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1. Introduction


An all-India survey on the situation of employment and unemployment in India during the period July 1999 – June 2000 was carried out as part of the 55th round of the National Sample Survey (NSS). A notable feature of this employment and unemployment survey was the inclusion of certain probing questions in Schedule 10 (Employment and Unemployment) for the first time in respect of usual status workers regarding the non-agricultural enterprises in which they worked. The questions associated with the enterprise included location of workplace, enterprise type, whether kept written accounts, and number of workers. This apart, certain information with respect to each sample worker – whether worked under given specifications, who provided credit/raw material/equipment, basis of payment, type of specifications (to mention the important ones) – were  also collected. These questions are useful to ascertain whether each individual worker is engaged in the informal sector or not.


As regards the ‘enterprise type’, provision was made to classify each enterprise under five major categories namely, proprietary, partnership, public sector, semi-public, and others (including limited companies and cooperative societies). The first two categories are, in fact, the unincorporated enterprises. We classify a worker employed in such an enterprise as working in the ‘informal sector’. On the other hand, a worker employed in any of the latter three categories is classified as being engaged in the ‘formal sector’. 

As per the survey, about 69% of the non-agricultural workers according to usual activity status (principal and subsidiary statuses combined) were found to be engaged in the informal sector in India. The corresponding percentages for rural and urban India were 71% and 68% respectively
.  
In this article, we would basically analyze the relative position of three categories of households namely (a) households with the members engaged in the informal sector alone, (b) households with the members engaged in the formal sector alone, and (c) all households. The ‘relative position’ would be assessed in terms of two indicators, that is, household average monthly per capita consumer expenditure (MPCE) and head count ratio (HCR) signifying proportion of people below the poverty line. The first two categories of households are abbreviated as ‘Informal’ and ‘Formal’ in the statistical tables forming part of this article.
2.  Distribution of persons by MPCE class and average MPCE based on
     alternate schedules

In Schedule 10 of NSS 55th round, a worksheet was appended to record household consumer expenditure. The worksheet is nothing but an abridged version of standard household consumer expenditure schedule (schedule 1.0) that was canvassed in an independent sample of households. 
From the per thousand distribution of persons by MPCE class based on two alternate schedules (Table 1), it is interesting to observe that Schedule 10 gives higher percentage of people in the lower MPCE classes. This is true for both rural and urban India. Further, average MPCE based on Schedule 10 is found to be consistently smaller than that based on Schedule 1.0 for each major State and all-India in both rural and urban (Table 2). At the all-India level, estimated average MPCE based on Schedule 10 is lower by about 9% for the rural areas and 11% for the urban areas. It is worth mentioning here that total sample size for each schedule type is quite large and is more or less of the same order. 
Considering all the facts stated above, we are of the view that consumer expenditure is under-reported in Schedule 10 because of the use of the worksheet. Due to such under-reporting, there has been a downward shift in the percentage of people. As an evidence of the phenomenon of under-reporting due to the use of such an abridged schedule, also see the article of the author titled “The level of living of farmers as compared to the general population: A comparative analysis based on NSS 59th round survey” presented in the Seminar on the Situation Assessment Survey of Farmers held in October 2005.
Table 1: Per’000 distribution of persons by MPCE class, Sch 10 vs Sch 1.0
	Rural India
	Urban India

	MPCE class

(Rs)
	Per’000 distribution
	MPCE class

(Rs)
	Per’000 distribution

	
	Sch 10
	Sch 1.0
	
	Sch 10
	Sch 1.0

	less than 225
	79
	52
	less than 300
	77
	52

	225 – 255
	63
	50
	300 – 350
	62
	50

	255 – 300
	118
	100
	350 – 425
	107
	96

	300 – 340
	116
	100
	425 – 500
	113
	101

	340 – 380
	110
	103
	500 – 575
	103
	99

	380 – 420
	97
	97
	575 – 665
	105
	100

	420 – 470
	99
	102
	665 – 775
	98
	101

	470 – 525
	80
	93
	775 – 915
	89
	100

	525 – 615
	90
	103
	915 – 1120
	88
	100

	615 – 775
	77
	99
	1120 – 1500
	82
	101

	775 – 950
	36
	50
	1500 – 1925
	41
	50

	950 & above
	34
	50
	1925 & above
	35
	50

	all
	1000
	1000
	all
	1000
	1000

	Estd persons (00)
	6839242
	6917836
	Estd persons (00)
	2326832
	2323931

	Sample persons
	371188
	374856
	Sample persons
	225500
	225160


Source: Sch. 10: Table 31, NSS Report No. 458, Part-I; Sch. 1.0: Table 1, NSS Report No. 457

