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PREFACE

Informal sector in today’s world provides livelihood sources to a
substantial section of the workforce. As employment opportunities
in the formal sector are shrinking, it is expected that informal sector
would provide the much needed relief. Thus we see that there is a
pressing need to understand the uniqueness of the informal sector in
relation to the quality of contractual relation, its linkages with the
formal sectors on the one hand and those between the farm and
non-farm sectors on the other in order to develop an understanding
of the macro-dynamics of the sector.  It has also been observed that
in the post reform period there has been a gradual casualisation and
feminization of the work force in the organized sector, thus leading
towards informalisation. This transition to the liberalized economic
regime has led to drastic decline in the social security benefits for the
formal sector workers. The informal sector worker who work in the
most pitiable condition like low-earnings, insecure jobs with no social
security benefits are the most hard-hit in this ongoing reorganization
and a move towards labour-market flexibility. The trickle down effect
of the growth process has been very slow in our economy and urban
informal sector is seen as a medium through which it could be achieved
to some extent. Basically the informal sector provides income-earning
opportunities for a large number of workers. In India too a large
magnitude of workforce gets their livelihood from the informal sector

Unemployment and particularly youth unemployment, has been
recognized as one of the major primary cause for political and social
instability in the North-Eastern region. The presence of industrial
base is very fragile in the region and expansion of employment
opportunities in the formal sector is very bleak. In most of the North-
Eastern states, government service is one of the most important and
most sought after job opportunity, and given the fiscal crunch, it is
extremely unlikely that government sector can be stretched any longer



to provide employment to all. Thus the role of informal sector,
particularly the urban informal sector cannot be undermined for all
those people who have left agriculture in search of better living
standards.

The present study has tried to investigate the nature of contractual
relations, quality of employment and labour market characteristics of
informal sector workers in the urban areas of North-East India. The
underlying relationships between skills, education, employability,
migration and gender-segregation in the informal sector have also
been looked into. The socio-economic condition of the workers brings
about the employment-earning-poverty inter-linkages in the specific
context of urban informal sector.

I hope this study will provide insight and benefit all those who are
working on the issue of informal sector.

(Kanwar Manjit Singh)
Director
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CHAPTER I

1.1 Introduction

Given the slow and inadequate growth of employment opportunities
in the formal sector, the informal sector is expected to provide
employment opportunities to a substantial section of the workforce
in India. As such, an overwhelming majority of the workforce earns
their livelihood from informal sources. However, given the limited
availability of secondary data and the heterogeneity of informal sector,
there is an urgent need to understand the characteristics of the informal
sector in relation to the varieties of contractual relationships, types
and quality of employment, forward and backward linkages with the
formal sectors in the specific regional as well as sectoral contexts.
Another dimension that has assumed importance in the post-reform
decades is the gradual casualisation and feminisation of the workforce
along with a tendency towards informalisation. The transition to the
liberalised economic regime, studies point out, has led to a decline in
the social security provisions for the formal sector workers. The
informal sector workers, who more often than not, work in low-
productive, low-earning, insecure jobs without any social security
provision, are likely to be adversely affected by the on-going
reorganisation and move towards introducing labour-market flexibility.
At the same time, it is important to note that globalisation and
liberalisation processes have altered the composition and character
of some of the informal sector activities, and sector-specific evaluation
is essential to understand the implications of the ongoing economic
restructuring for the informal sector workers.

1.2 Arunachal Pradesh: A Note on Economic
Development

Arunachal Pradesh, is a thinly populated, hilly and relat ively
underdeveloped state, which like many other hilly states of north
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east India, has undergone substant ial changes in the post-
independent decades in various spheres. Upto the early nineties,
GDP growth in the state was better than the national average, but
it has reversed in the last decade. During the entire period of 1971
to 2001, for which data is available, the Net State Domestic Product
(NSDP) has registered an average annual growth rate of 7.34 per
cent per annum, although the growth rate was much higher in the
seventies (7.07 per cent) and in the eighties (7.81 per cent) than in
the nineties (4.54 per cent). The structural transformation of the
Arunachal economy get s manife sted through increasing
diversification of the workforce, emergence of a modern non-farm
economy, rapid urbanisation and gradual integration with the
regional and national economy. However, it is important to note
that in the last three decades, the contribution of manufacturing
has never exceeded seven per cent of the state’s income. The share
of the secondary sector has gone up from around 20 per cent in
1970-71 to only 23.65 per cent in 2001-02, while that of the
tertiary sector has increased substantially during the same period –
from 20.48 per cent in 1970-71 to 41.68 per cent in 2001-02.
The share of the primary sector has decreased from around 60 per
cent to 35 per cent during the same period. The predominant role
of the state as the prime economic actor and the dependence of the
state government on central government aid and loans have crucially
conditioned the pattern of development of Arunachal Pradesh over
the past decades (Sachdeva, 2000). The decade of the nineties
seems to have reinforced the structural imbalances of the state’s
economy. Apart from the relatively slow growth of NSDP during
this decade, the dependence of the state on service sector in general
and public administration in particular increased substantially. As
such industrialisation never really had a firm footing in the state’s
economy, but the restrictions on timber trade imposed by the
Supreme Court of India, led to closure of many of the timber-based
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industries. Although agriculture has been growing over the years, it
is primarily the expansion of area under cultivation, rather than
improvements in yield rates, which have contributed to its growth.

One of the key institutional features of the labour market in Arunachal
Pradesh is the operation of ‘inner line permit’, which restricts the entry
of non-indigenous labour to the state. Because of low population density,
unavailability of skilled labour, various government policies and other
reasons, there has been a steady inflow of migrant labours to the state,
from other states of India, as well as from the neighbouring countries
(Upadhyay, 2002). Thus the lack of industrialization, predominance of
government service within the non-farm sector, and an ethnically diverse
labour force with a substantial migrant component have shaped the
growth of micro-enterprises in the state. According to NSS estimates
in 1987-88 in Arunachal Pradesh 13.83 per cent of the rural workers
and 46.62 per cent of the urban workers were migrants. In 1987-88,
around 55 per cent of the migrant workers were in white-collar
occupations and 45 per cent were manual workers. In 1999-2000 the
share of white collar workers in total number of migrant workers has
gone up in the urban sector, but among all migrant workers the share
of white-collar workers has come down to 30 per cent (Dubey et al,
2002).

1.3 Objectives of the Study

The broad objective of the study is to know the nature and quality of
employment in the urban informal sector in Arunachal Pradesh.
Specifically, the objectives of the proposed study are:

(i) To find out the contractual relations in different segments of the
urban informal sector in Arunachal Pradesh.

(ii) To investigate the quality of employment in the informal sector
in terms of earnings, job-security, working hours, etc.
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(iii) To find out the general socio-economic conditions of the informal
sector workers.

(iv) To examine the linkages, if any, between formal education and
earnings in different segments of the informal sector.

(v) To bring out policy prescriptions to improve the conditions of
workers in the urban informal sector.

1.4 Sampling Design and Database

The study is based on analysis of both primary and secondary data.

The secondary sources include population census of India, Economic

Census of Arunachal Pradesh and Statistical Abstract of Arunachal

Pradesh. To find out the contractual relations and socio-economic

conditions of workers in Arunachal Pradesh, a primary survey was

conducted. The primary survey was conducted basically at two levels.

Firstly, in order to find out the broad categories and main features

of the informal sector enterprises in the study area, an enterprise

level questionnaire was canvassed to randomly selected enterprises

in the three urban localities of Itanagar, Nirjuli and Naharlagun. In

total 150 enterprises were covered in this survey. The study, however,

is mainly based on primary data collected from 130 urban informal

workers on various individual and household characterist ics,

employment pattern, and nature of contractual arrangements. To

analyse the earnings and employment condit ions in different

segments of the urban informal sector we have selected a specified

number of workers from each of the major occupational categories.

The choice of these categories depended upon the insights from

the enterprise survey as well as the focused group discussions with

informants. Twenty workers were selected at random from each of

the following categories: construction, rickshaw pulling, auto repair,

transport and fabrication, hotels and restaurants and petty trading.
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Ten workers were selected from the domestic workers category.

Given their relative importance in the up coming business activities

in the study area, three workers from the IT and communications

sector and seven workers were selected from the handicrafts

manufacturing units. Ten workers were also selected from various

other occupations.

1.5 Organisation of Chapters

The report is organized as follows. In the introductory chapter the

objectives, database and methodology of the study has been

discussed along with an introductory note on the main features of

economic transformation of Arunachal Pradesh. In the next chapter

the conceptual issues relating to the urban informal sector has been

dealt with. The various theoretical and empirical discussions on the

characteristics and role of the informal sector have been incorporated

in this chapter, particularly focusing upon the studies on the Indian

economy. The size and features of urban informal sector in Arunachal

Pradesh has been presented in chapter-3, mainly based on the data

from the Economic Census of Arunachal Pradesh. The findings of

the survey of enterprises in the study area have also been

incorporated here. The fourth chapter basically deals with the

findings of the primary survey of informal sector workers. The

employment patterns, contractual relations, levels of earnings as

well as the socio-economic condit ions of workers have been

presented in this chapter. Summary of findings and policy

implications have been placed in the final chapter.
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Table: 1.1
Changes in Sectoral Distribution of workers in Arunachal Pradesh

Sectors Percentage of Workers

1971 1981 1991

A. Primary (1+2+3+4) 80.44 75.28 67.44

1. Cultivators 78.34 71.26 60.36

2. Agricultural labourers 1.96 2.49 5.13

3. Live stock/forestry/fishing 0.14 1.51 1.77

4. Mining and quarrying 0.00 0.02 0.18

  B. Secondary sector (1+2+3) 0.44 8.92 8.66

1. Manufacturing, processing, 0.31 0.32 0.19
    servicing and repairing in
    household industry

2. Manufacturing, processing, 0.04 1.64 2.49
servicing and Repairing
other than in household
industry

   3. Construction 0.1 6.97 5.98

C. Tertiary sector (1+2+3) 19.12 15.8 23.9

   1. Trade and commerce 0.58 2.22 3.31

   2. Transport, storage & 0.00 0.41 1.13

 communications

   3. Other services 18.54 13.17 19.47

Total 100.00 100.00 100.00

Sources: Census of India (Arunachal Pradesh) 1971, 1981 and 1991 Economic
Tables.
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CHAPTER-II

The Urban Informal Sector: Concepts and
Approaches

2.1  Definition

The concept of informal sector was first introduced by Keith Hart (1973),
with the distinction between wage and self-employment as the essential
difference between the formal and informal sectors. Later ILO broadened
the scope of the informal sector. Informal activities are typically
characterised by ease of entry, reliance on indigenous resources, family
ownership of enterprises, small scale of operations of labour intensive
and adaptive technology, skills acquired outside formal schooling system,
and unregulated and competitive markets. Inspite of the significant
contribution of informal sector activities in providing employment
opportunities in many third world economies, an early ILO study on
Kenya notes, ‘informal sector activities are largely ignored, rarely
supported, often regulated and sometimes actively discouraged by the
Government’ (ILO, 1972).

One of the perpetual problems associated with studying the informal
sector activities has been the lack of unanimity and clarity regarding
the definit ion of informal sector itself. (Kulashrestha, 1998;
Suryanarayan, 1998). The informal sector has been given a number of
interpretations by different authors. The definition prepared by ILO
and UNDP, in 1972 refers “to the non-structured sector that has
emerged in the urban centres as a result of the incapacity of the modern
sector to absorb new entrants”.  As per the system of National Accounts,
1993, informal sector refers to productive institutional units characterised
by (a) Low level of organisation (b) Little or no division of labour and
capital (c) Labour relations based on casual employment and /or social
relationship, as opposed to formal contracts. As per ILO, within the
household sector, the informal sector comprises of (i) informal own
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account enterprises and (ii) additional component consisting of
enterprises of informal employers. In India, usually, the concept of
unorganised sector is often used interchangeably with informal sector,
although the two are not necessarily the same (Kulashrestha, 1998).
Given the inadequacy and non-availability of reliable information on
the informal sector, efforts are being made to widen the scope of the
data generation efforts by various agencies to include, up to the extent
possible, the various dimensions of informal sector activities.

The informal sector has been given a number of interpretations by
different authors. The definition by ILO and UNDP, (1972) refers ‘to
the non-structured sector that has emerged in the urban centres as a
result of the incapacity of the modern sector to absorb new entrants’.
The so called modern sector has not had the capacity to absorb all the
new entrants to the labour market, especially in the developing countries.
As a means of survival many of the new entrants find themselves
engaged in the informal sector. These activities provide an alternative
to high open unemployment. According to McLaughlin (1990) informal
sector is characterized by - the use of family and unpaid labour and
reliance on manual labour rather than on sophisticated machinery and
equipment; flexibility, allowing people to enter and exit economic
activities in response to market demand; simple and some times
precarious facilities; the ability to improvise products from scrap
materials; a willingness to operate businesses at times and locations
convenient to customers; and a tendency to locate smaller markets, out
of the reach of the larger firms. McLaughlin also finds that mini and
micro enterprises only provide a means of subsistence through the
production of goods and services on a small scale with lower quality
and prices, and small and medium enterprises are associated with higher
levels of education of the entrepreneurs, higher levels of income and a
longer time in business. It is also found that the type of activities carried
out in the informal sector varies between the urban and rural areas.
The entrepreneurs in the urban areas are involved in activities, which
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are more geared towards the needs of the modern sector. These include
vehicle repair, radio repair, refrigerator repair, blacksmithing etc, while
that of the rural areas include herbal medicines, water pump
manufacture, leather crafts etc. The earnings in the rural areas are
much less than in the urban areas. This situation gives rise to a net
migration of the youth to the urban areas thus creating a number of
social problems.

