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Abstract 
This study examines the determinants of informal employment in Jammu and Kashmir using cross-sectional data from the Periodic Labour Force Survey (2023–24). This article uses four empirical indicators No of workers, no written contract, no social protection and not eligible for paid leave which are used to measure informal employment to estimate the factors influencing informal employment in Jammu and Kashmir. The Jammu and Kashmir region has a history of political conflicts and a distinct geographical location, which make it different from that of other regions. Based on logistic regression model the research identifies that individuals with higher education levels are more likely to be in formal sectors. The analysis reveals that social and demographic factors such as gender disparities, urban rural divide, education levels, vocational training and social group affiliations significantly influence the probabilities of being informal sector in Jammu and Kashmir. Given Jammu and Kashmir’s unique socio-political context, our findings indicate that informal employment rates vary depending on the different social and demographic factors. Policies should focus on expanding education, vocational training, and social protection to reduce informality, while addressing gender, rural–urban, and community disparities in Jammu and Kashmir’s labour market. Strengthening MSMEs and creating targeted interventions for marginalized groups can accelerate the transition from informal to formal employment.
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Introduction 
Informality in the labour market refers to unregistered economic operations and unprotected jobs (Khan & Hussain, 2021). Informal employment encompasses self-employment, small-scale and family-run businesses, non-contractual positions, and employment without adequate social protection from employers. The endurance of this phenomenon, particularly in developing nations, has drawn the attention of researchers worldwide (Khan & Hussain, 2021). Labour informality is used to improve economic models by measuring its extent, causes, and implications (Batini et al., 2010). Workers often move to the informal sector as a last resort to avoid unemployment. Initially, the informal sector was viewed as a fad that would be replaced by contemporary industrialisation. Research indicates that informality has a significant impact on employment interactions and requires a thorough knowledge (Fields, 1975). Perry (2007) elaborated on the ambiguous idea of informality, which encompasses various economic and social aspects. Lack of worker protection, burdensome rules, evasion of tax laws, unfair competition, low worker productivity, non-payment of taxes, and underground employment can all are said to be the inherent features of informal sector and the workers. In developing nations, the informal sector accounts for a significant portion of output and plays a crucial role in the economy. 
Informal employment accounts for a significant portion of the labour market in Jammu and Kashmir, owing to the region's fundamental economic characteristics and limited formal sector prospects (Iqbal, 2025). Informal workers do not have official contracts, social security coverage, or access to job-related benefits like a provident fund or health insurance (International Labour Organisation, 2018). The sector that are historically associated with informality such as agriculture, construction, retail trade, and low-skilled services account for much employment in Jammu and Kashmir. Low educational attainment, lack of vocational training, widespread self-employment, and gender inequality all help to increase the incidence of informal jobs MOSPI, 2024). Women and rural workers are especially vulnerable. Estimates from the existing PLFS rounds show that more than 80% of employed women in non-agricultural activities do not have official employment arrangements. Youth confront difficulties obtaining official employment and frequently begin their lives in informal positions. This pervasive informality leads to poor and uncertain incomes, lack of social safety, and limited upward mobility (Mohammadi, 2024). Understanding the drivers of informal work in Jammu and Kashmir is critical for developing targeted employment policies, increasing social security coverage, and improving labour market outcomes, particularly for disadvantaged groups.
This study proposes to conduct a thorough examination of informality in Jammu and Kashmir region in India which has a significant informal industry, providing evidence of an informal labour market. In Jammu and Kashmir, comparable analysis on informal employment practices is lacking. This study attempts to define and measure informal work in Jammu and Kashmir and analysing its drivers using several the criteria aligned with International Labour Organisation (ILO) principles. 



