
 

Volume 3                                                                                                                                                      Issue 7, 8 

  LAW MANTRA  THINK BEYOND OTHERS 

  (I.S.S.N 2321- 6417 (Online)                                                                                 

Ph: +918255090897 Website: journal.lawmantra.co.in  

E-mail: info@lawmantra.co.in contact@lawmantra.co.in 
 

 
Unorganised Sector; the Forgotten Stake Holders 

 

INTRODUCTION 
 
The Indian economy with its ever changing market scenario has the existence of vast majority of 
informal or unorganized labor employment as well as formal or organized labor employment. 
With focus on the unorganized sector from the largest group of workers contributing to the 
growth of the economy. This sector is more prominent with the onset of globalization with India 
competing on an international level on its production an equally strong labor force.  

Pre- dominance of the unorganized sector has been one of the latest features of the labor market 
scenario as the sector contributes half of the GDP of the country and it assimilates 90% of the 
total workforce as per estimates. 

This highlights a need to bring them within the frame work of law and to secure their betterment 
as they face ambsimal working conditions and brief them with social security needed.  This paper 
exclusively deals with the unorganized sector and shoes how to throw light upon them... 

 

History: the national commission on enterprises in unorganized and informal sector was set up by 
the government of India through a resolution dated 20th Sep 2004 as an advisory body and 
watchdog for the unorganized sector. The national commission adopted the following definition 
for an unorganized sector... 

“the unorganized sector consisted 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 10 total workers" According to data available in 2005, the 
unorganized sector accounted for 395 million persons or 86 per cent of the work force. Most of 
these workers were engaged in agriculture and who are mainly self employed. Together with the 29 
million in unorganized in the formal sector, thrower 422 million persons in the unorganized 
economy who compiles 92 per cent of the work force.  

 

Conditions of unorganized sector in India: 

unorganized labor is overvaluing in terms of its number range and therefore they are omnipresent 
through India as the unorganized sector suffers from cycles of excessive seasonality of 
employment even those who appear to be visually employed are not gainfully and substantially 
employed indicating the existence of disguised unemployment... the workplace is scattered and 
fermented... there is no formal employer employee relationship. 
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The rural area, the unorganized labor force is highly satisfied on caste community considerations. 
In urban areas while such considerations are much less, cannot be said that it is all together absent 
as the bulk of the unorganized workers in urban areas basically migrate workers from rural areas. 

workers in unorganized sectors are usually subjected to indebtedness and bondage their major 
income cannot meet with their livelihood needs the unorganized workers are subjected to 
exploitation significantly by the society they receive poor working conditions especially wages 
much before the formal sector their work status is of inferior quality of work. 

The unorganized workers do not receive sufficient attention from the trade unions inadequate and 
ineffective labor laws and standards relating to the unorganized sectors. 

Large scale ignorance and illiteracy and limited exposure to the outside world are also responsible 
for poor absorption. 

The characteristics in themselves highlight the need to bring this sector more in to prominence 
through a legal framework to establish a standard in how this sector works and what can be done 
to protect the majority of workers in this sector and in various employments. 

There is need to bring attention because the workers under these face debilitating conditions of 
work resulting in many of such employees falling under the radar of recognition. There must be a 
framework for guiding the workers and the employers in the unorganized sector. 

  It is widely acknowledged that the informal sector in India suffers from a low productivity 
syndrome compared to the formal sectors. The prominent features of the sector are lower real 
wages and poor working/ living conditions further the sector is categorized by excessive 
seasonality of employment especially in the agricultural sector preponderance of casual and 
contractual employment atypical production organization and work relations absence of social 
security measures and welfare legislations. The negation of social standards of the workers’ rights 
denial of minimum wages and so on. poor capital human base as well as lower metabolism status 
of the workers further add to the vulnerability and weaken the strength of the workers in the 
informal sectors thus the sector has become the competitive and low cost device to observe labor 
which cannot be absorbed elsewhere.  

