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1. Introduction: The Dynamics of Old and New Informalization 
 
Before 1970s it was argued by almost all shades of left and right economists and politicians that the 
informal sector was actually the reflection of underdevelopment and as it happened in developed 
countries of Europe and America, with the capitalist development i.e. with the acceleration of the 
process of capitalist accumulation in the underdeveloped regions the informal sector i.e. the 
traditional sector comprised of petty traders, small producers and a range of casual jobs will 
disappear (destroyed or absorbed in formal sector). These expectations were by and large 
conceptually correct and to some extent it actually happened also. However, there were many 
politico-economic factors that affected the pace of transformation of informal sector, and finally 
with global economy entering in a long term crisis in 1970s, this process was also distorted and faced 
stagnation; and finally in the current phase of globalization we see a reemergence of the informal 
sector and informal employment with a new dynamics. Some of the politico-economic factors 
behind not-disappearing informal sector and its reemergence with new dynamics can be briefly listed 
below: 

1. Unlike most of the developed capitalist countries, the colonial countries like India faced de-
industrialization in colonial period in terms of destruction of their old glorious handicraft 
industries compelling huge population of artisans to shift in the rural areas swelling the ranks 
of rural proletariat or semi-proletariat. It is also interesting to note that in the relevant phase 
of capitalist development; particularly the European countries were able to export a huge 
population to America and other colonies and thereby were able to significantly reduce the 
load of surplus labour. There was also no such option available for developing countries. 
Most of the developing countries, right from the beginning of their economic development 
after independence from colonial rule, faced a vicious circle wherein agriculture was 
overburdened with surplus population and was unable to provide an effective market for 
industrial goods and thereby hindering the industrial growth, and on the other hand, the 
industrial development was so weak that it was unable to absorb the surplus population from 
agriculture and thereby hindering the growth of agriculture.  

2. In the given global politico-economic regime, emphasis on land reforms and subsidizing 
input costs in traditional occupations on the one hand and promotion of small and medium 
size industries, and emphasis on developing indigenous technology were some of the crucial 
factors along with others, needed to break this vicious circle. Various developing countries 
were able to address their development problems and problems of transforming the 
informal sectors to the extent they were able to address these factors. In India, as we know 
that land reforms were not properly implemented and it remained one of crucial factors 
behind the continuing of the dynamics of ‘vicious circle’. With global economic crisis of 



1970s, the Indian economy also entered in a long term crisis, with overall stagnation in 
economic growth 

3. If we look at the political movements in India till 1970s, they were to a large extent able to 
compel the state for adopting more inclusive policies of economic development and more 
inclusive strategies of transforming the informal sectors, for example, implementing land 
reforms to provide sustainable livelihood to landless and increase the average size of 
landholdings and providing subsidized inputs to make the cultivation profitable and 
sustainable, promoting cooperatives, and small and medium size industries to grow in scale 
by extending cheaper credits etc, and subsidized health, housing, education and crucial 
necessities to the population in general. Therefore, these political movements were able to 
put some restrictions on free play of capital’s logic of exclusionary economic development 
and exclusionary way of transforming the informal sector (eating up or destroying); and 
moreover, the capital was also not strong enough in countries like India to force the free 
play of capital’s logic.  

4. The current phase globalization systematically established the free play of capital’s logic; and 
on the other hand, it forced all the democratic political movements to go on defensive and 
finally leading to their disintegration. It is interesting to note that in the very initial phase of 
globalization a consensus on policies of globalization and liberalization was formed among 
all major parliamentary parties from right to left; and those, if any, remained outside were 
gradually co-opted or made irrelevant. On the other hand, downfall in the relevant political 
movements is reflected in almost disappearance of the movement for land reforms and 
various other peasant movements, movements for agriculture labour act, movement for 
single education system, movement against domination of English language etc. It is worth 
mentioning that land reform is still in the written agenda of all major left parties but there is 
no land reform movement on the ground. The upsurge in recent peasant movements was of 
a defensive kind, against the attack on their land rights in forcible land acquisitions for 
urbanization and industrialization. 

5. It is interesting to note that in the current phase of globalization, the free play of capital’s 
logic is on the one hand destroying/eating up some informal sectors, and on the other hand, 
with the requirement of new profit maximizing strategies in new international division of 
labour and post-fordist models of production, it is creating new informal sectors or 
expanding some existing ones by linking them in the global value chain; and creating 
informal employment by way of informalization of jobs in formal sector and transferring the 
jobs from formal to informal sector. There may be multiple factors playing the role in this 
dynamics. However, the new informalization in general has three aspects: a) the attack is on 
the relative autonomy of work and life that the traditional sectors enjoyed. Generally, those 
autonomous traditional sectors producing directly for market are being destroyed and those 
traditional/informal sectors with a scope for assimilating in the global value chain of 
transnational corporations are being expanded or recreated; b) with increasing 
unemployment problems very low paying informal sectors keep on expanding; and c) 
creation of informal employment by informalization of formal sector jobs and by 
transferring the jobs from formal to informal sectors.  

6. We can list some aspects of the new informalization dynamics as below: 
a) Destruction of handloom, traditional pottery, traditional utensils, traditional carpentry, 

traditional iron implements, traditional shoe makers, traditional oil business, traditional 
toy making etc  

b) As a result of reduction/removal of import duties of various goods after signing the 
WTO agreements, cheap imports wiped out a large number of informal enterprises  



c) Informalization as a legal problem, as the laws provide a space for non registration of 
enterprises employing workers below certain limits under various labour and business 
laws; this also creates a huge opportunity for cost saving by violation of laws in terms of 
showing lesser number of workers on company rolls and engaging large number of 
workers without any formal contracts 

d) Privatization of public sectors, downsizing of industries in general, and overall jobless 
growth resulted in rising unemployment problems leading to the expansion of informal 
sectors mainly in “survivalist” economic activities. In the periods of economic crisis, 
there is expansion of precarious and low paying informal sectors mainly in “survivalist” 
economic activities, while in the periods of economic boom there is an expansion of 
informal sectors with better incomes and better life  

e) High inequality in land holdings in rural areas and reduction/abolition of subsidies on 
agriculture inputs and drastically rising input costs in agriculture are the major factors 
behind the chronic poverty in vast rural informal sector and also in expansion of urban 
informal sector by acceleration of rural to urban migration of poor  

f) The recent expansion of the informal economy has been linked not only to the capacity 
of formal firms to absorb labour but also to their willingness to do so. Instead of 
production using a regular workforce based in a single large registered factory or 
workplace, more and more firms are decentralizing production and organizing work 
along the lines of “flexible specialization”, i.e. forming smaller, more flexible specialized 
production units, some of which remain unregistered or informal. As part of cost cutting 
measures firms are increasingly operating with a small core of wage employees with 
regular terms and conditions (formal employment) based in a fixed formal workplace 
and a growing periphery of “non-standard” or “atypical” and often informal workers in 
different types of workplaces scattered over different locations. These measures often 
include outsourcing or subcontracting and a shift away from regular employment 
relationships to more flexible and informal employment relationships. There are also 
triangular relationships involving workers, user enterprises and temporary work agencies. 
Rapid growth in cross-border commodity and value chains leads to situation in which 
the final producer in many cases is in the informal economy in developing countries and, 
increasingly, in transition countries. A large share of the workforce in key export 
industries work under informal arrangements, including those producing garments, 
textiles, sport shoes and electronics. In export garment manufacturing, for example, the 
degrees of informality range from women workers in the factories of Bangladesh who 
labour under conditions of almost total non-compliance with the Factories Act, to 
sweatshops exploiting local and sometimes migrant labour in Los Angeles, Bulgaria or 
Indonesia, to home workers in the Philippines who embroider baby clothes for top-end 
markets in New York as “disguised wage workers” in multi-layered systems of 
subcontracting.1  

g) Globalization leads to a shift from secure self-employment to more precarious self-
employment, as producers and traders lose their market niche. Globalization has also 
made major inroads into rural areas, sometimes in the remotest areas. Extensive value 
chains often link forest workers who collect non-timber forest products in many 
developing countries to international markets. These products include essential oils, 
medicinal plants, gum arabic, rattan, natural honey, brazil and other edible nuts, 

                                                            
1 Decent work and the informal economy, Report VI, Sixth item on the agenda, International Labour Conference 90th 
Session 2002 



mushrooms, Neem, Shea, and other types of wild nuts and seeds which produce oils that 
can be used for cooking, skin care and other purposes. It is estimated that there are now 
150 such non-timber forest products of major significance in international trade, 
involving millions of workers and producers. One study of shea nut collection in West 
Africa found that its final product, shea butter, was sold to European consumers at 84 
times the price paid to the forest collectors.2  

h) In the agricultural sectors, the last decade has brought tremendous growth in the 
production of non-traditional agricultural exports, primarily fruits, vegetables and cut 
flowers for the European and North American markets. The global value chains for 
these products are buyer-driven and basically controlled by a handful of major 
supermarket chains in Europe and North America.3  

i) New informalization in general and most of the new or transformed old segments of the 
informal economy in particular have direct or indirect production, trade or service links 
with the formal economy.  

 
 

2. Defining the Informalisation 
 
30 years ago, particularly after first ILO employment mission in 1972 to Kenya, Africa, where it 
claimed that the traditional sector had not just persisted but expanded, the ILO first used the term 
“informal sector” particularly in the context of the traditional sector. Since then the terminology of 
informal sector was increasingly used in policy making circles, however, different countries defined 
the informal sector differently in their countries. In the current phase of globalization with 
reemergence informal sector with a new dynamics of informalisation further increased the 
complexities of informal sector in terms of reaching a comprehensive and universally applicable 
definition. The 78th Session of the International Labour Conference in 1991 was particularly 
focused on this problem and on the ‘dilemma’ as to “whether the ILO and its constituents should 
promote the informal sector as a provider of employment and incomes or seek to extend regulation 
and social protection to it and thereby possibly reduce its capacity to provide jobs and incomes for 
an ever expanding labour force.”4 15th International Conference of Labour Statisticians (ICLS) in 
1993 took a major initiative in defining the informal sector and informal employment and it was 
subsequently incorporated in United Nations System of National Accounts (SNS). However, there 
were some critical problems in definition put forward by 15th ICLS, particularly in terms that: a) 
persons engaged in very small-scale or casual self-employment activities may not report in statistical 
surveys that they are self-employed, or employed at all, although their activity falls within the 
enterprise-based definition; b) informal sector statistics may be affected by errors in classifying 
certain groups of employed persons by status in employment, such as outworkers, subcontractors, 
free-lancers or other workers whose activity is at the borderline between self-employment and wage 
employment; c) an enterprise based definition of the informal sector is unable to capture all aspects 
of the increasing informalisation of employment, which has led to a rise in various forms of informal 
(non-standard, atypical, alternative, irregular, precarious) employment, in parallel to the growth of 
the informal sector. To deal with these problems, an Expert Group on Informal Sector Statistics, 
                                                            
2 Decent work and the informal economy, Report VI, Sixth item on the agenda, International Labour Conference 90th 
Session 2002 
3 Decent work and the informal economy, Report VI, Sixth item on the agenda, International Labour Conference 90th 
Session 2002  
4 Decent work and the informal economy; Report VI, 90th Session of International Labour Conference 2002 



popularly known as Delhi Group, was formed which finally suggested that the definition and 
measurement of employment in the informal sector needed to be complemented with a definition 
and measurement of informal employment. Therefore, in defining the informalisation, the two 
concepts and aspects of informalisation-enterprise based and job based, were united together. The 
17th ICLS held in 2003 put forward a definition of informalisation by incorporating all the above 
suggestions. The main aspects of this definition can be summarized as below.  
 
