
CHAPTER- Ill 

NATURE, MAGNITUDE AND CAUSES OF GROWTH 
OF URBAN INFORMAL SECTOR IN SILIGURI 

CORPORATION AREA 

3.1 Nature 

Siliguri, the gate way to the North East India is not only of vital 

importance to the State of West Bengal but India as a whole. Located· 

at the foot of Himalayas on the verge of Terai, it presents the 

picturesque glimpse of the Himalayan ranges establishing its inmate 

charm to a visitor. Though the settlement started initially with the tea 

plantation and a junction station to change over to the Toy train for 

Darjeeling in 1880 it acquired the status of Sub Divisional town in 

1907. Though by thirties it had gained weight age as a town, it was 

confirmed Municipal status only in 1950. 

Siliguri muniCipal corporation area, with a population of 4, 72,374, is 

one of the cities of West Bengal with a large presence of informal 

sector· operators and workers. More than one lakh people from 

different states and adjoining places come over to Siliguri everyday for 

different purposes [SMC, 2006]. Their hustling activities can not 

escape any visitor's attention. Wide range of activities including street 

food or market vendors, small automotive or machine repair shops, 

RPs, CWs and scavengers are seen everywhere. Others are not readily 

visible, such as home workers in the garment industry, families 

producing shoes and leather items and small producers of handicrafts 

and furniture. All informal sector activities whether in or out of the 

homes, provide incomes for a large segment of the city's population. 

Without this 1ncome the socio-economic pressure would be 
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unthinkable. Many informal sector establishments hire a small 

number of helpers or engage immediate family members. The informal 
I 

sector generally described as "sponge" that absorbs people who are 

unemployed or unable to find employment in the formal sector, 

particularly those who migrated from the other districts or different 

regions of the same districts. 

Box 3.1 

Workers in the Informal Sector of SMCA 

Farm and farm related: Self Employed, Very Small Land Holders, Daily Wage 

Earners, Poultry, Kitchen Gardening, Dairy, Fisheries, and Sericulture. 

Trading: Street Vendors, Hawkers, Related to Different Products including Very 

Small Traders. 

Craft workers: Related to metal bamboo and wood etc. 

Construction: Normally daily wage workers related to building industry. 

Transport: Porters; cleaners, khalashi, loaders, rickshaw pullers, auto drivers, and 

helpers, taxi drivers. 

Micro enterprise: Family based enterprise workers in various types of production 

and services. 

Other services: Domestic servants, barbers, cobblers, tailors, blacksmith, etc.· 

While increasingly it is found that the informal sector comprises 

household of urban residents, a significant section of the informal 

sector has common roots in dismal poverty, insecurity in land tenure, 

poor education, lack of institutional support and weak organisations. 

It emerges from the inability of the modern economy to absorb the 

rising labour force in productive employment. The sector is closely 

associated with poverty and squatter slums. 

Although it is not easy to identify informal groups through the 

number of persons or the types of activities the establishments are 

engaged in, it is not easy to accurately describe the sector. Therefore, 

distinguishing characteristics such as smallness of operation and 

legal status (whether licensed or not) have often been used to identify 

59 



the sector. The informal sector has been described by the ILO as 

comprised of very small scale economic activities that produce and 

distribute goods and provides services (Sethuraman 1981). 

Most informal sector workers and operators work long hours under 

hazardous or unhealthy environment without sufficient returns to 

keep them above the official poverty level. Low wages, uncertain 

mcome, absence of adequate social protection, increa~ing 

participation of women without relief from traditional domestic 

responsibilities, child labour and poor working conditions prevail in 

the sector. 

3.2 Characteristics of the Urban Informal Sector Workers in 

SMCA 

The informal sector comprehends a wide variety of operational units 

and activities with high rates of turnover and considerable mobility, 

thus differing from those in the formal sector in technology, 

economies of scale, use of labour intensive processes for producing 

goods and services, and a virtual absence of well maintained 

accounts. The informal sector is informal in the sense that it is not 

regulated by government under any statute. Since there is very little 

control over informal economic activities, the probability of 

exploitation is very high. For example the unskilled construction 

labour works 8 hours per day in lieu of 55 rupees only. 

Some of the dominant characteristics of the informal sector in SMCA 

are: 

1. ·Range of production from petty commodity to small · factories: 

Garment makers;· Embroiderers; Incense-stick roller workers; Bidi

binders; Cigarette-rollers; Tea bags maker; Paper bag makers; Kite 

makers; Hair band makers; Food processor workers; Beauticians; 

Phenyl makers; Grill factory workers; Candle makers. 
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2. Low and limited structure and coverage of organisation: The 

informal sector workers do their work not in ·a broad frame of 

structure or organisations. They perform their activities m their 

homes or in a place where requires small investments. 