Table 2: Average MPCE for major States: Sch. 1.0 vs Sch. 10, NSS 55th Round

	State
	Rural
	Urban

	
	Average MPCE (Rs)
	% Diff


	Average MPCE (Rs)
	% Diff

	
	Sch 1.0
	Sch 10
	
	Sch 1.0
	Sch 10
	

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)

	Andhra Pradesh
	453.61
	429.26
	5.4
	773.52
	708.57
	8.4

	Assam
	426.13
	403.54
	5.3
	814.12
	757.46
	7.0

	Bihar
	385.10
	352.43
	8.5
	601.90
	571.50
	5.1

	Gujarat
	551.33
	495.61
	10.1
	891.68
	837.69
	6.1

	
	
	
	
	
	
	

	Haryana
	714.38
	646.40
	9.5
	912.08
	815.29
	10.6

	Himachal Pradesh
	684.53
	614.52
	10.2
	1243.30
	1068.49
	14.1

	Karnataka
	499.78
	434.98
	13.0
	910.99
	803.09
	11.8

	Kerala
	765.71
	671.73
	12.3
	932.62
	800.20
	14.2

	
	
	
	
	
	
	

	Madhya Pradesh
	401.50
	364.65
	9.2
	693.56
	609.35
	12.1

	Maharashtra
	496.77
	439.50
	11.5
	973.33
	856.78
	12.0

	Orissa
	373.17
	343.17
	8.0
	618.49
	581.30
	6.0

	Punjab
	742.82
	637.24
	14.2
	898.82
	818.47
	8.9

	
	
	
	
	
	
	

	Rajasthan
	548.88
	507.55
	7.5
	795.81
	728.61
	8.4

	Tamil Nadu
	514.07
	448.66
	12.7
	971.63
	802.82
	17.4

	Uttar Pradesh
	466.63
	433.91
	7.0
	690.33
	610.23
	11.6

	West Bengal
	454.80
	404.04
	11.2
	866.59
	784.49
	9.5

	Delhi
	917.21
	894.52
	2.5
	1383.60
	1176.47
	15.0

	
	
	
	
	
	
	

	All-India
	486.16
	440.68
	9.4
	854.92
	759.67
	11.1


Note: 1. 
Estimates of average MPCE based on Schedule 1.0 are as per NSS Report No. 497

         2. Schedule 10 estimates of average MPCE are based on special tabulation of data except those for

              revisited samples.

         3. Col.4 = 100 x (col.2 – col.3) / col.2; Col.7 = 100 x (col.5 – col.6) / col.5; 
3. Average MPCE and HCR for different household categories       

Now let us turn into the main theme of this article, that is, the relative position of different categories of households (All, Informal, and Formal) defined under section 1. Since there has been under-reporting of consumption expenditure in Schedule 10, to obtain the HCR based on Schedule 10 for each of the three household categories, we first work out percentage distribution of persons by MPCE class (unadjusted; class-limits being the same as those adopted for Schedule 1.0). Thereafter, we adjust these MPCE class-limits by multiplying with a correction factor equal to the ratio of average MPCE cased on Schedule 1.0 to that based on Schedule 10 as presented in Table 2. Finally, we obtain the HCR for each household category from this percentage distribution of persons by ‘adjusted’ MPCE class. Survey based average MPCE for each household category is also adjusted by multiplying with the correction factor. The results are presented in Table 3 (rural) and Table 4 (urban). Percentage difference between the average MPCEs of informal and formal household categories is given in Table 5.
Table 3: Average MPCE and HCR for various household categories in rural areas