Review of Literature
The literature on informality identifies four indicators of informality viz, informal sector jobs, no contract, no paid leave, no social security measures. The dual economy hypothesis defines informal sector as consisting of two major activities (Harris & Todaro, 1970), which includes traditional agriculture and modern manufacturing. Hart (1973) classifies self-employment and small-scale income-generating activities as informal, expanding the definition of the dual economy. He also separated the economy into formal and informal sectors and assumes that own-account workers and small-scale firms are informal. The number of employees determines enterprise size (small or huge) varying numbers of workers to measure informality based on available data. Rani (2008) follows Mellony (1999) and categorises having fewer than six workers in Mexico as informal. Marcoullier et al. (1997) apply this metric to Mexico and Peru.  And Pradhan and Van Soest (1995) utilise it for Bolivia. Livingstone (1991) considers fewer than 10 employees for informality in Kenya, while Cohen and House (1996), take it as fewer than twenty. 
The informal sector measurement has been criticised for being unclear and incomplete, prompting some studies to suggest a new distinction. According to Chen (2007), informal jobs lack social and legal protection. Informal employment is jobs without any labour law, social security, taxation, or other benefits. The informal sector encompasses workers, employers, small business owners, self-employed, unpaid family workers, employees, casual workers, and wage earners. Many empirical and theoretical studies employ a combination of enterprise and job characteristics to describe informality. According to Pradhan and Van Soest (1995), tiny enterprises with fewer than six workers, self-employment, and unprofessional labour are considered informal in Bolivia. In a 1996 survey of Central American countries, Funkhouser (1996) classifies unprofessional, non-technical, and non-administrative personnel in small enterprises with four or fewer employees as informal. Gasparini and Tornarolli (2007) identify informal labourers in Latin America and the Caribbean as unskilled self-employed or salaried employees in firms with up to five employees. Galli and Kucera (2004) conduct a comparative study on informality in Latin America, focusing on firms with fewer than five or ten employees including domestic workers, self-employed individuals, unpaid family workers, and non-administrative, technical, and professional workers. Ina study for Brazil, Henley et al. (2009) define informal labourers as those working in enterprises with fewer than five employees, including self-employed and employers, non-professionals, domestic workers, unpaid, and temporary workers. According to Khamis (2009), self-employed are informal workers in firms with fewer than five employees in the Mexican economy. 
Studies employ various criteria to find the best specification and analyse the consistency of different metrics. Bernal (2009) studies informality in Colombia, identifying 27 indicators and exploring their ramifications. Pairwise correlation analysis reveals that social security is the chosen measure. It is substantially associated with other metrics, including written contracts, social security entitlement, and firm size. It identifies susceptible workers, allows for straightforward measurement, and is comparable to other countries. In their study, Henley et al. (1999) utilise a Brazilian household survey to assess three informality indicators. These measures consider contract status, social protection entitlements, employment nature, and employer. Informal employment means working for an unpaid, domestic, temporary, self-employed, or non-professional employer. The authors apply the probit model to assess informality. Three measures indicate significant variation based on specific attributes. Contract-based measures are less strongly associated with lower levels of education than other measures, particularly the nature of employment and employer. Social protection is the only indicator distinguishing between rural and urban areas, with a lack of social security mainly affecting rural areas. The study concludes that a precise measure of informality is necessary to ensure robust analysis. Marcoullier et al. (1997) and Saavedra and Chong (1999) find that the informality based on legal and social protection is more appropriate than company size. Gong et al. (2004) compared three indicators based on employment type, business size, and social protection and find that informality measuring through social protection is more appropriate than other measures.
Pisani and Pagan (2003) utilise two variables to assess informality in Nicaragua, viz employer size (5 employees or fewer) and social security registration. The study find that changing the indicator from employer size to social security registration leads to increased informality. This suggests that various measurements may act differently. Gasparini and Tornarolli (2007) assess informality in Latin America and the Caribbean using two different measures. According to productivity measures, an informal worker can fall into one of three categories: unskilled self-employed, salaried in small private enterprises, or zero-income workers. The second measure, legalistic or social protection, defines informal workers as those who do not receive pensions after retirement. The study indicates that social protection measures made many formal workers informal. However, informal workers who are characterised as productive remained informal in juridical terms. 
Khamis (2009) analyses survey data from Mexico to examine informal labour practices. The author defines informality as a lack of a written contract for the principal job, lack of social security benefits, illegal immigration to the US, small business employers with up to five workers, or self-employment. A probit model is used to analyse the impact of individual and household factors on informality. The study indicates that variables such as age, education, marital status, and scores were strong predictors of informality across many measures, with some variance.
Gillani (2013) analyses data from 506 individuals in the Bahawalpur district of Punjab province. The study finds that education, gender, marital status, skill training, parental education, household size, and rural-urban migration are the primary determinants affecting employment in the urban informal sector in the Bahawalpur district. The study by Parajuli (2024) for Nepal shows that an employee's gender, education, region, age, marital status, and ethnicity affect whether they work in the formal or informal sector. Karabchuk and Zabirova (2018) identify that gender, age, education, and location influence the informality in service industry. In the Russian Federation using Mexico’s National Survey of Occupation and Employment from 2010-2017 Hernandez et al. (2019) discover that informal employment is linked to lower education levels, rural living, and incomes. Annicet and Ayekeh (2019) gather data from the second Labour Force Survey for Cameroon and identify gender, religion, age, education, marital status, and urban location of residence as significant factors influencing informal labour force participation.
Informal employment is overwhelmingly prevalent in India's labour market. According to studies, the proportion of formal jobs is still quite low, even with advancements in educational attainment and structural changes in the economy. Researchers find that the majority of workers, particularly women, youth, and those in rural areas, work informally and frequently lack formal contracts, social security, or paid leave.
Data and Methods
This study uses four metrics to distinguish between formal and informal employment and estimate their potential magnitude based on the National Sample Survey Organisation (NSSO) 2014 and International Labour Organisation (ILO) 2003. Measure 1 (informal sector jobs) includes workers in household enterprises having employers with fewer than 10 employees. Non-market production and agricultural activities are excluded. Measure 2 (no written contract) defines informal workers as those without a fixed job or written contract. Measure 3 (not eligible for leave) defines all workers who are not paid for leave as informal workers. Measure 4 defines informal workers as those who do not have access to social security benefits, including pensions, family support, educational stipends, disability insurance, or medical care.
Construction of Variables
The factors in this study were chosen based on recognized theories such as the Human Capital Theory, Dual Labour Market Theory, and Harris-Todaro Model, which emphasize the importance of education, age, gender, and migration in influencing labour outcomes. Prior research (e.g., Marcoullier et al., 1997; Gong et al., 2004; NSSO, 2014; ILO, 2018) has identified legal and social protection indicators—such as the lack of written contracts, paid leave, and social security—as major predictors of informal employment.
The table below illustrates the construction of significant variables, including dependent variables.
Table 1: Description of Variables
	Variables 
	Description

