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I_NTRODUCTJON 

In pursuance of one of the recommendations on labour' policy in the 
Second Five-Year Plan, the Government of India, Ministry of Labour and 
Employment, set up vide their Ord.er No. Land E-3(5)/57 dated 3rd August 
1957, a Study Group consisting of the following :- · 

1. Shri V. K. R. Menon, 
Director, 
International Labour Office (India Branch), 
NEW DELHI. 

2. Colonel v. M. Albuquerque, 
Director General, 
Employees' State Insurance Corporation, 
NEW DELHI. 

3. Shri S. N. Mubayi, 
Central .Provident Fund Commissioner, 
NEW DELHI. 

4. Shri B. N. Datar, 
Deputy Secretary to· the Government oflndia, 
Ministry of Labour l)nd Employment, and 

Chairman 

Director, Labour & Employment, Planning Commission, 
NEWDELHl. 

5. Shri S. Krishnamurty, 
Research Officer, 
Office of the Controller oflnsurance, 
Kennedy Cottage, 
SIMLA. 

6. Shri K.K. Bhargava, 
Insurance Commissioner, 
Employees' State Insurance Corporation, 
NEW DELHI. Member-Secretary 

2. The Group records with deep regret the death of Shn K.K. 
Bhargava on the 24th February 1958. It also places on record the valuable 
services which he rendered to the work of the Group. 
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3. With Government's approval, the work of Member-Secretary 
was, in consequence of Shri Bhargava's death. entrusted to Shri S. Krish
namurty. But after a short while, the Ministry of Finance expressed their 
inability to release Shri Krishnamurty from his headquarters at Simla in 
view of pressure of urgent work in his own Department. It was only at a 
much later date that the assistance of Shri S.P. Jain, who since joined as 
Actuary in the Office of the Director General of the Employees' State Insu
rance Corporation, could be made available as Member-Secretary of the 
Group. These relatively unimportant matters of detail arc mentioned at 
least to show that they constituted one major, though unavoidable, reason 
why the Group took considerably more time to complete the work than was 
originally provided for. 

4. The Study Group (hereinafter referred to as the Group) was to
(a) examine the experience gained by the working of existing 

social security schemes; 
tb) study how these schemes and any other privileges given to 

workers could be combined in a comprehensive social security 
scheme; 

(c) work out the administrative details of such an integrated 
scheme; 

(d) examine whether, without any appreciable increase in the 
total liability of employers and workers, additional advan
tages can be given to the working class; and 

(e) examine and make recommendations regarding conversion, 
wholly or partly, of the present provident funds into suitable 
pension schemes as envisaged in the Second Five-Year Plan. 

5. Unlike a Commission or Committee, where questionnaires are 
issued and evidence taken before conclusions are reached, the Group felt 
.that its work should be on the basis of data and other information already 
available--including memoranda and other notes addressed to Government 
in the past by the different interests concerned in regard to the working 
of the social security measures now in operation. Any other procedure 
would have further prolonged the work of the Group. We have no doubt 
that this Report will, in due course, be discussed at a tripartite meeting or 
conference. Any lengthy discussions by the Group itself would have, in 
the circumstances, proved even superHuous and we felt it would be prefer
able to confine the report mostly to technical aspects. If every suggestion 
made from every quarter has not been fully discussed in this Report, 
this does not mean that the question was not fully considered. The omis
sion is rather due to the Group's desire to keep the Report as short as 
possible. When dealing with the working of the different legislatiVe enact
ments, the main points of criticism in regard to each have been summarised 
and, where appropriate, remedial action suggested. We may, however, 
deal with a few important points here. 
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6. There seems to be an impression in some quarters that integration 
of the diff~rent schemes will release funds which would be sufficient to 
provide extended benefits or new forms of benefit without requiring any 
further levy on the employers or workers. The fact that the administra
tive costs are at present only equal to a small percentage of the contributions 
will itself show that this assumptoin is wholly incorrect. Even if we assume, 
for the sake of argument, that administrative costs are reduced to zero, 
the savings would still be insufficient, by themselves, to rrovide any subs
tantial additional or new benefits. We are, however, recommendinj: inte
gration to the limit possible as we are satisfied that this will result in added 
convenience to both employers and workers. 