3. Low levels of fixed investment and labour capital miX: Informal 

sector workers do not have the capacity to invest huge capital. Their 

activities require low level of capital or we can say that they do not 

invest lot in a fiXed manner. Their activities require lot of physical 

labour than capital and it is very difficult to account the labour and 

capital separately. 

4. Difficulties in separating business and personal or household 

expenses leading to insecure working capital: It is very difficult for the 

informal sector workers to isolate their household expenditure from 

working capital for business as because most of them are survived 

with hand to mouth. 

5. Lack of access to training leading to low productivity as informal 

workers lack skills: There is no option for the informal sector workers 

to access training facilities provided by the government or local 

municipal corporations and as a result of that they lack high 

productivity. 

6. Labour relations based on verbal contract dominated by casual 

employment and social relations as opposed to formal contracts: Most 

of the informal sector workers are performing their work with verbal 

. contract with the employee e.g. CWs, RPs, sweet shop assistants etc. 

7. Home based- family based pattern of production: Garments 

production; tea stall; grocery shops; kite makers, etc. 

8. Lack of capacity to identify, understand, reach, or use specific 

markets: They lack proper assessments of market demand ·for .their 

goods and as a result of that' they c,an not get profit up to the level or 

we can say that lacks productivity. 
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9. No social protection to workers against contingencies: No informal 

sector workers get protection either from government or from 

employer in SMCA. 

10. Diverse character of wages: There is no fixed wages for the same 

kind of work. For instance, different RPs pay different rent for their 

hired rickshaw or CWs gets diverse wages for the same work. 

11. Lack of innovation because of isolation and lack of research and 

development: No initiatives either from the part of govemment or 

others has been taken for improvement of their working environment 

or skill up gradation, so that development could take place in this 

· sector also. 

12. Output not fully accounted in the ·national accounts: Output of 

informal sector workers or shadow workers is not accounted in 

national level. 

13. Low coverage by trade umon movements: Most of the informal 

sector workers are not attached with any kind of trade unions. The 

reason is that most of them are migrants or does not want to involve 

in the union or we can say that they are not unionized. 

14. Increasing number of immigrants in informal economic activities: 

Most of the informal sector workers in SMCA are migrants from other 

districts or others states as well. In SMCA 80% permanent migrants 

are from Nepal, Bangladesh and Bhutan. 

15. Workers under various kinds of harassments in comparisons to 

the formal sector: Informal sector workers face physical as well as 

mental tortures e.g. sweet shop assistants, garage workers etc. 

3.3 Magnitude 

Area of SMCA has increased from 15.54 sq. Km. in 1991 to 20.10 sq. 

Km in 2001. More than one lakh people from different states and 

adjoining places come over to Siliguri everyday for different purposes 

[SMCA, 2003]. Siliguri municipal corporation area have marked high 
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rate of population growth OWing to the process of natural growth 

supplemented by migration. Decadal population growth rate in SMCA 

is 118% during 1991-2006 [SMCA, 2006], which is highest among all 

cities and towns in west Bengal. Total number of workers has 

increased from 72734 (33.32%) in 1991 to 96390 (33 . 90%) in 2001, 

showing a growth of 32.52% during 1991-2001. Percentage of non 

workers has decreased from 66.4 7% in 1991 to 66.11% m 

2001[Dru:jeeling district census handbook, 2004] [Table-3.1]. 

Table-3.1 
Distribution of Total Workers and Non Workers in SMCA 

1991 20001 

Total workers 72734[33.53] 96390[33.89] 

Non workers 144216[66.47] 188212[66.11] 

Total population 216950[100) 284602[100] 

Source: Distnct census handbook 2001, 2004 
Value in the parenthesis shows column percentage 

Chart-3.1 

Distribution of Total Workers and Non 
Workers to total Population in SMCA 

(1991 and 2001] 
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Percentage of mrun workers to total workers has decreased from 

99.38% in 1991 to 94.50%% in 2001. Percentage of marginal workers 

to total workers has increased from 0.62% in 1991 to 5.50% in 2001 

[Chart-3.2 and 3.3}. 
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Chart-3.2 

Cistribution of Main and Marginal Workers 
to Total Workers in SMCA (1991] 
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Chart-3.3 

Distribution of Main and Marginal Workers 
to Total Workers in SMCA (2001] 
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Total number of male population has decreased in relation to female 

population at SMCA during 1991-2001 [Chart-3.4). The total number 

of household also increased from 28938 in 1981 to 57600 in 2001. 