Production units are classified into three groups-formal sector enterprises, informal sector 
enterprises, and households, and defined as follows: 5  
 

a. Formal sector enterprises: Those  comprising corporations, quasi-corporate enterprises, 
non-profit institutions, unincorporated enterprises (public or private) producing goods or 
services for sale or barter which are not part of the informal sector. 

 
b. Informal sector enterprises: Those private unincorporated enterprises (excluding quasi-

corporations), owned by individuals or households that are not constituted as separate legal 
entities independently of their owners, and for which no complete accounts are available that 
would permit a financial separation of the production activities of the enterprise from the 
other activities of its owners. Private unincorporated enterprises include unincorporated 
enterprises owned and operated by individual household members or by several members of 
the same household, as well as unincorporated partnerships and co-operatives formed by 
members of different households, if they lack complete sets of accounts. All or at least some 
of the goods or services produced are meant for sale or barter. Their size in terms of 
employment is below a certain threshold to be determined according to national 
circumstances, and/or they are not registered under specific forms of national legislation 
(such as factories’ or commercial acts, tax or social security laws, professional groups’ 
regulatory acts, or similar acts, laws or regulations established by national legislative bodies as 
distinct from local regulations for issuing trade licenses or business permits), and/or their 
employees (if any) are not registered. They are engaged in non-agricultural activities, 
including secondary nonagricultural activities of enterprises in the agricultural sector. 

 
c. Households: Households producing goods exclusively for their own final use (subsistence 

farming, do- it-yourself construction of own dwellings), as well as households employing 
paid domestic workers (maids, laundresses, gardeners, watchmen, drivers, etc). 

 
The employment in informal sector is defined as below: 
 

1. Employment in Informal Sector Enterprises6 
 

                                                            
5 Ralf Hussmanns, ‘Statistical definition of informal employment: Guidelines endorsed by the Seventeenth 
International Conference of Labour Statisticians (2003)’; Bureau of Statistics, ILO2004  
 
6 The term ‘enterprise’ refers to any unit engaged in the production of goods or services for sale or barter. It covers 
production units which employ hired labour, as well as production units that are owned and operated by single 
individuals working on own account as self-employed persons, either alone or with the help of unpaid family members. 
Therefore self-employed street vendors, taxi drivers, home-based workers etc. are all considered enterprises. 
 



Informal sector enterprise is already defined above in point (b). To further explain the 
informal sector employment we can subdivide it in the following groups (Table 1): 
1. Own account workers and employers in their own informal sector enterprises 
2. Informal and formal employees in informal sector enterprises 
3. Informal contributing family members in informal sector enterprises 
4. Members of Informal producers’ cooperatives 

2. Informal Employment 
 
Informal employment comprises the following: 
a) Own-account workers and employers employed in their own informal sector enterprises 
b) Contributing family workers with no formal contracts in both formal and informal sector 

enterprises 
c) Employees holding informal jobs (those employed in formal or informal sector enterprises, 

or as paid domestic workers by households; employees are considered to have informal jobs 
if their employment relationship is, in law or in practice, not subject to national labour 
legislation, income taxation, social protection or entitlement to certain employment benefits 
such as advance notice of dismissal, severance pay, paid annual or sick leave, etc. for reasons 
such as non-declaration of the jobs or the employees, casual jobs or jobs of a limited short 
duration, jobs with hours of work or wages below a specified threshold e.g. for social 
security contributions, employment by unincorporated enterprises or by persons in 
households, jobs where employee’s place of work is outside the premises of the employer’s 
enterprise e.g. outworkers without employment contract, or jobs, for which labour 
regulations are not applied, not enforced, or not complied with for any other reason). 

d) Members of informal producers’ cooperatives 
e) Own-account workers engaged in the production of goods exclusively for own final use by 

their households (such as subsistence farming or do-it-yourself construction of own 
dwellings) 

 
The framework of informal sector employment and informal employment that emerges from above 
is give below in table1. 
 
Table1: Conceptual framework of Informal Employment structure 
 
Productio
n units by 
type 

Jobs by status in employment 
Own-account 
Workers 

Employers Contributi
ng family 
workers 

Employees Members of 
producers’ 
cooperatives 

Inform
al 

Form
al 

Inform
al 

Form
al 

Informal Inform
al 

Form
al 

Inform
al 

Form
al 

Formal 
sector 
enterpris
es 

    1 2    

Informal 
sector 
enterpris
es 

3  4  5 6 7 8  



Househol
ds 

9     10    

Informal employment= 1+ 2+3+4+5+6+ 8+9+10 
Employment in the informal sector= 3+4+5+6+7+ 8 
Informal employment outside the informal sector= 1+2+9+10 
Source: Ralf Hussmanns, ‘Statistical definition of informal employment: Guidelines endorsed 
by the Seventeenth International Conference of Labour Statisticians (2003)’; Bureau of 
Statistics, ILO2004  
 
It is clear from the above that the 17th ICLS did not endorse the term ‘employment in the informal 
economy’, which has been used by the ILO to refer to the sum of employment in the informal 
sector and informal employment outside the informal sector. The 17th ICLS keeps the concepts of 
informal sector and of informal employment separate. The informal sector concept, as defined by 
the 15th ICLS, was by and large retained by the 17th ICLS. As in 15th ICLS, the agriculture is 
excluded from the scope of informal sector statistics in 17th ICLS also. However, in 17th ICLS 
agriculture is included in informal employment statistics. 17th ICLS also takes in to consideration the 
undeclared work and underground/illegal production (defined by SNA 1993 as production activities, 
which are legal when performed in compliance with regulations, but which are deliberately concealed 
from public authorities).   
 
However, considering large diversity of informal employment situations in different countries, 17th 
ICLS left the operational criteria for defining informal jobs of employees for determination by 
countries in accordance with national circumstances and data availability. 
 
There are still wide variations in definition of informal sector and informal employment as used by 
various countries for statistical purposes. Agriculture forms the largest section of informal sector in 
almost all the developing countries, however, for statistical purposes, only some countries include 
small-scale unregistered agricultural activities in their definition of the informal sector, while others 
do not. Moreover, many countries use the criterion of non-registration of the enterprises, either 
alone or in combination with other criteria such as small size or type of work place, to define the 
informal sector. In many countries, the criterion refers to the non-registration of the enterprise as a 
corporation, or to its non-registration with the tax authorities or for statistical purposes, while others 
use small size factor as a criterion to define the informal sector, either alone or in combination with 
criteria such as the non-registration of the enterprise or the type of work place. The criterion of non-
registration of the employees of the enterprise is also used to define unregistered employment. The 
cut off points for the size criterion also varies in different countries-5 and less, less than 5, 10 and 
less and less than 10 employees etc. The Delhi group suggested universal size criteria of less than 5 
employees to be used for statistical comparability of informal sector in various countries. It is also 
interesting to note that while most of the countries use the same size limit for all branches of 
economic activity, some countries use different size limits for different branches of economic 
activities. Some examples of the criteria used by various countries to define informal sector and 
Informal jobs for statistical purposes are given in Table 2 and 3. 
 



In India the National Commission for Enterprises in Unorganized Sector, used interchangeably the 
concepts of Informal and Unorganized sector/employment, and defined them as below:7 
 
“The unorganized sector consists of all unincorporated private enterprises owned by individuals or 
households engaged in the sale and production of goods and services operated on a proprietary or 
partnership basis and with less than ten total workers” and “Unorganized workers consist of those 
working in the unorganized enterprises or households, excluding regular workers with social security 
benefits, and the workers in the formal sector without any employment/ social security benefits 
provided by the employers”. 
 
The above definition of Informal sector, considers all agricultural activities undertaken on 
agricultural holdings, either individually or in partnership, as being in the unorganized sector. It 
excludes only plantation sector and other types of organized agriculture (e.g. corporate or 
cooperative farming). It also considers that this definition of the unorganized enterprise constituting 
the unorganized sector is a generic one in the sense that it has no legal personality of its own (other 
than the person who owns it); it is small in employment size and, more often than not, associated 
with low capital intensity and labour productivity. The diverse nature of these enterprises is often a 
response to the demand for a variety of low price goods and services produced in different modes of 
self-employment, unpaid family labour and wage work (often concealed as self employment under 
different forms of putting-out systems). 
 
The above definition of informal/unorganized employment considers that the employees with 
informal jobs generally do not enjoy employment security (no protection against arbitrary dismissal), 
work security (no protection against accidents and illness at the work place) and social security 
(maternity and health care benefits, pension etc). 
Table 2: Definitions of informal sector enterprises used by various countries 

                                                            
7 The Challenge of Employment in India,An Informal Economy Perspective; Volume I - Main Report, National 
Commission for Enterprises in the Unorganised Sector, Government of India;  www.nceus.gov.in  

 



 
Source: Concepts, definitions and sub-classifications of informal sector and informal employment; 
ILO Manual on Surveys of Informal Employment and Informal Sector; 
http://mospi.nic.in/Mospi_New/upload/DelhiGroup/ILO_Manual_Chapter2_22jan10.pdf  
 
Table 3: Definitions of informal jobs of employees used by selected countries 
 



 
Source: Concepts, definitions and sub-classifications of informal sector and informal employment; 
ILO Manual on Surveys of Informal Employment and Informal Sector; 
http://mospi.nic.in/Mospi_New/upload/DelhiGroup/ILO_Manual_Chapter2_22jan10.pdf   
  

3. Informal Sector in India 
 
India's real national income grew by 125 per cent during the economic reform period of 1992/93 - 
2005/06 compared to 97 per cent during the previous period of the same duration. Consequently 



the per capita income increased by 77 per cent during 1992/93-2005/06. However, such buoyancy 
in the economy did lead to any positive qualitative change in the wellbeing of the labour and people 
at large. At the end of 2004-05, about 836 million or 77 per cent of the population were living below 
Rs.20 per capita per day (pcpd). The buoyancy in the economy did not lead to any positive 
qualitative change in terms of transformation of informal sector. While the percentage of population 
below the poverty line (average expenditure of Rs. 11.6 pcpd) has slightly come down; the 
movement is only within the group of broadly poor (41 per cent) or the poor and vulnerable (77 per 
cent).  88 per cent of the Scheduled Castes and Scheduled Tribes, 80 per cent of the OBC 
population and 84 per cent of the Muslims belong to this ‘poor and vulnerable’ group. (Table 1&2) 
 
About 79 per cent of the informal or unorganized sector workers belonged to this group of poor 
and vulnerable living below Rs.20 per head per day and without any legal protection of their jobs or 
working conditions or social security. Only about 21 per cent of informal sector workers belong to 
Middle and High Income groups and they are mostly those self-employed workers with sufficient 
capital and skills, such as urban traders and independent skilled workers or professionals, and some 
regular employees whose services are critical to the running of small informal enterprises or 
establishments.  
 
