	56.08

53.29
	76.22

70.00
	100

100


13.  Key results from Table 1 are:

· In 1999-2000, rural India had 7.8% extreme poor, 15.2% moderately poor and 20% vulnerable non-poor households.

· Urban India was home to lower levels of extreme poor (6.8%), moderately poor (11.8%) and vulnerable non-poor (12.7%) households compared to rural India.

· Vulnerable non-poor households constituted a significantly higher proportion than moderately poor in rural areas unlike the case in urban areas.

· Households sustaining on employment in informal sector (which excludes agricultural activities) had lower shares in each of the three groups: extreme poor, moderately poor and vulnerable non-poor as compared to the situation in general households in rural India.  The opposite situation prevailed in urban India.

· Although the share of non-vulnerable non-poor households sustaining on employment in informal sector was almost same in urban and rural areas, the share of extreme poor was significantly higher in urban areas than in rural areas; the proportion of vulnerable non-poor was lower in urban areas than in rural areas; and the share of moderately poor was same in urban and rural areas.  The three distinct groups of extreme poor, moderately poor and vulnerable non-poor exhibited clear rural-urban differentials in the households sustaining on employment in informal sector.

· Households sustaining on self-employment in informal sector exhibited almost similar trends in economic condition as the households sustaining on employment in informal sector in both rural and urban areas.

· In urban India, in each of the three groups: extreme poor, moderately poor and vulnerable non-poor, the shares were the highest in households sustaining on casual wage employment in informal sector followed by those in households sustaining on self-employment in informal sector and the lowest shares were in households sustaining on regular wage/salaried employment in informal sector.  Also in households sustaining on casual wage employment in informal sector in urban India, moderately poor recorded higher share than vulnerable non-poor unlike the situation in households sustaining on self or regular wage/salaried employment in informal sector.

· Female headed households sustaining on employment in informal sector had higher shares of extreme poor and vulnerable non-poor compared to (all) households sustaining on employment in informal sector in rural areas.

· In urban areas, female headed households sustaining on employment in informal sector had higher shares of extreme poor and moderately poor but almost same share of vulnerable non-poor in comparison with households sustaining on employment in informal sector.

· In both rural and urban areas, in each of the three groups: extreme poor, moderately poor and vulnerable non-poor, the shares were the highest in households sustaining on employment in informal sector with only one adult male and one adult female usual prinicipal status workers (UPSW) followed by those in households sustaining on employment in informal sector with only one adult female UPSW and the lowest shares were in households sustaining on employment in informal sector with only one male UPSW.

· In both rural and urban areas, in each of the three groups: extreme poor, moderately poor and vulnerable non-poor, the shares were the highest in households sustaining on employment in informal sector with no adult literate member followed by those in households sustaining on employment in informal sector with no adult female literate member and the lowest shares were in (all) households sustaining on employment in informal sector.

· As compared to the general households in rural areas, share of non-vulnerable non-poor households was higher in respect of (a) households sustaining on employment in informal sector, (b) households sustaining on self-employment in informal sector, (c) female headed households sustaining on employment in informal sector and (d) households sustaining on employment in informal sector with only one adult male or female UPSW.

· In urban areas, as compared to the general households, share of non-vulnerable non-poor households was higher only in respect of households sustaining on regular wage/salaried employment in informal sector.

· Vulnerable non-poor general households in rural areas has a higher share compared to vulnerable non-poor in respect of (a) households sustaining on employment in informal sector, (b) households sustaining on self-employment in informal sector, (c) female headed households sustaining on employment in informal sector and (d) households sustaining on employment in informal sector with only one adult male UPSW.  On the other hand in urban areas, none of the household types sustaining on employment in informal sector had a lower share of vulnerable non-poor as compared to the vulnerable non-poor in general households.

Table 2

Percentage Distribution of Members of different types of Households according to Economic condition in Rural and Urban areas of India during 1999-2000

	Type of Household (hh)
	Sector
	Economic Condition

	
	
	Very Poor
	Moderately Poor
	Poor
	Vulnerable Non-poor
	Non-Vulnerable Non-poor
	Non-poor
	All

	General
	Rural

Urban
	8.49

9.39
	18.60

14.23
	27.09

23.62
	21.43

15.39
	51.48

60.99
	72.91

76.38
	100

100

	Hhs sustaining on employment in informal sector
	Rural

Urban
	6.06

10.98
	15.82

16.28
	21.88

27.26
	19.64

17.28
	58.48

55.46
	78.12

72.74
	100

100

	Hhs sustaining on self-employment in informal sector
	Rural

Urban
	5.92

9.53
	15.30

15.18
	21.22

24.71
	20.60

17.10
	58.18

58.19
	78.78

75.29
	100

100

	Hhs sustaining on regular wage/ salaried employment in informal sector
	Rural

Urban
	NA(
7.42
	NA

14.15
	NA

21.57
	NA

16.75
	NA

61.68
	NA

78.43
	NA

100

	Hhs sustaining on casual wage employment in informal sector
	Rural

Urban
	NA

22.86
	NA

24.20
	NA

47.06
	NA

19.81
	NA

33.13
	NA

52.94
	NA

100

	Female headed hhs sustaining on employment in informal sector
	Rural

Urban
	5.74

14.98
	13.57

17.73
	19.31

32.71
	21.70

15.52
	58.99

51.77
	80.69

67.29
	100

100

	Hhs sustaining on employment in informal sector with only one male usual principal status worker (15 years and above)
	Rural