2.2 Urban Informal Sector in India

Like in many of the developing economies, informal sector plays a very
important role in the Indian economy. There has been increasing
recognition of the significance of the sector not just as a source of
employment for a vast majority of the work-force, but also as a potential
source of growth and dynamism in a rapidly globalizing economy.
Informal sector in India is broadly characterized as consisting of units
engaged in the production of goods and services with the primary
objectives of generating employment and incomes to the persons
concern. These units typically operate at low level of organization,
with little or no division between labour and capital as factors of
production and on a small scale. Labour relations, where they exist,
are based mostly on causal employment, kinship or personal or social
relations rather than contractual arrangements with formal guarantees.
Empirical evidence provided by Papola (1981) in his study of Ahmedabad
points towards a distinction between formal and informal sectors based
on mode of production defined in terms of use of wage labour as one
of such basis. He defines informal sector as ‘a segment of the economy
having certain characteristics, which lead to unfavourable conditions
for the growth of enterprise and activities in this segment” (Papola:
1981). To him wage is the only variable which has the greater advantage
to bring distinction between two sectors. He includes, in a broad sense,
independent workers, casual workers working for households, shops,
eating houses and repair units in manufacturing sector in the informal
sector. According to Davies (1978) ‘in the formal sector, the mode of
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production determines superstructure, whereas the reverse is true for
the informal sector”. He further says that, relations of production in
the formal sector are based on a highly developed division of labour;
whereas the division of labour in the informal sector, if at all it exists, is
rudimentary and horizontal. Based on his empirical study in Calcutta,
Bose (1978) explains the concept of informal sector in a relative term.
According to him development of the formal sector is due to
underdevelopment and backwardness of the informal sector.

2.2 a. The Size and significance of the Informal Sector

Thus we see that the distinction between formal and informal sectors
is not analytically clear. Though there is disagreement among scholars
relating to types of workers it is composed of, its importance in urban
economy, its productiveness, socio-economic status of its participants
etc, inspite of all this, the significance of the concept of informal sector
is recognized. Firstly, there is importance of urban informal sector in
development effort for generation of income and employment and
efficient allocation of resources. Secondly, the concept has enlarged
the narrow notion of unemployment in the development literature.
Thirdly, despite rapid industrial development, the urban economies in
most developing countries continue to have a large part of their activities
in informal sector. The employment in the informal sector is estimated
to be varying from 25 per cent to 70 per cent in the urban areas of
many developing countries. The informal sector also contributes
substantially to urban incomes. Finally, informal sector has importance
for its role in use of low amount of capital, in use of local resources and
recycling of waste and in providing goods and services, which would
otherwise be available only at a higher cost and in some cases, would
not be available at all. In India, although only 8 per cent of the total
workforces were employed in the formal sector in 1993-94 the
overwhelming majority of workers earned a livelihood in the informal
economy (IAMR, 1999), the secondary data on this sector has been
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found to be inadequate on a number of counts (Banerjee, 1985; Singh,
1990; Kundu, 1998; Kantor, 1997). On the other hand, the important
role, played by informal sector activities, in providing earnings and
livelihood to a growing number of workers in future is gradually being
recognized at various levels (Planning Commission, 2002). One of the
fundamental problems characterizing the occupational structure of the
workforce in India has been the stagnation in employment growth in
the industrial sector. The share of manufacturing in total employment
declined dramatically during the 90s (Bhole and Dash, 2002; Planning
Commission, 2002). A declining trend in employment elasticity with
respect to GDP growth in past decades has made the task of accelerating
employment growth extremely difficult (Planning Commission, 1992;
2002).

2.2b Magnitude of Workforce Engaged in the Informal
Sector

The National Sample Survey organization (NSSO) carried out a sample
survey in 1999-2000 and its results showed that out of the total
workforce of 397 million, only 28 million workers are employed in the
organized sector and the remaining in the unorganized sector. Over a
decade, the employment in the organized sector has been almost
stagnant or slightly declined.  In the light of definition of informal sector
encompassing private unincorporated enterprises, NSS 55th round,
1999-2000 also covered non-agricultural enterprises in the informal
sector. As per the survey, there were 44.35 million enterprises and
79.71 million workers employed thereof in the non-agricultural informal
sector of the economy. Among these 25.01 million enterprises
employing 39.74 million workers were in rural areas whereas 19.34
million enterprises with 39.97 million workers in the urban area. Among
the workers engaged in the informal sector, 70.21 million are full time
and 9.5 million part time workers. Percentage of female workers to the
total workers is 20.2 per cent.
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The economic reforms programmes, formally initiated since the early
90s, have failed to generate enough employment opportunities and
studies clearly show that there has been a qualitative deterioration of
employment in the rural sector, particularly in case of rural non-farm
employment (Chadha and Sahu, 2002; Chadha, 2002). Given the low
employment elasticity of the formal sector, the impact of structural
employment on employment generation may not be favourable, even
though the overall, long run impact of the structural adjustment
programmes may be positive (Kundu, 1993;Nagraj, 1994). On the
other hand, there are clear indications that the trend in agriculture
production has been the worst in the 90s, possibly due to slowing
down of public sector investment in agriculture sector (Chadha, 2002).
This might induce a larger flow of migrant labour from rural to urban
areas, which in turn might lead to swelling up of the urban informal
sector (Kundu, 1993; 1997). As such there has been a tendency towards
flexibilisation, casualisation and out-sourcing within the formal
manufacturing sector (Breman, 1996; 2002). Thus, the role of informal
sector in providing earnings and livelihoods to the growing workforce,
particularly in the urban areas can hardly be overstressed. As
employment elasticity in the unorganised sector is at least 3.23 times
higher than that of the organised sector, there is an urgent need to
understand the changing dynamics of this sector and to develop
supportive policy measures to improve its performance (Planning
Commission, 2002).

2.2c Importance in the Indian Economy

About 370 million workers constituting 92% of the total workforce in
the country were employed in the unorganized sector as per NSS Survey
1999-2000. It plays a vital role in terms of providing employment
opportunity to large segment of the working force in the country and
contributes to the national product significantly. The contribution of
the unorganized sector to the net domestic product and its share in the
total NDP at current prices has been over 60%. In the matter of savings,
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the share of household sector in the total gross domestic saving mainly
unorganized sector is about three fourth. Thus we see that the
unorganized sector has a very important role in our economy in terms
of employment and its contribution to the National Domestic Product,
savings and capital formation.

2.3 Key Features and Determinants of the Informal
Sector

The informal sector is generally characterized by a great deal of
heterogeneity and low earnings. Studies have found that the labour
market in India is segmented with the workers having better education
and skills, taking up formal, permanent jobs while the illiterate and
unskilled end up in contract and casual work (Quadeer and Roy, 1989;
Deshpande, 1992). Informal sector is typically characterized by low
productivity, low earnings, poor working environment, long hours of
work and unproductive handling of hazardous substances, without
proper societal recognition and effective social security provision (Das,
1998; Unni and Rani, 2001; Kundu and Sharma, 2001; Jhabvala,
1998; Ambalavanan and Madheswaran, 2001; Das, 1998). Breman
(2001) has argued that the process of informalisation of the urban
economy is essentially a process of exploitation, marginalization and
exclusion. Mitra (1998) investigating the interstate disparities has pointed
out that in informal employment there seems to be an underlying
negative association between levels of urbanization and levels of
industrialization with the percentage of informal sector employment,
although no such observable correlation seems to exist between poverty
and level of informal sector employment.

Thus, there is a clear need to understand the pattern and quality of
employment in urban informal sector in different parts of India, with a
focus on the regional and sectoral specificities. It is important to note
that given the move towards flexibilisation, outsourcing and sub-
contracting within many high-value, export-oriented manufacturing and
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service sectors, there are a few informal sectors where there is a
tremendous scope for value-addition and job creation with relatively
better earnings (Kundu and Sharma, 2001). There is also a scope for
up scaling the technology as well as productivity in certain sectors by
adopting multiple strategies for creating demand and at the same time
developing a support mechanism to work on the supply side (Oberoi
and Chadha, 2001). In this context a sector specific selective approach
towards strengthening certain segments of the informal economy has
also been advocated. However, it is important to understand the linkages
and dependencies between the formal and informal sectors on the one
hand and those between the farm and non-farm sectors on the other
so as to develop an understanding of the macro-dynamics of the informal
sector.

Another important conceptual reorientation with substantial policy
implications is the need to draw a line of distinction between informal
sector enterprise and informal sector workers. For example, minimising
labour-cost through familial involvement in the production process is a
widely known strategy adopted by informal sector units to weather
competition (Das, 2000). It is however important to note that low labour
cost may be an advantage for the survival prospect of the unit, but this
results from the informal sectors lack of access to resources, specially
fixed and working capital and the underlying labour process may involve
long hours of tedious and hard work (Kulkarni, 1993). More often than
not, the informal sector is characterized by gender-based discrimination,
exploitation and segregation. Thus, any attempt at improving
productivity and earnings in the informal sector has to be based on the
contractual arrangements, quality of employment, working environment
from the perspectives of the workers- both paid and unpaid.
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CHAPTER III

The Urban Informal Sector in Arunachal
Pradesh

3.1 The Size of the Urban Informal Sector in
Arunachal Pradesh: Analysis of Economic Census
Data

As per Economic Census, 1998, of the total enterprises in Arunachal
Pradesh, only 0.97 per cent are engaged in agricultural activities, which
reflects the low levels of commercialization of agriculture in the state.
Of the agricultural enterprises, 54.23 per cent are own account
enterprises (OAE), among which 96.33 per cent are located in rural
areas. So far as the agricultural establishments are concerned, the data
shows that they were predominantly rural, and around 84 per cent of
these operate without any power or fuel (GoA, 2001).

The absence of a strong industrial base and the small size of the market
have resulted in a relatively high share of small and micro-enterprises
in Arunachal Pradesh. The share of informal enterprises in enterprises
and employment has been presented in Table-3.1a on the basis of the
economic census of 1990 and 1998. An informal enterprise is defined
here as an Own Account Enterprise (OAE) or an establishment where
9 or less number of workers work. It is found that the share of such
enterprises was as high as 93 per cent, and these account for around
50 per cent of the total persons employed. There seems to be little
inter-district variation in the share of micro-enterprises, which is lowest
in West Siang (89.20) and the highest in Tawang (96.77) (Table-3.1b).
Given the low share of agricultural enterprises in total enterprises, the
distribution of non-agricultural enterprises across different types of
enterprises can give a fair idea about the relative importance of different
types of informal sector enterprises (Table-3.1c). Of all non-agricultural
enterprises around 45 per cent were retail trade units, while 32.56 per
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cent were community, social and personal services, manufacturing
accounted for only 10 per cent of the enterprises in the state. Among
urban enterprises, the share of retail trade was even higher (57.35),
which along with community, social and personal services accounted
for around 77 per cent of all urban non-agricultural enterprises. These
two groups constitute 75.49 per cent of all rural enterprises. However,
manufacturing had a share of 12.01 per cent among all rural enterprises,
while its share among urban enterprises was only 4.67 per cent. So far
as employment in non-agricultural enterprises is concerned, it is
community, social and personnel services, which accounted for 52.62
per cent of all employment in enterprises in 1998. The other two
prominent types of enterprises in terms of share in employment were
retail trade (20.63 per cent) and manufacturing (9.81 per cent). Of all
people employed in rural OAEs around 57 per cent were engaged in
retail trade, while the shares of community, social and personal services
and manufacturing were 18.25 per cent and 15.58 per cent respectively.
Among persons employed in rural non-agricultural establishments, 65
per cent were engaged in community, social and personal services,
while 62 per cent of those employed in urban non-agricultural
establishments and around 68 per cent of those employed in the urban
OAEs, were engaged in retail trade.

In 1998, hired labour constituted 76.29 per cent of all persons
employed. Of the total persons employed in non-agricultural enterprises
76.48 per cent were hired labour. Of the total enterprises in the state
in 1998, 6.78 per cent operated without premises and 80.22 per cent
operated without power or fuel. In terms of social composition of the
entrepreneurs 24.86 were owned by the STs, which largely consisted
of the indigenous population of the state.

Thus, the over all picture that emerges from the analysis of economic
census data suggest that informal enterprises in Arunachal Pradesh
account for more than 90 per cent of establishments and their share in
total persons employed was also as high as fifty per cent. These
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enterprises mainly consist of retail trading and social, personal and
community services.