Moreover, Most of the population of this group of poor and vulnerable are also either illiterate or 
without even primary education, and also suffer from malnutrition (table2). These groups emerge as 
a sort of a coalition of socially discriminated, educationally deprived and economically destitute, 
whereas less than one fourth of population is reaping all the benefits of high rate of economic 
growth and their purchasing power is growing at a faster rate.8 
 
The growth rate of employment also was much less among the poor and vulnerable groups 
compared to the Middle and Higher income groups. In other words, both in terms of quantity and 
quality of employment the poor and vulnerable groups had been lagging far behind the others 
during the period of rapid economic growth.9 
 
It comes out very clearly from the above that the Indian growth story has largely been characterized 
by a rapid growth of middle class and the rich who are expanding their consumption of non-food, 
non-essential and durable items and also the imported goods and thereby providing a huge market 
for such goods. This "Shining India" has expanded in the past and is still expanding at a very high 
rate. But on the other hand, there is virtually stagnant consumption expenditure and miserable 
working and living conditions for the 77 per cent of our population who are poor and vulnerable 
and who in general represent the informal sector of India. (Table 2&3) 
 
Table 1: Population in Different Expenditure Class 

                                                            
8 The Challenge of Employment in India, An Informal Economy Perspective,  National Commission for Enterprises in 
the Unorganised Sector, April, 2009,  www.nceus.gov.in 

9 The Challenge of Employment in India, An Informal Economy Perspective,  National Commission for Enterprises in 
the Unorganised Sector, April, 2009,  www.nceus.gov.in 



 
Note: Extremely Poor: Those who have a monthly per capita consumer expenditure of up to three-fourths of the 
official poverty line (i.e. an average of Rs.8.9 per capita per day (pcpd) in 2004-05); Poor: Those between the Extremely 
Poor and up to the official poverty line (average expenditure of Rs. 11.6 pcpd); Marginally Poor: Those with per capita 
consumer expenditure of only 1.25 times the poverty line (i.e. Rs.14.6 pcpd); Vulnerable: Those with per capita 
consumer expenditure of only two times the poverty line (i.e. Rs.20.3 pcpd). 
Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 

 

 

 

 

Table 2: Percentage distribution of expenditure classes by social identity, informal work status and 
education 2004-05 (persons in the age group of 15 and above) 



 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  
 
Table 3: Percentage Distribution of informal workers across Expenditure Classes  
 

 
Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 

It is interesting to note that from1999-00 to 2004-05, the total employment in the economy 
increased from 397 million to 458 million. If we view the increase from a sectoral point, 
employment increased by 8.5 million or 16 per cent (from 54.1 million to 62.6 million) in the 
organized/formal sector. However, the change in the organized/formal employment has been nil or 
marginally negative. Therefore, the increase in total employment has been mainly of an informal 
kind (Table 4).It simply reflects on the informalisation of the formal sector, where in any 
employment increase in formal sector consists of casual/contract workers or even regular workers 
without any social security benefits.  
 
Out of the total employment (principal plus subsidiary) of 458 million the unorganized/informal 
sector accounted for 395 million. Therefore the unorganized/informal sector constituted about 86 
per cent of total workers in 2004-05.   
 



Out of the 395 million unorganized/informal sector workers, agriculture accounted for 253 million 
and the non agriculture sector accounted for the rest 142 million. The proportion of non-agricultural 
worker in the unorganized/informal sector rose from 32 per cent to 36 per cent between 1999-2000 
and 2004-05. The number of total informal workers (both in informal and formal sectors) is 
estimated to be at 423 million including 256 million in the agriculture sector and 167 million in the 
non-agriculture sector. Therefore, in totality the informal workers represent as high as 92.3 percent 
of the total employment in Indian economy. (Table 5&6) 
 
It is worth mentioning here that in totality, the wage workers constituted about 43.5 percent of the 
total employment and the self employed workers represented the rest of the 56.5 percent workers. 
In non agriculture sector, wage workers represented 53.6 percent of total workers (self employed-
46.4 percent) and in agriculture, wage workers represented 35.8percent of total workers (self 
employed-64.2 percent). In totality, in informal sector (agriculture and non agriculture), the wage 
workers constituted only about 36 per cent of the workers in 2004-05, and the remaining 64 per cent 
were self-employed. On the other hand, in the formal sector only 8.3 percent workers were self 
employed and the rest were wage workers. It is also interesting to note that about 23 percent 
workers in the formal sector are casual wage workers and 69 percent workers are regular wage 
workers; or in other words, among all wage workers in formal sector about 25 percent workers are 
casual. (Table 5) 
 
The agriculture sector consists of almost entirely unorganized/informal workers who are mainly the 
self-employed (65 per cent) and the casual workers (35 per cent). In the non-agriculture sector also 
nearly 72 per cent of the workers are in the unorganized/informal sector, out of which 63 per cent 
are self employed and the rest are more or less equally distributed between the regular (17 per cent) 
and casual categories (20 per cent). The proportion of informal sector workers in non-agriculture 
recorded an increase of 4 percentage points from 1999-2000 when it was at 68 per cent.  
 
Broadly only about 0.4 per cent of the informal/unorganized sector workers receive social security 
benefits like Provident fund and this proportion have not changed since 1999-2000.  
 
Table 4: Relationship between Sector and Type of Employment, All Workers 1999-2000 & 2004-05 

 
Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 

Table 5: Size and distribution of formal-informal sector workers by industry and status 2004-05 



 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  

Table 6: Formal and Informal workers/employment (million) 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 

If we look at the industry wise picture of informalisation, in the case of industry and services, the 
shares of informal sector employment is increasing consistently over the years (Table 7). With the 
current dynamics, it is expected that in coming years the economy will experience a greater degree of 
informalisation of employment leading to an increase in the already high share of informal workers 
(as opposed to workers in the informal sector) from 91.8 percent to 93.9 percent by 2016-17, 
because the incremental employment in the formal sector is expected to be mostly of an informal 
kind.  
 
Table 7: Informal/Formal Sector Workers by Major Economic Activity (million) 



 

Source: The Challenge of Employment in India, An Informal Economy Perspective,  National Commission for 
Enterprises in the Unorganised Sector, April, 2009,  www.nceus.gov.in 

 
It is interesting to note that in totality, only 29 percent of the male workers and 27 percent of female 
workers were able to access organized sector jobs. While upper caste Hindu men (38 percent) and 
women (37 percent) were most likely to get organized sector jobs, Muslim OBC men (12 percent) 
and women (13 percent) were least likely to do so. Muslim Others also fare worse in this respect. 
The highest proportion of casual workers in the non-agricultural unorganized sector is in the case of 
ST men and women followed by the SCs. The upper caste Hindus are least represented in casual 
workers. Muslims are overwhelmingly concentrated in the unorganized sector and in self-employed 
activities. The upper caste Hindus have better access to quality employment and productive self-
employed activities due to their better access to education and land ownership.10  
 
In general, the proportion of illiterate labour force declined from 57.1 percent in 1983 to 37.9 
percent in 2004-05, a reduction of about 19.2 percentage points, however, the share of those with 
education up to primary level (one-fourth of the labour force) remained almost static over a period 
of about 22 years from 1983 to 2004-05. On the other hand, the share of those with middle level of 
education increased from 9.3 percent in 1983 to 15.5 percent in 2004-05, the share of those with 
education up to secondary and higher secondary levels improved from 7.0 percent to 15.4 percent, 
and the share of those with education up to graduate level and above increased from 2.6 percent in 
1983 to 6.6 percent in 2004-05.11  

                                                            
10 The Challenge of Employment in India, An Informal Economy Perspective,  National Commission for Enterprises in 
the Unorganised Sector, April, 2009,  www.nceus.gov.in 

11 The Challenge of Employment in India, An Informal Economy Perspective,  National Commission for Enterprises in 
the Unorganised Sector, April, 2009,  www.nceus.gov.in 



Now, before entering in to the deeper analysis of the informal sectors, let us have a look on the state 
wise share of labour force, and labour participation rate. We may see in the table 8 that there are 
wide variations in the labour participation rate in different states of India. For example, Uttar 
Pradesh ranks number one in terms of hugeness of population and labour force, but in labour 
participation rate it ranks at 19th position, and similar is the situation in Bihar and West Bengal and 
Madhya Pradesh. The significance of this data is to show that with increase in labour participation 
rate in these hugely populated states, a huge population may enter in the labour force from these 
states and in the given employment growth situations, they may be only swelling the ranks of 
informal workers in low paying precarious informal sectors.(Table 8) 

Table 8: Rankings of States by Population, Labour Force& Participation Rates in 2004-05 

 

Note: The labour force participation rate is a measure of the proportion of a country’s working-age population that 
engages actively in the labour market, either by working or looking for work; it provides an indication of the relative size 
of the supply of labour available to engage in the production of goods and services. The breakdown of the labour force 
by sex and age group gives a profile of the distribution of the economically active population within a country. The 
labour force participation rate is calculated by expressing the number of persons in the labour force as a percentage of 
the working-age population. The labour force is the sum of the number of persons employed and the number of 
unemployed. The working-age population is the population above a certain age – ideally aged 15 and older – prescribed 
for the measurement of economic characteristics. 

Source: The Challenge of Employment in India, An Informal Economy Perspective, National 
Commission for Enterprises in the Unorganised Sector, April, 2009, www.nceus.gov.in 



It is also interesting to note that there are wide variations in the urbanization in different states and 
therefore also variations in proportion of urban and rural labour force and most importantly there 
are variation in the proportion of female labour force in different states of India. The proportion of 
female labour force is as low as about 19 percent in Bihar, 21 percent in West Bengal, 24 percent in 
Assam, and 27 percent in Uttar Pradesh and Jammu and Kashmir, and as high as about 45 percent 
in Himachal Pradesh, 40 percent in Andhra Pradesh in Chhattisgarh, 38 percent in Rajasthan and 
Uttaranchal, 37 percent in Tamil Nadu, 36 percent in Kerala, Karnataka and Maharashtra and 33 
percent in Gujarat. High and low proportion of labour force in various states is not only 
proportional to urbanization, but also related to variations in cast structure, and socio-cultural and 
economic status of women in various societies. However, these variations explain clearly, why in 
certain sector in some states there are proportionally more female workers than in other states, for 
example why in garment and electronics manufacturing there are proportionately more female 
workers in Karnataka, Tamilnadu and Andhra Pradesh, and their proportion is minimum in Uttar 
Pradesh and Haryana etc. (Table 9) 

Table 9: State-wise Percentage Distribution of Labour Force by Sector & Sex, 2004-05 

 

Source: The Challenge of Employment in India, An Informal Economy Perspective, National 
Commission for Enterprises in the Unorganised Sector, April, 2009, www.nceus.gov.in 

  



Women Workers in Informal sector 

In the overall economic activity in India, women workers constitute about one-fifth of the total 
work force, out of which only six per cent are employed in the organized sector. Rest of the women 
workers are engaged in the unorganized sector.12  

In total workforce of 457.5 million, women workers are about 148 million. 107.7 million women 
workers are in agriculture and 40.3 million in non-agriculture. Only about 6 million women workers 
are in formal sector including 0.8 million in formal agriculture sector and 5.2 million in formal non 
agriculture sector. The rest 142 million women workers are in informal sector including 106.9 
million in agriculture and 35.1 million in non-agriculture sector. (Table 3) 

Table 10: Percentage of unorganized non-agriculture self employed women workers across 
industries 2004-05 

 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  

Child Labour 

It is widely accepted that the above discussed conditions are largely responsible for incidences of 
child labour in India and it is also well studies that it is the informal sector where the huge majority 
of child labour is engaged. Incidence of child labour is reported to have decreased and in totality it is 

                                                            
12 Socio-economic  Conditions of Women Workers in Plantation Industry 2008‐09; Government of India 
Ministry of Labour & Employment  Labour Bureau Chandigarh; 
http://labourbureau.nic.in/SECOWW_Plantation_200809.pdf 



reported to be only 3.4 percent. Highest incidence is reported in Andhra Pradesh (6.6%), Orissa (5), 
Rajasthan (4.8), Chhattisgarh (4.5), and Uttar Pradesh (4.1). Lowest incidence is reported in Kerala 
(0.3), Bihar (1.5), Tamil Nadu (1.6), Haryana (1.7) and Assam (1.9). However, this data seems to be 
misleading. The real picture emerges when we look at the data on out of school children. There are 
as high as 34.4 percent out of school children in Bihar, 23.4 percent in Jharkhand, 22.8 percent in 
Uttar Pradesh, 22.2 percent in Rajasthan, 21.5 percent in Madhya Pradesh, 20.4 percent in Orissa, 
18.6 percent in Chhattisgarh, and 17.4 percent in West Bengal, with an all India average at 17.9 
percent. The lowest incidences of out of school children are in Kerala (2.5), Tamil Nadu (3.7) and 
Himachal Pradesh (6.6). (Table 11)  

Table 11: Incidence of child labour and out of school children (5-14 years) across states 2004-05 

 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  

 
Informal sector in Agriculture 
 
In agriculture, the self-employed farmers constitute 64 per cent of the total agricultural workers; and 
out of this, 86 per cent are marginal or small farmers (i.e. operating up to 2 hectares of land) 
accounting for only 45 per cent of the total cultivated area in the country. Only 14 percent of the 
farmers are medium and large farmers operating more than 2 hectares of land and they are holding 
as high as 55 percent of the total cultivated area in the country. 
 