Population density in SMCA has increased from 13961 in 1991 to 

14160 in 2006. The NSSO (55th round 1999-2000) informal sector 

data reveals that 92.7 % workers are engaged in informal sector 

activities compared to 91 .2% in 1993-94 in SMCA. 7.3% workers are 

engaged in formal sector activities compared to 8.8% in 1993-94 in 

SMCA. Thus we can say that the contribution of informal sector to the 
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total workforce is increasing and formal sector contribution IS 

decreasing with the passage of time. 

Chart-3.4 

Distribtion of Total Population at 
SMCA Sex Wise 
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3.4 Causes of Growth of Urban Informal Sector: 

It may be noted that SMCA has witnessed a remarkable increase of 

informal economic activities during the last couple of years, nearly 

65% to 70% of the total workforce engaged in informal activities 

[decadal population growth rate was 31.18% during 1991-2001 and 

population density was 14,159 per sq.km (district census hand book, 

2004]. Siliguri is the only corporation town in North Bengal. The city 

has specific geopolitical importance. Three foreign countries, viz. , 

Nepal, Bhutan, and Bangladesh envelop this corporation town. In

migration to this area from neighboring countries as well as from 

other parts of India is one of many factors that accelerate the 

informalisation process. Lack of industrialization, gradual closing 

down of tea gardens and above all shrinkage of formal sector jobs 

compel the unemployed people to in migrate to this city and engage in 

informal economic activities. 

Each individual, working in the informal sector, appears to be some 

common motives which expedite the growth of urban informal sector 

in the SMCA are illustrated below: 
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Reasons for Joining Informal Sector 

Mere survival 

Income opportunities 

Flexible labour 

Labour costs 

Easy entry 

Small scale 

Accessible facilities 

./ Mere Survival 

Activities in the informal sector may be associated with mere 

survival or new opportunities. For many workers in the SMCA 

employment in the informal sector is not a choice but a necessary. It 

represents a means of obtaining necessary to survive whether as a 

supplement to meager earnings and pension payments eroded by 

inflation or as the sole source of income for the worker and 

household. According to an informal sector worker "We are not 

working to get rich but only to earn daily food for the family''~ 

./ Income Opportunities 

As elsewhere in the world, a wide range of profits and wages is 

earned by entrepreneurs and employees in SMCA. Some street traders 

earn barely enough or not enough for food and shelter. Other 

"informals" earn more than civil servants. Anderson in his research in 

1997 said "it is not at all uncommon to find doctors cleaning houses 

or skilled engineers driving taxicabs. Indeed the informal sector 

surveys revealed numerous examples of people who did not want to 

work in the formal sector simply because salaries were so low. It is 

particularly instructive that kiosks, which are viewed by local officials 

as a means of alleviating poverty, generate incomes greater than 
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earned by judges on the Supreme Court [Anderson, 1998, p.24]." 

SMCA is acting as the commercial hubs of the entire north Bengal, 

north eastern states and some parts of Bihar, Sikkim, Nepal and 

Bhutan. The total number of commercial establishments in Siliguri is 

45230 of which 67% are unregistered or informal in nature (from 

various business organisations in Siliguri). The important commercial 

centers in SMCA are Bidhan market, Nivedita market, Khalpara 

market, Mahabirstan market and Hong Kong market. Hong Kong 

market holds importance for the local people as well as tourists who 

visit the city for its cheaper foreign goods. The total number of shops 

in this market is 550 and all are informal in nature. At about 1375 

people are earning their livelihood which is much · higher than the 

formal sector workers. Their daily earnings from selling foreign goods 

hold minimum Rs.500-1000 per day (field survey). Thus it is evident 

that people are attracting SMCA for higher income opportunities . 

../ Flexible Labour 

The fact that most payments in the informal sector are made 

according to informal arrangements rather than imposed by the 

labour law has made the use of labour more flexible and less costly. 

There is no fixed time of work for the informal workers as because 

their earnings do vary according to their needs. We have seen in the 

case of RPs in SMCA that their working hours vary according to their 

need. The "helpers" in sweet shops, garages, restaurants and in 

various informal activities are bound to work as instructed by their 

employers or the "working owner" category of workers continue their 

course of work as long as their customer demands . 

../ Labour Costs 

One of the reasons of informal sector growth is lower production cost. 

There are many ways that production costs are lowered in the 

informal sector. A key bargain is through low cost labour inputs made 

possible by working long hours, employing family workers, and using 
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kin labour. The labour cost of unskilled CWs ranges from Rs. 50 to 

Rs. 55 per day. And for the semiskilled and unskilled CWs the average 

labour cost is Rs. 75 and Rs. 100 per day. Each CWs again have to 

pay Rs. 10 toRs. 20 to their middleman. The per day average earnings 

of the helpers in sweet shops or garages is Rs. 20 toRs 30. So per day 

labour cost for the informal workers is very low in SMCA . 

