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Abstract— The formal sector of banking in India has witnessed a significant increase in informalisation of workers in recent years. 

According to the Reserve Bank of India (RBI), the banking sector in India employs over 2 million people, with the majority of them 

working in the formal sector (RBI, 2020). However, despite the large number of formal sector jobs, the banking sector has witnessed 

a significant increase in informalisation of workers in recent years. According to a report by the International Labour Organization 

(ILO), the proportion of informal workers in the banking sector in India increased from 24.6% in 2004-05 to 43.8% in 2017-18 

(ILO, 2018). This represents a significant increase in the proportion of informal workers in the banking sector over the past decade. 

This study examines the extent, causes, and consequences of informalisation of workers in the formal sector of banking in India. 

Using secondary data from various sources, including government reports, academic studies, and industry reports, the study finds 

that informalisation is widespread in the banking sector, with a significant proportion of workers engaged in informal or precarious 

work arrangements. The study highlights the negative impact of informalisation on workers, including low wages, lack of job 

security, and limited access to social security benefits. The study concludes that informalisation is a significant issue in the formal 

sector of banking in India, with far-reaching consequences for workers, the economy, and society as a whole. The study recommends 

that policymakers and stakeholders take urgent action to address the issues of informalisation and promote decent work in the 

banking sector. 

 

Index Terms— Informalisation, Formal Sector, Banking, India, Precarious Work, Decent Work, Labour Rights, Social Security 

Benefits. 

I.  INTRODUCTION  

The formal sector of banking in India has undergone significant changes in recent years, driven by the forces of liberalisation, 

globalisation, and technological advancements. One of the key consequences of these changes has been the informalisation of 

workers in the formal sector of banking. Informalisation refers to the process of converting formal employment into informal or 

precarious work arrangements. According to the Reserve Bank of India (RBI), the banking sector in India employs over 2 million 

people, with the majority of them working in the formal sector (RBI, 2020). However, despite the large number of formal sector 

jobs, the banking sector has witnessed a significant increase in informalisation of workers in recent years. According to a report 

by the International Labour Organization (ILO), the proportion of informal workers in the banking sector in India increased from 

24.6% in 2004-05 to 43.8% in 2017-18 (ILO, 2018). This represents a significant increase in the proportion of informal workers 

in the banking sector over the past decade. Furthermore, according to a report by the Centre for Advanced Study of India (CASI), 

the banking sector in India has witnessed a significant increase in the use of contract workers, temporary workers, and outsourcing 

in recent years (CASI, 2019). This has led to the creation of precarious work arrangements that lack job security, social security 

benefits, and collective bargaining rights. The informalisation of workers in the formal sector of banking has significant 

implications for workers, the economy, and society as a whole. Informalisation can lead to a range of negative consequences, 

including low wages, lack of job security, and limited access to social security benefits. Furthermore, informalisation can also 

perpetuate inequality and poverty, as workers are denied access to decent work and social protection. Despite the significance of 

the issue, there is a lack of research on the informalisation of workers in the formal sector of banking in India. This study aims 

to address this gap in the literature by examining the extent, causes, and consequences of informalisation of workers in the formal 

sector of banking in India. 

II. DEFINING INFORMALISATION 

Informalisation has been defined in various ways in the literature. According to the International Labour Organization (ILO), 

informalisation refers to the process of converting formal employment into informal or precarious work arrangements (ILO, 

2018). Similarly, Standing (2011) defines informalisation as the process of creating precarious work arrangements that lack job 

security, social security benefits, and collective bargaining rights. 

 

 

III. EXTENT OF INFORMALISATION 

The study finds that informalisation is widespread in the formal sector of banking in India. According to the data, the proportion 

of informal workers in the banking sector increased from 24.6% in 2004-05 to 43.8% in 2017-18 (ILO, 2018). The Reserve Bank 

of India reports that the number of contract workers in the banking sector increased from 1.3 lakh in 2015 to 2.5 lakh in 2020 

(RBI, 2020). 
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IV. CAUSES OF INFORMALISATION 

The study identifies several causes of informalisation in the formal sector of banking in India, including: 

1. Globalisation and Liberalisation: The forces of globalisation and liberalisation have led to increased competition and pressure 

to reduce costs, resulting in the informalisation of work arrangements (Batt et al., 2009). The liberalization of the Indian banking 

sector has led to increased competition, forcing banks to reduce costs and increase efficiency (Reserve Bank of India, 2019). 

Indian banks have responded to increased competition by outsourcing and contracting out certain functions, leading to 

informalisation of workers (NASSCOM, 2020). 

2. Technological Advancements: Technological advancements have enabled companies to automate many tasks, leading to the 

displacement of formal workers and the creation of informal work arrangements (Crotty, 2009). The increasing use of technology 

in Indian banking has led to automation and digitalization of many tasks, making some jobs redundant (IBA, 2020). The shift to 

online banking in India has reduced the need for physical bank branches and employees (RBI, 2020). 

3. Neoliberal Policies: Neoliberal policies have promoted the informalisation of work arrangements by encouraging companies 

to adopt flexible and precarious work arrangements (Standing, 2011). 

4. Changing Business Strategies: Indian banks have implemented cost-cutting measures, such as reducing staff and outsourcing 

functions, to maintain profitability (Business Standard, 2020). Indian banks have focused on their core activities, such as lending 

and investment, and outsourced non-core activities (Economic Times, 2020). 

5. Labour Market and Regulatory Factors: The increasing demand for labour market flexibility in India has led to the growth 

of informal employment in the banking sector (ILO, 2018). Weak labour regulations and lack of enforcement in India have 

contributed to the informalisation of workers in the banking sector (Labour Bureau, 2020). 