	Dependent variable 

	Sector of Employment
	Y=1 if Informal employment and 0 otherwise

	Explanatory variables

	                                                       Individual characteristics 

	Gender 
	X1=1 if female

	
	X1=0 if otherwise (Reference category)

	Age groups
	X31=1 if 26-40 and 0 otherwise 

	
	X32=1 if 40-60 and 0 otherwise 

	
	X33=1 if 60 above and 0 otherwise

	Marital status
	X6=1 if married 

	
	X6=0 if otherwise (Reference category)

	Educational level
	X91=1 if educated up to primary and 0 otherwise

	
	X92=1 if up to secondary and 0 otherwise

	
	X93=1 if higher secondary and 0 otherwise

	
	X94=1 if diploma/degree course and 0 otherwise

	
	X95=1 if graduate and 0 otherwise

	
	X96=1 if PG and above, and 0 otherwise

	
	X9=0 if illiterate (Reference category)

	Vocational training 
	X7=1 if received VT

	
	X7=0 if did not receive VT (Reference category)

	                                                     Household characteristics

	Household size
	X8 = Number of persons in the household

	Religion 
	X41=1 if Muslim and 0 otherwise

	
	X42 = 1 if Christian and 0 otherwise

	
	X43 = 1 if Sikh and 0 otherwise 

	
	X4=0 if Hindus (Reference category)

	Social groups
	X51=1 if Scheduled Tribe and 0 otherwise

	
	X52=1 if Scheduled caste and 0 otherwise 

	
	X53=1 if OBC and 0 otherwise

	
	X5=0 if General (Reference category)

	                                                       Regional characteristics

	Location 
	X2=1 if Urban

	
	X2=0 if Rural (Reference category)



Model Estimation
Following Khan and Hussain (2021), we have used a logistic regression to find out the determinants of informal employment in Jammu and Kashmir.
                                  