Among the rural unorganized agriculture workers, as high as 38.4 percent workers are landless (less 
than 0.01ha) or sub-marginal farmers (0.01-0.4ha), 23.4 percent are marginal farmers (0.41-1ha), 18.1 



percent are small farmers (1.01-2ha) and only about 20.1 percent of agriculture workers are medium 
and large farmers (more than 2ha). It is also interesting to note that with increasing input costs 
farming in small holdings is increasingly becoming un-remunerative and unsustainable and therefore 
the farmers with smaller holding are increasingly compelled to join the ranks of wage labour. 77. 4 
percent of wage labour in rural unorganized agriculture comes from landless and sub-marginal 
farmers, 14.9 percent from marginal farmers, 5.8 percent from small farmers and 1.9 percent from 
the medium-large farmers (lower strata). (Table 12)  
 
Table 12: Percentage distribution of rural workers by land size classes and sector of occupation 
2004-05 

 
Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  
 
It is worth mentioning that with a broader commonality in agrarian structure all over India, there are 
significant variations in composition of various land classes and agriculture labour in various states 
of India. We may see in table 13 that apart from Delhi which is basically an urban state, high 
landlessness among rural households is recorded in Gujarat (26.9), Maharashtra (23.9), Karnataka 
(22.9), Haryana (20.0), Madhya Pradesh (18.7), Orissa (17.5), Andhra Pradesh (17.1), Punjab (14.6), 
Bihar (12.0), Uttaranchal (11.5) and Uttar Pradesh (10.1). Lowest landlessness is reported in Assam 
(2.2), Jammu and Kashmir (2.8), Kerala (3.7), Jharkhand (5), West Bengal (8.0), Himachal Pradesh 
(8.3) and Rajasthan (8.3). At all India level, about 14.4 percent rural households are landless. 
However, many states with lowest percentage of landless households are also the states with highest 
percentages of households with marginal landholdings, i.e. Kerala (90.4), Jammu and Kashmir (81.4), 
West Bengal (84.3), Assam (62.8), Himachal Pradesh (75.9), and Jharkhand (77.5). But there are 
some other states with high landlessness along with higher percentage of households with marginal 
land holdings like Bihar (70.5), Andhra Pradesh (61.2), and Tamil Nadu (66.6). If we link these 
factors of high landlessness and higher percentage of households with marginal land holdings with 
the factors of lack of irrigation and other infrastructure facilities, then it explains why there are 
rampant rural to urban migration in some states and also inter-state migration in the states lagging 
behind in industrial development and thereby unable to create enough avenues of alternative 
livelihoods in the same states.  
 
The above factors also to some extent explain why the land acquisition movements were more 
radical in some states than in other states. In general we find that the states with higher percentage 



of households with marginal holdings, less landlessness and also comparatively better agrarian 
prospects, or the regions with higher tribal population were the regions of radical protests against 
land acquisitions, like West Bengal, Orissa and Andhra Pradesh etc. In most of other regions the 
farmers were generally demanding better compensation, rather than resisting against land 
acquisitions. These factors also provide some explanation why the movements against land 
acquisitions were weaker in Gujarat, Tamil Nadu and Karnataka. 
 
Table 13: State wise distribution of households by size of land possessed (hectares): Rural 
(percentage) 2004-05 
 

 

Note: Marginal: less than 1 Hectare; Small: 1.01-2.00ha; Semi-medium: 2-4ha; Medium: 4-10ha; Large: more than 10 
hectares 
Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  
 
If we look at the earnings per household in various land holding groups in various states then we get 
a clearer picture of the above dynamics. We may see in table 14 that per household earning of 
marginal holdings in the some states where agriculture is considered to be not so developed is 
exceptionally high in comparison to the states with developed capitalist agriculture. For example, per 
household per month earnings from marginal holdings in Jammu and Kashmir is as high as Rs 1552, 
and in Assam it is Rs 1083. Other states with higher per household per month earnings in marginal 
holdings are Kerala (Rs 734), Jharkhand (Rs 555), West Bengal (Rs.519) and Bihar (Rs 474). In other 
states we get lesser per household per month earnings in marginal holdings, for example in Andhra 
Pradesh it is Rs 243, in Chhattisgarh Rs 319, Gujarat Rs 330, Haryana Rs 373, Karnataka Rs 400, 
Madhya Pradesh Rs 273, Maharashtra Ra 440, Orissa Rs 212, Punjab Rs 307, Rajasthan Rs 198, 



Tamila Nadu Rs 281, and Uttar Pradesh Rs 389. We also observe almost same state wise trend in 
monthly earnings per household in other landholding groups. (Table 14) 
 
Table 14: Average monthly income per farmer household (Rs/month) from cultivation in various 
size classes of land holdings (hectares) 2003 

 

Source: Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized 
Sector, National Commission for Enterprises in the Unorganized Sector, Government of India 2007   
 

It is also interesting to note that the states with high landlessness may not be necessarily the states 
with higher percentage of agriculture labourers. Along with the factors of high percentage of 
landlessness and high percentage of households with marginal holdings, the nature of development 
and extent of capitalist development in agriculture also play a role in proletarianisation of rural 
workers. It is interesting to see that highest percentage of agriculture labourers is reported in both 
types of states, the under developed states like Bihar (36.6), Madhya Pradesh (38.6) and Orissa (41.5) 
and also the states with developed capitalist agriculture like Karnataka (50.8) and Maharashtra (46.9). 
Lowest percentage of agriculture labourers are reported in Hamachal Pradesh (2.5), Jammu and 
Kashmir (4.8), and Rajasthan (8.8); while the highest percentage is reported in Tamil Nadu (56.8), 
Andhra Pradesh (55.2), Karnataka (50.8), and West Bengal (49.4), with an all India average at 35.9 
percent. (Table 15)          



 

Table 15: State wise percentage of rural agriculture workforce across type of employment 

 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  
 

Again, it is worth mentioning that the scheduled castes (SC), scheduled tribes (ST) and other 
backward castes (OBC) form the majority of the agriculture labourers, and the castes other than 
these three categories are highly under represented among agriculture labourers. In some states SCs 
alone form the majority of agriculture labourers like in Haryana (72.8) and Punjab (73.4). In few 
states, the castes other than SC, ST and OBC are in high proportions in agriculture labourers, like 
Assam (48), Himachal Pradesh (40.2) and West Bengal (45.3). At all India average, 14.1 percent 
agriculture labourers come from ST, 34.1 from SC, 36.4 form OBC and 15.4 percent from other 
castes. (Table 16) 

Table 16: Percentage of rural agriculture labour households by social groups 



 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  
 
 

Informal workers in Allied Sectors 

The data on agriculture generally includes the allied sectors also. However, it is important to look the 
dynamics of some allied sectors separately. 

1. Livestock (mainly the fish workers) 

The contribution of livestock (Animal husbandry, Dairying and Fisheries) to the GDP is about 4.5% 
and the sector employs about 5.5% of the workforce.13 

                                                            
13 Agriculture, Eleventh Five Year Plan, Planning Commission, Government of India;  
http://planningcommission.nic.in/plans/planrel/fiveyr/11th/11_v3/11v3_ch1.pdf 



India has approximately 8,118 km long coast line and more than three million fish workers depend 
on fishing for their livelihood along this coastline. Additionally, there are a more than 4 million fish 
workers engaged in inland fishing on the numerous rivers that crisscross the country. The inland 
fishing sector comprises of a water-spread of about 6.87 million hectares (brackish water- 1.4 million 
hectares, reservoirs – 1.97 million hectares, tanks and ponds – 2.2 million hectares, oxbow lakes and 
derelict water – 1.3 million hectares) and 0.16 million km of rivers and canals with immense scope 
and potential for capture and culture fisheries.  In 2005-2006, the contribution from the inland 
fisheries (3.75 million tonnes) to the total fish production of the country was much higher than that 
of the marine fishers (2.81 million tonnes). The majority of workers in the harvesting of fish are 
male. These workers could be a part of the mechanized, semi-mechanised or traditional fishing 
communities. They work as self-employed, wage labour, family labour or income sharers. On the 
other hand, in fish processing, majority of the labour force is women and in several areas migrant 
women workers from Kerala. Work in a fish processing unit is broadly divided into two parts, the 
pre-processing part that involves peeling and cleaning of raw material and the second part involves 
grading and packing of the product. The pre-processing engages both daily wage workers and 
contract workers (largely migrant women). The second stage is dominated by migrant contract 
workers. The daily wage workers are employed on a piece rate basis. Women workers are also to be 
found in the sale of fish in various markets along the coast.14 

2. Forest Workers 

According to the Forest Survey of India, forests comprise almost one quarter of India’s geographical 
area, and of these 95 per cent are ‘owned’ by the state. There are around 100 million forest dwellers 
in India of which around 54 million belong to tribal communities. The Forest Rights Act, 2006 has 
recognized the rights of forest dwellers and the village councils over minor forest produce (MFP) 
and certain states have included a smaller list of forest produce under the category of MFP. 
Employment in forests takes the nature of both wage work and self-employment, though the self 
employment is more dominant and accounts for 90 percent of all works in forestry sector. It is 
estimated that around 3.8 billion person days of self-employment are generated annually through 
collection of non-timber forest produce.15 

3. Plantations 

Plantation is a part of agriculture and it directly employs more than 2 million workers in the country. 
Plantation plays a very crucial role in the export of agricultural produce. About 15 per cent of the 
total export earnings of agriculture products come from crops like tea, coffee and rubber, although 
these plantations occupy only one per cent of the total cropped area. The bulk production of tea (80 
per cent) is accounted by the corporate sector or by large estates, whereas the bulk production in 

                                                            
14 Fish Workers in India; http://wiego.org/informal_economy_law/fish-workers-india 

15 Forest Workers in India; http://wiego.org/informal_economy_law/forest-workers-india 



rubber (87 per cent) and coffee (60 per cent) comes from the small holdings.  More than 50 per cent 
of the total workers employed in the plantations are women workers.16 