 knowing that this sector contributes highly to the growth of the economy it is important to 
understand the need to bring the sector within the legal framework for a consistent 
implementation to create the standard that can enable uniformity in this sector since low 
productivity is seen as a weakness under this sector legal recognition ensures that the uniformity 
and implementation boosts the productivity if it entices the workers to help increase productivity 
whereby both the employer and employee have the benefit to contribute better. 

with the unorganized sector absorbing more workers then the organized sector legal framework 
should provide a recognition for creating a stage for establishing employer employee relationship 
which is essential to this sector and it must be recognized so that the workers can be understood 
and not exploited this is also another form of boosting productivity through such relationship 
establishment and the appropriate government shall pay an important role in bringing both the 
parties together and only legal recognition to this sector will amble that. 

it is recognized through a lot of statistics that the percentage of workers in this industry and their 
contribution to the economy but there is emphasis on need for more security whereby it can be 
identified particularly the establishments under the unorganized sector as it is highly unregulated 
and inefficient. 

 

cry for social security in unorganized sector 
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many authors have defined social security by many ways for our understanding we consider social 
security as the continuous support to human beings for his or her wellbeing at least in the evening 
years of his life. The focus of social security is to enhance and protect people’s capabilities to be 
adequately nourished, to be comfortably clothed, and to avoid escape morbidity and preventable 
mortality therefore we may understand the social security as 

“The provisions of benefits to households and individuals through public or collective 
arrangements to protect against low or declining standards for living arising out of basic risks and 
needs."  

 for clear understanding we may enlist the social security measures: 
 provident funds 
 gratuity 
 old age, widow, disability pension 
 medical care of all sorts 
 protection from all kinds of risks life and nonlife affecting the social existence of individual 

in 2007 (report by the state run national commission for enterprises) in the unorganized sector 
found that 25% of Indians or 236 million people, lived on less than rs.20 per day with most 
working in informal labor sector with no permanent job and social security living in absolute 
poverty.  

Since the early 1950s successive governments have implemented various schemes under planning 
to elevate poverty that has met with partial success. Programs like food for work and national rural 
employment programs have attempted to use the unemployed to generate productive assets and 
build rural infrastructure. in august 2005, the Indian parliament passed the rural employment 
guarantee bill the largest program of this type, in terms of cost and coverage which promises 
hundred days of minimum wage employment to every household in 200 of indies 600 districts. 

 unorganized sector as that part of the workforce who have not been able to pursuit a 
common objective because of constrains such as: 

 casual nature of employment 
 ignorance and illiteracy 
 small size of establishment with low capital investment per person employed 
 scattered nature of establishment 

 

Policy changes required 

First and foremost in this direction in writing a comprehensive social security law making, law 
merging all and the existing social security laws this will remove much duplicity in different acts.  

social security must be a fundamental right enforceable by law it is urgently required to constitute a 
commission in the name of national social security commission of India. 

Separate ministry for social security is also urgently required. no different ministries are running 
different programs, the budgetary allocations for various programs under various miseries 
multiplicity of agencies and duplicity of benefits have become a major concern for policy makers 
therefore creation of ministry of social security would be of an immense help to the needy where 
policy formulations, implementations and control analysis of socials security would be easier. 

Social security budget should be introduced in the parliament on the lines of railway budget. 

Policy decisions should also be taken to involve NGO'S and panchayats in rural areas to be 
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implemented social security policies. 

 

Contribution of the unorganized sector in the economy 

Most people in India earn a livelihood by working for an income they work for one employer or 
many, or as self employed or own account workers or as contract workers, home based workers 
e.t.c in every sector in the economy. the informal sector in the economy activity that is neither 
taxed nor monitored by a government and is not included in the governments gross national 
product as opposed to a formal economy although the informal economy is often associated with 
developing countries where up to 60% of the labor work force, all economic system contain an 
informal economy in some proportion. 