	State
	PL

’99-00*

(Rs.)
	Average MPCE: Adjusted (Rs.)
	HCR (%)

	
	
	Household category
	Household category

	
	
	All
	Informal
	Formal
	All
	Informal
	Formal

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)

	Andhra Pr.
	262.94
	456.51
	454.39
	592.82
	11.05
	8.68
	3.06

	Assam
	365.43
	428.73
	415.00
	495.25
	41.61
	44.08
	30.54

	Bihar
	333.07
	387.91
	378.07
	512.48
	41.06
	42.25
	26.77

	Gujarat
	318.94
	553.99
	565.11
	740.88
	12.05
	7.39
	6.02

	Haryana
	362.81
	717.25
	638.79
	905.13
	9.56
	10.88
	2.41

	Himachal Pr.
	367.45
	687.29
	626.03
	846.58
	8.91
	15.60
	3.75

	Karnataka
	309.59
	503.25
	536.57
	756.02
	17.77
	14.70
	3.91

	Kerala
	374.79
	768.30
	747.78
	1051.00
	10.44
	10.59
	4.78

	Madhya Pr.
	311.34
	404.09
	415.10
	569.25
	34.08
	29.80
	14.10

	Maharashtra
	318.63
	499.60
	541.42
	724.53
	22.76
	15.18
	7.39

	Orissa
	323.92
	376.25
	390.38
	580.68
	45.08
	37.42
	8.90

	Punjab
	362.68
	746.04
	664.44
	924.39
	5.91
	4.70
	5.49

	Rajasthan
	344.03
	551.53
	535.31
	616.42
	12.25
	14.28
	8.09

	Tamil Nadu
	307.64
	517.90
	536.23
	708.10
	21.01
	15.74
	13.24

	Uttar Pradesh
	336.88
	469.95
	453.82
	648.47
	28.55
	30.85
	16.31

	West Bengal
	350.17
	458.13
	477.27
	724.91
	30.64
	24.89
	8.06

	Delhi
	362.68
	920.78
	921.80
	942.31
	1.56
	1.22
	0.00

	All-India
	327.56
	488.72
	506.37
	690.61
	25.16
	21.11
	10.71


* Poverty Line, 1999-2000; Source: Planning Commission. Entry for Col.3 does not match with corresponding entry against Sch. 1.0 in Table 2 since rounded-off unadjusted figures were adjusted.   
Table 4: Average MPCE and HCR for various household categories in urban areas

	State
	PL

’99-00*
(Rs.)
	Average MPCE: Adjusted (Rs.)
	HCR (%)

	
	
	Household category
	Household category

	
	
	All
	Informal
	Formal
	All
	Informal
	Formal

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)

	Andhra Pr.
	457.40
	776.17
	685.56
	1039.26
	27.01
	31.05
	7.84

	Assam
	343.99
	816.85
	726.57
	966.25
	8.52
	15.77
	2.67

	Bihar
	379.78
	604.53
	496.05
	828.86
	28.56
	37.42
	7.11

	Gujarat
	474.41
	894.14
	859.01
	1043.16
	15.87
	15.95
	7.17

	Haryana
	420.20
	915.11
	847.99
	1157.87
	11.16
	12.08
	2.11

	Himachal Pr.
	420.20
	1246.22
	1042.59
	1426.58
	3.68
	7.08
	0.23

	Karnataka
	511.44
	914.29
	800.86
	1254.60
	24.15
	28.56
	9.00

	Kerala
	477.06
	935.88
	820.50
	1325.16
	18.74
	21.30
	5.33

	Madhya Pr.
	481.65
	696.58
	635.11
	916.25
	36.08
	37.94
	21.17

	Maharashtra
	539.71
	975.85
	861.11
	1268.95
	24.82
	31.92
	9.25

	Orissa
	473.12
	621.36
	559.65
	806.49
	43.43
	50.08
	20.80

	Punjab
	388.15
	901.60
	847.79
	1135.51
	6.48
	7.53
	2.97

	Rajasthan
	465.92
	798.42
	713.23
	1051.82
	19.60
	24.89
	3.35

	Tamil Nadu
	475.60
	975.48
	826.62
	1458.38
	16.20
	19.50
	4.74

	Uttar Pradesh
	416.29
	693.46
	608.62
	1069.04
	26.74
	32.12
	4.99

	West Bengal
	409.22
	869.36
	737.91
	1098.03
	12.66
	16.54
	5.03

	Delhi
	505.45
	1386.58
	1228.98
	1752.33
	6.70
	9.38
	0.78

	All-India
	454.11
	857.54
	758.51
	1158.02
	21.51
	25.73
	7.14


* Poverty Line, 1999-2000; Source: Planning Commission
Table 5: Percentage difference between average MPCEs of informal and