Table 3.1a
Percentage Share of Informal Sector Enterprises and

Employment in Arunachal Pradesh: 1990-98

Categories Rural Urban Combined

1990
Agriculture

OAE 58.59 30.89 57.94 35.38 58.52 31.38

Informal 94.16 66.82 99.21 95.61 94.77 70.44
Enterprise

Non-Agriculture

OAE 45.56 16.20 36.40 8.31 43.36 13.48

Informal 93.36 47.86 88.11 34.27 92.10 43.18
Enterprise

Total

OAE 46.31 16.87 36.96 8.60 44.12 14.08

Informal 93.40 48.72 88.39 34.93 92.23 44.09
 Enterprise

1998
Agriculture

OAE 58.01 34.05 20.00 8.64 54.23 31.24

Informal 93.92 63.80 90.00 60.49 93.53 63.44
Enterprise

Non-Agriculture

OAE 48.55 19.34 50.50 15.25 49.12 17.89

Informal 93.24 51.91 92.63 43.79 93.06 49.02
Enterprise

Total

OAE 48.66 19.52 50.40 15.23 49.18 18.01

Informal 93.25 52.06 92.62 43.84 93.06 49.14
 Enterprise

(Source: Report on Economic Census, 1990 and 1998, Arunachal Pradesh)
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Table-3.1b
Informal Sector Enterprises in Districts of

Arunachal Pradesh (1998)

Sl. Districts OAEs as %  of Agri.             Share of   Informal Sector in
N o   % to Total Enterprises Total Total Total

Enter to Total Agri-  Non-agri Enter-
prises Enter  cultural cultural prises

prises Enterprises  Enterprises

1 Tawang 59.46 1.61 100 96.72 96.77

2 West 44.27 1.08 78.95 91.30 91.16
Kameng

3 East 31.34 0.13 100.00 91.66 91.67
Kameng

4 Lower 39.80 0.23 100.00 93.11 93.12
Subansiri

5 Upper 41.36 0.37 100.00 92.41 92.44
Subansiri

6 West 59.07 0.11 66.67 94.32 94.28

 Siang

7 East 36.77 3.09 96.61 93.13 93.24

Siang

8 Dibang 47.90 0.49 100.00 93.14 93.17
Valley

9 Lohit 51.76 1.42 97.62 93.40 93.46

10 Changlang 53.10 0.88 95.00 93.18 93.20

11 Tirap 45.39 2.10 89.29 90.67 90.64

12 Papum 55.19 0.30 87.50 94.16 94.14

Pare

13 Upper 50.80 0.18 100.00 89.18 89.20

 Siang

Arunachal 48.92 0.97 93.53 93.06 93.06
Pradesh

(Source: Report on Fourth Economic Census, 1998, Arunachal Pradesh)
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Table: 3.1c
Non-Agricultural Enterprises in Arunachal Pradesh: 1998

(in percentages)

Sl. Major Activity Rural Urban Combined
No. Group OEA Estt. All OEA Estt. All OEA Estt. All

1 Mining 0.00 0.03 0.01 0.03 0.00 0.02 0.01 0.02 0.01
and
Quarrying

2 Manufacturing 17.90 6.45 12.01 3.97 5.37 4.67 13.62 6.14 9.81

3 Electricity, 0.00 1.42 0.73 0.00 0.59 0.29 0.00 1.18 0.60
Gas and
Water

4 Construction 0.29 0.51 0.40 0.16 0.89 0.52 0.25 0.62 0.44

5 Wholesale 0.46 0.31 0.38 0.36 0.59 0.47 0.43 0.39 0.41
Trade

6 Retail 57.49 22.55 39.52 69.63 44.83 57.35 61.22 29.04 44.85
Trade

7 Restaurants 5.58 7.67 6.66 3.94 9.00 6.44 5.08 8.06 6.59
& Hotels

8 Transports 0.60 2.54 1.60 3.20 1.22 2.22 1.40 2.16 1.79

9 Storage & 0.23 1.93 1.11 0.19 1.32 0.75 0.22 1.76 1.00
Warehousing

10 Communications 0.37 1.47 0.94 0.90 2.01 1.45 0.54 1.63 1.09

11 Financial l,0.17 1.14 0.67 0.68 1.85 1.26 0.33 1.34 0.84
Insurance,
Real Estate
and Business
Services

12 Community, 16.91 53.96 35.97 16.93 32.33 24.56 16.91 47.66 32.56
Social &
Personal
Services

Non- 100 100 100 100 100 100 100 100 100
Agricultural
Activities

(Source: Report on Fourth Economic Census, 1998, Arunachal Pradesh)
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Table: 3.1d
Employment in Non-Agricultural Enterprises in

Arunachal Pradesh: 1998
(in percentages)

Sl. Major Com- Rural Urban Combined
No. bined Group OEA Estt. All OEA Estt. All OEA Estt. All

1 Mining 0.00 0.58 0.46 0.02 0.00 0.00 0.1 0.36 0.30
and
Quarrying

2 Manufac- 15.58 12.19 12.84 5.02 4.17 4.30 12.38 9.24 9.81
turing

3 Electricity, 0.00 2.92 2.35 0.00 2.34 1.98 0.00 2.17 2.22
Gas and
Water

4 Construction 0.20 1.56 1.30 0.12 3.39 2.89 0.18 2.24 1.87

5 Wholesale 0.49 0.15 0.22 0.42 0.32 0.33 0.47 0.21 0.26
Trade

6 Retail Trade 56.89 9.62 18.76 67.78 16.14 24.01 60.19 12.01 20.63

7 Restaurants 7.35 3.87 4.54 5.29 5.81 5.73 6.73 4.58 4.97
& Hotels

8 Transports 0.53 1.39 1.22 2.77 1.08 1.34 1.21 1.28 1.27

9 Storage & 0.23 0.62 0.55 0.14 0.78 0.68 0.20 0.68 0.59
Warehousing

10 Communi- 0.31 0.70 0.63 0.81 2.23 2.02 0.46 1.26 1.12
cations

11 Financial, 0.16 1.32 1.09 0.86 2.00 1.83 0.37 1.57 1.35
Insurance,
Real Estate
and Business
Services

12 Community, 18.25 65.08 56.02 16.78 61.74 54.88 17.81 63.86 55.62
Social &
Personal
Services

Non- 100 100 100 100 100 100 100 100 100
Agricultural
Activities

(Source: Report on Fourth Economic Census, 1998, Arunachal Pradesh)
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3.2 Informal  sector enterprises in Arunachal
Pradesh: Insights from the Field

Given the paucity of information on the informal sector activities in
Arunachal Pradesh, we have used the findings from another study on
the micro-enterprises in Arunachal Pradesh, to provide some
background information on the urban informal sector in the state.

3.2a Type of Enterprises

Table: 3.2a
Activity-wise distribution of Surveyed Enterprises

Sl. Activities No of Percentage to
No Enterprises Total
1 Handicraft 3 2.0

2 Meat Slaughtering 2 1.3

3 Flour Mills and Grinding of Spices 5 3.3

4 Trunk Manufacturing 7 4.7

5 Wooden Furniture Making 14 9.3

6 Fabrication Units 15 10.0

7 Cable TV Operators 1 0.7

8 Tourist and Travel Agents 3 2.0

9 Auto-Rickshaw 8 5.3

10 Hotel and Restaurants 14 9.3

11 Petty Trading in Vegetables 10 6.7

12 Garment Shops 12 8.0

13 Pan Shops 4 2.7

14 Grocery and Multi Purpose Shops 8 5.3

15 Cycle-repairing 3 2.0

16 Garage 24 16.0

17 Repairing of Electrical Appliances 6 4.0

18 Cobblers 4 2.7

19 Barbers and Hair Dressers 4 2.7

20 Tailoring 1 0.7

21 Idol-making 2 1.3

Total 150 100.0

(Source: Field Survey)
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Informal sector enterprises in urban Arunachal Pradesh, like else where,
comprises of a large number of activities. To some extent the
heterogeneity of this sector has been captured by the data collected by
us. Although a variety of enterprises were covered in the survey, some
of the prominent activities are auto-repairing services (16 per cent),
hotels and restaurants (9.3), petty trading in vegetables (6.7), fabrication
units (10) and furniture shops (10) (Table-3.2a).

3.2b Enterprise Category

When we club the surveyed enterprises in to four broad categories, it is
found that retail trade, hotels and restaurants account for 32 per cent
of all, followed by, manufacturing and processing (30.7), community,
social and personal services (29.3). Transport and communications
services account for 8 per cent of all enterprises.

Table: 3.2b
Enterprise Category

Sl. Activities No of Percentage to
No Enterprises Total
1 Manufacturing and 46 30.7

Processing

2 Transport and 12 8.0
Communication

3 Retail Trade, Hotels 48 32.0
and Restaurants

4 Community, Social 44 29.3
and Personal Services

Total 150 100.0

(Source: Field Survey)

3.2c Age distribution of Enterprises

So far as the age distribution of the enterprises is concerned 12.7 per
cent of the enterprises were found to be of less than one year age,
38.8 per cent were between 2 to 5 years, 30 per cent were of 6 to 10
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years of age and the remaining 19-3 per cent were of more than 10
years of age (Table-3.2c)

3.2d OAE and Establishments

Of the total enterprises covered, 39.3 per cent were Own Account
Enterprises (OAEs), while the rest 60.7 per cent were establishments,
employing at least one hired labour. Of all enterprises in the retail trade
and hotels and restaurants group, 58.3 per cent were OAEs, while 75
per cent of enterprises in transport and communication were OAEs.

Table: 3.2d
OAE and Establishments

Sl. Category OAE Establishment Total
No
1 Manufacturing and     9     37      46

Processing (19.6%) (80.4%) (100.0%)

2 Transport and      9      3    12
Communication (75.0%) (25.0%) (100.0%)

3 Retail Trade, Hotels and    28     20    48
Restaurants (58.3%) (41.7%) (100.0%)

4 Community, Social and     13     31      44
Personal Services (29.5%) (70.5%) (100.0%)

Total     59     91    150
(39.3%) (60.7%) (100.0%)

(Source: Field Survey)

Table: 3.2c
Age Distribution of Enterprises

Sl.  Age No of Percentage to
No Enterprises Total
1  One year or Less 19 12.7

2  2-5 years 57 38.0

3  6-10 years 45 30.0

4  11 years or more 29 19.3

 Total 150 100.0

(Source: Field Survey)
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Nearly 20 per cent of the enterprises in manufacturing and processing
were found to be OAEs.

Of the total surveyed enterprises surveyed, 97.3 per cent were
established by their present owners. Thus individual efforts have played
a significant role in the establishment of these enterprises.

3.2e Enterprises Operating With and Without
Premises

The percentage of enterprises operating without a premise was found
to be 18 per cent (Table-3.2e), and mainly these enterprises are involved
in transport, petty trading in vegetables and textiles.

Table: 3.2e
Enterprises Operating Without any Premise

Sl. Category With Without Total
No Premises Premises

1 Manufacturing and 46 0 46
Processing (100.0%) (100.0%)

2 Transport and 4 8 12
Communication (33.3%) (66.7%) (100.0%)

3 Retail Trade, Hotels 34 14 48
and Restaurants (70.8%) (29.2%) (100.0%)

4 Community, Social 39 5 44
and Personal Services (88.6%) (11.4%) (100.0%)

Total 123 27 150
(82.0%) (18.0%) (100.0%)

(Source: Field Survey)

3.2f Availability of Electricity

Of the total enterprises surveyed, 19.3 per cent operate without any
electricity and the rest have access to electricity. However, not all the
enterprises having an electricity connection use electrical equipments
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for increasing productivity. Largely it is confined to use of a single bulb
for lighting purpose.

Table: 3.2f
Availability of Electricity

Sl Category Availability of Electricity
No Available Not Available Total
1 Manufacturing and 44 2 46

Processing (95.7%) (4.3%) (100.0%)

2 Transport and 4 8 12
Communication (33.3%) (66.7%) (100.0%)

3 Retail Trade, Hotels 34 14 48
and Restaurants (70.8%) (29.2%) (100.0%)

4 Community, Social 39 5 44
and Personal Services (88.6%) (11.4%) (100.0%)

Total 121 29 150
(80.7%) (19.3%) (100.0%)

(Source: Field Survey)

3.2g Employment Category

In terms of size of employment, 32.0 per cent of the enterprises operate
with only one worker, 24.0 per cent employed between 2 to 3 workers,

Table: 3.2g
Distribution of Enterprises by Employment Category

Sl. Category    No of Workers in Enterprises
No 1.00 2-3 4-5 6-9 Total
1 Manufacturing and 4 9 21 12 46

Processing (8.7%) (19.6%) (45.7%) (26.1%) (100.0%)

2 Transport and 9 2 1 0 12
Communication (75.0%) (16.7%) (8.3%) (100.0%)

3 Retail Trade, Hotels 25 8 11 4 48
and Restaurants (52.1%) (16.7%) (22.9%) (8.3%) (100.0%)

4 Community, Social 10 17 7 10 44
& Personal Services (22.7%) (38.6%) (15.9%) (22.7%) (100.0%)

Total 48 36 40 26 150
(32.0%) (24.0%) (26.7%) (17.3%) (100.0%)

(Source: Field Survey)
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26.7 per cent employed 4 to 5 workers and 17.3 per cent employed 6
to 9 workers (Table-3.2g).

3.2h Type of Operation

Of the total enterprises surveyed 91 percent operate through out the
year, while the rest operate seasonally. Among the seasonally operated

Table: 3.2h
Nature of Operation

Sl. Nature of Types of Enterprises
No Operation

OAE Establishments Total
1 Year-wise 47 89 136

(34.6%) (65.4%) (100.0%)
[79.7%]} [97.8%] [90.7%]

2 Seasonal 12 2 14
(85.7%) (14.3%) (100.0%)

{20.3%] [2.2%] [9.3%]

Total 59 91 150
(39.3%) (60.7%) (100.0%)
[100%] [100%] [100%]

(Source: Field Survey)

enterprises 86% are OAEs. These OAEs are mainly engaged in retail
trade in vegetables.

3.2i Share of Male and Female Entrepreneurs

Of the total enterprises surveyed 18 per cent were female entrepreneurs
and the rest were owned and operated by males. So clearly the female
entrepreneurs have an overwhelming presence in the urban informal
sector. However, it is significant to note that 42 per cent of all enterprises
in the category 'retail trade, hotels and restaurants' are owned and
operated by females.
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Table: 3.2i
Gender based categorization

Sl. Category Sex of Entrepreneur
No Male Female Total
1 Manufacturing 42 4 46

and Processing (91.3%) (8.7%) (100.0%)

2 Transport and 11 1 12
Communication (91.7%) (8.3%) (100.0%)

3 Retail Trade, Hotels 28 20 48
and Restaurants (58.3%) (41.7%) (100.0%)

4 Community, Social and 42 2 44
Personal Services (95.5%) (4.5%) (100.0%)

Total 123 27 150
(82.0%) (18.0%) (100.0%)

(Source: Field Survey)

3.2j Entrepreneurs by Social Groups

Of the total enterprises in the sample, 21 per cent are owned and
managed by the scheduled castes and the rest by others. The ST
entrepreneurs have a relatively higher presence in transport and
communications and also in retail trade, hotels and restaurants. There
seems to be some form of occupational segregation within the micro-
enterprise sector among the migrants and the local population, which,
of course, is influenced by factors such as differential access to informal
training and skills along with some socio-cultural factors. The local
ST entrepreneurs, for example, have a higher share in some
enterprises such as handicrafts, meat slaughtering, tourists and travel
agents, auto rickshaws and retailing. Either these activities are closely
connected with the traditional way of life (traditional textile weaving,
meat slaughtering) or are less skill-intensive (retail trade). The migrant
entrepreneurs on the other hand, typically have a higher presence in
skill-intensive activities, such as auto-repairing, fabrication units,
furniture manufacturing along with a number of services. While the
relatively older enterprises have their own trading licenses, because
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of a shift in government policy, new micro-entrepreneurs from non-
APST category complain of difficulties in getting the trading licenses.
While some of the migrant entrepreneurs have managed to obtain
the licenses in the name of local persons, paying them a 'rent', either
in lump-sum or in monthly installments, others, particularly those
engaged in social, personal and community services, operate without
obtaining any license. The various restrictions in land markets (non-
APST persons are not allowed to purchase land), in labour market
(the inner-line permit puts restrictions on inflow of migrants to the
predominantly tribal state) and also in getting licenses and contracts
critically condition both the type and nature of micro-enterprise growth
in the state.