1. There is a feeling among workers that they are not getting the 
full worth for the contributions made by them to the E.S.T. Scheme as also 
a resentment that, at present, the workers are c<"ntributing about double 
what the employers do though, if the maximum rates permitted in the 
Act were realised, the position would be the reverse-the employer contribu
ting per worker double what the worker himself does. There is considerable 
force in both these complaints and our recommendations take the>n fully 
into account. We have recommended that the levy of contributions from 
the employers should be raised to the maximum statutory lhrit without 
further delay and also shown that unless this is done, it would not be possible 
to provide for the benefits on the scale that the legislation really intended. 
This and our other major recommendations appeared in the Press some 
months back and we are aware that since then, representations have been 
made that there should be no increase in contributions till the existing large 
surpluses (in the E.SJ. Corporation's funds) are spent up. While we have 
shown later that these surpluses wi.i disappear as SC'on as the CorpNatkn 
seriously starts its capital works programme of construction of hcspitals 
etc., even on the minimum standards, we would like to emphasis• a print 
here, even at the risk of repetition. It would be unfair to expect those res
ponsible for the administration of the Corporation to frame and proceed 
with clear forward planning without an assurance that the requisite finances 
will be forthcoming. Any standard of hospital buildings, equipment, etc., 
adopted, say, at Kanpur sh•JUld be such as can be adapted to every other 
city or area in India to which the Scheme applies. It would, therefore, be 
extremely risky for the Corp~ration tJ start on a serious forward programme 
by merely feeding on the accumulated fat. It is our general belief that 
among the many reasons why the Corporation has not been able to accom
plish so far all that it should have done, at least one reason has been a state 
of uncertainty as to the future. We hope that whatever might have been the 
effect of this in the past ten years, there will be no occasion for repetition 
of this in the next five years. 

8. In regard to the other major enactment, the Provident Fund 
Schemes, the objertions raised are mostly minor and have been dealt with 
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later. The major obje:tion from the workers is that Provident Funds are 
no effective substitute for a Pension Scheme. We entirely agree with this 
view and have made a recommendation for substituting the present schemes 
by one of old age and survivorship pension. Indeed, this is the major single 
recommendation in this Report. 

9. Some of our recommendations, particularly in regard to improve
ments in certain matters, as for example, provisions relating to duration and/ 
or quantum of sickness and maternity benefits etc. have, we understand, 
already been independently considered by the E.S.I. Corporation. In such 
cases, where the issues have still not been implemented, we hope that our 
endorsement of the same recommendations might, to some degree, facilitate 
their early implementation. 

10. The Report does not deal with unemployment relief in any form. 
The Group is aware that the present provisions in the Industrial Disputes 
Act relating to eompensatbn on retrenchment and lay-off, by no means, 
constitUte a perfect remedy. But chronic unemployment in general is a 
problem that has been baffling the country for decades. Though we re
cognise that the case for some relief to those who were in employment and 
are thrown out is distinguishable from the many more that never had a 
regular employment at all. A factor which has aggravated the situation 
during the last year or two has been the closure of working units. Some 
closures are admittedly due to mis-management, or, at least, inefficient 
management. The compensation payable under the Act, even if this can be 
realised in such cases, will, at the most, be only a temporary relief. New 
avenues of employment may not be easily available. The more satisfactory 
solution is to find means of avoiding closures where the causes are remediable. 
But this will require some funds to be built up to provide ways and 
means for keeping such units running till an independent enquiry and actual 
working during this period show conclusively whether or not the unit can 
continue to run reasonably satisfactorily. Even in some industrially advanc
ed countries, there is statutory provision requiring industrial units to 
build up 'crisis reserves' for such emergencies. The Group feels that this 
would be a more practical approach than merely doling out pure relief to an 
infinitesimal section of the total unemployed population. This, however, 
requires an intensive study. Even the scanty information regarding the 
•crisis reserves' came to the Group's notice only very lately. The recent 
rep 3rt of th&Textile Enquiry Committee also advances some good guidance 
points in this directio'}'. If Government so wishes, the Group will be quite 
willing to undertake this study separately, with suitable expansion of the 
Group, if necessary. 