The non corporate forms of organization are major players in such activities as manufacturing, 
construction, transportation, trade, hotels and restaurants business, and personal services. The 
informal sector plays a significant role in terms of employment opportunities and poverty 
alleviations this sector generates income generating opportunities for a large number of people. In 
India a large section of total workforce is still in the informal sector which contributes a 
seasonable portion of the country's net domestic product. The unorganized sector has a crucial 
role in our economy in terms of employment and its contribution to the national domestic 
product saving and capital formation... 

This causes the need to really recognize the workers in this sector so that there may be efficiency 
and if the same is den then the contribution of this sector to the growth of the economy will be 
two fold than what it currently is at. Not only will the industries under this help with increased 
productivity but also when there is a highlighted word that poverty the workers would avail the 
rights provided under the various Acts. poverty is a major concern to the growing economy if 
because this unorganized sector remains unaccounted for even in their contribution and it is seen 
that the role played by the unorganized sector is very important so they should be recognized 
under or included in the various acts even if there is the characteristic of seasonality because only 
then and there be a system where employer, employee and the government will be highly 
benefited. it also must be emphasized that realizing the value of contribution by the unorganized 
sector where many workers get assimilated it causes huge losses if the establishments under this 
sector are not identified, the loss thus in core will be caused to the government. 

 

Initiatives available or in progress to be availed by the workers in the unorganized sector 

To be brought within the legal framework to identify the workers especially the daily wage workers 
who are lost within the blanket cover of the unorganized sector provides there have been several 
initiatives put forth by the ministry of labour and employment. 

Identification cards which will also work as a bank card and will also be linked to the aadhar and 
bank account number. It also acts as a smart card. the iD card will register all workers so a worker 
can be easily identified in order to benefit from the various government schemes with the help f 
this single card, it attracts all government schemes automatically to the concerned person and act 
as a identity proof incase of complaints and suggestions. 

Rashtriya Swasthiya Bhima Yojana refers tone smart card based cashless health insurance cover 
over 30000 per year. It covers a family of five people falling under below poverty line and other 
category of unorganized workers both government of India and the state government contributes 
for this. The concerned person has to pay a nominal amount of rs35 per year for registration. 

Welfare fund are made available for beedi workers, sine workers, iron/ ore workers, mine workers, 
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limestone workers. Various schemes relating to health, housing and education are run by the 
government for the benefit of unorganized workers. Health care for beedi and mine workers and 
dependent family members through hospitals and dispensaries of labor welfare organization as 
well as specialist treatment for major illness that recognized private hospitals. 

 

A Critique of India’s Unorganized Workers’ Social Security Act, 2008 

There is general dissatisfaction bordering on serious discontent among the vast masses of 
unorganized labor about the contents of the recently enacted The Unorganized Sector Workers’ 
Act, 2008(Act 33 of 2008) as also the manner in which the law had been passed in Parliament. 
What the workers want, not as a munificence from the Government but as their lawful right as the 
citizens and workers of our country, was a comprehensive law encompassing al aspects of their 
work and life at work including regulation of their employment, wages, social security, safety, 
conditions of work and so on, all to be administered through tripartite bodies, for each group of 
employments, at the national, state, district and lower operational levels down to the village. That 
the unorganized workers, be they wage labor, home based workers or self employed workers, with 
their dependents account for the bulk of our population and therefore of the electorate, and the 
fact that they contribute to two thirds of our national product and form 93% of our workforce 
seem to have been ignored by both the Government and the Houses of Parliament. 

MAJOR LIMITATIONS OF THE ACT 

•    Neither agricultural laborers have been brought under the purview of the Act nor a separate 
bill for agricultural laborers tabled. But, the minister claims that they are also covered. 

•    NCEUS had prepared two Bills, one on social security and the other on working conditions. 
The latter has been dumped and the Bill passed confines itself only to social security in its most 
diluted/truncated form. 