Table: 3.2j
Entrepreneurs by Social Groups: ST and Others

Sl. Category Category Entrepreneur
No (APST=1, Non-APST=2) Total

APST Non-APST
1 Manufacturing 5 41 46

and Processing (10.9%) (89.1%) (100.0%)

2 Transport and 8 4 12
Communication (66.7%) (33.3%) (100.0%)

3 Retail Trade, Hotels 15 33 48
and Restaurants (31.3%) (68.8%) (100.0%)

4 Community, Social 3 41 44
and Personal Services (6.8%) (93.2%) (100.0%)

Total 31 119 150
(20.7%) (79.3%) (100.0%)

(Source:  Field Survey)
Note:    APST= Arunachal Pradesh Scheduled Tribes

3.2k Educational Qualification of Entrepreneurs

So far as the educational qualification of entrepreneurs is concerned,

it was found that a majority of entrepreneurs in the urban informal
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Table: 3.2k
Educational Qualification of Entrepreneurs

Sl Activities Levels of Education
No. Illiterate Up to Up to Up to Up to Beyond Total

Primary Middle High Class 12 Class 12
School School

1 Handicraft 1 2 3
(33.3%) (66.7%) (100.0%)

2 Meat 1 1 2
Slaughtering (50.0%) (50.0%) (100.0%)

3 Flour Mills 3 1 1 5
and Grinding (60.0%) (20.0%) (20.0%) (100.0%)
of Spices

4 Trunk- 6 1 7
Manufacturing (85.7%) (14.3%) (100.0%)

5 Wooden 6 4 4 14
Furniture (42.9%) (28.6%) (28.6%) (100.0%)
Making

6 Fabrication 4 5 5 1 15
Units (26.7%) (33.3%) (33.3%) (6.7%) (100.0%)

7 Cable TV 1 1
Operators (100.0%) (100.0%)

8 Tourist and 2 1 3
Travel Agents (66.7%) (33.3%) (100.0%)

9 Auto-Rickshaw 3 3 2 8
(37.5%) (37.5%) (25.0%) (100.0%)

10 Hotel and 1 5 4 3 1 14
Restaurants (7.1%) (35.7%) (28.6%) (21.4%) (7.1%) (100.0%)

11 Petty Trading 6 4 10
in Vegetables (60.0%) (40.0%) (100.0%)

13 Garment 6 1 3 1 1 12
Shops (50.0%) (8.3%) (25.0%) (8.3%) (8.3%) (100.0%)

14 Pan Shops 1 2 1 4
(25.0%) (50.0%) (25.0%) (100.0%)

15 Grocery and 1 6 1 8
Multi Purpose (12.5%) (75.0%) (12.5%) (100.0%)
Shops

16 Cycle-repairing 1 2 3
(33.3%) (66.7%) (100.0%)

17 Garage 13 8 3 24
(54.2%) (33.3%) (12.5%) (100.0%)

18 Repairing of 1 2 1 2 6
Electrical (16.7%) (33.3%) (16.7%) (33.3%) (100.0%)
Appliances

19 Cobblers 4 4
(100.0%) (100.0%)

20 Barbers and 1 1 2 4
Hair Dressers (25.0%) (25.0%) (50.0%) (100.0%)

21 Tailoring 1 1
(100.0%) (100.0%)

22 Idol-making 2 2
(100.0%) (100.0%)

Total 14 56 33 37 8 2 150
(9.3%) (37.3%) (22.0%) (24.7%) (5.3%) (1.3%) (100.0%)

(Source: Field Survey)
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sector have studied up to primary school. Only 9.3 per cent of the

entrepreneurs were illiterate. Similarly, in the other end of the

spectrum, it was found that only 5.3 per cent have studied up to class

12 and 1.3 per cent have studied beyond that. Thus in terms of

educational qualification, most of the entrepreneurs have studied only

for a few years in the school. The relatively better educated among

the entrepreneurs are engaged in activities like handicrafts, cable TV

operation, travel agency and tour operator etc. Those engaged in

petty trading in vegetables have a typically low level of educational

attainment.

3.2 l Source of Start- up capital

The source of start up capital is an important indicator of the degree of

institutional and non-institutional support received by the entrepreneurs.

In order to get an insight into the factors motivating or constraining the

entry into the micro-enterprise sector, the entrepreneurs were asked

about the source of their start-up capital.  Own savings remains the

main source of start up capital for a majority of entrepreneurs, followed

by funds from family and friends. Institutional sources of credit have

virtually played no role in the urban informal sector so far as sources of

start up capital is concerned (Box: I). For obvious reasons, women

entrepreneurs have relied more heavily on loans from friends and

relatives (Box: II).

3.2 m Desire for Expansion of Activities

It is important to note that 79.3 per cent of entrepreneurs do not

want to expand their current size of operation. The percentage of
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entrepreneurs who do not want to expand is higher in those

engaged in communit y, personal and social serv ices and

manufacturing and processing. While small size is considered to

have some advantages for micro-enterprises the reasons cited for

not-expanding the size differed among different t ypes of

enterprises. In the theoretical literature, farm-size heterogeneity

has been explained, variously, as a disequilibrium phenomenon

result ing from the adjustment problems in moving from one

equilibrium to another (Nelson and Winter, 1982), a response to

small size of the market and large transportation costs, the capacity

of SMEs to fit in to small and isolated markets (Sherner, 1973;

Pryor, 1972) and also the presence of high transaction costs and

information asymmetry (Fefchamps, 1994).

The spatial dispersion of human settlements, even within urban

and administrative centres, in Arunachal Pradesh creates scope for

household business to operate profitably catering to the relatively

small and isolated markets. Expansion of size may not necessarily

seem attractive to these localized enterprises primarily because of

the small-size of the market, but other factors, such as inadequate

availability of labour and high transport and storage costs also have

a bearing upon such decisions. For some urban firms, catering to a

relatively large and integrated urban market, however, the decision

to not to expand beyond their present size, our field investigations

reveal, has been mainly on the ground of restrictions on land market

transactions. Because the firms cannot acquire land and hence

cannot build permanent workshops or premises, they prefer to keep

the size flexible enough so as to be able to respond to any change

in government policy or social harmony.
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Table: 3.2 l
Source of Start up Capital

Sl. Category            Source of start-up capital
No Own Loan Other Banks Total

Savings From informal
Family,

friends and
relatives

1 Manufacturing 18 20 8 0 46
and Processing (39.13%) (43.48%) (17.39%) (100%)

2 Transport and 3 5 3 1 12
Communication (25.0%) (41.66%) (25.0%) (8.34%) (100%)

3 Retail Trade, 21 17 10 0 48
Hotels and (43.75%) (35.42%) (20.83%) (100%)
Restaurants

4 Community, 26 14 4 0 44
Social and (59.09%) (31.82%) (9.09%) (100%)
Personal
Services

Total 68 56 25 1 150
(45.33%) (37.33%) (16.67%) (0.67%) (100%)

(Source: Field Survey)

Table 3.2m
Desire for Expansion of Activities

Sl. Category            Willingness to Expand the size of Operation
No Yes No Total
1 Manufacturing 7 39 46

and Processing (15.2%) (84.8%) (100.0%)

2 Transport and 3 9 12
Communication (25.0%) (75.0%) (100.0%)

3 Retail Trade, 18 30 48
Hotels and (37.5%) (62.5%) (100.0%)
Restaurants

4 Community, 3 41 44
Social and (6.8%) (93.2%) (100.0%)
Personal Services

Total 31 119 150
(20.7%) (79.3%) (100.0%)

(Source: Field Survey)
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3.3 Concluding Remarks

Thus our primary survey of enterprises brings out some of the important

dimensions of informal sector in the state. A recent study on the micro-

enterprises in Arunachal Pradesh reveals that a key aspect of micro-

enterprises in the state, particularly those involved in manufacturing

and processing activities, is the weak production linkages. Apart from

the very low production base of the economy, high transportation

costs, low levels of commercialization and marketisation of output and

unreliable and poor communication services have also contributed

towards this (Upadhyay and Mishra, 2004).
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Box: I
Property Rights and Formal Credit Market

in Arunachal Pradesh

Access to formal credit in Arunachal Pradesh, like many other

underdeveloped regions of the country, is highly limited and

skewed. Not only that the banking facilities in the state are

inadequate, but in spite of many steps taken by the government

and the banks themselves, the credit-deposit ratio continues to

be very low. However, unlike many other backward regions of

the country, credit market expansion in the state faces some

additional constraints in the form of the property rights structure

in the state. Legally speaking the cultivated land in the state is

owned by the community. Of course, there are important

differences and variations in the property rights structures in many

of the tribal communities of the state, but micro-studies point out

a clear tendency towards privatization of the land rights in the

state. The important aspect of the gradual emergence of private

or quasi-private property rights in the state is the informal nature

of this transition. As a result of this property rights in land remain

ill-defined and weakly protected by the legal mechanism. As such

the contract enforcement mechanism in the state is found to be

weak (Mishra and Upadhyay, 2004). But in the absence of a clearly

defined and enforced property rights structure, banks do not

accept land as collateral against loan. The laws against land

alienation also prevent the transfer of land to anyone other than

the indigenous population. This has severely curtailed the access

of people to formal credit.
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Box: II
Women as Micro-Entrepreneurs:
Constraints and Opportunities

Access to employment and earnings is vital for having control over
resources as well as for participation in decision-making processes,
both within and outside the household. One of the fundamental
aspects of gender discrimination, in almost all parts of the world, is
the unequal access of women to gainful employment opportunities.
A substantial section of women remain outside the job market and
when they enter the job market they typically have less access to the
well-paid and secure jobs. While the underlying causes of such
differences in access to employment are complex and diverse, unequal
opportunities for learning and education, socially constructed barriers,
along with patriarchal ideologies have been found to be responsible
for women's unequal participation in income generating employment
opportunities. However, women in tribal communities have always
played a significant role in the economic sphere. During the process
of economic development new job opportunities have opened-up in
Arunachal Pradesh. It is important to note that these opportunities
have not been equally accessible to both males and females. Even
today, the majority of tribal women in the state are tied up to
agriculture (Upadhyay and Mishra, 2005). Although, enough data is
not available to objectively assess the quality of employment of female
workers in the state, indirect evidence clearly suggest that female
workers generally work in low-paid jobs with little job security. First
of all, it has been observed that an overwhelming majority of female
workers in the state work in the unorganised sector. Secondly, even
when they are employed in non-agricultural occupations, particularly
in government services, a higher proportion of women workers are
found in the lowest ranks of the job hierarchy. While the share of
female workers in service sector expanded more than that of the
male workers during 1971-91, this growth has also been accompanied
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by concentration of women workers in the lowest paid jobs. Like in
other spheres, the field survey data reveals, women entrepreneurs in
the micro-enterprises face a lot of additional constraints. The local
ST entrepreneurs have a relatively higher share in some enterprises
such as handicrafts, meat slaughtering, country liquor making, tourists
and travel agents, auto-rickshaws and retailing. Either these activities
are closely connected with the traditional way of life (traditional textile
weaving, meat slaughtering, liquor making) or are less skill-intensive
(retail trade). Women entrepreneurs in household and non-household
enterprises face a number of additional constraints because of their
lack of access to information, institutions and a secured environment
to collectively design effective solutions to their common problems.
Formation of self-help groups and creation of special markets will
go a long way in solving the specific vulnerabilities of women
entrepreneurs of the state.
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CHAPTER IV

Employment Patterns and Earnings of
Urban Informal Sector Workers

As it has been discussed in the previous chapters, the urban informal
sector is characterized by a great deal of heterogeneity. In order to
find out the nature of contractual arrangements and employment
patterns we have analysed the results of the primary survey carried
out among workers engaged in various segments of the urban informal
economy. After discussing various features of the sample under study
we go on to examine the contractual patterns, levels of earnings and
socio-economic conditions of the urban informal sector workers in
the study area.

4.1 Locational Distribution of Sample

The distribution of the selected samples across the three localities within
the capital complex area of Itanagar has been presented in Table 4.1.
Itanagar capital complex area consists of three major settlements and
our samples were drawn from all these three different localities.
Naharlagun, or the old capital complex area has a relatively larger
representation because it has a comparatively higher concentration of
enterprises as well as workers.

Table: 4.1
Locational Distribution of Workers in Study Area

Sl.No Location No of Workers Percent

1 Itanagar 34 26.2

2 Naharlagun 50 38.5

3 Nirjuli 46 35.4

Total Itanagar 130 100.0

(Source: Field Survey)
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4.2 Occupational Distribution

The occupational distribution of the surveyed households has been
presented in table 4.2. As it has already been discussed, for the purpose
of analysing the earnings and employment conditions in different
segments of the urban informal sector we have selected a specified
number of workers from each of the major occupational categories.
The choice of these categories depended upon the insights from the
enterprise survey as well as the focused group discussions with
informants. As mentioned in the table, twenty workers were selected
at random from each of the following categories: construction, rickshaw
pulling, auto repair, transport and fabrication, hotels and restaurants
and petty trading. Ten workers were selected from the domestic workers
category. Given their relative importance in the up coming business
act ivit ies in the study area, three workers from the IT and
communications sector and seven workers were selected from the
handicrafts manufacturing units. Ten workers were also selected from
various other occupations.

