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POLICY BRIEF

The informal sector in Bangladesh accounts for a
major share of employment and livelihoods,
engaging millions of workers across diverse
industries. Despite their significant contribution to
the economy, these workers operate outside formal
legal and institutional frameworks, limiting their
access to rights, protections, and social security.
Recognizing this gap, Karmojibi Nari (KN), with
support  from  Friedrich-Ebert-Stiftung  (FES),
commissioned Adhuna Bangladesh Ltd. to
undertake this study between September and
November 2024. The study had two core objectives:
first, to map the dynamics of informal employment
by identifying major sectors, types of work, and the
conditions under which workers are engaged; and
second, to examine relevant national and
international legal regimes to generate policy
recommendations for integrating informal workers
into a legal framework. A mixed-methods approach

Mapping of Informal Sector Workers in Bangladesh:
Challenges, Opportunities and Policy Implications

was used—surveys, interviews, FGDs, and case
studies—covering 768 workers across all divisions
of Bangladesh.The findings highlight both the
vulnerabilities and resilience of tinformal workers,
pointing to systemic barriers as well as
opportunities for reform. This policy brief draws on
those insights to inform dialogue and strategies
that can strengthen protections, expand social

security, and recognize the contributions of
informal sector workers within the national
economy.

The informal economy covers self-employed

workers such as street vendors, petty traders, and
subsistence farmers, as well as waged domestic
and seasonal agricultural workers. These workers
often face low wages, unsafe conditions, and lack
of social protection, with challenges compounded
by gender, migration status, and other forms of

1 The study followed the definition as the 15th ICLS (1993) refers to production units consisting of unincorporated enterprises owned by households, including
own-account enterprises and informal employers’ enterprises. These enterprises are typically small and not registered under formal legal frameworks (ILO, 1993). The
17th ICLS (2003), includes all remunerative work—whether self-employment or wage-based—not covered by formal legal or regulatory frameworks. Informal workers
lack secure employment contracts, social protection, workers' benefits, and representation (ILO, 2003).




discrimination. Globally and in Bangladesh, women
are more involved in the informal sector. According
to LFS 2022, women comprise 35.29% (25.78
million) of the 73.05 million labor force, with most
employed in crop agriculture or unpaid family
work—forms of employment particularly vulnerable
to exploitation and invisibility.

WOMEN IN INFORMAL EMPLOYMENT AS
A PERCENTAGE OF TOTAL EMPLOYMENT

95%

® STREET VENDORS

e PETTY GOODS AND SERVICE
TRADERS

SUBSISTENCE FARMERS
SEASONAL WORKERS
DOMESTIC WORKERS
INDUSTRIAL OUTWORKERS

89%

59%

Figure 1 Women in informal employment globally (UN Women, 2015-16)

Legal and Policy Framework:

Bangladesh’s labor policies have
evolved from the British-era Factory
Act (1881) and Pakistan-period
regulations to the Bangladesh Labor
Act 2006 and subsequent
amendments, alongside EPZ-specific laws. While
these frameworks advance formal-sector rights,
informal workers—who make up around 85% of the
workforce—remain largely unprotected. The
Constitution and policies such as the Five-Year
Plans and National Industrial Policy 2022 recognize
the informal sector and aim to promote
formalization, social protection, and productivity.

Key gaps persist, including the lack of
comprehensive legal recognition, weak
enforcement of labor standards, limited

unionization, and inadequate coverage of wages,
occupational safety, and social benefits. Multiple
ministries and agencies—MoLE, Social Welfare,
National Pension Authority, NSDA, PKSF, SME
Foundation, and the Bangladesh Labor Welfare
Foundation—provide fragmented support, but
coordination gaps and low awareness hinder
effectiveness. During the study period, a Labor
Reform Commission was formed to recommend
reforms for fair wages, democratic labor laws, and
stronger protections, emphasizing the need for
integrated, inclusive approaches for Bangladesh’s
largest labor force.

International Instruments:

Global frameworks like the SDGs and
the New Urban Agenda call for
inclusive growth and recognition of
informal workers. Bangladesh has
ratified 35 ILO conventions, including
core ones on freedom of association (C87),
collective bargaining (C98), and child labor (C182).
Yet, major gaps remain. Bangladesh has not ratified
C177 (Home Work), C189 (Domestic Workers),

C190 (Violence and Harassment), or
Recommendation 204 (Transition from Informal to
Formal Economy). Closing these gaps and

enforcing existing standards are urgent steps to
secure fair wages, safe work, and protection for
informal workers.

Global experience shows that extending social
protection to informal workers requires flexible
schemes, shared contributions, and strong
partnerships with worker organizations. Sri Lanka’s
SSBSL provides sector-specific pensions and
welfare; India runs multiple pension, insurance, and
livelihood programs for “unorganized” workers; and
the Philippiness SSS ensures comprehensive
coverage for employees, self-employed, and
overseas workers. These models highlight inclusive,
diversified approaches to reach excluded groups. In
Bangladesh, the NSSS and universal pension
program mark important steps, but low awareness
and uptake limit their effectiveness.