11. The Group held a number of meetings to discuss various aspects 
of the question. Its general approach was to consider first, the schemes in 
operation in the country at present which could be considered as falling 
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within the ambit of social security; secondly, to discuss the lacunae in the 
present schemes in the light of the experience gained in the country as well 
as the experience and trends in the development of similar schemes in other 
countries; thirdly, to examine both the feasibiilty and desirability of inte
gration from the point of view of the various parties concerned; fourthly, 
to suggest solutions to the practical difficulties that may have to be encoun
tered even where integration is both feasible and desirable; and, finally, 
to evolve as comprehensive and well-knit a scheme of social security as is 
feasible in the present conditions of the country along with some details 
of the administrative structure that will be required for its implementation. 

12. The orthodox form of Reports of this type is to state the Con
clusions and Recommendations towards the end. The Group felt, how
ever, that as its recommendations do not, in terms of benefits or the inci
dence of costs, involve a wide depar~ure from what are involved under 
existing conditions, the Report could be made shorter and more effective 
by stating the Conclusions and Recommendations immediately follo\1 ing 
upon this Introduction. 



CHAPTER I 

CONCLUSIONS AND RECOMMENDATIONS 

13. Under existing conditions, any Jarg~ extension of sccial security 
measures will not be possible either in terms of coverage or actual benefits. 
The aim should be to improve upon existing measures and to simplify admi
nistrative procedure, restricting additional financial levy for the time being, 
to what is required for this limited purpose. 

14. (a) Existing enactments providing for some form of social security 
or social insurance in the accepted sense are : 

Act Contingencies Provided for 
(i) Employees' State Insurance Medical care and treatment, sickness 

Act. benefits, maternity benefits, employment 
injury including invalidity and depen
dants' pensions where death arises as a 
result of employment injury. 

lii) Employees' Provident Funds 
Act, Coal Mines Provident 
Fund and Bonus Schemes 
Act and Assam Tea Planta-
.tions Provident Fund Scheme Old age or death while still in service. 
Act. (The scheme of old-age 
pensions introduced in the 
Uttar Pradesh is left out of 
account for present purposes). 

(iii) Coal Mines Labour Welfare Memcal care and treatment. 
Fund Act, and Mica Mines 
Labour Welfare Fund Act. 

lb) Existing enactments providing for relief in certain contingencies 
but which are not measures of social security in the accepted sense as the 
liability in each case is placed directly on the individual employers : 

Act Contingencies Provided for 
(i) Workmen's Compensation Compensation in the form of single 

Act. lump sum payments in case of perma
nent disability or death resulting there
from and periodical payments in case of 
temporary disability. 



(ii) Plantations Labour Act. 

(iii) Maternity Benefit ·Acts . of 
State Governments and 
Mines Maternity Benefit Act. 

(iv) Industrial Disputes Act. 

13 

Medical care and treatment, sickness 
benefits, maternity benefits. 

Maternity benefits. 

· Payments in cases of retrenchment and 
Jay-off-a form oflimited unemployment 
relief. 

15. One single agency should be set up--hereinafter referred to as-the 
Organisation-which should as a first step assume administrative respon
sibility for the enactments mentioned on items (i) and (ii) para.- 14 under (a) 
above. In case of workers covered by both the Employees' State Insurance 
Act and one of the Provident Fund Acts, employers will pay to this Orga
nisation in one single payment, the contributions due under beth. Ins
pectorate and supervisory staff will be unified. These and other consequent
ial measures will aim at simplification and added convenience to both 
parties-employers and workers. 