./ Easy Entry 

Compared to the formal sector it is relatively easy to set up business 

in the informal sector, but this does not mean that it is easy to obtain 

start up capital and business permit. For instance, in the case of both 

RPs and CWs no financial investment is required or those who want to 

. engage in these sectors can engage without any prior work permit. 

Even in the case of rickshaw pulling, no peddler license is neeped or 

they have not to worry about rickshaw license also. They just come to 

the city and just hire rickshaw for Rs. 20 or Rs. 25 and can ply as 

much as they can . 

./ Small Scale: 

One aspect of easy entry is small scale. This helps to solve the credit 

problem. Many of the informal sector operators set up businesses by 

drawing on saving or borrowing from relatives. Sometimes business 

are financed by loans from tiny shops. as for example garment 

makers; embroiderers; incense.,..-stick rollers; bidi- binders; cigarette

rollers; tea bags maker; paper bag makers; kite makers; hair band 

makers; food processors; beauticians; phenyl maker; grill factory; 

candle maker; are all small scale in nature . 

./ Accessible facilities: 

There are fewer demands m the informal sector for finding a 

business place as in the case of formal sector. A formal enterprise 

privately owns the market space is then rented to informal operators. 

This provides a business venue with greater flexibility for informal 

sales. This is seen especially in Hong Kong market where all the 
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informal business man is doing business with rented accommodation. 

They are also selling foreign goods in temporary establishments called 

"dalas" which is also on rented basis. Actually the "dalas" are 

occupied by other members and then rented to the informal operators. 

Many a times we see in SMCA that some informal operators are selling 

"cloths" or "momo" or "toys" etc in front of the formal operators by 

giving to the owner of the place Rs. 200 to Rs. 300 per day ( field 

survey). 

There are several other reasons for the rapid growth of the urban 

informal sector in SMCA. Some of these reasons are discussed below . 

./ Dynamic Economic Activities that Escape Local Regulatory 

Processes And Taxation 

Local authorities generally have categories - usually defined by the 

national government - for the types of business that should be 

registered, regulated and taxed. However, today's local economies are 

changing rapidly. New types of business and new ways of doing 

business are escaping the attention of the authorities, even though 

they may be high-value activities. Selling garments without having 

fixed location of business, selling foreign goods in the local market of 

SMCA, goods smuggled from native Nepal and Bangladesh borders, 

medicine retailers (67% · unregistered in SMCA-information from 

BCDA), are some of the many examples in SMCA . 

./ Slow Growth of the Formal Economy 

The increase in the labour force is directly proportional to the 

increase in population of working age. The labour force has been 

increasing in countries at a rate greater than the capacity of the 

economy to generate jobs in the formal sector. As a consequence, 

. underemployment and unemployment have been growing. Many of 

those who cannot find work ·in the formal labour market find 

employment or engage in informal economic activities in order to 

survive. Others, however, do so out of choice. The NSSO 1999-2000 
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informal sector data reveals that 92.7 % workers are engaged in 

informal sector activities compared to 91.2% in 1993-94 in SMCA. 

7.3% workers are engaged in formal sector activities compared to 

8.8% in 1 Q93-94 in SMCA. Thus we see that formal sector jobs are 

shrinking day by day and more people are engaging themselves in 

unorganised sectors. 

-/ Inadequate Rural and Urban Development Programmes 

Migration from rural areas is a significant component of the growth of 

l3MCA today. Some of this migration is temporary or seasonal but 

much is also permanent. This migration is in part a reaction to the 

poor standards of living in the rural areas. As it is, rural development 

programmes in North Bengal aimed at providing adequate income 

levels to rural populations have often been ineffective where strong 

policies have been followed up with only weak implementation 

initiatives. Three broad categories of centrally sponsored programme 

are under implementation-(i) Aiming at employment 

generation/ creation of supplementary wages employment; (ii) Creating 

· assets and infrastructure; and (iii) Social welfare I assistance oriented. 

S.G.S.Y comes under category (i) of the above-mentioned types of 

programme and JGSY under category (i) and (ii) both. lAY is under 

category (ii) and NFPS and NMBS; NOAPS are essentially 

welfare/assistance oriented programme i.e. category (iii). District wise 

data reveals that under employment assurance scheme, 57.51% 

employment achieved in 1999-2000 as percentage of targeted and 

only ·1.77% in 2001-2002. The physical performance in 2001-2002 

under JGSY is also declining compared to 1999-2000 (man days 

generated in 1999-2000 is 5.4 lacs and 1.35 lacs in 2001-2002). 