Study Findings

The study surveyed 768 informal sector workers
across all divisions of Bangladesh. Dhaka (19.9%),
Chittagong (18%), Rajshahi (15%), and Khulna
(14.1%) together account for 67% of respondents,
reflecting concentration in major economic and
industrial centers. Other divisions include Barisal
(10%), Rangpur and Sylhet (9% each), and
Mymensingh (5.1%), indicating relatively balanced
national coverage.

m Barisal ® Chittagong ® Dhaka mKhulna

= Mymensingh

® Rajshahi

®Rangpur m Sylhet

Figure 2 Survey areas




Socio-Economic Profile of Respondents

Most respondents are aged 25-44 (69%), forming a
young to middle-aged workforce. The workforce is
predominantly male (77.2%) and married (84.9%),
with low educational attainment—over
three-quarters have no schooling or only primary
education, particularly among women. A majority
live in rural areas (64.3%) and were born in their
native villages (72.7%). Internal migration is
primarily work-driven (63.8%), mostly occurring
within the past 18 years. Other reasons cited were
access to small business opportunities, better
income and improved living conditions, marriage,
and children’s education [Figure 3]

M Small Business

M Better income
Improved Living Conditions

B Marriage

M Children Education

Getting Work

Figure 3 Reasons for migration

Informal Sector
Diversity

Bangladesh’s informal sector covers a wide range of
work, from agriculture and livestock to crafts, food

and beverage, retail and sales, transport,

Dynamics & Occupational

construction, manufacturing, and domestic services.

Occupational Participation (Top Roles):

Street vendors (7.7%) make up the largest group,
followed by rickshaw pullers and tailors (4.2%
each). Construction workers (3.5%), electricians and
small-scale manufacturers (3.0% each),
cobblers/shoemakers and transport workers (2.9%
each) also represent notable shares. Agricultural
labor (1.4%) and domestic workers (1.3%) are
smaller but significant groups. Other roles include

barbers, day laborers, cleaners, and security guards.

Secondary Occupations:

Agriculture is the main secondary income source
(12.5%), while others supplement earnings through
domestic work, rickshaw pulling, construction,
tailoring, small-scale manufacturing, and street
vending. Overall, around 450 occupations exist in
the informal sector, as found during survey, with the
majority of workers concentrated in retail and sales,
agriculture and livestock, food and beverage,

transport, and crafts. Gender divides are clear: men
dominate agriculture, construction, transport, and
manufacturing, while women are more active in
crafts, food vending, retail, and domestic services
such as cooking, childcare, beauty work, midwifery,
and handicrafts.

= Contractual
® Day Labor
. Self-employed/ own business

= Family-based Labor
" Partnership Business

Figure 4 Basis for current employment

Work Environment & Nature of Work

Most informal workers in Bangladesh are
self-employed or run small businesses (73.3%), with
21.7% on contractual basis and few in regular or
family-based labor. Formal agreements are
rare—only 0.4% have written contracts, however
could not provide any proof, while 20.6% rely on
verbal arrangements, highlighting widespread job
insecurity (Figure - 4). Work experience is typically
short to medium term, with 55.5% having 1-9 years
and 29.6% 10-19 years in their current work.
Working hours are long, with the majority laboring
7-12 hours daily and some up to 16 hours.

Key challenges:

® No guaranteed income (26.8%); Health risks
(15.7%); Unsafe working conditions (12.3%);
Lack of access to social security (12.3%); Lack of
legal recognition (11.2%). Other issues:
harassment, disrespect, exploitation.

® Work location mobility: 52.3% never change
location; 23.9% change daily; economic
necessity is the main driver of relocation.
Factors for changing location:

® Searching for new work (27%); Lack of regular
work (24%); Increasing sales (21%); Seasonal
work (15%); Pressure from authorities (12%).



Key Observations:

Seasonal work and daily wage variability affect
income, particularly in agriculture and street
vending. Access to formal financial services is
limited; reliance on informal loans and community
savings is common.

Economic vulnerability: Low income and savings
leave workers exposed to emergencies and shocks.
Financial inclusion needs: Tailored micro-savings,
low-threshold pensions, and flexible insurance
options are critical.

Policy focus: Promote income stability via skills
development, access to credit, and formalization of
informal work.Social protection: Urgent need for
universal social safety nets to reduce dependence
on informal credit and enhance resilience.

Maternity Allowance (20.8%). Other supports,
including for widowed women, persons with
disabilities, and marginalized groups, are limited.