 Where 𝐿𝑖 stands for logistic regression, which is estimated for the informality sample against the formality sample, and 𝑃𝑖 is the probability of informal employment. 𝑋𝑖 is a set of explanatory variables (i.e., personal demographic, household, location, and other characteristics) defined above, 𝛽0 and 𝛽𝑖 are constant parameters, and 𝜇𝑖 is an individually and identically distributed error term.
Result and Discussion
The Periodic Labour Force Survey (PLFS) 2023-24 data has been used in the analysis. The sample size of PLFS consisted of 14242 individuals who were disaggregated at the micro level. The PLFS data includes all the important information about the population and the primary key variables such as personal and regional characteristics, main activities, main occupations, employment status. 
A descriptive analysis of the data is presented in this section. Table 2 provide gender wise percentage distribution of formal and informal workers in Jammu and Kashmir as per the PLFS 2023-24. It shows that more than 99.7 percent of female workers work in the informal sector where over 55.4 percent have no written contract. Male workers are slightly less informal, with 98.2 percent under category of number of workers and large proportion 92.4 percent lacking a documented employment contract.
           Table 2: Gender wise formal and informal sectors percentage distribution
	
	No of workers
	No Written Contract
	No Social Protection
	Eligible for paid leave

	
	Formal 
	Informal  
	Formal  
	Informal  
	Formal  
	Informal  
	Formal  
	Informal  

	Male 
	1.7
	98.2
	7.5
	92.4
	-
	-
	3.2
	96.7

	Female 
	0.2
	99.7
	44.5
	55.4
	-
	-
	44.5
	55.4


Source: Author’s Estimation from PLFS 2023-24

Figure 1: Percentage Distribution of Educational Attainment of Formal and Informal Workers

Source: Computed from PLFS Data 2023-24
The bar chart in Figure 1 depicts the distribution of employment in the formal and informal sectors at various educational levels. A clear trend emerges: regardless of school attainment, most individuals work in informal settings. This tendency is most prominent among illiterates and low education levels, with nearly all working informally, implying a potential mismatch between occupational training and the demands of the formal labour market. Although the proportion of formal work rises marginally with higher education (graduate and postgraduate levels), a sizable fraction remains in the informal sector. This suggests that even advanced educational credentials do not guarantee access to formal employment. 








Figure 2 Percentage Distribution of Formal and Informal Workers (Different Measures Wise)

Source: PLFS 2023-24
The bar chart in Figure 2 compares the employment characteristics of formal and informal across four primary indicators, such as social security benefits, job contracts, paid leave, and informal job status. It clearly shows that informal workers overwhelmingly lack all three types of job security—social security, written contracts, and paid leave—whereas formal workers have greater access to these benefits. For example, the proportion of informal workers without social security, job contracts, or paid leave is significantly greater, topping 80% in each case. However, less than 40% of formal workers lack these safeguards.
         
Table 3 Coefficients of Determinants of Informal Employment in 2023-24
	Variables 
	Informal 

	Gender (Ref: Male)

	Female 
	1.139***

	
	(0.063)

	Sector (Ref: Rural)

	Urban 
	-1.620***

	
	(0.069)

	Marital Status (Ref: Unmarried)

	Married 
	-0.470***

	
	(0.090)

	Vocational Training (Ref: No VT)

	Received VT
	0.221***

	
	(0.064)

	Religion (Ref: Hindus)

	Muslim 
	-0.279***

	
	(0.077)

	Social group (Ref: General)

	Scheduled Tribe
	0.201**

	
	(0.101)

	Scheduled Caste
	0.235

	
	(0.235)

	OBC
	0.919***

	
	(0.105)

	Educational Level (Ref: Illiterate)

	Primary 
	0.086

	
	(0.102)

	Secondary 
	0.121

	
	(0.086)

	HH Secondary
	0.049

	
	(0.119)

	Diploma
	1.469**

	
	(0.703)

	Graduate 
	-0.592***

	
	(0.139)

	P.G. and above
	-0.699***

	
	(0.171)

	Age-group (Ref: 15-25)

	26-40
	-0.526***

	
	(0.109)

