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A Study on the Prospects and Problems of

Unorganised Sector in India

ANURAG SAHOO!

ABSTRACT
The condition of unorganized sector labourers in India is closely tied to labor law. Despite

the existence of various laws and regulations aimed at protecting workers' rights, labourers
in the unorganized sector often do not receive these protections. Many unorganized sector
workers are not covered by labor laws, as the laws are limited to the formal sector, leaving
unorganized sector workers vulnerable to exploitation.

Furthermore, labor laws in India are often poorly enforced, particularly in the unorganized
sector, where workers may not be aware of their rights or have the resources to assert them.
The lack of enforcement of labor laws, combined with the informal nature of the
unorganized sector, makes it difficult for workers to organize and advocate for their rights.
Overall, the condition of unorganized sector labourers in India remains challenging, with
labor law playing a significant role in shaping their experiences. To improve the situation
for these workers, there is a need for greater awareness of labor laws among unorganized
sector workers, improved enforcement mechanisms, and a broader expansion of labor
protections to cover all workers, regardless of their employment status.

Keywords: unorganized sector, formal sector, labor laws, labor protections, New labor
code 2018.

I. INTRODUCTION

Unorganized labor refers to workers who are not covered by labor laws and regulations in India.
These workers typically work in the informal sector, which includes small and medium-sized
enterprises, home-based work, and casual or temporary employment. They do not have formal
employment contracts, job security, or access to social security benefits such as health care,
pension, or insurance. They may also work in unsafe and exploitative conditions, with low
wages and no job security. The unorganized labor force in India is significant, accounting for

more than 80% of the total workforce in the country.

The unorganized labor sector plays a crucial role in the Indian economy. Here are some of the

reasons why:

! Author is a student at KIIT University, India.
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Employment generation: Unorganized labor accounts for more than 80% of the total
workforce in India. These workers are employed in a wide range of sectors, including
agriculture, construction, manufacturing, and services. As such, the sector is a major

source of employment in the country.

Contribution to GDP: The unorganized labor sector also makes a significant
contribution to India's GDP. According to some estimates, the sector accounts for
around 50% of the country's GDP. This is due to the large number of workers employed
in the sector, as well as the fact that many of these workers are engaged in low-cost and

labor-intensive activities.

Flexibility and adaptability: Unorganized labor is also known for its flexibility and
adaptability. Many workers in the sector are self-employed or work on a freelance basis,
which allows them to respond quickly to changing market conditions. This has made the
sector an important part of India's informal economy, which is known for its resilience

in the face of economic shocks.

Support for other sectors: The unorganized labor sector also provides support to other
sectors of the economy. For example, workers in the sector may provide services such
as transportation, catering, and cleaning to other businesses, which allows those

businesses to focus on their core activities.

Overall, the unorganized labor sector is a vital part of the Indian economy, providing

employment, supporting other sectors, and making a significant contribution to the country's

GDP.

Labour legislation in India refers to the laws and regulations that govern the employment of

workers in the country. Here is an overview of the key labor laws in India:

Minimum Wages Act, 1948: This act sets the minimum wages that employers are
required to pay to their workers. The act also provides for the establishment of

committees to review and revise the minimum wages periodically.

Factories Act, 1948: This act regulates the working conditions in factories, including
the health, safety, and welfare of workers. The act provides for provisions such as

working hours, leave entitlements, and provisions for women and young workers.

Industrial Disputes Act, 1947: This act provides for the resolution of industrial
disputes between employers and workers. The act also provides for the establishment of

industrial tribunals and labor courts to adjudicate on disputes.
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Employees’ Provident Funds and Miscellaneous Provisions Act, 1952: This act
establishes a scheme for the payment of provident fund, pension, and insurance benefits

to employees.

Trade Unions Act, 1926: This act provides for the formation and registration of trade

unions, as well as the rights and privileges of trade unions.

Contract Labour (Regulation and Abolition) Act, 1970: This act regulates the
employment of contract labor in certain industries, and provides for the abolition of

contract labor in certain circumstances.

Maternity Benefit Act, 1961: This act provides for maternity benefits to women

workers, including paid leave and medical benefits.