Barriers:

Key obstacles include lack of knowledge (38.8%),
influence of powerful individuals (17.6%), complex
application  processes (16.8%), and social
marginalization (10.7%). Many respondents are
unaware of available schemes, including the
universal pension.

Income, Expenditure and Savings

Most informal workers in Bangladesh earn modest
incomes, with over 70% earning less than 20,000
BDT per month. Household expenditures generally
range between 10,000-19,000 BDT, leaving limited
room for savings. Reflecting low financial resilience,
69% of workers save 1,000 BDT or less monthly,
highlighting vulnerability to economic shocks and
the need for targeted social protection and financial
inclusion measures.
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Figure 5 Average monthly savings in Taka

Skills Training and Support for Growth
Awareness and participation in skills programs
among informal workers are very low, with only
19.3% aware and 1.6% having participated, yet
44.7% expressed interest in training. Access to
finance relies mainly on informal sources, such as
local associations (40.4%) and individuals (27%),
while formal institutions play a limited role. Key
needs for business growth include financial grants
(49.5%), low-interest loans (30.7%), and skill
development (11.6%). Awareness of social
protection is also limited, as 87% of respondents
were unaware of the Universal Pension Scheme,
indicating an urgent need for targeted information
and capacity-building initiatives.

Access to Social Protection
Current access: Most common benefits received by
families include Old Age Allowance (56.6%) and

Key Observation:

Current social protection schemes mainly target
vulnerable and poverty-driven populations, leaving
informal workers largely uncovered. Efforts under
the National Social Security Strategy (NSSS) and
proposed universal social insurance/pension
schemes offer opportunities to extend protections
to informal sector workers, emphasizing the need
for awareness-building, accessibility, and
inclusivity.

Service providers:
Union Parishads are the main local institutions
delivering services (75.3%), followed by City
Corporations (14.4%) and Department of Social
Services (10.3%).

Awareness of Rights

Most recognized rights:

Weekly holidays and working hours (33.3%) and
safe working environments (26.7%) were the most
widely known.

Lower awareness areas:

Overtime pay (15.6%), breaks and rest periods
(12.8%), and maternity benefits (10.4%) showed
limited knowledge.

Limited awareness:

They have limited knowledge about overtime pay
(15.6%), breaks and rest periods (12.8%), and
maternity benefits (10.4%).

Legal protections for informal workers:
Generally low; many participants were unaware of
labor laws, social protections, or entitlements.

Dispute resolution:
Informal settlement or neglect is common; workers
often lack recourse for unfair practices.

Key Observation:

There is a pressing need for awareness-building
campaigns, legal literacy programs, and
mechanisms to protect and enforce informal
workers’ rights.




Examples of exploitation:

o Female workers in Sylhet faced denial of
employment for asserting rights; verbal
contracts in Khulna exposed workers to unfair

practices; maternity leave was frequently denied.

0 Access to services: Limited healthcare,
education, and social support; sporadic
government assistance through local authorities.

Security-related rights: Awareness was relatively
o higher for rights to police support during
emergencies, but other legal rights

literacy, facilitating affordable credit, and
supporting collective organization to empower
informal workers.

Inclusive reforms and institutional support for
informal workers are crucial to build a just, resilient,
and dignified labor system that safeguards rights
and strengthens Bangladesh’s workforce for
sustainable economic development.

Policy Suggestions from Informal Workers (Respondents)
Respondents prioritized financial support (35.7%),
price reductions for essentials (23.2%), low-interest
loans (12.5%), and healthcare/medical support
(10.7%). Smaller shares highlighted skill
development (7.1%), workplace safety (5.4%), and
legal recognition (4.5%). Workers emphasized
formalization of rights, fair wages, pensions, and
collective bargaining through unions. Key policy
actions include awareness campaigns, simplified
business registration, minimum wage frameworks,
targeted skill training, worker cooperatives,
sector-specific safety regulations, and coordinated
efforts among government, NGOs, and trade unions
to strengthen inclusion and protection.

Policies must combine financial support, skills
development, legal recognition, and social protection,
alongside awareness-building and institutional
coordination, to improve the livelihoods, rights, and
security of Bangladesh’s informal workforce.