•    The 2008 Act appears to have excluded vast sections of unorganized workers like agricultural 
laborers, the unorganized laborers in the organized sector including contract laborers and the 
informal laborers in the formal sector, the anganwadi workers, Para workers like ASHAs and par 
teachers, and those the cooperative sector. This exclusion reveals the true colors of the “Politics of 
Inclusiveness” of the UPA. 

•    The Act is applicable only to a small section of unorganized laborers whose income limit is 
expected to be notified by the government. There is every possibility that the subsequent 
notification will include parameters to exclude good number of unorganized workers from the 
applicability of the law and the schemes.  

•    The workers in the construction sector are exempted from making any payment because a cess 
was collected from the sector for providing health insurance and other facilities. But there is no 
provision to collect a mandatory cess from the employers in other sectors. Only the BPL 
unorganized workers have been exempted from paying any premium only in the case of one 
scheme – 'Rashtriya Swasthya Bima Yojana – providing for a paltry health insurance cover of up 
to a maximum of Rs.30,000 for a family of five. As a result, workers in other sectors would have 
to pay the premium amount.  

•    The passage of the Act is not accompanied by any legally stipulated guarantee for the 
establishment of a Central Welfare fund. 

•    There is no provision for penalties in the Act to punish those employers who violate it. 

•    “Social Security” to the unorganized workers has been narrowed down to ten paltry social 
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security schemes. Most of these schemes like old age pension or maternity benefit (or even the 
meager Bima Yojana, for that matter) are already existing/ongoing schemes and there is nothing 
new in them. 

•    As a result of dropping the Bill on conditions of work prepared by the Arjun Sengupta 
Commission, working conditions of unorganized workers including hours of work, mandatory 
holidays, industrial safety, job security, industrial relations and trade union rights, guaranteeing 
minimum wages, bonus etc., would remain unregulated and unenforced. 

•    The government has not acknowledged the principle of unemployment allowance in the case 
of job losses for unorganized workers or any form of employment and wage/income guarantee. It 
was recognized in the case of NREGA and the State governments in West Bengal and Tamil 
Nadu introduced a meager payment of Rs.500 per month for organized industrial workers in case 
of loss of jobs but a comprehensive unemployment/job-loss allowance is yet to take shape in 
India as in the West. What is social security in the absence of unemployment allowance? 

•    The national and state boards for unorganized workers provided for in the Act are advisory 
bodies and like the National Labor Commission they are toothless bodies. While implementation 
is left to the district bureaucracy, there is no independent enforcement or watchdog/oversight 
body with representation from unions and there is no appellate authority even.  

•    Not only there is no penalty against the defaulting employers, there would be no action against 
the bureaucrats who refuse to register any unorganized worker under any of the twin scheduled 
schemes. 

•    The special problems of migrant workers, especially inter-State migrants, among unorganized 
workers, especially the problem of security, has been totally ignored by the Act. 

•    The special problem of women unorganized workers do not figure in the Bill. The problems of 
security, sexual harassment, proper accommodation for migrant women workers, issues relating to 
nature of work and industrial safety, gender wage gap, non-payment of wages, childcare facilities at 
work spot etc., have been totally neglected. 

Conclusion 

the need for legal framework that extends to the unorganized sector is not emphasized enough 
statistics continue to show the unhindered growth of the unorganized sector if such continues to 
happen and it is not provided a proper emery then there is a huge amount of loss that continues to 
be caused as such. with the advent of globalization and India’s position on the international forum 
there is an urgent need to identify and bring the various establishments of the unorganized sector 
within the framework of the already existing laws or look to passing new legislations on the 
unorganized sector. there are a lot of benefits to be achieved on account of a such a move to both 
the workers and the country, it not only boosts the production of the economy but also identifies 
the works of this sector and give them a name in law in which they can call out for much needed 
assurance that only the government can give them in this democratic country as well as they as 
workers and citizens of the country can show their capability and productivity to the economy. 
This enshrines the concept of “making India a better workplace for all". 

 