There are many other labor laws and regulations in India, including laws related to child
labor, equal pay, and social security. While these laws provide important protections for
workers, there are challenges in enforcing them, particularly in the informal sector

where many workers are employed.

Il. UNORGANISED LABOUR IN INDIA

(A) Size and composition of unorganised labour in India

The size and composition of unorganized labor in India is significant. Here are some key

statistics:

Size: According to the National Sample Survey (NSS) of 2011-12, the unorganized
sector accounted for around 82% of total employment in India. This includes both self-

employed and wage workers.

Composition: The unorganized labor force in India is diverse and includes workers
from a range of sectors, including agriculture, construction, manufacturing, and
services. Many of these workers are engaged in low-paid and informal work, and are

often excluded from social security benefits such as health care, pension, or insurance.

Regional distribution: Unorganized labor is more prevalent in certain regions of India
than others. For example, the states of Uttar Pradesh, West Bengal, and Bihar have

higher proportions of unorganized workers compared to other states.

Gender distribution: Women are overrepresented in the unorganized labor force in
India, accounting for around 95 million of the total unorganized workers. Women are

particularly concentrated in sectors such as agriculture, construction, and domestic
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Age distribution: Unorganized labor is also prevalent among young workers in India.
According to the NSS, around 37% of workers in the unorganized sector are aged
between 15 and 29 years.

Overall, the size and composition of the unorganized labor force in India highlights the

importance of addressing the challenges faced by these workers, including low wages, lack of

social security, and poor working conditions.

Key factors where unorganised labours are concentrated.

Agriculture: The agricultural sector employs a large number of unorganized workers,
including farmers, agricultural laborers, and other workers involved in farming activities

such as harvesting, sowing, and irrigation.

Construction: The construction sector is another major employer of unorganized labor
in India. Workers in this sector include masons, carpenters, electricians, plumbers, and

other tradespeople.

Manufacturing: The manufacturing sector in India also employs a significant number
of unorganized workers, particularly in small and medium-sized enterprises. Workers in
this sector may be involved in activities such as textiles, leather, food processing, and

other manufacturing activities.

Services: The services sector in India also employs a large number of unorganized
workers, including domestic workers, street vendors, rickshaw pullers, and other service

providers.

Informal sector: Many unorganized workers in India are engaged in the informal
sector, which includes activities such as small-scale trading, home-based work, and

other informal activities.

These sectors are often characterized by low wages, poor working conditions, and lack of social

security benefits. As a result, workers in these sectors are vulnerable to exploitation and face

significant challenges in accessing basic rights and protections.

(B) Characteristics of unorganised labours

Unorganized workers in India face a range of challenges and issues, some of which include:

Lack of social security: Most unorganized workers in India do not have access to social

security schemes such as health insurance, pension, and maternity benefits.
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ii.  Low wages: Many unorganized workers are paid very low wages, and their income is
not consistent, which makes it difficult for them to plan their expenses and save for

emergencies.

iii.  Unsafe working conditions: Unorganized workers often work in hazardous conditions,
without proper safety equipment or protective gear. This can lead to work-related

accidents and injuries.

iv.  Exploitation: Unorganized workers are vulnerable to exploitation by employers who
may not pay them fair wages or provide them with decent working conditions.

v.  Lack of job security: Unorganized workers are usually employed on a temporary or

contract basis, with no job security or benefits.

vi.  Discrimination: Unorganized workers, particularly women and marginalized groups,

face discrimination in the workplace based on gender, caste, religion, and ethnicity.

vii.  Limited access to education and training: Unorganized workers often have limited
access to education and training, which can make it difficult for them to acquire the skills

they need to secure better-paying jobs.

viii.  Lack of representation: Unorganized workers are not represented by any formal
organization or union, which makes it difficult for them to advocate for their rights and

interests.

These problems have significant implications for the wellbeing and livelihoods of unorganized
workers, who make up a large proportion of India's workforce. Addressing these issues requires
policy interventions that focus on providing social protection, improving working conditions,

and enhancing access to education and training.
(C) Labour legislations in India
Analysis of the effectiveness of labor laws in protecting the rights of unorganized labor.