               formal household categories
	State
	Rural Areas
	Urban Areas

	
	Average MPCE (Rs)
	% Diff


	Average MPCE (Rs)
	% Diff

	
	Household category
	
	Household category
	

	
	Informal
	Formal
	
	Informal
	Formal
	

	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)

	Andhra Pr.
	454.39
	592.82
	23.4
	685.56
	1039.26
	34.0

	Assam
	415.00
	495.25
	16.2
	726.57
	966.25
	24.8

	Bihar
	378.07
	512.48
	26.2
	496.05
	828.86
	40.2

	Gujarat
	565.11
	740.88
	23.7
	859.01
	1043.16
	17.7

	
	
	
	
	
	
	

	Haryana
	638.79
	905.13
	29.4
	847.99
	1157.87
	26.8

	Himachal Pr.
	626.03
	846.58
	26.1
	1042.59
	1426.58
	26.9

	Karnataka
	536.57
	756.02
	29.0
	800.86
	1254.60
	36.2

	Kerala
	747.78
	1051.00
	28.9
	820.50
	1325.16
	38.1

	
	
	
	
	
	
	

	Madhya Pr.
	415.10
	569.25
	27.1
	635.11
	916.25
	30.7

	Maharashtra
	541.42
	724.53
	25.3
	861.11
	1268.95
	32.1

	Orissa
	390.38
	580.68
	32.8
	559.65
	806.49
	30.6

	Punjab
	664.44
	924.39
	28.1
	847.79
	1135.51
	25.3

	
	
	
	
	
	
	

	Rajasthan
	535.31
	616.42
	13.2
	713.23
	1051.82
	32.2

	Tamil Nadu
	536.23
	708.10
	24.3
	826.62
	1458.38
	43.3

	Uttar Pr.
	453.82
	648.47
	30.0
	608.62
	1069.04
	43.1

	West Bengal
	477.27
	724.91
	34.2
	737.91
	1098.03
	32.8

	Delhi
	921.80
	942.31
	2.2
	1228.98
	1752.33
	29.9

	
	
	
	
	
	
	

	All-India
	506.37
	690.61
	26.7
	758.51
	1158.02
	34.5


Note: % Diff = (Formal – Informal) / Formal x 100
The following are the important findings:
(a) Prevalence of poverty was much higher among the informal household category as compared to the formal category. During 1999-2000, the HCR for the informal and formal categories were about 21% and 11% respectively for rural India. The corresponding percentages for urban India were 26% and 7% respectively.
(b) In other words, among the households belonging to the informal category, one out of every five households in rural India and one out of every four households in urban India was below the poverty line. As against this, position of formal household category was much better.
(c) The discrimination between formal and informal household categories, judged by the HCR as well as average MPCE, was more prevalent in urban India.
(d) The said discrimination was glaring for many States. Cases are more in number in the urban areas.
(e) Among the seventeen major States considered for analysis, HCR among the informal household category exceeded 30% in case of four States in the rural areas and six States in the urban area - the highest HCR having been observed for the State of Assam (44%) in case of rural and for the State of Orissa (50%) in case of urban. 

4. Concluding observations

About 70% of the non-agricultural workers in India are employed in the informal sector. We have observed that during 1999-2000, the prevalence of poverty was much higher among the households with workers engaged in the informal sector as compared to the households where members work in the formal sector. The discrimination was more prominent in urban India. It remains to be seen based on the NSS 61st round survey whether such discrimination between informal and formal household categories has narrowed down during 2004-05 or not.   
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