Table: 4.2
Occupational Distribution of Surveyed Workers

Sl. Occupations No of Percentage to
No Workers Total workers
1 Construction 20 15.4

2 Rickshaw Pulling 20 15.4

3 Auto repair, Transport and Fabrication 20 15.4

4 Hotel and Restaurants 20 15.4

5 Petty Trading 20 15.4

6 Domestic service 10 7.7

7 IT and Communications 3 2.3

8 Handicrafts 7 5.4

9 Others 10 7.7

Total 130 100.0

(Source: Field Survey)
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Table: 4.3
Age Distribution of Workers

Sl.No Age Group No of Workers Percent

1 Less than 15 8 6.2

2 15-25 60 46.2

3 25-45 52 40.0

4 45-65 10 7.7

Total 130 100.0

(Source: Field Survey)

4.3 Age Distribution of Workers

So far as the age distribution of workers is concerned, it was found that
around 46.2 per cent of workers belonged to the age group of 15-25
and another 40 per cent of workers were in the age group of 25-45.
Thus comparatively younger workers have a higher presence in the
urban informal sector. However, this fact has to be seen in the context
of the job market situation in Itanagar. A substantial majority of workers
in the job markets of the state in general and in the urban areas in
particular are migrants from different parts of India and some of the
neighbouring countries. As such the share of young workers is relatively
high among the migrants.

4.4 Distribution of Male and Female Workers

Female workers constitute 32.3 per cent of the total workers in our
sample. Women workers have an overwhelmingly large presence in
some of the occupations such as traditional manufacturing and
handicrafts, domestic service and petty trading. In the traditional
economy of Arunachal Pradesh women play a significant role. In the
traditional jhum cultivation system, for example, women play a central
role and in some of the modern activities as well this trend has
continued. Notwithstanding the fact that the majority of the workers
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covered in our sample belong to the migrant group, the participation
of women in various urban informal sector activities seems to be
segregated.

Table: 4.4
Distribution of Male and Female Workers across Occupations

Sl. Occupations Sex of the workers
No Females Males Total
1 Construction 6 14 20

(30.0) (70.0) (100.0)
[14.3] [15.9%] [15.4%]

2 Rickshaw Pulling 0 20 20
(100.0) (100.0)
[22.7] [15.4]

3 Auto repair, 0 20 20
Transport and (100.0) (100.0)
Fabrication [22.7] [15.4]

4 Hotel and Restaurants 4 16 20
(20.0) (80.0) (100.0)
[9.5] [18.2] [15.4]

5 Petty Trading 12 8 20
(60.0) (40.0) (100.0)
[28.6] [9.1] [15.4]

6 Domestic service 8 2 10
(80.0) (20.0) (100.0)
[19.0] [2.3] [7.7]

7 IT and Communications 3 3
(100.0) (100.0)

[3.4] [2.3]

8 Handicrafts 7 0 7
(100.0) (100.0)
[16.7] [5.4]

9 Others 5 5 10
(50.0) (50.0) (100.0)
[11.9] [5.7] [7.7]

Total 42 88 130
(32.3) (67.7) (100.0)

[100.0] [100.0] [100.0]

(Source: Field Survey)
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Table: 4.5
Share of Scheduled Tribe Workers in different Occupations

Sl Occupation Groups Category of Workers
No. APST Others Total
1 Construction 0 20 20

(100.0) (100.0)
[18.9] [15.4]

2 Rickshaw Pulling 0 20 20
(100.0) (100.0)
[18.9] [15.4]

3 Auto repair, Transport 0 20 20
and Fabrication (100.0) (100.0)

[18.9] [15.4]

4 Hotel and Restaurants 4 16 20
(20.0) (80.0) (100.0)
[16.7] [15.1] [15.4]

5 Petty Trading 12 8 20
(60.0) (40.0) (100.0)
[50.0] [7.5] [15.4]

6 Domestic service 0 10 10
(100.0) (100.0)

[9.4] [7.7]

7 IT and Communications 1 2 3
(33.3) (66.7) (100.0)
[4.2] [1.9] [2.3]

8 Handicrafts 3 4 7
(42.9) (57.1) (100.0)
[12.5] [3.8] [5.4]

9 Others 4 6 10
(40.0) (60.0) (100.0)
[16.7] [5.7] [7.7]

Total 24 106 130
(18.5) (81.5) (100.0)

[100.0] [100.0] [100.0]

(Source: Field Survey)
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4.5 Share of ST Workers in Different Occupational
Categories

The large-scale migration of workers of outside workers into different
parts of Arunachal Pradesh is one of the peculiarities of the labour markets
of the state. Thus the participation of the scheduled tribe workers in
different informal sector occupations is a significant dimension of the
urban informal sector market. As the evidences in table 4.5 point out,
the participation of the ST workers from the state is restricted to only
few of the occupational categories considered here. The share of ST
workers is relatively higher in activities like petty trading, handicrafts and
other activities. Thus of the total 24 APST workers covered in this study,
50 per cent are involved in petty trading and around 17 per cent are
engaged in hotel and restaurants and other occupations.

4.6 Migrant Workers

Of the total workers surveyed, migrants constitute 86.2 per cent. These
migrants also include a few scheduled tribe migrant workers who have
migrated from other parts of the state to the capital in search of work.
But largely the migrant population consists of migrants from other
states and countries like Bangladesh and Nepal.

Table: 4.6a
Migrant and Non-migrants

Sl. Location Non-Migrants Migrants Total
No
1 Itanagar 5 29 34

(14.7) (85.3) (100.0)
2 Naharlagun 8 42 50

(16.0) (84.0) (100.0)
3 Nirjuli 5 41 46

(10.9) (89.1) (100.0)
Total 18 112 130

(13.8) (86.2) (100.0)

(Source: Field Survey)
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As shown in table 4.6b of the total migrant workers,  women constitute

28 per cent, while among the non-migrant workers their share is 61

per cent. Thus while among the surveyed male workers migrants

constitute 92 per cent, among the women 26.2 per cent are migrants.

These findings clearly support the various labour market characteristics

described earlier.

Table 4.6b
Male and Female Migrant Workers

Sl Category of Sex of the Worker
No Workers Female Male Total
1 Non-Migrants 11 7 18

(61.1%) (38.9%) (100.0%)
[26.2%] [8.0%] [13.8%]

2 Migrants 31 81 112
(27.7%) (72.3%) (100.0%)
[73.8%] [92.0%] [86.2%]

Total 42 88 130
(32.3%) (67.7%) (100.0%)

[100.0%] [100.0%] [100.0%]

(Source: Field Survey)

4.7 Self-Employed and Hired Workers

Various forms of work and employment patterns characterize the urban

informal economy. One of the significant differences that exist within

the informal economy is that between the self-employed and the hired

workers. In our sample, 25 per cent of workers were found to be self-

employed and the rest were hired workers. However a majority of

them are in two occupations, namely petty trading, rickshaw pulling.

Both these occupations have a larger proportion of self-employed

workers rather than hired workers.
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Table: 4. 7
Distribution of Self-Employed and Hired

Workers across Occupations

Sl. Occupations Workers
No. Self-Employed Hired Total

Workers Workers
1 Construction 0 20 20

(100.0%) (100.0%)

2 Rickshaw Pulling 13 7 20
(65.0%) (35.0%) (100.0%)

3 Auto repair, 2 18 20
Transport and (10.0%) (90.0%) (100.0%)
Fabrication

4 Hotel and 0 20 20
Restaurants (100.0%) (100.0%)

5 Petty Trading 13 7 20
(65.0%) (35.0%) (100.0%)

6 Domestic service 0 10 10
(100.0%) (100.0%)

7 IT and 0 3 3
Communications (100.0%) (100.0%)

8 Handicrafts 0 7 7
100.0% (100.0%)

9 Others 4 6 10
(40.0%) (60.0%) (100.0%)

Total 32 98 130
(24.6%) (75.4%) (100.0%)

(Source: Field Survey)

4.8 Regularity of Activities

One of the prominent features of informal work is the irregularity of

various activities. In order to find out the regularity of engagement in

particular occupations, we asked the respondents whether they are

engaged in the activity regularly through out the year or just seasonally

and in an irregular manner. The answers reveal that contrary to general

perceptions around 76.2 per cent of workers are engaged in the same
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occupation through out the year, although some of them might have

changed their employer more frequently. It is mainly those engaged in

construction sector and in petty trading, who were engaged in an

irregular manner.

Table: 4.8
Regularity of Activities

Sl. Occupational                   Regularity of Activities
No. Categories Irregular Regular
1 Construction 20 0

(100.0%)

2 Rickshaw Pulling 0 20
(100.0%)

3 Auto repair, Transport and Fabrication 0 20
(100.0%)

4 Hotel and Restaurants 0 20
(100.0%)

5 Petty Trading 6 14
(30.0%) (70.0%)

6 Domestic service 2 8
(20.0%) (80.0%)

7 IT and Communications 0 3
100.0%

8 Handicrafts 1 6
(14.3%) (85.7%)

9 Others 2 8
(20.0%) (80.0%)

Total 31 99
(23.8%) (76.2%)

(Source: Field Survey)

4.9 Distribution of Skilled and Unskilled Workers

One of the widely noticed dimensions of the informal labour market is

the relative importance of skills in both getting employment and also in

getting higher earnings. The distribution of selected workers in terms of
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the levels of skill has been presented in table 4.9a. It is found that 26.2

per cent of the total informal sector workers are skilled and the others

are unskilled. The share of skilled workers is comparatively high in auto

repair, transport and fabrication, handicrafts and also in IT and

communications. However, it must also be noticed that the distribution

of skilled and unskilled workers in our sample has also been influenced,

to some extent, by the nature of activities, which have been covered.

Some of the informal sector activities, by their very nature, are highly

skill-intensive. The level of skills among the informal sector workers thus

depends upon the relative size and growth of such skill-intensive sectors.

Table: 4.9a
Occupational Distribution of Skilled and Unskilled Workers

Sl Occupational Category of Workers
No Categories Unskilled Skilled Total
1 Construction 16 4 20

(80.0%) (20.0%) (100.0%)

2 Rickshaw Pulling 20 0 20
(100.0%) (100.0%)

3 Auto repair, Transport 4 16 20
and Fabrication (20.0%) (80.0%) (100.0%)

4 Hotel and Restaurants 18 2 20
(90.0%) (10.0%) (100.0%)

5 Petty Trading 20 0 20
(100.0%) (100.0%)

6 Domestic service 10 0 10
(100.0%) (100.0%)

7 IT and Communications 0 3 3
(100.0%) (100.0%)

8 Handicrafts 0 7 7
(100.0%) (100.0%)

9 Others 8 2 10
(80.0%) (20.0%) (100.0%)

Total 96 34 130
(73.8%) (26.2%) (100.0%)

(Source: Field Survey)
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Table: 4.9b
Skilled and Unskilled Workers: Sex and Social

Group Wise Distribution

Sl Category of                       Skilled and Unskilled Workers
No Workers Unskilled Skilled Total
1 Female 34 8 42

(81.0%) (19.0%) (100.0%)
[35.4%] [23.5%] [32.3%]

2 Male 62 26 88
(70.5%) (29.5%) (100.0%)
[64.6%] [76.5%] [67.7%]

Total 96 34 130
(73.8%) (26.2%) (100.0%)

[100.0%] [100.0%] [100.0%]

3 Non-APST 77 29 106
(72.6%) (27.4%) (100.0%)
[80.2%] [85.3%] [81.5%]

4 APST 19 5 24
(79.2%) (20.8%) (100.0%)
[19.8%] [14.7%] [18.5%]

Total 96 34 130
(73.8%) (26.2%) (100.0%)

[100.0%] [100.0%] [100.0%]

(Source: Field Survey)

The concentration of skills among some categories of workers has also
been brought out in table 4.9b. Of the total skilled workers 23.5 per
cent are women, while the share of women among unskilled workers is
35.4 per cent. Thus while around 30 per cent of the male workers
were found to be skilled, among women only 19 per cent were found to
be skilled. Similarly, among the scheduled tribe workers, 21 per cent
were found to be skilled, while among the rest, 27 per cent were skilled
workers.

4.10a Educational Qualification of Workers

The educational attainments of workers in the urban informal sector
have been presented in table 4.10a. In total, 48.5 per cent of the
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surveyed workers were found to be illiterate. Again, 40.8 per cent
have studied only up to the primary level. Thus an overwhelming
majority of the workers were either with no formal education or
had only up to five years of schooling. Only 3 per cent of the workers
have studied beyond matriculation. It clearly shows the poor human
capital base of the informal sector workers in urban Arunachal
Pradesh.

Table: 4.10a
Educational Qualification of Workers

Sl.No Level of Education Frequency Percent

1 Illiterate 63 48.5

2 Up to Primary 53 40.8

3 Up to Middle 2 1.5

4 Up to Matric 8 6.2

5 Up to 12 2 1.5

6 Graduation and above 2 1.5

Total 130 100.0

(Source: Field Survey)

4.10b Disparities in Educational Qualification

The educational attainment of workers engaged in different occupations
has been presented in table 4.10b. It is clear from the table that except
few occupations such as IT and communications, petty trading,
handicrafts and hotels and restaurants, in all other occupations the
workers are either illiterate or have very few years of formal schooling.
Even in petty trading, hotel and restaurants, more than 75 percent of
workers are illiterate and are educated up to primary school level
category.
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Table: 4.10b
Educational Qualification of Workers in Different Occupations

Sl Occupation Illite- Up to Up to Up to Up to Gradua- Total
No rate Primary Middle Matric 12 tion and

above

1 Construction 11 9 20
(55.0%) (45.0%) (100.0%)

2 Rickshaw 14 6 20
Pulling (70.0%) (30.0%) (100.0%)

3 Auto repair, 9 11 20
Transport & (45.0%) (55.0%) (100.0%)
Fabrication

4 Hotel and 9 9 2 20
Restaurants (45.0%) (45.0%) (10.0%) (100.0%)

5 Petty 7 8 1 4 20
Trading (35.0%) (40.0%) (5.0%) (20.0%) (100.0%)

6 Domestic 10 10
Service (100.0%) (100.0%)

7 IT & 1 2 3
Communication (33.3%) (66.7%) (100.0%)

8 Handicrafts 5 1 1 7
(71.4%) (14.3%) (14.3%) (100.0%)

9 Others 3 5 1 1 10
(30.0%) (50.0%) (10.0%) (10.0%) (100.0%)

Total 63 53 2 8 2 2 130
(48.5%) (40.8%) (1.5%) (6.2%) (1.5%) (1.5%) (100.0%)

(Source: Field Survey)

So far as gender difference in the educational attainments of workers is
concerned, it is found that as against 40.5 per cent of female workers,
52.3 per cent of male workers were illiterate. In total 42.9 per cent of
females and 39.8 per cent of males have studied up to primary school
level. Thus a substantial majority of both male and female workers
have a low level of educational attainment.

