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Tnd o and the cha ndosumal

Wha.

% Tndosmal (y?

. The entenpnises that ane not formed ag distinct

JLeg,aL ong,anLgatLong and {fox, which no compxehen&ive
recondg are avalloble are cloggifled ag informal
entenpriges by ILOg 15th Inteanational Cov\{ienev\ce
of Labour Statigticiong.

. Informal employees were claggified ag ndividualsg

Cha

who did not have access to sgocral gecun ity du?uLY\@
the 1Fth Cov\%ex,ev\ce 0{‘ TLO,

e oged by (ndoxmal [

Undesdevef opment
. Pensistence of informalily (8 a &ign of

undesdevel opment.

. Acnogg countries, there (g a negative connelotion

between Ln{‘onmaﬂ,fd.} ond pen capita Lncome,

. The {inding suggests the negative Lmpact of

informal ity on economic growth and income Levels.

. The pensistence of a hpgh shase of Ln{‘ox,maﬂ,

employment in total employment {8 nothing but
Lack. o{j adequate g,)uowth on undendevelopment.
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Low productivity

. Wonkensg Lack. access to quality education, ghill
training.

. This aﬂ,ov\g, with the uge o{‘ obgol ete technol,og,}
and tools negults in Low productivity in informal
entenprrses.

Lack. of social gecunity

. People wox,k;lng, n the Lnlwonmajl, gecton fack. access
to goclall secunity.

. Sunvival 18 the blggest chajl,ﬂ,eng,e for most
rformal, wonkens,

. The pandemyc {‘u)uthen exaceabated thisg chau,eng,e.
Recent neponts guggest that the informal secton’s
GPP share neduced to Legs than 207, from 50y a
few yeans ago,

Informal « n_India

. Degpile nopid economic g,z,ow;!;h over the Lagt two
decodes, the ghare of fonmal workens in India
stood at a mexe 3%/ (4F5 milllion). Even now,
anound 90v, of wonkerg in India are informally
employed,
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. F59, of informal wonkens are gelf{—employed with
eannings Lowen than galanied workexrs.

. About half of informal wonkers are engaged in
non—agaicullture gectons gpread acnogs unban and
aunaf areag,

IMP oRe on vdormal economy:

. Excessrve x,eg,uﬂ,at;Lov\g and toxation ensure the
endurance of informal activities.

. Tt notes thot informality is becauge of
stauctural and higtonical factons of bachwondness.

. Tt /s believed that neg,LgtnatLov\ processes, eagLng,
aules for buginess conduct, and Lowenring Lhe
standondg of protection of formal gecton wonkens
willl formalize (informal entenprises.

actons oldeck, normal (7ot ion in Indjia cono

. To promote employment, India protected small
entenprises engaged in Labour—intensive
manufactuning by providing {iscal concegsions and
reguloted Lange (ndustries by Licensing.
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. Such meagures negulted in Labour—intensgive
indugtaies getting diffuged into the
Ln{‘onmaﬂ,/unong,amged sectons,

. Whille such polLcy encounag,ed employment but
bh,Lng,fmg, the entenprises that bene{‘bted {jh,om the
policy into the tax net hag been a challenge.

. Begldes administrative seogong, political and
economiC 1eagons ope,m,ablng, ot the Local fLevel
furthes aggravated the challenge.

Stauctuna sanglorimat o

. The movement o{i Low—psoductLvity Ln{fox,maﬂ, gecton
woskens to the formal on onganiged gecton [g
known ag stauctunal trangformation,

. Bagt Agio gow napid gtauctural change in the Q0th
century ag poor ograrian economies opidly
ondusgtalal Lged.

+ In many developing countries including India,
informal ity hog neduced at a slow pace, ghow;'mg,
3xgng of poveaty and unemployment.

Initiotives taken in India 1o tackle indoxmal.[
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. The {ngca]L peagpectve hag been wged in India since
the tax seforms in the mid—1320s.

. The flscall pengpective of formaligation includes
efforts Like demonetisation, the intro of (GST),
digitaligation of trangactiong and enrolment of
nformal. gecton wonkers on govesnment portals,

. Thesge gteps ane meant to encourage the

formalisation of the economy.

Way forwanrd

. Pollicy e{f{fontg dinected ot the stauctunal
Lrangformation of the informal secton,

. Thesre 18 a need ro extend these initiatives to
the bulk o} the informal units

. Need {or gneaten capital investment L increaged
edu. and ghillg being Lmparted to the wonkens.

. Focug needs to be g,Lven ‘o mex,ova\g, the
production facclities.

. Staingent L(mplementation of Labour Lows (2
requLred al,ov\g, with dLﬂ,Lg,ent neg,Lgi;natLOn o{i
informal, wonkens unden officiol pontals to ensure

access to goclal gecunity.
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