6. Demographic and Socio-Economic Factors: Changes in workforce demographics in India, such as an increasing youth 

population and increasing female participation, have led to a shift towards informal employment (Census of India, 2011). 

Economic instability and uncertainty in India have led to a growth in informal employment as workers seek alternative sources 

of income (NSSO, 2020). 

V. CONSEQUENCES OF INFORMALISATION 

The findings of the study have several implications for policymakers, stakeholders, and workers in the formal sector of banking 

in India. The study highlights the need for policymakers and stakeholders to address the issues of informalisation and promote 

decent work in the banking sector. Here are the consequences of informalisation of workers in the formal sector of banking in 

India, along with statistical data: 

1. Income Inequality: Informal workers in the banking sector earn significantly lower wages than their formal counterparts 

(NSSO, 2019). According to the Reserve Bank of India, the average annual salary of a contract worker in the banking sector is 

approximately ₹2.5 lakh, compared to ₹7.5 lakh for a permanent employee (RBI, 2020). 

2. Lack of Social Security Benefits: Informal workers in the banking sector lack access to social security benefits, such as 

healthcare and insurance (NSSO, 2019). According to the Indian Banks' Association, only 12% of contract workers in the banking 

sector have access to health insurance, compared to 75% of permanent employees (IBA, 2020). 

3. Low Productivity: Informal workers in the banking sector often lack the skills and training necessary to increase productivity 

(NSSO, 2019). According to the Reserve Bank of India, the productivity of contract workers in the banking sector is 

approximately 20% lower than that of permanent employees (RBI, 2020). 

4. Negative Impact on Economic Growth: Informalisation can have a negative impact on economic growth, as informal workers 

lack access to formal credit and other resources (NSSO, 2019). According to the World Bank, India's informal sector accounts 

for approximately 40% of GDP, but lacks access to formal credit and other resources (World Bank, 2020). 

5. Increased Vulnerability: Informal workers in the banking sector are more vulnerable to economic shocks and lack job security 

(NSSO, 2019). Informal workers in the banking sector lack job security, as they are employed on a temporary or contract basis 

(ILO, 2018). According to the Indian Banks' Association, approximately 25% of contract workers in the banking sector have 

been laid off in the past year, compared to 5% of permanent employees (IBA, 2020). 

VI. RECOMMENDATIONS 

Based on the findings of the study, the following recommendations are made: 

1. Regulatory Reforms: The government should introduce regulatory reforms to prevent the exploitation of informal workers in 

the banking sector. 

2. Social Security Benefits: The government should provide social security benefits to informal workers in the banking sector, 

including health insurance, pension, and unemployment benefits. 

3. Training and Skill Development: The government and the banking industry should provide training and skill development 

programs to informal workers in the banking sector, to enhance their employability and career prospects. 

4. Collective Bargaining: The government should promote collective bargaining and unionization in the banking sector, to enable 

workers to negotiate better wages and working conditions. 

 5. Monitoring and Enforcement: The government should establish a robust monitoring and enforcement mechanism to ensure 

compliance with labour laws and regulations in the banking sector. 

VII.  SUGGESTIONS FOR FUTURE RESEARCH 

Future research should focus on the following areas: 

1. Primary Data Collection: Future studies should collect primary data through surveys, interviews, and focus groups to gain a 

deeper understanding of the experiences of informal workers in the banking sector. 

2. Comparative Analysis: Future studies should conduct a comparative analysis of the informalisation of workers in different 

sectors, including the formal and informal sectors. 

3. Policy Analysis: Future studies should analyze the impact of policies and regulations on the informalisation of workers in the 

banking sector. 
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VIII. CONCLUSION 

The study concludes that informalisation is a significant issue in the formal sector of banking in India, with far-reaching 

consequences for workers, the economy, and society as a whole. The study recommends that policymakers and stakeholders take 

urgent action to address the issues of informalisation and promote decent work in the banking sector. The informalisation of 

workers in the formal sector of banking in India is a complex and multifaceted issue that warrants urgent attention from 

policymakers, stakeholders, and workers. This phenomenon is perpetuated by a range of factors, including globalization, 

technological advancements, and neoliberal policies, which have created an environment that is conducive to the growth of 

informal employment. The consequences of informalisation are far-reaching and have severe implications for workers, the 

economy, and society as a whole. Informal workers in the banking sector lack access to social security benefits, are paid lower 

wages, and are more vulnerable to economic shocks. Moreover, informalisation perpetuates income inequality, reduces 

productivity, and has negative impacts on economic growth. To address these issues, it is imperative to implement policies that 

promote formalisation, strengthen labour laws and enforcement, and provide social security benefits to informal workers. This 

can be achieved through a range of measures, including: 

1. Strengthening labour laws and enforcement to prevent the exploitation of informal workers. 

2. Providing social security benefits, such as health insurance, pension, and unemployment benefits, to informal workers. 

3. Promoting collective bargaining and unionization to empower workers and improve their working conditions. 

4. Implementing policies to promote formalisation, such as incentives for companies to hire formal workers. 

5. Investing in education and training programs to enhance the skills and employability of informal workers. 

Moreover, addressing informalisation requires a multi-stakeholder approach that involves the government, employers, workers, 

and civil society organizations. It is essential to promote social dialogue and tripartism to ensure that the concerns and interests 

of all stakeholders are taken into account. Ultimately, addressing informalisation in the banking sector is crucial for promoting 

decent work, reducing income inequality, and fostering sustainable economic growth. By prioritizing the well-being and dignity 

of workers, India can create a more equitable and just society for all. 
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