Similarly, among the ST workers only 12.5 per cent were found
to be illiterate, while among the rest around 57 per cent were
illiterate. On the other hand, 66.7 per cent of the ST workers
have studied up to the primary level and among the rest the
percentage of such workers was 34.9 per cent. A relatively higher
percentage of ST workers have been found to have studied up to
graduation and above.
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Table: 4.10c
Educational Levels of Male and Female Workers

Sl. Level of Category of Workers
No Education Female Male Total
1 Illiterate 17 46 63

(27.0%) (73.0%) (100.0%)
[40.5] [52.3] [48.5]

2 Up to Primary 18 35 53
(34.0%) (66.0%) (100.0%)

[42.9] [39.8] [40.8]
3 Up to Middle 2 2

(100.0%) (100.0%)
[4.8] [1.5]

4 Up to 4 4 8
Matriculation (50.0%) (50.0%) (100.0%)

[9.5] [4.5] [6.2]
5 Up to 12 1 1 2

(50.0%) (50.0%) (100.0%)
[2.4] [1.1] [1.5]

6 Graduation 2 2
and above (100.0%) (100.0%)

[2.3] [1.5]
Total 42 88 130

(32.3%) (67.7%) (100.0%)
[100] [100] [100]

(Source: Field Survey)

4.11 Working Conditions

One of the major thrusts of our investigation was to find out the
working conditions of the workers engaged in the urban informal
sector. However considering the heterogeneous character of the
informal sector itself and the wide variety of work that is undertaken
by the workers engaged in this sector, it was difficult to find out the
actual working condit ions of workers engaged in the sector.
Nonetheless we have attempted to present some insights into the
working conditions in the urban informal economy in terms of a few
selected indicators.
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Table: 4.10d
Levels of Education among ST and Other Workers

Sl. Educational Category of Workers
No Level Non-APST ST Total
1 Illiterate 60 3 63

(95.2%) (4.8%) (100.0%)
[56.6%] [12.5%] [48.5%]

2 Up to Primary 37 16 53
(69.8%) (30.2%) (100.0%)
[34.9%] [66.7%] [40.8%]

3 Up to Middle 2 2
(100.0%) (100.0%)

[1.9%] [1.5%]
4 Up to 4 4 8

Matriculation (50.0%) (50.0%) (100.0%)
[3.8%] [16.7%] [6.2%]

5 Up to 12 2 2
(100.0%) (100.0%)

[1.9%] [1.5%]
6 Graduation and 1 1 2

above (50.0%) (50.0%) (100.0%)
[9%] [4.2%] [1.5%]

Total 106 24 130
(81.5%) (18.5%) (100.0%)

[100.0%] [100.0%] [100.0%]
(Source: Field Survey)

4.11a Working Hours per Day

In table 4.11a we have presented the average working hours per day
in different informal sector occupations. It is clear that rickshaw pullers
followed by workers in the auto repairing, transport and fabrication
units have the longest working hours. Not surprisingly, petty traders
have the shortest working hours. However, it is important to note
that out of the categories considered here, in five occupations the
average working hours were more than eight hours a day. Again,
given the climatic conditions of the study area even a seven-hour
working day could be considered as an unusually tough working
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schedule. However, the data suffers from some serious problem of
underestimation of the total work burden of the workers, as many of
them have also reported participation in a number of subsidiary
activities.

Table: 4.11a
Working Hours per Day by Occupation Categories

Sl.No Occupation Mean Working
Hours per Day

1 Construction 8.10

2 Rickshaw Pulling 9.70

3 Auto repair, Transport and Fabrication 8.85

4 Hotel and Restaurants 8.65

5 Petty Trading 6.90

6 Domestic service 7.60

7 IT and Communications 8.33

8 Handicrafts 7.86

9 Others 7.60

Total 8.28

(Source: Field Survey)

4.11b Access to Paid Leaves

It is well known that informal sector workers do not have access to paid
leaves. In our survey it was found that 98.5 per cent of the informal
sector workers do not have any access to paid leaves.

4.11c Provision of Housing by Employers

Provision of housing by employers has got additional significance in
the context of Arunachal Pradesh. As per existing legal provisions,
persons other than those belonging to the indigenous people of the
state have no right to purchase land or construct house in Arunachal
Pradesh. With the substantial portion of the work force being migrants
from outside the state the demand for housing is much ahead of supply.
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Box: III
Living on the Edge: The Construction Workers

Mangal (not his real name) is a construction worker who has been
working in a construction site near the capital complex of Arunachal
Pradesh for the last seven months. He along with other construction
workers is helping build a bridge. He lives in a make shift tent by the
side of the construction site in a very pitiable condition. The
construction workers are normally given space to build temporary
shelters with no basic facilities near the site. The work is tedious and
monotonous, unskilled in most cases and back breaking, leaving
them totally exhausted at the end of the day's work. When enquired
as to how much they earned in a day, to our utter surprise we were
told that they were paid in kind and not in cash. Each individual was
given 10kgs of rice in a week. They would sell the excess rice for Rs
10 per kg in the near by village and then use the cash for their other
daily needs. They were all promised that they would be given cash
once the work would be over and their bills would be cleared. From
his experiences else where, Mangal knows the implications of working
on a part-wage. Given the shortage of workers, his employer knows
that keeping him tied to this job is crucial for the completion of the
work. So, Mangal receives only a part of his salary in cash. The cash
component of the salary, which is promised to be given only after
completion of the work, in fact, acts as a guarantee against his refusal
to work till the completion of the work. Mangal says, some of his
past employers gave him what was his due, a few just refused to pay
the arrears even after completion of work. This was the plight of all
the hard working men whose day would start by 7 AM in the morning
and end by 6 PM in the evening. These men and women work in
this sector without any legal protection, without job security, for
long hours, and their plights are rarely taken note of. After the
interview was over, Mangal, giving a blank look, said, in a matter of
fact way, that he and his fellow workers belong to nowhere. Tomorrow,
he believes, will be no different for him.
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Table: 4.11b
Access to Paid Leaves

Sl. Occupation Paid Leaves Allowed or Not
No Not Allowed Allowed Total
1 Construction 20 0 20

(100.0%) (100.0%)

2 Rickshaw Pulling 7 0 7
(100.0%) (100.0%)

3 Auto repair, 18 0 18
Transport and (100.0%) (100.0%)
Fabrication

4 Hotel and 20 0 20
Restaurants (100.0%) (100.0%)

5 Petty Trading 6 1 7
(85.7%) (14.3%) (100.0%)

6 Domestic service 9 1 10
(90.0%) (10.0%) (100.0%)

7 IT and 3 0 3
Communications (100.0%) (100.0%)

8 Handicrafts 7 0 7
(100.0%) (100.0%)

9 Others 10 0 10
(100.0%) (100.0%)

Total 96 2 98
(98.0%) (2.0%) (100.0%)

(Source: Field Survey)

House rents constitute a substantial proportion of the earnings of the
migrant workers. Thus provision for housing by the employer could go
a long way in improving the socio-economic condition of the workers.
However, as the data presented in table 4.11d clearly shows, a majority
of workers do not have access to such facility. Even in the cases, where
there has been some provision for housing, it is largely on account of
the nature of work rather than any consideration for the need of the
workers. Another dimension of the housing problem of workers that is
not captured by the survey is the frequent shifting of house sites in the
case of the construction workers.
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Table: 4.11c
Provision of Housing by Employers

Sl. Occupations           Provision of Housing by Employers
No Not Provided Provided by Total

by Employer Employer
1 Construction 15 5 20

(75.0 %) (25.0%) (100.0%)
2 Rickshaw Pulling 7 7

(100.0%) (100.0%)
3 Auto repair, 18 18

Transport and (100.0%) (100.0%)
Fabrication

4 Hotel and 8 12 20
Restaurants (40.0%) (60.0%) (100.0%)

5 Petty Trading 6 1 7
(85.7%) (14.3%) (100.0%)

6 Domestic service 8 2 10
(80.0%) (20.0%) (100.0%)

7 IT and 3 3
Communications (100.0%) (100.0%)

8 Handicrafts 7 7
(100.0%) (100.0%)

9 Others 4 2 6
(66.7%) (33.3%) (100.0%)

10 Total 69 29 98
(70.4%) (29.6%) (100.0%)

(Source: Field Survey)

4.11d Emergency Medical Assistance

Unlike the organized sector workers, the workers in the informal sector
do not get any medical benefits or insurance cover. None of the workers
surveyed have received any such benefits. In fact none of them were
aware of such benefits. Only a few construction workers and domestic
workers reported that their employers have paid their medical expenses
either in part or in full. This kind of assistance depends upon the will
of the employers and can not be claimed as a matter of right.

4.12 Contractual Arrangements

The contractual arrangements in the informal labour markets tend to
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be oral or informal, ad hock and, more often than not, exploitative. It
is also characterized by a great degree of variations and heterogeneity.
We have presented some important aspects of the contractual
arrangements in the urban informal sector of Arunachal Pradesh, mainly
on the basis of the field survey data.

4.12a Method of Payment

So far as method of wage payment to workers is concerned it was
found that of the total hired workers surveyed, around 68 per cent
receive their wages only in cash, while the rest 32 per cent get their

Table: 4.12a
Method of Wage Payment to Workers

Sl. Occupations Method of Payment
No Cash Only Cash and Total

Kind
1 Construction 12 8 20

(60.0%) (40.0%) (100.0%)
2 Rickshaw Pulling 7 7

(100.0%) (100.0%)
3 Auto repair, 15 3 18

Transport and (83.3%) (16.7%) (100.0%)
Fabrication

4 Hotel and 7 13 20
Restaurants (35.0%) (65.0%) (100.0%)

5 Petty Trading 7 7
(100.0%) (100.0%)

6 Domestic service 4 6 10
(40.0%) (60.0%) (100.0%)

7 IT and 3 3
Communications (100.0%) (100.0%)

8 Handicrafts 6 1 7
(85.7%) (14.3%) (100.0%)

9 Others 6 6
(100.0%) (100.0%)

Total 67 31 98
(68.4%) (31.6%) (100.0%)

(Source: Field Survey)
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Table: 4.12b
Frequency of Wage Payments

Sl. Occupations Frequency of Payment
No. Daily Weekly Monthly Irregular Total
1 Construction 11 5 4 20

(55.0%) (25.0%) (20.0%) (100.0%)

2 Rickshaw Pulling 7 7
(100.0%) (100.0%)

3 Auto repair, 2 16 18
Transport and (11.1%) (88.9%) (100.0%)
Fabrication

4 Hotel and 20 20
Restaurants (100.0%) (100.0%)

5 Petty Trading 7 7
(100.0%) (100.0%)

6 Domestic 10 10
service (100.0%) (100.0%)

7 IT and 3 3
Communications (100.0%) (100.0%)

8 Handicrafts 7 7
(100.0%) (100.0%)

9 Others 1 2 3 6
(16.7%) (33.3%) (50.0%) (100.0%)

Total 19 16 59 4 98
(19.4%) (16.3%) (60.2%) (4.1%) (100.0%)

(Source: Field Survey)

wages partly in cash and partly in kind. Payments in both cash and
kind more prevalent in activities like, construction, domestic service
and hotel and restaurants.

4.12b Frequency of Payment

The frequency of payment in different occupations has been presented
in table 4.12b. Of the total hired workers in the sample, 60 per cent
receive their wages on monthly basis, 19.4 per cent receive daily
wages and 16.3 per cent get weekly salaries. Around 4 per cent of
workers receive irregular payments. Thus the frequency of wage
payments varies substantially across the urban informal sector.
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However, within each of the occupational groups there is little variation
in terms of the frequency of payments, with the exception of a few
occupations like construction.

4.12c Regularity of Payment

Often workers in the informal sector do not get their full wages. Although
trust is an important element in informal transactions, due to their
weak bargaining power and lack of any institutional support, sometimes
the workers do not get paid adequately for the work done. In our field
survey, it was found that 28 per cent of workers have not been paid

Table: 4.12c
Regularity of the Payment

Sl. Occupations Payment of Wages
No Irregular Regular Total
1 Construction 13 7 20

(65.0%) (35.0%) (100.0%)
2 Rickshaw Pulling 7 7

(100.0%) (100.0%)
3 Auto repair, 3 15 18

Transport and (16.7%) (83.3%) (100.0%)
Fabrication

4 Hotel and 7 13 20
Restaurants (35.0%) (65.0%) (100.0%)

5 Petty Trading 2 5 7
(28.6%) (71.4%) (100.0%)

6 Domestic service 1 9 10
(10.0%) (90.0%) (100.0%)

7 IT and 3 3
Communications (100.0%) (100.0%)

8 Handicrafts 7 7
(100.0%) (100.0%)

9 Others 1 5 6
(16.7%) (83.3%) (100.0%)

Total 27 71 98
(27.6%) (72.4%) (100.0%)

 (Source: Field Survey)
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Table: 4.12d
Piece Rate and Time Rate Contacts

Sl. Occupations Type of Contact
No Piece Rate Time Rate Total
1 Construction 2 18 20

(10.0%) (90.0%) (100.0%)
2 Rickshaw Pulling 0 7 7

(100.0%) (100.0%)
3 Auto repair, 0 18 18

Transport and (100.0%) (100.0%)
Fabrication

4 Hotel and 0 20 20
Restaurants (100.0%) (100.0%)

5 Petty Trading 0 7 7
(100.0%) (100.0%)

6 Domestic service 0 10 10
(100.0%) (100.0%)

7 IT and 0 3 3
Communications (100.0%) (100.0%)

8 Handicrafts 7 7
(100.0%) (100.0%)

9 Others 2 4 6
(33.3%) (66.7%) (100.0%)

Total 11 87 98
(11.2%) (88.8%) (100.0%)

(Source: Field Survey)

their dues. The problem of irregularity in payment of wages seems to
be pervasive in the case of the construction workers. Around 35 per
cent of the workers working in the hotels and restaurants also face the
same problem.