16. The coverage under items (i) and (ii) under 14(a) are not identical 
but the advantages of setting up the Organisation still exist. It should, 
however, be the aim to make the coverage under the two enactments identi
cal as far as practicable and in stages by a prescribed target date. As one 
step towards facilitating this, action should be taken to delete the provision 
in the E.P.F. Act under which newly established factories are exempted from 
its provisions for the first three years. The deletion of this provision is 
necessary for another reason as well. 

11: The present arrangements in respect of item (iii) under 14(a) by 
which the respective Welfare Funds are responsible for medical care and 
treatment of workers in coal and mica mines is working satisfactorily and 
should continue. 

18. The quantum of cash benefits at present granted under the 
J:l.S.I. Act should be augmented as follows : 

(i) Sickness benefit should be payable upto a maximum period of 
13 weeks in any three benefit periods of 26 or 27 weeks each. 

(ii) Extended sickness benefit, at full normal benefit rate may be 
granted in case of tuberculosis, or other prescribed long 
term diseases for a further period of 39 weeks but only to 
such per~ons as have completed at least two years of qualify
ing service. 

(iii) The maternity benefit rate should be raised so as to be equal 
to the full average wage of the insured woman and subject 
to a minimum of Re. I per day. • · 

-~------

• We are slad to note that this has already been done, effective from June, 1958. 
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19. There IS considerable scope for improving the standard of medi
cal care and treatment for workers covered by the E.S.I. Act. The provision 
of medical care and treatment (including hospitalisation) for families of 
workers is urgently needed as it is this omission that has brought in the 
largest and quite legitimate criticism from organisations of wcrkers and. 
individual workers themselves. All thes~ improvements could be providcc;l 
only if substantial additional funds are available. For this purpose, the 
levy on employers should be increased to the maximum that the la,w alread;y 
provides for. The justification which existed for levying contributions 
at lesser rates has, with the considerable extension of the scheme, lost much 
of its force. The standard of medical care and treatment should be greatly 
improved and the scope extended to cover families. In fact, a beginning 
has already been made in this direction. 

20. The enactments relating to Provident Funds have proved a real 
boon to workers covered thereby, in the form of provision for old age. 
But payment in lump sum has obvious disadvantages compared with a 
regular pension scheme. The time is ripe for converting the Provident 
Funds into a statutory Pension Scheme to be administered by the Organisa
tion. A scheme of Old Age, Invalidity and Survivorship Pension-CJJm
gratuity is recommended for adoption. This involves payment of a small 
gratuity sufficient to meet immediate needs and using the rest of the re
sources towards giving the maximum pensionary benefits. Though the 
Assam Tea Plantations Provident Fund Act is an Act of the State Legis
lature, it is hoped that it would be merged in the new Scheme. Otherwise, 
the workers in plantations in Assam would be deprived of a valuable 
benefit. 

21. To provide pensions of reasonable amounts, the resources should 
be augmented by : 

(a) Increasing the present rate of contributions of workers and 
employers to Provident Fund from 6-1/4 per cent. to 8-1/3 
per cent. 

(b) While the statutory amendments and administrative arrange
ments required for the conversion into a Pension Scheme will 
take time, the increase of Provident Fund contributions (to 
8-1/3 per cent) should be given immediate effect by amend
ment of the rules under the respective Acts. Delay in effect
ing the increase will adversely affect the insured workers as 
a year of contribution at the existing rate (6-1/4 per cent) 
will be taken as only nine months for reckoning lent;th of 
service. 

22. (I) Translated in terms of percentage contributions the recom
mendations regarding rates of contribution in paras 19 
and· 20 above . imply that as a transitional arrangement 
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rates .for the three classes of factories may be laid down 
as follows : 
(a) For factories, the employees of which would be eligible 

only to the benefits under the Employees' State Insurance 
Act, there will be no change. Their rates of contribu
tion, when raised to the maximum that the Jaw pro-

. vides for, work out to about 4-2/3 per cent. by em
ployers and 2- I /3 per cent. by employees. 