Urban
	5.04

9.59
	15.45

14.71
	20.49

24.30
	18.93

16.02
	60.58

59.68
	79.51

75.70
	100

100

	Hhs sustaining on employment in informal sector with only one female usual principal status worker (15 years and above)
	Rural

Urban
	8.68

16.51
	20.51

16.45
	29.19

32.96
	22.32

15.58
	48.49

51.46
	70.81

67.04
	100

100

	Hhs sustaining on employment in informal sector with only one male and one female usual principal status workers (15 years and above)
	Rural

Urban
	11.22

15.77
	19.38

18.14
	30.60

33.91
	22.51

21.61
	46.89

44.48
	69.40

66.09
	100

100

	Hhs sustaining on employment in informal sector with no literate member of age 15 years and above
	Rural

Urban
	13.27

28.74
	24.16

27.82
	37.43

56.56
	24.58

18.95
	37.99

24.49
	62.57

43.44
	100

100

	Hhs sustaining on employment in informal sector with no literate female member of age 15 years and above
	Rural

Urban
	9.21

19.92
	20.80

23.98
	30.01

43.90
	22.20

19.91
	47.79

36.19
	69.99

56.10
	100

100


14.  Key results from Table 2 are:

· In 1999-2000, rural India had 8.5% extreme poor, 18.6% moderately poor and 21.4% vulnerable non-poor persons.

· Urban India recorded higher level of extreme poor (9.4%) and lower levels of moderately poor (14.2%) and vulnerable non-poor (15.4%) persons compared to rural India.

· Vulnerable non-poor persons constituted a significantly higher proportion than moderately poor in rural areas, whereas in urban areas only a slightly higher share was noted for vulnerable non-poor as compared to moderately poor persons.

· Households sustaining on employment in informal sector had lower shares of persons in each of the three groups: extreme poor, moderately poor and vulnerable non-poor as compared to the situation in general households in rural India.  The opposite situation prevailed in urban India.

· In the case of households sustaining on employment in informal sector, rural areas recorded lower shares of extremely poor and moderately poor and higher share of vulnerable non-poor persons as compared to urban areas.

· Households sustaining on self-employment in informal sector had slightly lower shares of extreme poor and moderately poor persons in both rural and urban areas as compared to the situation in households sustaining on employment in informal sector.

· The shares of vulnerable non-poor persons in households sustaining on self-employment in informal sector was slightly higher in rural areas and slightly lower in urban areas in comparison with the situation in households sustaining on employment in informal sector.

· In urban India, the shares of persons in each of the three groups: extreme poor, moderately poor and vulnerable non-poor were the highest in households sustaining on casual wage employment in informal sector followed by those in households sustaining on self-employment in informal sector and the lowest shares of persons were in households sustaining on regular wage/salaried employment in informal sector.  Also in households sustaining on casual wage employment in informal sector in urban India moderately poor recorded higher share of persons than vulnerable non-poor unlike the situation in households sustaining on self or regular wage/salaried employment in informal sector.

· Female headed households sustaining on employment in informal sector had lower shares of persons in extreme poor and moderately poor groups and higher share of persons in vulnerable non-poor group as compared to the situation in (all) households sustaining on employment in informal sector in rural India.  The opposite situation prevailed in urban India.

· The share of non-vulnerable non-poor persons was the highest in households sustaining on employment in informal sector with only one adult male UPSW followed by that in households sustaining on employment in informal sector with only one adult female UPSW and the lowest share was in households sustaining on employment in informal sector with only one adult male and one adult female UPSWs in both rural and urban India.  The opposite situation prevailed in the case of share of poor persons.

· In rural India, the shares of persons in each of the three groups: extreme poor, moderately poor and vulnerable non-poor were higher in households sustaining on employment in informal sector with no adult literate member as compared to the situation in households sustaining on employment in informal sector with no adult female literate member.

· In urban India, the shares of persons in each of the groups: extreme poor and moderately poor were higher in households sustaining on employment in informal sector with no adult literate member in comparison with the situation in households sustaining on employment in informal sector with no adult female literate member. 

· In rural areas, the share of non-vulnerable non-poor persons was higher in respect of (a) households sustaining on employment in informal sector, (b) households sustaining on self-employment in informal sector, (c) female headed households sustaining on employment in informal sector and (d) households sustaining on employment in informal sector with only one adult male UPSW than in the case of general households.

· In urban areas, share of non-vulnerable non-poor persons was higher only in respect of households sustaining on regular wage/salaried employment in informal sector as compared to the general households.

· The share of vulnerable non-poor persons was lower in respect of (a) households sustaining on employment in informal sector, (b) households sustaining on self-employment in informal sector and (c) households sustaining on employment informal sector with only one adult male UPSW as compared to the situation in general households in rural areas.  On the other hand in urban areas, none of the household types sustaining on employment in informal sector had a lower share of vulnerable non-poor persons in comparison with the situation in general households.

Concluding Remarks
15.  In this paper, the main focus is on quantifying the shares of the three groups: extreme poor, moderately poor and vulnerable non-poor households/persons among (all) general households and household types sustaining on employment in informal sector in rural as well as urban areas of India, during 1999-2000, (Table 1 and 2), making use of the household level data in the employment and unemployment survey conducted by the Indian National Sample Survey.  The methodology evolved in this research has application in analysing similar data collected during 2004-2005 (61st round) EUES by NSS. 
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