The effectiveness of labor laws in protecting the rights of unorganized labor in India is a
complex issue. While there are several labor laws in place that are designed to protect the rights
of workers, the enforcement of these laws is often weak, particularly in the informal sector

where many unorganized workers are employed. Here are some key factors to consider:

I.  Weak implementation and enforcement: Labor laws in India are often poorly
enforced, particularly in the informal sector. Employers may fail to comply with
minimum wage laws, health and safety regulations, and other labor standards. This can

leave workers vulnerable to exploitation and abuse.
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Lack of awareness among workers: Many unorganized workers in India are unaware
of their rights under labor laws. This can make it difficult for them to assert their rights

and seek redress when their rights are violated.

Limited coverage of labor laws: Some labor laws in India have limited coverage and
do not apply to all workers, particularly those in the informal sector. For example, the
Minimum Wages Act does not apply to agricultural workers in some states, and the

Contract Labor (Regulation and Abolition) Act only applies to certain industries.

Limited access to justice: Workers in the unorganized sector may face significant
challenges in accessing justice when their rights are violated. They may not have access
to legal representation, and may not be able to afford the costs associated with pursuing

legal action.

Limited capacity of labor inspectors: Labor inspectors in India may not have the
resources or capacity to effectively monitor and enforce labor laws, particularly in the

informal sector.

Overall, the effectiveness of labor laws in protecting the rights of unorganized labor in India is

limited by a range of factors, including weak implementation and enforcement, limited coverage

of labor laws, and limited access to justice. Addressing these challenges will require concerted

efforts from governments, employers, workers' organizations, and other stakeholders to

strengthen labor law enforcement, increase awareness among workers, and improve access to

justice.

(D) Challenges faced in enforcing labor laws in the informal sector

Enforcing labor laws in the informal sector is a challenging task due to several factors. Here are

some of the main challenges:

Lack of registration and formalization: A significant portion of the informal sector is
unregistered and operates outside the purview of labor laws. This makes it difficult for

labor inspectors to monitor and enforce compliance with labor laws.

Difficulties in identifying employers and workers: Employers in the informal sector
may not maintain proper records of their workers, and workers may not have formal
contracts or other documentation. This makes it difficult to identify the parties involved

in labor law violations and to hold them accountable.

Limited resources and capacity of labor departments: Labor departments in many

countries, including India, may not have the resources or capacity to effectively monitor
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and enforce labor laws in the informal sector. This can result in low levels of inspection

and weak enforcement.

Iv.  Resistance from employers: Employers in the informal sector may resist compliance
with labor laws, often due to the perceived costs and administrative burdens associated
with compliance. They may also seek to evade labor laws through informal employment

arrangements.

v.  Limited awareness among workers: Workers in the informal sector may not be aware
of their rights under labor laws, making it difficult for them to assert their rights and

seek redress when their rights are violated.

vi.  Political and social factors: The informal sector is often associated with poverty and
marginalization, and labor laws may not be seen as a priority in contexts where other

pressing social and political issues take precedence.

Addressing these challenges will require a multi-pronged approach, including strengthening
labor inspection mechanisms, increasing awareness among workers, improving the

formalization of the informal sector, and addressing the root causes of informality and poverty.
I11. CASE STUDIES
Case studies of specific industries or regions where unorganized labor is prevalent

e Garmentindustry in Bangalore: The garment industry in Bangalore, Karnataka, employs
a large number of unorganized workers, particularly women. Many of these workers are
employed in small-scale garment units and are paid low wages with no social security
benefits. The sector is characterized by poor working conditions, including long

working hours, lack of safety equipment, and inadequate restroom facilities.

e Brick kilns in Uttar Pradesh: The brick kiln industry in Uttar Pradesh employs a
significant number of unorganized workers, including migrant workers from other
states. These workers are often subjected to debt bondage, where they are forced to work
off loans taken from employers at high interest rates. They work long hours in hazardous
conditions, and many are not provided with basic amenities such as housing and medical

care.

e Teaplantations in Assam: The tea plantation industry in Assam employs a large number
of unorganized workers, including tribal and migrant workers. Many of these workers
are paid low wages and are not provided with adequate housing, healthcare, or

education. Child labor is also prevalent in some tea plantations.
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Domestic work in Mumbai: Domestic work is a major source of employment for
unorganized workers, particularly women, in Mumbai. Many of these workers are not
provided with social security benefits or minimum wages, and may be subjected to long
working hours and abuse by their employers.