(b) For factories, the employees of which would be eligible 
only to benefits under the proposed Scheme of Old-Age 
Invalidity and Survivorship Pension-cum-Gratuity, their 
rates of contribution will be raised to 8-1/3 per cent. 
by employers and 8- I /3 per cent. by employees. 

(c) For factories, the employees of which are covered for 
the full range of benefits unaer the E.S.I. Act plus the 
proposed scheme of Old-Age, Invalidity, and Survivor
ship Pension-cum-Gratuity, their rates of contributions 
as under (a) and (b) above would work out to about 
13 per cent. by employers and 10-2/3 per cent. by 
employees. 

(ii) In addition, the employees will be liable to pay an adminis
trative charge not exceeding 0.5 per cent. of the total wage 
bill in cases under (b) and (c) above. No separate adminis
trative charge will be leviable in cases under clause (a). 

23. The Workmen's Compensation Act originally provided coverage 
for both workers in organised industry as also in several scattered employ
ments. With the gradual extension of the E.SJ. Act more and more workers 
in organised industry will be governed by this Act. Several cases will still 
remain, particularly of scattered employments where the responsibility 
for payment of compensation will continue to rest with the individual employ
er concerned. A pension scheme can be adopted even in these residuary 
cases by requiring the employer to pay to the Organisation a lump sum 
amount and the Organisation then taking on the responsibility for making 
recurring pensionary payments to the injured worker or his dependants as 
the case may be. Steps should be taken to revise the relevant schedule to 
the Workmen's Compensation Act to increase the present scales of Jump 
sum payments to meet the cost of the new pensionary liabilities. 

24. While the provisions in the Industrial Disputes Act relating to 
compensation on retrenchment and Jay-off have afforded some relief and 
acted as some deterrent to hasty retrenchment, certain unsatisfactory 
features have nevertheless been revealed. The permanent remedy may be 
in the form of a scheme of unemployment benefit but a scheme of this type 
will not be practicable for some time to come. Till then, improvements 
should rather be in the· direction of avoiding closures-and consequent 
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retrenchment, as far as possible, as, e.g., by creation of a fund through 
which industrial units in temporary difficulties can be assisted and ke:t:t 
running where such a course is in the interests of the workers and the public 
interests at large. This subject will be studied and a supplementary report 
submitted if Government so wishes. · 

25. Comparative studies made of some countries in Europe by the 
I.L.O. show that the employer's liability towards cost of social security 
measures for the workers-expressed as a percentage of the wageE-is, in 
many cases higher than what the Group has recommended-this, in spite 
of the fact that adequate standaras of medical care, hospitalisation etc. are 
provided in these countries by the State for the population as a whole 
including industrial workers. 



CHAPTER TI 

ACHIEVEMENTS AND CRITICISMS OF THE 
EXISTING SCHEMES 

26 .. Before considering what changes in benefits should be made, we 
took some account of the social security insurance benefits provided· m other 
countries and the working and progress of the existing schemes in Jnd1a. 
The contingencies against which social security measures in other countries 
are provided conSISt of sickness, maternity, employment injury, invalidity, 
unemployment, old-age or death of the breadwinner. Usually the rates of 
benefits are adjusted to the number of children and dependants of workers. 
The m~asures which provide some kind of protection in the contingencies 
mentioned above in India at present are : 

I. Medical care Coal and Mica Mines Welfare Fund Acts; 
E.S.I. Act and the Plantations Labour Act. 

2. Sickness Benefit 

3. Employment 
Injury 

4. Unemployment 

5. Old Age & Death 

E.S.I. Act, Mines Maternity Benefit Act, 
State Maternity Benefit Acts and Plantations 
Labour Act. 
Workmen's Compensation Act and E.S.I. 
Act. 
Industrial Disputes Act (Provisions relating 
to retrenchment and lay-off). 
Employees' Provident Funds Act; Coal
mines' Provident Fund Act and Bonus 
Schemes Act; Assam Tea Plantations Pro
vident Fund Scheme Act. (The recently 
introduced scheme of old-age pensions in 
the Uttar Pradesh is still in an experimental 
stage and limited to destitutes and not to 
workers as a group and has not, therefore, 
been taken into account for purposes of our 
general study or recommendations). 