About 27 per cent of the world’s tea is produced in India. India is also the world’s largest consumer 
of tea. About 22 per cent of the world’s consumption is in India. Tea Plantations are predominantly 
located in hills and interior areas of North-Eastern and Southern states of India. Assam, West 
Bengal, Tamil Nadu and Kerala are the major tea producing states. Karnataka, Tripura, Himachal 
Pradesh, Uttrakhand, Arunachal Pradesh, Manipur, Sikkim, Nagaland, Meghalaya, Mizoram, Bihar 
and Orissa are the other states where tea is also grown but to a small extent. Tea is grown from the 
plains to an elevation of nearly 2500 meters, spread over different climatic zones, which enables 
India to produce different types of tea. 17 

Some of the world’s fine varieties of coffee, namely, Arabices and Robustes are grown in India on 
high elevations in geographically unique areas like Anamalis (Tamil Nadu), Araku Valley (Andhra 
Pradesh), Nelliompathys and Wayanaad (Kerala). A wide variety of spices and fruit crops like vanilla, 
orange and banana grow alongside coffee plants. India contributes about 4.5 per cent of the world 
production of coffee and it is pre-dominantly produced in Karnataka, Kerala and Tamil Nadu. The 
share of Karnataka, Kerala and Tamil Nadu is 70.7 per cent, 21.3 per cent and 6.9 per cent 
respectively, whereas the share of other regions is about 1.0 per cent. Due to its labour intensive 
nature, it is an important source of rural employment for men and women, especially in parts of 
South India. 18 

India is the fourth largest consumer of natural rubber. 1.19 Rubber is primarily grown in the states 
of Kerala and adjoining Kanya-kumari district of Tamil Nadu, which are the traditional rubber 
growing areas of the country. Both areas are geographically and agro-climatically suitable for rubber 
cultivation. Rubber is also grown in Tripura, Assam, Meghalaya, Mizoram, etc. Rubber plantations 
are spread over 5.78 lakh hectares in 16 states of the country. The production of rubber is 
dominated by small holdings, which account for 91 per cent of the total production and 88 per cent 
of the area with an average holding size of 0.5 hectare. There are nearly 0.7 million people engaged 
in rubber plantations as workforce either directly or indirectly.19   

                                                            
16 Socio-economic  Conditions of Women Workers in Plantation Industry 2008‐09; Government of India 
Ministry of Labour & Employment  Labour Bureau Chandigarh; 
http://labourbureau.nic.in/SECOWW_Plantation_200809.pdf  

17 Socio-economic  Conditions of Women Workers in Plantation Industry 2008‐09; Government of India 
Ministry of Labour & Employment  Labour Bureau Chandigarh; 
http://labourbureau.nic.in/SECOWW_Plantation_200809.pdf   
18 Socio-economic  Conditions of Women Workers in Plantation Industry 2008‐09; Government of India 
Ministry of Labour & Employment  Labour Bureau Chandigarh; 
http://labourbureau.nic.in/SECOWW_Plantation_200809.pdf  
19 Socio-economic  Conditions of Women Workers in Plantation Industry 2008‐09; Government of India 
Ministry of Labour & Employment  Labour Bureau Chandigarh; 
http://labourbureau.nic.in/SECOWW_Plantation_200809.pdf  



Cardamom, the queen of all the spices and cultivation of cardamom is mostly concentrated in the 
ever green forest of Western Ghats in South India. Kerala, Karnataka and Tamil Nadu are the main 
producers of cardamom. These states contribute more than 90 per cent to the total production of 
cardamom in India.20  

Informalization in Non-Agriculture sector 
 
There is a rampant informalization in non-agriculture sectors also. We may see in the table 17 that 
from 1999-2000 to 2004-05, the proportion of workers engaged in agriculture and allied sectors 
changed from 59.96 percent to 56.56 percent, proportion of industry changed from 16.27 to 18.72 
percent and proportion of services changed from 23.77 to 24.72 percent. In totality, formal sector 
accounted for only about 13.73 percent of the workforce and rest of the 86.28 percent workers were 
engaged in informal sector. On the other hand, informal workers constituted about 92.31 percent of 
the work force and only about 7.69 percent workers were formal workers. In industry, there are 
about 70.25 percent workers are informal sector and in services about 72.35 percent workers are in 
informal sector. Moreover, a clear cut trend of informalization is also visible in the formal sector 
also. 21.95 percent informal workers in industry are in the formal sector and 10 percent of the 
informal workers in services are in formal sector. (Table 17& 18)  
 
Table 17: Percentage distribution of formal- informal sector workers by major economic activity 

 
Source: The Challenge of Employment in India, An Informal Economy Perspective, National 
Commission for Enterprises in the Unorganised Sector, April, 2009, www.nceus.gov.in 

Table 18: Percentage distribution of formal-informal sector workers by major economic activity 
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Source: The Challenge of Employment in India, An Informal Economy Perspective, National 
Commission for Enterprises in the Unorganised Sector, April, 2009, www.nceus.gov.in 

In non-agriculture informal sector, the self-employed constitute around 63 per cent of the 
workforce. This includes home workers, own account workers, unpaid family workers and those 
employers who employ one to nine workers. Own account workers form as high as 46.2 percent of 
the non agriculture informal sector workforce. Unpaid family workers form 14.7 percent of non 
agriculture informal sector workforce and employers employing 1-9 workers form only 1.9 percent. 
It is also interesting to note that as high as about 70 percent women workers are self employed, 
including 37.1 percent own account workers, 32.3 percent unpaid family workers and only 0.4 
percent employers. In totality out of about 110.4 million workers in informal non agriculture sector, 
68.9 million are self employed and out of them 60.7 million are independent self employed and 8.2 
million are home workers. Out of total 22.5 million women employed in informal non agriculture 
sector, there are about 16 million self employed and out of them 11.2 million are independent self 
employed and 4.8 million are home workers. (Table 19& 20) 

Table 19: Percentage of self employed workers in non-agriculture informal sector 2004-05 

 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  
 
Table 20: Workers (million) in non-agriculture informal sector by status of employment 1999-2000 



 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  
 
There are also state wise variations in proportion of self employed workers and their various 
categories in non agriculture informal sector. There are as low as 47 percent self employed workers 
in Kerala and 48 percent in Himachal Pradesh, and as high as 80.8 percent in Bihar, 73.7 percent in 
Jammu and Kashmir, 70 percent in Orissa, and 68 percent in Uttar Pradesh and West Bengal. In 
highly industrialized states like Gujarat, Maharashtra, Karnataka and Tamil Nadu their proportion is 
63 percent, 59 percent, 58 percent and 57 percent respectively. (Table 21)  
 
Table 21: Percentage of self employed workers in non-agriculture informal sector in states 2004-05 

 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  
 
It is worth mentioning here that own account enterprises form as high as 87.4 percent of all 
informal sector enterprises and engage 73.4 percent of all workers engaged in all informal sector 
enterprises. Establishments with 2-5 workers form 10.9 percent of informal sector enterprises and 
engage 19.4 percent of all workers in informal sector enterprises. The establishments with 6-9 



workers form only 1.7 percent of enterprises and engage only 7.2 percent of workers in all informal 
sector enterprises. (Table 22) 
 
Table 22: Percentage of enterprises and total workers by enterprises size 1999-2000 

 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007  

Table 23: Percentage Distribution of Informal Service Sector Enterprises 2001-02 (percent) 

 

Source: The Challenge of Employment in India, An Informal Economy Perspective, National 
Commission for Enterprises in the Unorganised Sector, April, 2009, www.nceus.gov.in 

Average fixed assets per enterprise in case of 2-9 workers is only about Rs 295013, and average gross 
value added per workers in such enterprises is only about Rs 39068 (1999-2000).21  

There are 76.5 percent of such establishments with fixed premises and permanent structure, while 
13.9 percent run in household premises, 1.9 percent with fixed temporary structure, 1.2 percent with 
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fixed premises but without structure, 1.6 percent with mobile market, 1.6 percent without fixed 
premises, and 3.2 percent run on construction sites. (Table 24)   

Table 24: Percentage of establishments (2-9 workers) by location of enterprises 1999-2000 

 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 

We have already discussed that there are only about 37 percent wage workers (67 percent self 
employed) in non agriculture informal sector. It is interesting to note that in totality in non 
agriculture sector (formal plus informal sector) about 74.1 percent of total workers are engaged 
without any formal contract. In informal non agriculture sector 95.9 percent wage workers are 
engaged without any formal contract, and in formal non-agriculture sector 53.2 percent workers are 
engaged without any formal contract. It actually reflects on the informalization of formal sector. It is 
worth mentioning that about 79 percent of informal but regular wage workers are also engaged 
without any formal contract. (Table 25)       

Table 25: Percentage share of non-agriculture workers without any formal contract 2004-05 

 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 



Manufacturing sector 
 
In manufacturing sector, only about 14.98 percent workers are engaged in formal sector and the rest 
are engaged in informal sector. It is also interesting to note that share of formal manufacturing 
sector in total manufacturing employment declined over the decades. From 1983 to 2004-05 its 
share decreased from 22.21 percent to 14.98 percent. It also reflects on the informalization of formal 
sector by transferring the formal sector jobs to informal sector. Formal sector employment is higher 
only in large scale and comparatively more capital intensive industries like Coke and refined 
petroleum products (63.74%), Basic metals (55.46), Radio, TV, and communication equipments 
(51.33), Motor vehicles, trailers etc (47.84), other transport equipments (44.99), medical, precision 
and optical instruments (39.16), rubber and plastic products (37.88) and chemical and chemical 
products (37.57). Proportion of formal sector workers is lowest in wood and products of wood and 
cork (0.98%), Furniture manufacturing (3.89) and wearing apparel, dressing and dyeing of fur (5.98). 
(Table 27) 
 
Most employment generating industries in manufacturing sector include food, beverage and tobacco 
(20.9 percent), Textile and textile product mills (15.3%), Chemicals (9.5%), Primary metals (7.4 %), 
Non metallic mineral products (6.6%), transportation equipment (6.4%), Apparel (6.2%), machinery 
(5.3 %), fabricated metal products (4.2%), Plastic and rubber products (3.6%), Electrical equipment, 
appliances and components (3.1%), Paper (2.3%), Leather and allied products (2%), and Computer 
and electronic products (1.6%). (Table 26) 
 
Table 26: Sector wise manufacturing employment in India 2005-06  

 
Source: BLS estimates made by use of Annual Survey of Industries data from the Central Statistical 
Organisation of India, as presented in ‘Labor costs in India’s organized manufacturing sector’, 
Monthly Labour Review, May 2010, US Bureau of Labour Statistics. 
http://www.bls.gov/opub/mlr/2010/05/art1full.pdf  



Table 27: Share of organized sector in total manufacturing employment 
 
Manufacturing sectors Organized manufacturing employment as a 

percentage of total manufacturing 
employment 

 
Source: The Challenge of Employment in India, An Informal Economy Perspective, National 
Commission for Enterprises in the Unorganised Sector, April, 2009, www.nceus.gov.in 

 
By matching the most employment generating industries and those industries with higher share of 
informal sectors workers, some of the industries very clearly emerge as the focus areas for 
organizing, for example, Tobaco products, textile products, food products and beverages, Wearing 
apparel, dressing and dying of fur, Leather tanning and dressing, wood and wood products, Other 
non metallic mineral products, Fabricated metal products, Furniture, manufacturing nec which 
mainly consists of gems and jewellary etc. (Table 26 & 27) 

There is no industry wise data on informalization of formal sector, however, generally it follows the 
same trend as above and we find that in the sectors with higher proportion of workers in the 
informal sector, also has higher degree of informalisation of jobs in formal sector. In large scale 
operations and technologically intensive industries it is the compulsion of technological and other 
operational factors that a significant proportion of regular workforce is still maintained.  