4.12d Piece-Rate and Time-Rate Contacts

Majority of the workers covered in our survey work under time rate
contacts. Piece rate contacts were found to be limited to the construction
and handicrafts occupations. Again such contacts were found to be
more prevalent in the case of skill-intensive jobs within these sectors.
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4.12e Method of Recruitment

The recruitment process of informal sector workers is found to be very
different from that of the organized sector. Generally the process of contact
and selection in the informal sector is more personalized. We did not find
a single case of recruitment through open competition, advertisement
and interviews. Of the total cases studied, 50 per cent of recruitments
were on the basis of personal contact. Another 45 per cent of contacts
were made through relatives and friends. Around 4 per cent of cases
were through agents or sardars. This shows the degree of informality in
the recruitment process of the urban informal sector workers in the study
area. It is important to note that although the number of migrant workers
in the informal sector is substantial, no organized system of recruitment

Table: 4.12e
Method of Recruitment

Sl. Occupations Method of Recruitment
No Through Through Through Other Total

personal known agents/ Methods
contact persons/ sardars

friends/
relatives

1 Construction 11 6 3 20
(55.0%) (30.0%) (15.0%) (100.0%)

2 RickshawPulling 4 2 1 7
(57.1%) (28.6%) (14.3%) (100.0%)

3 Auto repair, Transport 9 9 18
and Fabrication (50.0%) (50.0%) (100.0%)

4 Hotel and 10 9 1 20
Restaurants (50.0%) (45.0%) (5.0%) (100.0%)

5 Petty Trading 5 2 7
(71.4%) (28.6%) (100.0%)

6 Domestic 4 6 10
Service (40.0%) (60.0%) (100.0%)

7 IT and 2 1 3
Communications (66.7%) (33.3%) (100.0%)

8 Handicrafts 3 4 7
(42.9%) (57.1%) (100.0%)

9 Others 1 5 6
(16.7%) (83.3%) (100.0%)

Total 49 44 4 1 98
(50.0%) (44.9%) (4.1%) (1.0%) (100.0%)

(Source: Field Survey)
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Table: 4.12f
Frequency of Change of Employers

Sl. Occupations              Number of times employer
No                     has been changed in last one year

.00 1.00 2.00 3.00 4.00 5.00 Very Total
frequently

1 Construction 1 19 20
(5.0%) (95.0%) (100.0%)

2 Rickshaw 6 1 7
Pulling (85.7%) (14.3%) (100.0%)

3 Auto repair, 15 2 1 18
Transport & (83.3%) (11.1%) (5.6%) (100.0%)
Fabrication

4 Hotel and 12 7 1 20
Restaurants (60.0%) (35.0%) (5.0%) (100.0%)

5 Petty Trading 4 1 1 1 7
(57.1%) (14.3%) (14.3%) (14.3%) (100.0%)

6 Domesticservice 4 4 1 1 10
(40.0%) (40.0%) (10.0%) (10.0%) (100.0%)

7 IT and Com- 3 3
munications (100.0%) (100.0%)

8 Handicrafts 6 1 7
(85.7%) (14.3%) (100.0%)

9 Others 4 1 1 6
(66.7%) (16.7%) (16.7%) (100.0%)

Total 54 17 3 3 1 1 19 98
(55.1%) (17.3%) (3.1%) (3.1%) (1.0%) (1.0%) (19.4%) (100.0%)

(Source: Field Survey)

through labour agents seems to be operating in the region. Unlike many
other parts of the country, the size of the market continues to remain
relatively small and migration pattern to this area still remains
predominantly individual rather than in groups.

4.12f Frequency of Change of Employers

In table 4.12f we have presented the frequency with which the informal
sector workers have changed their employers in the last one year. In
total, 55 per cent of workers have not changed their employers at all
during the past one year, but 19.4 per cent have changed employers
very frequently. However, this has more to do with the nature of work
in specific occupations. Thus the frequent change of employers is
associated with construction workers, domestic servants and to a lesser
extent, with those engaged in petty trading and hotel and restaurants.
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4.12g Membership of Unions

Membership of trade union provides some scope for collective bargaining
to workers. In total 20.77 per cent of the urban informal sector workers
were found to be members of trade unions. The rate of unionization
was found to be relatively high in the case of rickshaw pullers and
workers engaged in auto repair, transport and fabrication. However
focused group discussions and personal interviews revealed that most
of the unions are just fronts for a kind of rent collection from the
hapless workers by locally powerful individuals and groups. Though a
few workers did report some welfare measures undertaken by their

Table: 4.12g
Membership of Unions

Sl. Occupations Membership of Union
No No Yes Total
1 Construction 20 20

(100.0%) (100.0%)
2 Rickshaw Pulling 4 16 20

(20.0%) (80.0%) (100.0%)
3 Auto repair, 14 6 20

Transport & (70.0%) (30.0%) (100.0%)
Fabrication

4 Hotel and 19 1 20
Restaurants (95.0%) (5.0%) (100.0%)

5 Petty Trading 20 20
(100.0%) (100.0%)

6 Domestic service 10 10
(100.0%) (100.0%)

7 IT and 3 3
Communications (100.0%) (100.0%)

8 Handicrafts 7 7
(100.0%) (100.0%)

9 Others 6 4 10
(96.0%) (94.0%) (100.0%)

Total 103 27 130
(79.23%) (20.77%) (100.0%)

(Field Survey)
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respective trade unions, many feel that the unions have been formed to
collect fees from the workers.

A major issue concerning the quality of employment in the urban
informal sector is the level of earnings. The large-scale migration to
cities and urban areas, triggered off by a range of push and pull factors,
has resulted in enormous expansion of the informal sector employment.
However, unless the earnings in the informal sector are not sufficient
for a decent living, it may act as another source of misery and
deprivation. A proper analysis of the earnings in the informal sector
could be done only in a comparative perspective, i.e. in relation to
income levels in the rural/ agriculture sector as well as that in the
organized sector. In our study we have limited ourselves to a comparison
of monthly earnings in different categories of workers in the urban
informal sector.

4.13a Monthly Income across Occupations

The earnings in different segments of the informal sector vary
substantially as a result of the inherent heterogeneity of the sector
itself. The urban informal sector in the study area, like elsewhere, includes
both high as well as low-end occupations. But as revealed in table
4.13a, the average monthly income of the workers in this sector is
Rs 2542 only. Monthly mean income is lowest in domestic service and
is highest in the IT and communications. Other occupations that provide
a relatively better average income include, 'other' occupations, auto
repairing, transport and manufacturing. At the bottom of the ladder
are construction workers, petty traders and rickshaw pullers.

4.13b Average Earnings of Different categories of
Workers

In terms of gender, female workers on an average earn Rs 2242 per
month, while the male workers earn Rs 2685 per month. While
self-employed workers in the informal sector earn Rs 2837.50 per
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Table: 4.13a
Monthly Income across Occupations

Sl.No Occupations Monthly income in Rs.
1 Construction 2010.00

2 Rickshaw Pulling 2455.00

3 Auto repair, Transport and Fabrication 2705.00

4  Hotel and Restaurants 1987.50

5 Petty Trading 2100.00

6 Domestic service 947.00

7 IT and Communications 7166.67

8 Handicrafts 2828.57

9 Others 5450.00

10 Total 2541.69

(Source: Field Survey)

Table: 4.13b
Average Earnings of Different Categories of Workers

Sl. Category of Workers No of Workers Average Monthly
No Income
1 Male 88 2684.66

2 Female 42 2242.14

3 Self-Employed 32 2837.50

4 Hired 98 2445.10

5 Skilled 34 3655.88

6 Unskilled 96 2147.08

7 Total 130 2541.69

(Source: Field Survey)

month, hired workers earn Rs 2445 per month.  However, the
difference in the income of skilled and unskilled workers is sharper.
While skilled workers, on an average earn Rs 3656 per month the
unskilled workers earn Rs 2147 per month. Thus there are clear
disparities in the earnings of different categories of informal sector
workers.
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Table: 4.13c
Average Earnings by Level of Education

Code Level of Average N Std.
Education Income in Deviation

Rs
.00 Illiterate 2232.8571 63 1186.2171

2.00 Up to Primary 2548.1132 53 1341.5678

3.00 Up to Middle 2500.0000 2 707.1068

4.00 Upto Matriculation 3087.5000 8 2115.5462

5.00 Up to 12 4750.0000 2 1767.7670

6.00 Graduation and above 7750.0000 2 353.5534

Total 2541.6923 130 1494.9876

 (Source: Field Survey)

4.13c Formal Education and Earnings in Urban
Informal Sector

Although many studies have documented the significance of skills rather
than formal education in the determination of earnings in the urban
informal sector, the findings of our study very clearly indicate that formal
schooling does have a positive impact on the levels of earnings. It is
found that the average income of illiterate workers is considerably lower
than that of those having some formal schooling. Again beyond the
middle school level, earnings increase significantly with increase in years
of schooling. Thus there seems to be a positive impact of formal
schooling on the levels of earnings (graph: 1).

4.14 Socio-Economic Conditions of Workers

To find out the socio-economic conditions of workers in the informal
sector, we collected information on various attributes such as their
standard of living, level of vulnerability and insecurity. The basic objective
of the exercise was to know the material conditions of their living. So
instead of going for a large number of indicators of their well-being we
have concentrated upon a few summary indicators.
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4.14a Indebtedness to Employer

Indebtedness to the employer often reduces the bargaining power and
quit options of the workers. It was found that 22.4 per cent of the hired
workers have been indebted to their employers. Indebtedness to
employers was particularly high in the case of construction workers
and those employed in enterprises engaged in pretty trading. To a
great extent, it reflects the relation of dependence among the workers
and their employers.

4.14b Rate of Interest in Loans

In order to find out the extent of patronage in the loans provided by the
employers we also investigated the rate of interest charged on such
advances. It was found that majority of these loans are interest free
loans. As such the amount advanced to the workers were found to be
rather small, but these loans do help them in meeting unforeseen

Graph: 1
Monthly Income and Years of Schooling
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expenditures, medical expenses and occasional short falls in
consumption.

Table: 4.14a
Indebtedness to Employer

Sl. Occupations Indebted to Employers
No Not Indebted Indebted Total
1 Construction 13 7

(65.0%) (35.0%) 20(100.0%)
2 Rickshaw Pulling 6 1 7

(85.7%) (14.3%) (100.0%)
3 Auto repair, 14 4 18

Transport& (77.8%) (22.2%) (100.0%)
Fabrication

4 Hotel and 17 3 20
Restaurants (85.0%) (15.0%) (100.0%)

5 Petty Trading 4 3 7
(57.1%) (42.9%) (100.0%)

6 Domestic service 8 2 10
(80.0%) (20.0%) (100.0%)

7 IT and 3 3
Communications (100.0%) (100.0%)

8 Handicrafts 6 1 7
(85.7%) (14.3%) (100.0%)

9 Others 5 1 6
(83.3%) (16.7%) (100.0%)

Total 76 22 98
(77.6%) (22.4%) (100.0%)

(Source: Field Survey)

Table: 4.14b
Rate of Interest in Loans

Sl.No Rate of No of Workers Percentage of
Interest per total

Annum Borrowers
1 0% 16 72.72
2 36% 4 18.18
3 60% 2 9.10

Total 22 100
(Source: Field Survey)



68

4.14c Vulnerability and Food Security

The informal sector workers face a number of hardships because of

the lack of institutional protection. To find out the vulnerability and

food insecurity of informal sector workers we have taken an extreme

measure of such vulnerability. Each of the workers was asked whether

his family has borrowed food in the last 30 days period. Obviously

such a measure has some severe limitations. It is likely to result in

underestimation. However, it was found that 10.8 per cent of workers

face such extreme vulnerability. Occupationally, majority of these

workers were construction workers and rickshaw pullers. Of the 14

workers who have borrowed food, 9 workers do not have BPL cards.

This partly shows the inadequacy of the coverage of PDS in the

urban sector.

Table: 4.14c
Food on Credit

Sl. Food on No of Percent
No Credit Workers
1 Not taken food on credit in last 30 days 116 89.2

2 Taken food on credit in last 30 days 14 10.8

Total 130 100.0

(Source: Field Survey)

4.14d Type of House

Urban informal workers often live in slums and squatters in very
unhygienic condit ions. A majority of workers live in Kutcha
houses. It was found that as high as 36 per cent of surveyed
workers live in make shift houses. In terms of occupations those
engaged in the construction sector, rickshaw pulling and also in
auto repairing, transport and fabrication units, live in such make
shift houses.
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Table: 4.14d
Type of House

Sl. Occupation Type of House
No Pucca Assam Type/ Make None Total

kutcha shift

1 Construction 6 13 1 20
(30.0%) (65.0%) (5.0%) (100.0%)
[9.7%] [27.7%] [33.3%] [15.4%]

2 Rickshaw 6 13 1 20
pulling (30.0%) (65.0%) (5.0%) (100.0%)

[9.7%] [27.7%] [33.3%] [15.4%]

3 Auto Repair, 6 13 1 20
Transport and (30.0%) (65.0%) (5.0%) (100.0%)
Fabrication [9.7%] [27.7%] [33.3%] [15.4%]

4 Hotel and 5 13 2 20
Restaurants (25.0%) (65.0%) (10.0%) (100.0%)

[27.8%] [21.0%] [4.3%] [15.4%]

5 Petty Trading 6 14 20
(30.0%) (70.0%) (100.0%)
[33.3%] [22.6%] [15.4%]

6 Domestic 1 3 6 10
Service (10.0%) (30.0%) (60.0%) (100.0%)

[5.6%] [4.8%] [12.8%] [7.7%]

7 IT and 2 1 3
Communications (66.7%) (33.3%) (100.0%)

[11.1%] [1.6%] [2.3%]

8 Handicrafts 7 7
(100.0%) (100.0%)
[11.3%] [5.4%]

9 Others 4 6 10
(40.0%) (60.0%) (100.0%)
[22.2%] [9.7%] [7.7%]

Total 18 62 47 3 130
(13.8%) (47.7%) (36.2%) (2.3%) (100.0%)

[100.0%] [100.0%] [100.0%] [100.0%] [100.0%]

(Source: Field Survey)

4.14e Sources of Drinking Water

The source of drinking water is one of the important indicators of the
conditions of living of workers. It is found from our survey that only
24.6 per cent of workers have tap water inside their home. Fifty
seven per cent of workers carry water from a tap outside their homes,
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while 17.7 per cent of workers get their water from a nearby nullah
or stream.