-/ Poor Absorption of Migrants and Immigrants into Urban Life 

Attraction to urban amenities and promises of higher income levels 

motivates intra and inter district migration and also encourages rural 

people to migrate to SMCA. However, many immigrants and most 
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rural migrants do not have the education or skills to compete 

effectively in the formal labour market. As a consequence, they take 

up informal economic activities and reside in informal settlements. 

Urban development programmes have tended to focus strongly on 

infrastructure development to the neglect of economic and social 

programmes to help immigrants and migrants adapt to urban 

conditions and particularly to the fully monetarised system of urban 

life. The slum population in SMCA has grown immensely during 1991 

(46200 persons) [census 1991] to 2001[census· 2001] (168217 

persons). The decadal growth rate of slum population in SMCA during 

19991.-2001 is 264.10%. The area under slum also increased from 

3.02 square kilometer in 1991 to 7.82 square kilometer in 2001. The 

literacy level in SMCA shows higher percentage compared to west 

Bengal both in 1991 and 200 1. It is evident from the Table-3. 2 that 

the literacy level of the people living in slums is much lower than the 

people of non slum area. The rate of growth of literacy rate (24.50%) in 

SMCA is much lower than the rate of growth of population in SMCA 

(118%). 

Table-3.2 
Literacy Level (percentage)_ 

1991 2001 

West Bengal 57.70 68.64 

SMCA 63.70 79.31 

Slum area 23.70 25.69 

(SMCA) 

Non slum 65.14 83.37 

area (SMCA) 

Source: population census 1991 and 2001 . 

../ Informal Sector Participation to Supplement Income 

Inflation can result in income levels in the formal as well as the 

informal economy no longer being adequate to maintain a decent 
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standard of living or even threatening the survival of urban families. 

Confronted with this situation, people often turn to part-time 

participation in informal economic activities to augment their 

incomes. 'Moonlighting' is very common among government/ semi 

government personnel in SMCA, including functionaries and teachers, 

who resort to out-of-hours second jobs or to selling goods during office 

hours and so on. 

Box-3.2 

Income Supplement from Secondary Occupation 

I am forty five years old man born in Coochbehar. I migrated to 

Siliguri at about twenty years back, permanently. I live with my wife 

and three children at deshbandhupara. I am now working as a typist 

in a private tea company located at khalpara, Siliguri. My schedule 

working time started from lOam to Spm each day except Sunday. I 

have only been paid three thousand rupees per month. My income 

from .Tea Company as a typist makes up about 60% of my family 

expenditure. To cover the rem~ining expenditure of my family I have 

started working as an accountant for different shops. My work as an 

accountant begins from 6pm to lOpm daily and whole day in 

Sundays. Sometimes· I take the assignments to homes and work out 

there. From this occupation I usually earn Rs.2000 to Rs. 2500 per 

month. In this way I somehow maintain my family expenditures and 

feed, dress and educate my children. 

-/ Complicated Bureaucratic Procedures 

There are many cases where entrepreneurs working in the informal 

sector expand their operations and are in a position where they can 

and should become registered and in general qua,lify to become 

'formal sector' operations. In some cases, entrepreneurs are offered 
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various incentives to register that are to their advantage. However, 

becoming registered can also incur significant costs to enterprises. 

Obtaining the necessary permits from local authorities is often an 

unnecessarily complicated and lengthy process and can be an 

additional deterrent. Because it takes too much time to follow up. 

papers from local authorities, some informal sector operators opt to 

remain informal. This is the case in SMCA, where workers report 

that obtaining permits and licenses is cumbersome. Box-3.3 

represents a collage of complaints given by workers interviewed for 

this study. 

Box-3.3 

Bureaucratic Problems Faced 

1. I sell detergent (cloth), phenyl in the markets of SMCA. Till now, I 

am producing these products in a small scale . with manual labour 

(informally). Now the demands of my products are increasing day by 

day. I am planning to start the business in a large scale and for that I 

have to install machine. But the administration works with a lot of 

bureaucracy. They hassle me by demanding pollution clearance, 

municipality perm1ss10ns, company seals, business registrations 

which involves various payments. 

2. I have opened an ice-cream, Xerox, stationeries shop. The mmn 

difficulty I faced bureaucratic hierarchy for license and perinits. 

3. I have the permission from the Bidhan market administration to 

sell flour in the market. I have to give sample of the flour to the 

hygiene authority each time so that I can get permission to sell it. I 

also pay a daily tax. I really don't understand what this tax is for. 
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