We have already discussed that a huge proportion of non agriculture informal sector workers are self 
employed and it applies to the manufacturing sector also. There are 21.6 million informal sector 
manufacturing workers who are self employed and out of them 67.7 percent are independent self 
employed and as high as 32.3 percent are home workers. More than half of the home workers are 
females. (Table 28) 
 



Table 28: Number (million) and percentage of self employed and home workers in non agriculture 
informal and manufacturing sector 1999-2000  

 
Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 

Table 29: Percentage of home workers in self employed by states 1999-2000 

 

Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 

Home workers emerge as a distinct category of workers in manufacturing sector and they reflect on 
the new trends in manufacturing wherein, in search of cheap labour or as a cost saving strategy, the 
assembly lines are extending up to the home workers. I real sense the home workers are actually the 
wage workers and not the self employed workers. They carry out work for remuneration in their 
own premises and not at the work place of the employer, resulting in a product or service as 
specified by the employer, irrespective of who provided the equipment, material or inputs used. It is 
reported that in the manufacturing sector in India product outsourcing from large firms to small 
firms has been on the increase; and further subcontracting from the smaller firms to home workers 



have been increasing the size of the home workers. It is interesting to note that almost 50 percent of 
the female self employed manufacturing workers are actually the home workers.22  
 
In general and across the industries, own-account enterprises dominate the manufacturing as well as 
services segments of the micro enterprise sector. In the manufacturing segment, it has grown over 
time across industries and locations. There is a relative shift in the distribution of own account 
enterprises to urban areas, although rural areas still dominate. In the case of the garment industry, 
especially a disproportionate shift towards own account production is clearly visible, which possibly 
indicates a structural shift in the organization of the industry. The household enterprises that consist 
of home workers, working on piece rates on orders placed by traders, agents or larger enterprises 
can have a variety of relationships with the market. These vary from a dependent subcontractor who 
produces for a shopkeeper, manufacturer or contractor, to an independent own account operator 
who sells directly in the market. In reality, many home based operators are neither purely 
independent nor purely dependent. For example, in garment production, there are those outworkers 
or home workers who get work orders and raw materials from a trader or contractor, perform a 
certain operation and return it to the trader/contractor to be paid by the piece. In India, between 25 
and 30 percent of enterprises in the Unorganized sector operate under contract with larger 
enterprises, i.e., under some system of subcontracting. It also appears as if this might be an 
increasing trend over time. NSSO surveys of unorganized manufacturing enterprises suggest that the 
overall incidence of subcontracting has increased, from 31 percent in 2000-01 to 32 percent in 2005-
06. The incidence is greater for urban units for all the three types of enterprises (OAMEs, 
establishments with 2-5 hired workers and those with 6-9 hired workers). Within subcontracting 
enterprises as a whole, those who were working solely for the contractors/master units and did not 
sell independently on the market consisted of 24.4 and 26.6 per cent in 2000–01 and 2005–06 
respectively. The incidence of subcontracting is much higher in West Bengal (54 per cent), followed 
by Tamil Nadu (52 per cent), Karnataka (39 per cent), UP (35 per cent) and Kerala (27%). At the 
other extremes are Himachal Pradesh, Haryana and Madhya Pradesh where the enterprises are the 
least subcontracted (less than 10 percent). Only three industry groups (tobacco products, textiles and 
wearing apparel) account for more than 70 percent of total subcontracting units. In 2000–01, nearly 
91.0 per cent and 84.0 per cent of rural and urban subcontracting units are getting raw material from 
the contractors. Similarly, 92.0 per cent and 94.0 per cent of rural and urban subcontracting units 
respectively get product specification and design from the contractor. Provisioning of ‘improved 
equipment’ by the parent company does not seem to be a common practice; the vendor has to work 
with their own machinery and equipment which, in most cases, is reflective of an outmoded 
technology. In 2005–06, nearly 16.0 per cent of rural and 14.0 per cent of urban subcontracting units 
get equipments and machineries from the contractors. Thus many of these enterprises must be 
operating under job work system. Further, the nature of work might be highly labour intensive. In 
terms of net earnings, the tiny rural enterprises, largely run by traditional and family-trained 
craftsmen or artisans, end up as mere ‘wage earners’.23 
 
It is interesting to look at the state wise concentration of industries and concentration of informal 
enterprises. It comes out as a general trend that in states with a higher concentration of enterprises, 
the categories of tobacco, food and beverages, wood products and textiles formed the bulk of 
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enterprises. Uttar Pradesh and West Bengal dominate in textiles, in both rural and urban areas. For 
wearing apparel, Andhra Pradesh, Maharashtra and Uttar Pradesh were the major contributors in 
both rural and urban areas. Tamil Nadu and West Bengal also contributed relatively better share in 
urban areas. In rural areas, West Bengal’s relative contribution to the production of tobacco product 
was the highest (29 percent). However, in urban areas, Madhya Pradesh (21.5 percent), Tamil Nadu 
(21.3 percent), Karnataka (17.0 percent) and Andhra Pradesh (16.0 percent) were the major 
contributors of tobacco products. In the production of food and beverages, Uttar Pradesh, West 
Bengal and Orissa had a higher share in rural areas while Uttar Pradesh and Maharashtra led in 
urban areas. For wood products, West Bengal and Orissa were the largest producers in rural areas 
(18.7 and 16.3 percent respectively). However, in urban areas, Uttar Pradesh and Andhra Pradesh 
had the largest shares (14.8 and 12.2 percent respectively). (Table 30) 
 
Gujarat and Rajasthan dominate in gems and jewellery and Punjab dominates in sports goods 
manufacturing. These industries are linked to international value chains and substantial presence of 
micro enterprises in these industries points to a possible link between these enterprises and global 
value chains. 
 
Table 30: Percentage share of enterprises in selected manufacturing industries by state 2005-06 

Source: The Challenge of Employment in India, An Informal Economy Perspective, National 
Commission for Enterprises in the Unorganised Sector, April, 2009, www.nceus.gov.in 



 

There are about 2091 tanneries in India of which 1831 are operational and about 38% of these are 
located in Tamil Nadu. West Bengal and UP are the two other major tanning centres. Roughly 100 
tanning units are said to be in the medium to large-scale category. A large majority of the tanneries 
are small scale enterprises. Moreover, there are about 8 lakh persons or roughly 1/3rd of the 
aggregate workforce in the leather sector as a whole are engaged in related primary activities i.e., the 
management of dead animals, flaying , collection of hides and skins and preservation. 
 
The handloom weaving of cloth still continues to be the main source of livelihood of a large number 
of families across the country. More than 2.5 million workers are engaged in this sector (according 
to a census conducted in 1995-96), particularly in Uttar Pradesh, Andhra Pradesh, Maharashtra, 
West Bengal and Tamilnadu etc. Much of the handloom industry is home-based.24 
 
It is also interesting to note that many industries are concentrated in some well known clusters in 
various states. Some of these clusters are so big that they produce up to 70 to 80 per cent of the 
total volume of that particular product produced in India; for example, Panipat in Haryana town 
produces 75 per cent of the total blankets produced in the country, Tiruppur town (a dense network 
of over 5000 firms specializing in different stages of garment production ) in Tamil Nadu produces 
80 per cent of the country’s cotton hosiery exports, Agra city in Uttar Pradesh has 800 registered 
and 6,000 unregistered small and cottage footwear production units, caters to both the domestic and 
international markets, Ludhiana in Punjab produces 95% of the country’s woolen knitwear, 85 per 
cent of the country’s sewing machines and 60 per cent of the nation’s bicycle and bicycle parts. The 
cities of India like Bhilwara, Bhiwandi, Joshpur, Jetpur, Mysore, Palli, Panipat, Sanganer and 
Sambhalpur prominently figure in clusters of textile products. Karur, and Bhavani and 
Kumrapalayam in Tamil Nadu are again major centres of production of home furnishings and 
carpets, both for the domestic and the global markets. Alappuzha in Kerala has a long and strong 
presence in coir and coir products. Recently a new and modern coir cluster has emerged in Pollachi 
in Tamil Nadu. Ahmedabad, Bangalore, Delhi and Mumbai have a strong presence in ready-made 
garments. Surat (Gujarat), Jaipur (Rajasthan) and Tiruchirappalli (Tamil Nadu) have clusters of gems 
and jewellery mainly for exports. Leather and leather products are concentrated in Agra UP), 
Chennai (Tamil Nadu), Howrah (West Bengal) and Kanpur (UP). A number of handicraft clusters 
are scattered in many parts of the country. There are also many agro-processing and agro-industry 
clusters in many parts of the country such as those based on spices, bamboo, rubber and fruits. 
There are also the clusters of more capital industries like auto and electronics. Auto production is 
clustered in major industrial centers like Chennai, Pune, Hosur/Bangalore, Noida, Gurgaon and 
Coimbatore. Component production is also undertaken in Ludhiana, Jullandhar and Jamshedpur. 
During the period 2001-2 to 2006-7, the Indian component industry grew at an annual compound 
growth rate of 20.32 per cent, with exports growing 23.56 per cent. Electronics clusters are mainly 
located in NCR region of Delhi, Tamilnadu and Andhra Pradesh. Micro and small enterprises have a 
strong presence in many of the clusters especially in textiles, ready-made garments, coir and coir 
products, gems and jewellery, leather and leather products.25  
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Non Manufacturing Sectors 
 
Non agriculture and non-manufacturing sector is highly dominated by the informal sector, except 
the extracting sector where formal sector has a greater share.  
 
At all India average mining, electricity and public administration has only 8.3 percent informal 
workers. In education informal workers are 26.9 percent and in health and social work etc they are 
44.2 percent. In all other sectors we find that informal workers form a huge majority of the 
workforce. In Manufacturing informal workers form 71.2 percent of workforce. They form 75.6 
percent workforce in construction, 95.5 percent in trade etc, 86.7 percent in hotel and restaurants, 
75.9 percent in transport etc, 52.7 percent in finance, real estate and business services etc, 88.2 
percent in other services, and 98.7 percent in private households. (Table 31) 
 
Gross value added (GVA) by trade (Rs. 318753crore) is highest among all industrial sectors followed 
by real estate, renting and business services (Rs. 155620 crore) and Manufacturing (Rs 123859 crore), 
transport and storage (Rs. 111220 crores) and construction (Rs 86024 crore). GVA in all other 
sectors is less than Rs 40000 crores. Interestingly After construction, the highest GVA is in other 
community, social and personal services (Rs. 38860 crores), followed by hotel and restaurants (Rs. 
20211 crores), Banking finance and insurance (Rs. 15588 crores), mining (Rs. 15204 crores), 
education (Rs. 13145 crores) and health and social work (Rs 12323 crores). (Table 31) 
 
It is interesting to note that share of informal sector GVA to total GVA is highest in private 
household and extra territorial organization (95.29%), followed by trade (75.08%), other community 
social and personal services (69.44%), real estate, renting and business services (63%), Hotel and 
restaurants (50.80%), construction (46.33%), and transport and storage (44.45%). In manufacturing 
the share of informal sector in total GVA is about 27 percent and in mining it is 18 percent.  The 
informalisation is least in public administration and defence, electricity, gas and water, and banking 
finance and insurance, and therefore the share of informal sector in total GVA in these sectors is 
lowest. (Table 31)   

Table 31: GVA Contribution of Non-agriculture Informal Sector by Industry in 2004-05 

 

Source: The Challenge of Employment in India, An Informal Economy Perspective, National 
Commission for Enterprises in the Unorganised Sector, April, 2009, www.nceus.gov.in 