4.14f Security and Freedom from Violence

Freedom from violence and physical attacks at the work place are

regarded as one of the basic preconditions for human dignity. The

northeastern region is characterized by wide spread violence and weak

law enforcement. Although the violence perpetuated by the militant

groups and state law enforcement agencies are widely discussed in the

media, the violence against the workers go unnoticed. Notwithstanding

the possibilities of underestimation, we have presented the percentage

of workers who claim to have encountered physical violence at the

work place in terms of different occupational categories. In total 13.8

per cent of urban informal sector workers have reportedly faced such

violence. Occupationally they belong to a wide variety of activities.

Thus irrespective of the level of such violence at the work place, its

spread across a number of different occupations suggest that such

physical attacks have become part of the working life in many of the

informal sector occupations.

Table: 4.14e
Sources of Drinking Water

Sl No Source of Water No of Workers Percent

1 Tap inside Home 32 24.6

2 Tap Outside Home 75 57.7

3 Stream or River 23 17.7

Total 130 100.0

(Source: Field Survey)
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Table: 4.14f
Percentage of Workers who have been
physically abused at the Work Place

Sl. Occupations Percentage of Workers who
No have been abused at the

work place, at least once
in last one year

1 Construction 3
(15.0%)
[16.7%]

2 Rickshaw pulling 3
(15.0%)
[16.7%]

3 Auto Repair, 6
Transport and (30.0%)
Fabrication [33.3%]

4 Hotel and Restaurants 2
(10.0%)
[11.1%]

5 Petty Trading 1
(5.0%)
[5.6%]

6 Domestic Service 2
(20.0%)
[11.1%]

7 IT and
Communications 0

8 Handicrafts 0

9 Others 1
(10.0%)
[5.6%]

 Total 18
(13.8%)

[100.0%]

(Source: Field Survey)



72

CHAPTER V

Conclusions and Policy Implications

The trickle down effect of the growth process has been very slow in
our economy. In fact the urban informal sector is seen as a medium
through which it could be achieved. Basically the informal sector provides
income-earning opportunities for a large number of workers. In India
too a large magnitude of workforce gets their livelihood from the informal
sector. Some economists feel that the enactment of legislations and
other measures to bring them under the regulatory and social protection
instruments will adversely affect the existing mechanisms prevailing in
the informal sector as it would lead to market imperfections creating
hurdles in the smooth functioning of the market led economy. Besides
it requires huge infrastructural and institutional arrangements involving
financial implications beyond the capacity of the government in the
changing scenario. The government will have to play a role of facilitator
and promoter so that the workers employed in the informal sector are
able to get requisite level of protection and security to have decent
work environment enabling them to express their skills fully and
according to their capabilit ies necessary for enhancing the
competitiveness of their outputs and there by raising their income and
socio-economic status.

Unemployment, particularly youth unemployment, has been identified
as one of the major underlying causes of political and social instability
in the North-Eastern region. This region has a very weak industrial
base and the trend over the past decades suggests that an expansion
of employment opportunity in the formal industrial sector is not very
high. In many North-Eastern states, government service is one of the
most important and most sought after job opportunity and given the
fiscal crunch, it is highly unlikely that government sector can be stretched
any longer to provide employment to all. Thus the role of informal
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sector, particularly the urban informal sector, remains the sole cushion
for all those people who have left agriculture in search of better living
standards. It was found that there has been both horizontal expansion
i.e. coming-up of new units and vertical expansion i.e. increase in the
size of employment of existing units, in the growth of the informal
sector employment in Itanagar.

Though backward linkages between the informal and formal sectors
are substantial, the forward linkages between the two sectors are
negligible. Most goods and services produced by the informal sector
are supplied directly to consumers and households. It was also found
that the exploitation of wageworkers in the informal sector was higher
than that of the formal sector. It is also important to note that the
linkages of the informal sector units with government and other public
systems by way of regulation and input and utility supplies were found
to be more or less non-existent. Very insignificant proportions have
access to electricity and institutional credit and no one was provided
access to allotted site and capital assistance from government.

In the process of development in developing countries, labour released
in the subsistence sector in both rural and urban areas is at a higher
rate than formal sector can absorb. These latent surplus populations
from rural areas are the major factors contributing to the growth of
urban population in developing countries and the urbanization in most
developing countries at the present stage of their development is likely
to be characterized by a large informal sector.

The primary survey carried out among the workers engaged in various
segments of the urban economy throws some light on the contractual
patterns, levels of earnings and socio-economic conditions of the urban
informal sector workers in the study area.

The study found that majority of the workers in the job markets in
urban areas were migrants. They constituted 86.2 per cent of the total
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workers surveyed. The share of the male migrant workers was as high
as 92%, while that of women workers was only 26.2 per cent. But it
was found that the share of female workers was much more among the
non-migrant workers than among the migrant workers.

As far as the age distribution was concerned, they were relatively young
as 46.2 per cent of the workers belonged to the age group of 15-25
and 40 per cent of the workers were in the age group of 25-45.

Female workers constituted only 32.3 per cent of the total workers in
our sample. As majority of the workers covered in our sample belonged
to the migrant group, the participation of women in various urban
informal sector activities seems to be segregated.

It was also found that the participation of the ST workers from the
state was restricted to only few of the occupational categories, namely,
petty trading and handicrafts. This peculiarity of labour market is mainly
due to the fact that migrant labours from different countries and states
form a significant portion of the total workers in the urban informal
sector.  The study also found that majority of the workers were hired
workers. Only 25 per cent of the total samples surveyed were self-
employed, while the rest were hired workers.

As regard to regularity of the workers the study revealed that contrary
to the general perception, around 76.2 per cent of the workers were
engaged in the same occupation through out the years, though there
were some changes in their employers.

As far as the skill of the worker was concerned, it was found that only
26.2 per cent of the total informal sector workers surveyed were skilled
workers, while the remaining were unskilled.  However, it has been
observed that the distribution of skilled and unskilled workers in our
sample has been influenced to some extend, by the nature of activities
covered in the survey.
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In the field of educational qualification, it was found that both male and
female workers had low levels of educational attainments. Of the total
workers surveyed it was found that 48.4 per cent were illiterate and
40.8 per cent had studied till the primary level, which clearly highlights
the poor human capital base of the informal sector workers in urban
Arunachal Pradesh. As far as gender difference in the educational
attainments of workers was concerned, the females were marginally
better off than their male counterparts.  On the other hand, among
the ST workers it was found that only 12.5 per cent were found to be
illiterate, while it was 57 per cent among the rest. The ST worker was
found to be relatively better off in terms of education when compared
with the non-ST workers.

So far as the working conditions in terms of access to paid leaves,
working hours per day, medical assistance and provision of housing
facilities was concerned, it was found to be very pitiable. There was
absolutely no social security net. On an average their working hours
were more than 8 hrs except in case of one or two occupations. They
had no access to paid leave, emergency medical allowance and housing
provisions. As majority of the workers were migrants, hence housing
was a major problem for them.

The contractual arrangements in the informal labour market in the
study area were found to be exploitative in nature. As far as the payments
of wages were concerned, only 68 per cent of the hired workers received
their wages in cash, while the rest 32 percent received it partly in cash
and partly in kind. With regard to the frequency of wage payments, it
varied substantially across the urban informal sector; about 60 per cent
of the hired workers in the sample received their wages on monthly
basis, 19.4 per cent on daily basis and 16.3 per cent on weekly basis.
In occupations like construction and hotels the payments were very
irregular. In our field survey it was found that 28 per cent of the workers
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were not paid their dues. This was mainly because of the weak bargaining
power of the labourers and lack of any institutional support. Most of
the workers worked on time rate contacts, but piece rate contacts were
also found in few categories like handicraft and construction.  The
method of recruitment was more personal and around 50 per cent of
the workers were recruited due to personal contacts and 45 per cent
through friends and relatives. It was found that 55 per cent of the
workers had not changed their employers during the past one year, but
19.4 per cent had changed their employers frequently. Frequent change
was associated with domestic servants and construction workers.
Though 20 per cent of the urban informal sector workers were members
of trade unions, but very few reported of any welfare measures
undertaken by their respective unions. It was just a front for exploiting
the poor workers.

As far as the earnings in the urban informal sector are concerned, it
was found that here was lot of disparities in the monthly earnings of
different categories of workers. The average monthly income of the
workers in this sector was Rs. 2542 only. Monthly income was found
to be lowest in case of domestic service and highest in case of IT and
communications. The self-employed workers earned more than that of
the hired workers on monthly basis. In terms of gender, female workers
on an average earned less i.e. Rs.2242 per month than their male
counterpart i.e. Rs.2685 per month. The study also found that there
was sharp difference in income in case of skilled and unskilled workers
and that there existed a positive correlation between formal education
and earnings in the urban informal Sector.

Finally, as far as the socio-economic conditions of the workers were
concerned, it was found that it was much below the normal standard.
Around 22.4 per cent of the hired workers were indebted to their
employers.  It was also found that the employers did not charge any
rate of interest on the loans, as the amount given was very small.
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There was extreme form of vulnerability and food insecurity in the

category of construction workers and rickshaw pullers. As regard to

housing facilities the workers were found to be living in unhygienic

make shift houses. With regard to drinking water facilities it was found

that more than 75 per cent of the workers carried water from a tap

outside their home and 17.7 per cent from near by streams. Further,

as far as security and freedom from violence was concerned it was

found that physical attacks had become a part of the working life in

many of the informal sector occupations.

A recent study on the micro-enterprises in Arunachal Pradesh reveals

that a key aspect of micro-enterprises in the state, particularly those

involved in manufacturing and processing activities, is the weak

production linkages. Apart from the very low production base of the

economy, high transportation costs, low levels of commercialization

and marketisation of output and unreliable and poor communication

services have also contributed towards this.

Policy Questions

In the background of the unemployment problem in a country like
India in general and Arunachal Pradesh in particular, and employment
generating capacity of informal sector with comparatively lower amount
of capital per employee, support to informal sector seems justified for
employment creation. So far, the policy initiative for strengthening and
raising productivity in this important sector is either weak or almost
non-existent. The study on the nature and quality of employment in
informal sector in Arunachal Pradesh, given its local specificities, raises
some important policy questions.

! Given the ecological and institutional preconditions of the

state, it is highly unlikely that the Arunachal Pradesh can

rely on the organized manufacturing sector to provide
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employment to the growing numbers of youth unemployed

in the state. As of now government services seem to be

the only response to the need for more employment for

the local youth. However, there are obvious limits to the

expansion of employment in the state solely relying on the

government sector. Can the urban informal sector be a

source of self-employment for the unemployed youth from

the state?

! The 'inner line permit' system, which is in operation in the

state since colonial period, creates barriers for entry of

migrant labourers. It has clearly not been able to entirely

stop the in-flow of migrants, but many of the policy-makers

from the state feel that the system is an effective deterrent

against complete marginalization of the indigenous tribal

groups in the state. Public opinion in the state, so far, seems

to be largely in favour of the permit system, although studies

reveal its dampening effects on the growth of many

employment-generating sectors like tourism. Could it be

possible to devise alternative legal safeguards, which, while

protecting the interests of the indigenous tribes, would also

increase employment opportunities of the workers as well?

! Another important finding of the study is the nature of

participation of the poor and the tribals in activities in the

informal sector. In act iv it ie s such as tradit ional

manufacturing, hotels and restaurants serving traditional

cuisines and in a range of trading enterprises local tribal

people in general and tribal women in particular have started

taking interest. They need several kinds of support to be

successful in the market. Credit facilities must be made
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available to the entrepreneurs in the informal sector on the

same terms as modern enterprises. Apart from that,

support in terms of training in skills of various kinds,
market ing suppor t, creat ion of special markets,
popularization of their product etc would be crucial for the
growth of these informal sector activities.

! The workers in the informal sector lack basic awareness
about their rights and hence there is an urgent need to
make provisions for their welfare through awareness
building as well as meaningful state support.

! Given the significant participation of women entrepreneurs
in informal sector, particularly in OAEs in petty trading,
there is a need to incorporate these activities in overall
strategy for development and growth in Arunachal Pradesh.

! There is a special need for safe guarding the rights of
migrant workers. While urgent and effective steps are
required to stop the influx of illegal migrants to the state,
effective state protection should be provided to the genuine
workers to provide them a decent and dignified condition
to work.

It has been argued that informal sector has a high potential for growth
with equity as well as a large size in most developing countries, but
policy makers have not realized its growth potential due to neglect. In
spite of its potential and merits, public policy tends to discriminate against
it. However, a distinction must be made between the policy for growth of
informal sector and anti-poverty measures of the policy. A positive
discriminatory policy towards the small sector in the informal sector may
be a desirable idea, but it is unlikely to benefit the wage earner, the poor
and resource less in that sector. In the short run anti-poverty programme
may improve their conditions. But in the long run an attack on the root
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of poverty, income instability and underdevelopment alone would be
effective. Therefore policy on informal sector should not be looked upon
on a segmented basis, but as an integral part of the overall development
strategy taking into accounts its potential and linkages as well as the
variegated structure of this sector itself.
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