Informal Employment in Bangladesh -

A Persistent Reality

Informal work dominates Bangladesh,
encompassing around 85% of the workforce across
diverse sectors and nearly 450 occupations.
Workers face insecure employment, long hours, low
and unstable incomes, limited social protection,
and hazardous conditions, with women and
children particularly vulnerable. Despite policy
recognition and institutional initiatives—such as the
NSSS, targeted insurance schemes,  skill
development programs, and support from MOLE,
Social Welfare, NSDA, PKSF, SME Foundation, and
the Universal Pension Authority—coordination
gaps, weak enforcement, and low awareness limit
effectiveness. Key legal gaps include the
non-ratification of ILO Conventions 188, 189, 190,
and Recommendation 204. Policy priorities include
formalizing work, expanding social protections,
enforcing labor laws, improving skills and financial

Policy Recommendations:

Advancing the Rights and Protections of
Informal Workers

This study underscores the critical role of informal

employment in Bangladesh’s socio-economic landscape

and the urgent need for inclusive policy and legal

reforms. To ensure decent work, dignity, and economic

security for informal sector workers, the following

thematic recommendations are proposed with suggested

lead ministries and agencies identified for each:

1. Legal and Policy Reforms

e Recognize informal workers in the Labor Laws:
Amend the Bangladesh Labor Act 2006 to
explicitly include domestic, home-based,
transport, waste, and other informal workers.
(Ministry of Labor and Employment)

e Ratify key ILO conventions: Prioritize ILO
Conventions 177, 188, 189, 190, and implement
Recommendation 204 for transitioning informal
workers to formal employment. (Ministry of
Labor and Employment)

e Update national labor policy: Incorporate
gender, age, disability, and migration-sensitive
provisions aligned with informal sector realities.
(Ministry of Labor and Employment)

. Expand Social Protection & Welfare

e Accelerate implementation of the National Social
Security Strategy (NSSS) targeting vulnerable
informal workers. (Lead: Cabinet Division, Ministry
of Finance; Ministry of Labor and Employment)

e Promote universal pensions and social insurance
with voluntary and subsidized enrollment.
(Cabinet Division, Ministry of Finance)

e Develop worker ID and registration systems in
partnership with unions and local authorities to
enable access to benefits and legal support.
(Ministry of Labor and Employment)

3. Strengthen Institutional Coordination and Governance

e Establish a permanent Labor Commission with
inclusive representation to oversee reforms.
(Ministry of Labor and Employment, Chief
Advisors Office)
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Form a National Informal Workers Council for
multi-stakeholder  monitoring and  policy
guidance. (Ministry of Labor and Employment,
Chief Advisor’s Office)

Build local government capacity to identify and
deliver services to informal workers. (Ministry of
Labor and Employment; Local Government Division)

Revise MoLE’s organizational structure to create
dedicated units addressing informal employment.
(Ministry of Labour and Employment, Cabinet
Division, Chief Advisor’s Office)

. Promote Skills Development and Economic Inclusion

Expand access to informal sector-specific
training through NSDA. (Ministry of Labor and
Employment)

Implement Recognition of Prior Learning (RPL)
to certify skills and improve mobility. (National
Skills Development Authority)

Support entrepreneurship with access to finance,
marketing, and incubation, especially for
women, youth, and PWDs. (Ministry of Women
and Childdren affairs, Ministry of Youth and
Sports, Ministry of Finance, Bangladesh Bank,
SME Foundation, PKSF, Schedule Banks)

. Improve Working Conditions and Labor Rights

Ensure occupational safety and health (OSH) for
high-risk informal jobs. (Ministry of Labor and
Employment)

Introduce sector-specific minimum wages in
consultation with worker groups. (Ministry of
Labor and Employment)

Prevent exploitation and violence through
grievance redress mechanisms and legal aid
centers. (Ministry of Labor and Employment,
Ministry of Law and Parliamentary Affairs)

. Enhance Data and Evidence Generation

Institutionalize informal sector statistics via BBS
surveys. (Planning Commission, Bangladesh
Bureau of Statistics, Ministry of Labour and
Employment)

Map labor market trends with research
institutions, unions, and NGOs. (BBS, Research
Institutes, NGOs)

Develop a digital labor registry linking skills,
income, occupation, and social protection.
.(Ministry of Labor and Employment)

7. Strengthen Worker Representation & Voice

8.

Support unionization and cooperatives in
informal sectors. (Ministry of Labor and
Employment)

Build trade union capacity for organizing,
negotiation, and gender-inclusive
representation.  (Ministry of Labor and

Employment, NGOs)

Enable worker participation in policymaking for
reforms and program design. (Ministry of Labor
and Employment, NGOs)

Promote Gender-Responsive & Inclusive

Approaches

These measures collectively aim

Mainstream gender equality through audits and
policy indicators. (Ministry of Labor and
Employment)

Invest in care infrastructure to facilitate women’s
workforce participation. (Ministry of Labour and
Employment, Ministry of Social Welfare,
Ministry of Women and Children Affairs,
Ministry of Youth and Sports, Ministry of Health
and Family Welfare)

Address child labor through school-to-work
transition programs and enforcement of labor
laws. (Ministry of Labor and Employment,
Ministry of Education, Ministry of Social
Welfare, Ministry of Home Affairs)

to enhance

informal sector workers’ social and legal protection,

improve

working conditions, and empower

workers—particularly women and marginalized
groups—toward a just, inclusive, and resilient labor
system in Bangladesh.
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