Table 32: Unorganized workers in all non-agricultural workers in industry groups in states 2004-05 

 
 
Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 
 
In non-agriculture and non-manufacturing sectors, huge majority of workforce is engaged in only 
few sectors including construction, trade, mining, and transport sectors; and so also the 
concentration of non-agriculture non-manufacturing informal workers is in these sectors. 22.7 
percent informal sector non-agriculture male workers and 48.2 percent female workers are engaged 



in manufacturing, 32.7 percent informal sector non-agriculture male workers and 15.8 percent 
female workers in the sector are engaged in trade and repair etc. It is interesting to note that 39.4 
percent of male informal workers in formal sector and 37 percent of female informal workers formal 
sector are engaged in manufacturing, and 23.4 percent informal male workers and 16.7 percent 
female informal workers in formal sector are engaged in construction. (Fig 1)   
 
We have already discussed that self employed workers dominate in non agriculture sector also; 
however their proportion may vary from sectors to sectors. Non-agriculture self employed workers 
are mainly concentrated in manufacturing and trade. While women self-employed workers are 
concentrated overwhelmingly in manufacturing (60 percent), men are predominantly in trade (42 
percent). About 21 percent of women self employed workers are in trade. (Table 33, Fig 1&2) 
 
Figure 1: Distribution of non-agriculture workers across industrial categories 2004-05  

 
Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 
 
Fig 2: Percentage of Unorganized Non-agricultural Workers across Industry Groups 2004-05 

 
Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 
 



Table 33: Unorganized non-agriculture self employed female workers across industries 2004-05 

 
Source: The Report on Conditions of Work and Promotion of Livelihoods in Unorganized Sector, 
National Commission for Enterprises in the Unorganized Sector, Government of India 2007 
 
 
Mine workers  
 
India produces as many as 87 minerals including 4 fuels, 10 metallic, 47 non-metallic, 3 atomic and 
23 minor minerals including building and other materials. Over 80,000 mines are reported to be 
operating illegally as against nearly 10,000 legitimate leases.26 Only a third of the legal mines actually 
report to the Indian Bureau of Mines, the regulator. It shows the intensity of informalization in 
mining industry.  
 
According to government data there are more than 2.6 million workers engaged in mining industries 
and out of which about 0.88 million (33.74 percent workers are in informal sector. The proportion 
of informal workers shows a decreasing trend from 1999-2000 to 2004-05, probably because of large 
number of large scale mining leases granted to Indian and foreign corporate after the liberalization. 
(Table 34). Directorate General of Mines Safety, Ministry of Labour and Employment reports 
374000 coal mine workers and 188644 non-coal mine workers. These figures mainly represent the 
recorded formal workers. 
 
However, in the face of about 80000 mines operating illegally, the above data seems highly 
underestimated. Informal workers in the illegal mines, particularly in stone quarries etc may be alone 
more than 2 million. It is interesting to note that Indian National Mineworkers’ Federation that is 
affiliated to INTUC claims that it has a membership of 340000. Other four national federations 
(affiliated with AITUC, CITU, HMS, and BMS) may also have more than 100000-200000 members, 
and this alone gives a figure of about one million. It also reflects on underestimation of the data on 
mining workers. 
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Majority of the workers in informal mining sector are scheduled castes, scheduled tribes and other 
backward castes. Women comprise only about 4% of entire labour force in the mining sector in 
India, however, their percentage may be higher in informal mining sector. The mining sector is 
dominated by migrant workers. 
 
Table 34: Number of informal sector workers, percentage share of informal sector workers to total 
workers and average annual growth rate by industry group between 1999-2000 and 2004-05  
 

 

 
Source: Ajaya Kumar Naik, Informal Sector and Informal Workers in India, 2009; 
http://www.iariw.org  
 

Construction Workers 
 
India recorded the highest construction spend growth from 2005, driven by growing number of 
infrastructure projects and a booming real estate sector. According to IHS Global Insight, US$175 
billion was spent on construction in India in 2007 after growing 156% since 2000. US$140 billion 
(out of US$175 billion) was spent on nonresidential, and the remaining US$35 billion was spent on 
residential construction. It is projected that the construction spending may increase up to US$370 
billion by the end of 2013, with US$63 billion residential and US$307 billion nonresidential 
spending, recording an overall compound annual growth rate (CAGR) of 13.3%.27 The Planning 
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Commission of India in its 11th Economic Plan 2007-12, has allocated $500bn as investment outlay 
for development of infrastructure projects.28  

The construction industry can be broadly divided in two segments: organized and unorganized. The 
organized segment is constituted by comparatively larger firms and contractors who are 
professionally well organized, financially sound and capable of managing big projects, with complex 
logistics, management of larger workforce, machinery, and materials. The unorganized segment is 
constituted by standalone smaller contractors that operate at a small scale.  Smaller firms and small 
contractors in the unorganized segment are mainly focused on simple construction projects-building 
houses for individuals, repair, and maintenance for smaller buildings. Moreover, large number of 
smaller firms and small contractors work as subcontractors of the larger firms and larger contractors. 

Table 35: Composition of the construction industry in India 

Organized Industry Segment 
 

Number of 
Employees 
 

Number of 
Firms 

Small Less than 200 25,000-30,000 
  

Medium 200-500 Greater than 500 
 

Large Greater than 500 250 
 

Unorganized Industry Segment 
(Standalone contractors)  

 120,000  

Source: Construction Federation of India "Gearing Construction for Growth, January 2005 as 
quoted in Importance of infrastructure construction in India; 
http://www.ihsglobalinsight.com/gcpath/India_Construction_1-7.pdf  

Only about 0.4% of about 250,000 contractors in India can be classed as medium to large firms 
(based on the number of people employed per firm). It is also interesting to note that many of the 
medium and large construction firms are still family owned and lack professional management and 
work culture.29  

The centralization in the construction industry is very much visible and only few hundred large firms 
control a major part of construction business. About 87 key players in construction industry account 
for nearly one third share, while the rest is distributed amongst the 25,000 plus smaller players.30 
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Side by side, there is a huge growth in number of small and medium contractors also, particularly 
because of the nature of construction business, wherein generally the big firms or big contractors 
manage the work in totality but the execution of work in all areas is done by large number of 
subcontractors working with them for particular projects.  

Subcontracting is a dominant practice in the construction industry. Production processes in 
construction are divided into a number of discrete activities which require specialized labour and 
therefore in technical and economic terms it is preferred to subcontract these tasks to independent, 
specialized firms/contractors. But in the current phase of boom in construction industry, 
subcontracting has got a renewed importance. This is emerging as a general practice and not only 
restricted to specialized tasks.  

Actually, there has been a dramatic change in the structure of the construction industry in the past 
three decades and a new structure of construction industry has emerged with a process of 
concentration at the top and fragmentation at the bottom. At the top there are small numbers of 
larger enterprises which actually control the major share of construction industry, but they are 
increasingly removed from the construction sites and they do not directly execute the projects and 
therefore do not directly engage the construction workers. They maintain a comparatively stable 
core workforce of mainly of white-collar workers. They engage large number of subcontractors to 
execute the work, who in turn engage large number of labour contractors who actually engage the 
labour for various construction activities and execute the various tasks in supervision of 
subcontractors. The structure of this outsourcing provides unlimited opportunities for flexible use 
of labour and profit maximization. The contractors and firms can always get the required number of 
workers for required periods, depending upon fluctuating labour requirements. 

Additional advantage of outsourcing or engaging workers through sub contractors is that the 
responsibility of supervising the labour process also automatically goes to the sub contractors. In 
construction industry where the work sites are dispersed, supervision of labour process is difficult 
and also costly i.e. needs more manpower. Therefore outsourcing or engaging labour through 
subcontractors is profitable for contractors both in terms of flexible use of labour and saving 
supervision costs.  

The construction sector is considered to be the second largest employer of the workforce in India 
after agriculture. The growth in construction industry is also reflected in growth in employment in 
construction industry. The construction sector has increased its share of India's total employment 
from 2.8% in 1983 to 5.4% in 2003-04. The trend continued later also.31 The government data on 
construction workers is highly under estimated. According to government data there are in total 
around 27 million construction workers and out of which around 20 million (75 percent) are in 
informal sector (Table 34). However, according to some estimates currently the construction 
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industry provides employment to about 40 million workers in India, and actually more than 90 
percent are informal workers.32  

Construction workforce is almost completely represented by the migrant labour force coming 
mainly from the poor states and backward regions of the country.  

The economic development in India is very much uneven and it is concentrated in national capital 
region, i.e. Delhi, Haryana and Punjab, or some of the prosperous coastal regions, particularly of 
Maharashtra, Gujarat, and Tamilnadu. Therefore, there is a clear cut divide between the regions that 
emerge mainly as source of migrant workers and the regions that are mainly the destinations of 
migrant workers. Tribal belts and vast backward rural areas of Bihar, Eastern UP, West Bengal and 
western Orissa and southern Madhya Pradesh, southern Rajasthan, Jharkhand, Chhattishgarh and 
some parts of Andhra Pradesh are the main sources of the migrant workers. Delhi, Gujarat and 
Maharashtra remain as top destinations for inter-state migrant labour. This is a trend in interstate 
migration. But there are also large scale inter-district migrations. The development almost all over 
India is taking place in some pockets, mainly in and around few metropolitan cities of different 
states. In poor states also few metropolitan cities are emerging at the cost of vast undeveloped 
backward regions. Therefore, these metropolitan cities are also destinations of inter-district 
migrations with in the same states. 

Migrant workers are the backbone of many industries like construction, textiles, small industries, 
brick-making, stone quarries, mines, fish and prawn processing and hospitality services. Here also, it 
is possible to broadly map which industry is getting majority of its migrant workforce from which 
areas. But, let us concentrate on construction industry only. The first characteristic feature of 
workforce in construction industry is that they are required to possess strong muscles and capacity 
and compulsion to work continuously for exceptionally longer hours. Almost 80 percent of the 
construction operations (excavations, earthmoving, moving of construction materials, mixing and 
pouring of concrete etc) are done by workers who require no skills but only capacity to do 
continuous hard work. Construction work is considered to be the down graded work and therefore, 
generally only those possessing no relevant skills join the construction labour force. These migrant 
workers come from poor families and where prospects for improving living standards are 
constrained by their inferior social and economic status, i.e., Scheduled Castes, Scheduled Tribes and 
Other Backward Castes are heavily represented in construction workforce. Huge majority of them 
are illiterates and generally enter in the construction industry after loosing hope in their traditional 
occupations like agriculture, forest work etc. or destruction of their primary livelihoods.  
 

Street vendors 

An important segment of the self-employed workers are the street vendors/hawkers in India who 
deal with petty trade. There are more than 34 million informal sector workers in trade including 
more than 10 million street vendors across India. There are about 200000 street vendors in Mumbai, 
150000 in Kolkatta, 100000 in Ahmedabad, 80000 in Patna, 30000 in Banglore, 30000 in 
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Bhuvneshwar, and 7000 in Imphal etc.  The share of women street vendors is the highest in Imphal. 
The SCs and other backward castes dominate the trade. Approximately 25-30 percent of the street 
vendors in the cities are illiterates and another 20-24 percent has only primary education.  

Domestic Workers 

There are around 1.5 million workers engaged in household services and more than 98 percent of 
them are in informal sector (Table 34). Huge majority of this sector is dominated by female workers. 
About 23.8 percent of informal sector non-agriculture female workers and 41.5 percent of formal 
sector non agriculture female workers are engaged in other services that mainly constitutes 
household services. In this sector also, scheduled caste, scheduled tribe and other backward caste 
women form a huge majority. 