27. Of the Acts enumerated above, the Mines Maternity Benefit Act, 
the State Maternity Benefit Acts, the Plantations Labour Act, Workmen's 
Compensation Act and the Industrial Disputes Act place the liability direct
ly on the employer concerned and, as such, cannot be said to be social secu
rity measures in the normally accepted sense. Social security in the latter 
sense is provided today mainly by the E.S.I. Act, the E.P. Fund Act and the 
Coal Mines Provident Fund and Bonus Schemes Act. Appendix II shows 
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the gradual progress made in applying the above schemes, the present posi
tion, the success so far achieved and also the various benefits provided 
for under the schemes. 

28. We now proceed to describe briefly the salient features of the above 
enactments as also to give a list of the many criticisms levelled against 
them from time to time. No comments are needed in regard to the Plan
tations Labour Act as it is still in the process of implementation and the 
only serious criticism (of the workers) has been that the implementation 
has been proceeding at too slow a pace. Some of the criticisms on the 
other enactments, the Group accept as fully valid while some others have... 
partly in,fluenced our recommendations. Criticisms which fall in these 
categories have been shown in italics. After giving the list, the Group's 
own findings and recommendations in respect of each enactrnent are 
summarised. 

Workmen's Compensation Act, 1923 

29. Thts Act may be said to be the forerunner of the measures under 
consideration and has now been in operation for nearly 35 years. It has 
been amended a numt?er of times since and even now, a number of amend
ments are under the consideration of the Government of India including 
suggestions to extend its scope and to improve its workinJ!". In factories 
to which all provisions of the E.S.I. Act apply, the provisions in this Act are 
replaced by the more progressive measures of the E.S.I. Act. The princi
pal criticisms of this Act are : 

30. Employees' Viewpoint : (I} Evasions occur particularly with 
small backward employers or with employers not in a good financial position. 

(2) Salary limit is low and even some manual workers are not covered. 
(3} Schedule II to the Act defining scope could be widened and clerks 

might also be covered. 
· (4) Definition of 'employment injury' is narrow as compared to that 

in other countries, e.g., wilful disobedience or drunkenness derprives the 
employee c,f compensation even in cases involving permanent disabltment. 
Accidents to and from place of work are not covered. 

(5) The waiting period of seven days is rather too long. 
(6) The list of occupational diseases needs enlargement. 
(7} Lump sum payments in case of death and permanent disablfment 

are not adequate and are likel} to be frittered away. Pensions provide bemr 
security in serious disablement or for dependants. 

(8} Payment made for temporary disablement is deductible frc-m 
lump sum payments for death or permanent disablement thus reducing the 
amount available in many cases. 

(9} The employees are generally in a weak position to make their 
claims and get them against comparatively powerful employers. 
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(10} A claim against employer creates a contentious atmosphere· and 
may result in loss of employment. 

31. Employers' Viewpoint : An employer who is not prudent enough 
to take a Workmen's Compensation Insurance policy is landed in difficulties 
when a case of death or permanent disablement arises if his capital is not 
much. The difficulty would become aggravated if the compensation payable 
under the Workmen's Compensation Act is increased. 

Group's Findings and Recommendations 

32. The Group does not feel justified in examining each of the cri
ticisms detailed above but only those which are of such wide importance as 
to justify a basic change in the existing law. In the present case, there is 
also the fact that Government, it is understood, is already considering 
amendments to the Act to meet many of the points of criticisms and that an 
amending Bill is before Parliament. 

