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From the informal to the formal economy: 

Skills initiatives in India

which were implemented for improving the skills of informal economy workers. The chapter 
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A third reason why informality is the enemy of inclusive growth is that it undermines public 

then describes what the skills development ecosystem looks like at present, discussing its 

such a large and growing labour force, including informal workers. The chapter argues that 

training being imparted, as well as the mismatches between the supply and demand of 

three case studies of skilling programmes that cater to informal workers, even though at 



it will never come back because the society becomes an ageing one, and the working-

challenge.

India is the third-largest economy in the world in purchasing power parity terms and the 

the skills of the labour force will need constant upgrading if the pace of economic growth, 

and especially its inclusiveness, is not to be compromised.

workers, they will turn to greater levels of imported technology and inputs, which is likely 

to be capital intensive and which is already happening in India. This path will lead to greater 

services sectors.



This conundrum can be easily resolved by ensuring that informality and its concomitant 

poor skills base in the workforce does not become a constraint upon inclusive growth. If 

workers, informality can be sharply reduced. Then the main or binding constraint upon the 

the challenge it poses to Indian policy-makers.



 

Most workers who are illiterate are either casual workers or in self-employment, usually 

found in informal work.

 The good news is that the share in the workforce of persons with 



Thus, the services sector accounts for the majority of workers with some tertiary-level 

education, including those with a technical education. For example, more engineering 

graduates from the prestigious Indian Institutes of Technology end up in finance and 

other services, while manufacturing and non-manufacturing employment accounts for 

less than a third of all technical education graduates who have employment.

sharply over the past two decades, there was sudden government interest in increasing 

agriculture sectors. 



 enrolling in senior secondary school, for a total 

are openly unemployed. 

informal sector. 

The analysis now turns to the skills ecosystem to understand what the problems are with 

available.



ministries.

sector has grown hugely. Its involvement in skills development, however, has not grown 

compulsory

services

clear disconnects between skills and knowledge. 



of

regular industry complaints of non-relevant curriculum. Not surprisingly, employers have 

only indicates the business opportunity for private service providers in skills development. 

training by private sector providers.  The result was that overnight, a large number of 

providers emerged due to what they saw as huge market opportunity for skills training, on 

training partners were to be accredited by new private-sector bodies, called sector skills 



 which envisaged a common standard for skills 

to have been prepared with industry involvement. Not surprising, the employment or 

many of their trainees have ended up in the informal economy.

industry

model, but no market-led model has followed, and they remain dependent on government 

funding. 

understood well by employers or training stakeholders. 

training has 

framework should have in the skills ecosystem.



training students, while all the other ministries combined trained 42 per cent of the 

 have set up their own training centre and trainers to meet the 

perceived skill needs of their sectors.

The nine other ministries  do not have any training infrastructure and conduct only short-

the skills problem in India. 



the skills 

cent or so had had some teacher training. Another third of all ITI instructors were those 

per annum.



informally. 

be tested and any gap in terms of process, professional knowledge, professional skill, 

core skill and responsibility should be determined.

2. 

competency units.



4. 

mobility and lifelong learning.

needs of the informal sector, such as community polytechnics. 

a result, community polytechnics were started under a direct central assistance scheme 

 

workers. It targets adults and youth who have migrated from rural areas as a district-level 

courses is shorter than courses in an ITI.

implements the scheme. 



number of youths to take up outcome-based skills training and become employable. A 

 

• 

trained and placed.

• 

determine the outcomes and whether it was serving the twin purposes of providing 

• 

• 

• 



competency-based courses that could provide employment to youths and meet the 

public resources.

independent assessing bodies, which are not involved in the training delivery.

to meet the demand for skills in the services sector, given that is the fastest-growing sector 

the network of ITIs. It also was necessary to run these courses because not many of the ITIs 



were in rural areas.
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Most trainees are hired by private employers, and, as intended, three-fourths of them are 
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programmes.

 who did not 

 The results indicate that 

complete the training and youth of same age and socioeconomic background, such as friends or neighbours of 

 In this case, separate regressions were run, with a matched control group for each programme.



 the analysis suggested that 

 

guidelines for these government programmes mandate third-party assessments and 

assessments has the advantage of a lower cost and a more rapid process, the absence of an 

is useful to feed into strategies to improve outcomes. Most importantly, short-term training 

inclusiveness in the economic growth process by preparing workers to enter formal work of 



awarded.



will have to compensate industry for this service, and this process must be facilitated by the 

government bodies at the state level.





Conclusion

social insurance for a growing share of informal workers will strike at the heart of informality 
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