Transport workers  
 
One of the most neglected and vulnerable segments of transport workers particularly the riksha 
pullars etc. There are around 13 million transport workers in India and out of them about 10 million 
are in informal sector.  
 

Challenges of Organizing Workers for transforming Informal Sector 
 
Current phase of globalization came with a new dynamics of informalization. On the one hand, 
establishing the free play of capital’s logic it has accelerated the destruction of some of the informal 
sectors, like handloom, traditional pottery, traditional utensils, traditional carpentry, traditional 
charcoal makers, traditional saltpan workers, traditional iron implements, traditional shoe makers, 
traditional oil business, traditional toy making, and many micro and small scale industries in various 
sectors etc. The list is extensive. In this paper this aspect is not discussed, but it is well studied and 
well documented. The people in the labour movement have observed these things happening at 
large scale particularly in 1990s and thereafter. On the other hand, according to the requirements of 
the new profit maximizing strategies in new international division of labour and post-fordist models 
of production, new sections of informal workers and new informal sectors are created or some 
existing ones are expanded in such a way that they are completely dependent and linked with the 
global value chains. In general we observe the following dominant trends: 

1. Those autonomous traditional sectors producing directly for market are being destroyed and 
those traditional/informal sectors with a scope for assimilating in the global value chain of 
transnational corporations are being expanded or recreated 

2. Informalisation of jobs in general including the formal sector jobs and transfer of the jobs 
from formal to informal sectors.  

3. With increasing unemployment problems very low paying, precarious informal sectors 
occupations keep on expanding. These are not the occupations of choice, but as a means of 
struggle for survival 

The cumulative effect of all these factors is in totality leading to the expansion of the informal sector 
and expanding the reserve army of labour. The majority of workers in the left out traditional sectors 
mainly in the traditional self employed sectors are passing through a phase when they are struggling 
for their survival and actually are being converted in the reserve army of labour. And those self 
employed workers who are directly linked and made completely dependent on the global value 



chains are facing such a nature of exploitation that is compelling them for suicides. The reserve army 
of unemployed labour in the cities that is compelled to continuously move from here to there in 
hunt for jobs is only experiencing a freedom to die of hunger. 
 
It is in this context the transformation of informal sector become an urgent and necessary task. It is 
clear from the above that the strategy of the state and the capital for transforming the informal 
sector is a strategy of exclusion, i.e., it largely relies on accelerating the capital accumulation and 
thereby actually dispossessing the informal sector workers; in other words, expansion of formal 
sector industries and destruction of informal sector occupations, and supposing that informal sector 
workers may be absorbed in formal sector. More over, in the new profit maximizing strategies in 
new international division of labour, the capital rather than transforming the informal sector, 
actually needs to maintain the informal sectors to fulfill two objectives of cost saving, one, self 
employed sectors/workers working as low cost labour at the lowest end of the value chains, and 
two, maintaining self employed sectors to maintain a huge reserve army of labour. 
 
This attitude of the capital and the state towards transforming the informal sector is clearly visible in 
various new state policies. It is interesting to note that the whole discourse on informal sector has 
changed in the phase of globalization. Now there is no talk of transforming the informal sector for 
better. On the one hand, the policies that are leading to destruction of livelihoods of informal sector 
workers are justified in the name of attracting foreign investment, compulsion of following WTO 
norms etc for promoting economic development, and on the other hand, by implementing some 
welfare policies the state is actually trying to maintain some sectors of informal workers at a bare 
minimum level of survival to serve as reserve army of labour.33  
 
Such exclusionary strategies of transformation of informal sector that amounts to absorption of 
informal sector in formal sector, or expansion of formal sector by destroying the informal sector are 
in essence anti-people and anti-labour. Moreover, in a country like India with such a huge 
population and such a huge informal sector such strategies may only lead to drastically increasing 
problems of unemployment, poverty and inequality, and may never be able to transform the 
informal sector.  
     
The working class movement advocated for inclusive strategies for transformation of informal 
sector. The left political parties and organizations built strong movements for demand of land 
reforms to increase the average size of land holdings and to provide land as a source of livelihood 
for landless workers. Trade unions and the left advocated for transforming the informal sector by 
way of regulating the working conditions and labour relations in all economic units including the 
small ones. Some significant achievements were made by these movements. However, in the current 
phase of globalization all these movements were compelled to go on defensive and actually lost the 
ground. On the other hand, the reformist social and political forces worked for transformation of 
informal sector by forming cooperatives of the informal workers to make their skills and their 
products competitive and to transform them in economies of scale. 
 
It is ironical that in the Indian working class movement we find that the above two strategies of 
transforming the informal sector were considered to be opposed to each other. One section of the 
movement focused mainly on transforming the informal sector by way of regulating the working 
conditions and labour relations in all economic units, and  therefore other aspects of transforming 
                                                            
33 Also as a measure to contain any wider level of unrests, that is always a threat in such conditions.  



the economic, social and political life and work were ignored, as in case of trade unions, and the 
other section focused mainly on building economic cooperatives and ignoring the collective 
bargaining and therefore resulting in building hierarchical business organizations, rather than 
people’s organizations, as in case of strategy of SEWA etc.  
 
Here it is important to emphasize that organizing the workers is in itself nothing other than 
transforming the economic, social and political life of the workers, transforming the their 
consciousness, transforming them from an aggrieved isolated individual in to a collective force with 
common hopes and common despairs, and transforming their working and living conditions. 
Therefore the organizing means changing the status quo, changing their economic, social and 
political life to better and more developed forms of economic, social and political life. The 
organizing also means reducing control of capital over labour by way of creating space for 
alternative way of living and working. If these aspects are not inbuilt in the organizing strategies, 
then the organizing becomes only a struggle for survival while maintaining the status quo.  
 
In the informal sector in India, both in agriculture and non agriculture, self employed and home 
workers form a huge majority. Huge majority of informal sector workers come from the socially 
excluded sections of workers like scheduled caste, scheduled tribe and other backward castes. 
Moreover, huge proportions of women workers are concentrated in this sector. 
 
If we look at the problems of organizing the informal sector workers following issues needs to be 
addressed in a way that some solutions to these problems are inbuilt in the organizing strategies: a) 
Crisis facing the self employed workers including rising cost of inputs, lack of skills etc, b) Low 
incomes and rising cost of living, c) Downward pressure on wages due to expanding reserve army of 
labour, d) Informalisation of jobs, e) highly scattered workforce in various industries extending from 
main factories to home workers, d) Increasing control of capital over all aspects of the life of 
workers etc. e) the issues of social exclusion, f) issues of gender equality   
 
Therefore for organizing the informal workers and for increasing their collective bargaining power, 
following aspects need to be inbuilt in the organizing strategies: 

a) In the wage sector (including the home workers working on piece rate wages) the effective 
strategy for transforming the informal sectors can be organizing industry unions and 
practicing Industry wide collective bargaining to set up industry wide standards for wages 
and working conditions.  

b) In self employed sector (may also apply to home based piece rated workers), an increasing 
focus on exploring and practicing such organizing strategies that may help in inclusive 
transformation of informal sectors in such a way that increases the sustainability of their 
livelihoods and sustainability of their organizations. The organizational strategies that 
provide a space for a combination of strategies of collective bargaining and co-
operativization may prove most effective 

c) Focus on organizing strategies and organizational forms that ensure proportional 
representation of socially excluded sections, and women in the leadership at all levels of 
organization, and also that insures the incorporation of special issues of these sections of 
workers at each level of organizational activities and in the charter of demands at each levels 
of collective bargaining 

 
As for as crisis of the informal self employed producers is concerned, one common problem is that 
their economies are very small and that is responsible for un-sustainability of their livelihoods due to 



unbearably higher input costs, less access to market, lesser power of collective bargaining both for 
their products and also for getting credit etc. In such a situation, are there any possibilities that 
collective power built by their organizations can in any way reduce the input costs, provide them 
better collective bargaining power? Are there any possibilities that their collective power developed 
by their organization may provide space wherein their small economies can work as larger 
economies, even when maintaining the independence of individual producers? Are there possibilities 
that their collectivity may also help them in enhancing their skills?  
 
Are there any possibilities that collective power built by their organizations can in any way reduce 
the cost of living? Are there any possibilities that collective power built by their organizations can 
create alternative social, economic and political life that reduces the control of capital over most 
aspects of the life of workers? 
 
It seems that promoting cooperative way of working and living can be one of the strategies that can 
to some extents address these issues. It is not only true for self employed producers but also to all 
sections of workers including the wage workers. Cooperative way of working may be important to 
only self employed workers but cooperative way of living may be important to all sections of 
workers. The collective strength built by such organizing strategies may also increase the collective 
bargaining power of the workers for building pressure on the state to implement policies for their 
benefit. In case of self employed producers this will certainly help in making their livelihoods more 
sustainable and the only those organizing strategies that help in making their livelihoods sustainable, 
may be able to build their sustainable organizations.  
 
It is but natural that if the livelihoods of the self employed producers is more sustainable, they will 
no longer remain in the reserve army of labour, and therefore actually it will have an overall impact 
in terms of reducing the reserve army of labour and thereby not only reducing the downward 
pressure on wages but in increasing the collective bargaining power of labour in general. 
  
In wage sector, it is a general problem that informal workers are scattered and organizing them in 
shop floor unions is difficult due to lesser strength of workers in majority of factories on the one 
hand and informalization of jobs on the other. As for as formal sector is concerned, where a 
significant proportion of formal workers are still maintained, the labour movement for last one 
decade has already put forward the strategy for challenging the informalisation. In these labour 
movements workers have powerfully put forward a slogan to end the system of contract/agency 
workers. In all these movements, contract/casual workers came together with regular workers in the 
struggle for formation of trade unions or recognition of trade unions. Only by formation of trade 
unions the job security and formal status to workers are insured, by way of compelling the 
employers for collective bargaining. 
 
However, in the same industries, there are huge numbers of workers engaged in informal sector 
enterprises and as home workers. For these sections of workers it is almost next to impossible to 
farm their trade unions and compel the employers for collective bargaining. It seems that only a 
strategy focusing on organizing industry unions of workers and industry level collective bargaining 
may provide an answer to this problem. Is it possible that all industry workers extending from main 
factories to home based workers can be united in one industry union and a movement for a 
collective bargaining at industry level can be built that may include setting the industry standard for 
wage system and working conditions? It may not be alternative to the shop floor collective 
bargaining but rather complementary to it and may actually strengthen it. 



 
There are still long pending issues of labour movement like a legislations for agriculture wage 
workers. Hope that revival of the labour movement in agriculture may be able to revive the 
movement for this legislation also.  
 
It is interesting to note that 1990 onwards, we observe larger initiatives in the form of broader 
platforms of informal workers organizations like National Center for Labour (NCL), National Fish 
Workers Forum (emerged in 1970s but expanded and become more vibrant after 1990), National 
Forum of Forest People and Forest Workers (NFFPFW), Mine Labour Protection Campaign 
(MLPC) etc and a new phase of organizing informal workers started. Moreover, after 
implementation of Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA) 
2005 and The Building and Other Construction Workers Act, 1996, organizing activities for rural 
workers and construction workers were accelerated.  

However, it is a general case that huge majority of informal sector workers are still unorganized and 
it is also a general case that existing organizations of informal sector workers are continuously facing 
a challenge in various ways for sustaining themselves. It is in this context that exploring and 
developing effective strategies to organize the informal sector workers and to build sustainable 
organizations is timely and necessary task. 
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