33. Item 7 of the points taken by employees is, however, of importance 
and has a direct bearing on the Group's terms of reference. A worker 
in a factory who is invalidated or dies as a result of employment injury can 
get an invalidity pension, or, in case of death directly resulting from· tf1e 
injury, the family gets a survivorship pension. But the family of a worker 
engage<! in, say, elephant catching and who dies as a result of employment 
injury gets only a lump sum compensation which, in terms of relief, is much 
smaller than the pensions admissible under the E.S.I. Act. Yet, prior 
to the enactment of the latter, the position of both the workers was identi
cally the· same as both were governed by the W.C. Act. If there was any 
likelihood of all persons covered by the W.C. Act receiving, in the foresee
able future, the alternative and better benefits provided by the E.S.I. Act, 
it might have been only a matter of waiting. We recognise that progressive 
implementation of the E.S.I. Act wiU cover more and more of the categories 
now protected only by the W.C. Act. But it is obvious that there will still 
remain many occupations included in the Schedule to the W.C. Act which 

· are not regular steady employments and the question of regular montllly 
contributions in such cases will be wholly outside practical politics. 

34. Therefore, several cases will still remain where the provisions of 
the W.C. Act will continue to apply making the individual employer res
ponsible for compensation to individual workers receiving employment 
injury or dying as a result thereof.. But even in such cases, a system can be 
evolved by which the employer is required to pay a lump sum not to the 
worker or his family but to a public authority, the E.S.I. Corporation, in 
this case. The latter, in its turn, will arrange to disburse to the worker 
or his family periodical payments in the form of pensions. The quantum 
of pension will, of course, depend on the amount which the employer ·is 
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required to deposit· in the form of lump sum. If pensions are to be on the 
scale provided in the E.S.I. Act, the lump sum payable will have to be con
siderably more than what is provided in the existing schedule to the W.C. 
Act. This might cause serious hardship to the .individual employer. The 
E.S.I. Act covers workers in organised industries where there is steady 
employment. No special hardship is, therefore, involved in requiring the 
employers to pay monthly contributions towards possible employment 
injury, irrespective of whether or not an injury is sustained during the period 
of employment under a particular employer. But in the case of purely 
temporary employment under different employers, many will escape lia
bility altogether if no employment injury is sustained by a worker while 
in their employiJlent. On the other hand, the employer under whom an 
injury is sustained will be called upon to pay a disproportionately large sum 
which may be even beyond his means as several of such employers may them
selves be men of not great means. There will, consequently, be even the 
risk of suppressing the reporting of injuries. 

35. To meet these difficulties a decision should first be reached as to 
the limits to which the amounts provided in the Schdule to the W.C. Act 
can be suitably increased. Though some increases were made some years 
ago, there is no doubt that the existing limits do not provide adequately 
for the large increase in wages and the cost of living that have occurred after 
the Schedule was last revised. Under conditions as exist today, the Group 
feels that the Schedule can be revised so that the maximum liability on the 
employer can, in each case, be doubled. This is recommended and, there-. 
after, actuarial calculations should be made as to what scale of recurring 
pensions may be provided from the lump sum payments of these amounts 
received by the Corporation. It is desirable, however, to ensure ·a simple 
form of p~nsionary benefits as the amounts, in any case, will not be as great 
as those provided in the E.S.I. Act. We have suggested the E.S.I. Corpo
ration as the agency for distributing these pensions as it is already doing 
this type of work in regard to pensions under the E.S.I. Act. It is under
stood that the Corporation can make suitable arrangements for remitting 
sums due to persons or dependants living in outlying areas where the Corpo
ration may not have its own offices. 

36. We are aware that many cases of compensation under the Act 
now go by default as the law requires a claim to be lodged before the court 
which workers or their families often fail to do due to ignorance. Among 
the amendments receiving Government's consideration is one by which any 
authority specifically empowered can bring in before the court cases where 
compensation is payable even where the worker or his family do not make 
a claim. We would state, however, that if the E.S.I. Corporation is required 
to d1sburse invalidity or survivorship pensions as recommended above, 
this will be done only in cases where lump sum payments have been deposited. 
The Corporation will not be called upon to adjudicate any claims nor under-
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take any other functions under the W.C. Act. :All those functions should 
continue to be performed by the various authorities prescribed in the Act. 