	41-60
	-0.475***

	
	(0.119)

	60 and above
	0.994***

	
	(0.156)

	Household size (Number of persons in the Household)

	Household Size
	-0.066***

	
	(0.015)

	Constant 
	0.509***

	
	(0.156)


Source: Author’s Estimation from PLFS 2023-24
Table 3 shows the estimation of the likelihood of informal employment. The positive and significant coefficient of female shows that they labour in the informal sector to support their families amid financial crises, while men are less likely to do so. This could be attributed to discrimination in the formal sector, where males are preferred, or inflexible working hours that prevent females from adjusting their schedules to accommodate domestic tasks and childcare. Ercan (2010, p.83) suggests that during crises, women may expand self-employment to compensate for lost jobs due to the "added worker effect" of their spouses.
The analysis also shows that workers aged 26-40 and 41-60 have lower informal employment rates than those aged 15-25. Young workers encounter challenges to formal sector jobs due to their lack of experience and abilities, leading to an increase in informal employment. People over 60 are more likely to labour informally. These data support Funkhouser's (1996) finding that informal employment is more prevalent among young and older workers.
Vocational training has a good effect on informal employment. Individuals with vocational training are likelier to work as informal employees than those without it. Many workers with training in electrical and auto mechanics, welding, carpentry, garment making, needlework, and driving end up in the informal sector. Semi-skilled workers who receive training immediately move to the informal sector. Working from home or on the road might increase informality for both genders in vocational and technical fields. According to House (1984), workers with poor qualifications are likelier to engage in informal employment. 
Current enrolment reduces the possibility of informal work. Employees participating in an educational program are less likely to seek informal jobs. Higher levels of education reduce the likelihood of informal employment, with a negative correlation across all education categories. Individuals with formal education are more likely to pursue formal work than those without. This result is also compatible with the findings of Funkhouser's (1996) findings, that workers with lower education levels are likelier to work in the informal sector.
The positive coefficient on marital status indicates that unmarried individuals are more likely to labour informally than married individuals. Married workers may choose formal jobs as a coping technique due to increased responsibility for their families in times of scarcity of better employment opportunities in the informal sector in developing countries. 
Cities have remained more appealing to individuals throughout history. Numerous studies show that most migration occurs from rural to urban areas due to improved educational, health, and sanitation options and increased social contacts. Location can be a crucial factor in work. Rural communities in underdeveloped countries tend to have more informal employment opportunities. In emerging countries, the labour market is characterised by dualism, with formal work options concentrated in cities and informal employment in rural areas. The study found that urban areas tend to have lower levels of informal employment. 

Conclusion
Informal employment often leads to poor working conditions, low earnings, lack of social protection, and poverty. Researchers in underdeveloped nations struggle to agree on defining labour market informality. There are several socioeconomic determinants of informal work. 
The negative gender coefficient indicates that female workers are more likely than male workers to work in the informal sector. Informal employment is more prevalent among the young and elderly, with age having a favourable impact on decision-making. Vocational training positively impacts informal employment, while higher levels of education decrease the likelihood of informal employment. Negative coefficients for all education categories indicate that individuals with some levels of education are more likely to enter formal employment than those without. Our findings also indicate that single individuals tend to operate in more informal settings than married individuals. Informal employment positively correlates with nuclear family structure, number of children in the household, and employment status.
The findings of the study suggest that appropriate government policies should expand social security and legalise employment for workers. This will eliminate informal employment and provide workers with social and legal protection. Working under legal and social protection means paying taxes and contributing to social security, which benefits the government and society by dispersing revenue.
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Formal	Illiterate	Up to primary	Secondary	Higher secondary	Diploma	Graduate	P.G. 	&	 above	14.8	17	20	28	25	37	42.6	Informal	Illiterate	Up to primary	Secondary	Higher secondary	Diploma	Graduate	P.G. 	&	 above	85.2	83	80	72	75	63	57.4	



Formal	Informal Job Worker	No social Security Benefit	No job Contract	No Paid Leave 	0.2	32.6	25.3	28.5	Informal	Informal Job Worker	No social Security Benefit	No job Contract	No Paid Leave 	99.7	67.3	74.599999999999994	71.400000000000006	