Construction industry in Delhi-NCR: The construction industry in the Delhi-National
Capital Region (NCR) employs a significant number of unorganized workers, including
migrant workers from other states. These workers are often paid low wages, and work
in hazardous conditions without adequate safety equipment. Child labor is also prevalent

in some construction sites.

These case studies highlight the challenges faced by unorganized workers in various sectors and

regions in India, including low wages, poor working conditions, lack of social security benefits,

and exploitation. They underscore the need for stronger labor laws and enforcement

mechanisms to protect the rights of unorganized workers in India.

V. RECOMMENDATIONS

Strategies for increasing compliance with labor laws in the informal sector.

Awareness and education: Many informal sector workers are unaware of their rights and
the labor laws that protect them. Raising awareness and educating workers on their
rights and the benefits of compliance with labor laws can help increase compliance. This

can be done through outreach programs, workshops, and training sessions.

Simplification of labor laws: Labor laws in India can be complex and difficult to
understand, particularly for informal sector workers. Simplifying labor laws and making

them more accessible to workers can help increase compliance.

Incentivizing compliance: Providing incentives for compliance with labor laws, such as
tax benefits or access to credit, can motivate informal sector employers to comply with

labor laws.

Strengthening enforcement mechanisms: Improving the capacity of labor inspectors and
enforcement agencies to monitor compliance with labor laws can help deter non-

compliance and increase compliance.

Support for formalization: Formalizing informal sector businesses can help improve
compliance with labor laws. Providing support for formalization, such as access to
credit, training, and legal assistance, can help informal sector employers comply with

labor laws.
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e Social dialogue: Encouraging social dialogue between employers and workers can help
identify and address issues related to compliance with labor laws. This can be facilitated

through collective bargaining, worker representation, and other forms of social dialogue.

Overall, increasing compliance with labor laws in the informal sector requires a multi-faceted
approach that addresses the underlying issues contributing to non-compliance. By raising
awareness, simplifying laws, incentivizing compliance, strengthening enforcement
mechanisms, supporting formalization, and promoting social dialogue, it is possible to improve

compliance with labor laws in the informal sector and protect the rights of workers.
V. CONCLUSION

India’'s unorganized sector comprises a significant portion of the country's workforce, and it
includes workers in agriculture, construction, domestic work, and other informal industries.
These workers are often denied basic labor rights and protections, such as minimum wages,
social security, and safe working conditions. In recent years, the Indian government has made
efforts to improve labor legislation and provide greater protections for workers in the informal
sector. However, there is still a need for further research to understand the implications of these

policies and the challenges that remain.

One area of research that could be explored is the impact of labor legislation on the informal
sector. While labor laws have been enacted to protect workers, they may also have unintended
consequences, such as discouraging formalization and leading to the displacement of workers
from the formal to the informal sector. Further research is needed to understand the extent to
which labor legislation has affected the informal sector and to identify ways in which it can be

improved to better serve the needs of workers.

Another area of research that could be explored is the role of technology in improving working
conditions in the informal sector. The use of technology can help improve transparency, reduce
exploitation, and increase efficiency in the informal sector. For example, digital platforms can
be used to connect workers with job opportunities and provide them with access to training and
resources. Further research is needed to understand the potential impact of technology on the

informal sector and to identify ways in which it can be leveraged to improve working conditions.

Finally, research is needed to understand the specific needs of different segments of the informal
sector. For example, women, migrants, and other marginalized groups may face unique
challenges in the informal sector that require tailored policy solutions. Understanding the
specific needs and challenges faced by different groups of workers can help inform the

development of more effective policies and interventions to improve working conditions in the
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informal sector.

Overall, there is a need for further research to understand the implications of labor legislation
and to identify ways in which it can be improved to better serve the needs of workers in the
informal sector. The use of technology and a focus on the specific needs of different segments
of the informal sector can help inform the development of more effective policies and
interventions to improve working conditions and labor rights for workers in India's unorganized

sector.

*kkkik

© 2023. International Journal of Law Management & Humanities [ISSN 2581-5369]


https://www.ijlmh.com/
https://www.ijlmh.com/