Employees' State Insurance Act, 1948 

37. This might be said to be the first enactment which·pJaced the 
liability for benefits according to need, not on the employer, but on a 
national organisa,tion. Mainly because of the cautious policy followed so 
far, its working has shown that the income has been in excess of the expen
diture. 

38. E.mplo}ees' viewpoint: (l) Benefits are granted only in certain 
contingencies and those who do not claim, feel that their contributions are 
wasted. This applies especially to clerks. 

(2) The exemption limit for contributions from employees should be 
fixed higher. It has been suggested that the limit be Rs. 3 per day below 
which employees should not contribute. 

(3) The employers are contributing Jess than the employees at present. 
This will however be removed if the employer's speico/ contribution is raised 
as already notified by the Central Government or if transitory provisions ceaJe 
to be in operation. 

(4) Medical care for families should be included straightaway anf} on a 
comprehensive basis. 

(5) Better hospitalisation facilities should be provided under the Scheme 
for insured persons and also for families. 

· (6) Cash benefit should be paid more promptly, if necessary by 
simpiifying the procedures. 

(7) There should be some benefit for those also who do not make 
claims. 

(8) Cash benefit should be for a longer duration, particularly in the case 
of T.B., cancer, etc. For T.B., the period has been extended to six months 
but even this proves inadequate in many cases as persons get neither wages 
from the employer nor benefit from the Corporation and yet are unable to go 
back to work. 

(9) Better facilities granted by some employers ar~ withdrawn on 
implementation of the Scheme. To prevent hardship, the Regulations 
proyided for withdrawal only to a limited extent. Even so, the employees 
often feel that this is a hardship because, with the contributions they pay, 
the benefits they get are not much more. 

(10) There should be provision for maternity benefit in case of abor
tion or miscarriage. 

(II) In certain States, maternity benefit is g~anted at full wages. 
The E.S.I. Act grants approximately 7f12th of wages. This results in reduc
tion in benefit in these cases. 

(12) There should be provision for some kind of death grant. 
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39. Employers' viewpoint : (I) The contributions charged from non
implemented areas are considered unjustified and a burdensome tax. 

t2) The contributions charged are much too heavy as evidenced by 
the accumulation of funds with the Corporation. The employers generally 
claim that the benefits granted by the Corporation could be l!iven at· lesser 
cost. 

(3) The maintenance of contribution cards, calculation of appropriate 
stamp to be affixed and the submission of returns is rather cumbersome. 

t4) The employer's contribution is being increased while, at the same 
time, there is reduction in the State Government's share. This has been · 
resented by employers. 

t5) To keep down the cost on employers which ultimately is passed 
on to the consumers, there should be simplification of administration and the 
contributions should be kept as low as possible. 

(6) Some workers take leave from employers on wages and claim 
sickness benefit also. This results in malinge1ing. The employer is unable 
to deduct benefit from wages, if wages are drawn before claiming sickness 
benefit. 

(7) The Corporation is entitled to make recoveries from employers 
under Section 66 of the E.S.I. Act. Some organisations of employers do 
not consider this right, though this provision has been having a salutory 
effect in getting the requirements of the Factories' Act more carefully followed. 

' 
40. General. Owing to division of responsibility between the 

Corporation and the State Government for cash and med1cal benefit respect
ively, there have been delays in implementation, Jn improving medical 
arrangements, particularly hospitalisation and inclusion of families for 
medical care. 

Group's Findings and Recommendations 

41. As the Scheme under the E.S.I. Act was the first national scheme 
involving even a modest form of social security, Government were doubtless 
anxious that great caution should be exercised in the earlier stages. Many 
doubts had been expressed that as a result of malingering or abuse of the 
benefits provided under the Act, tiJe funds of the Corporation · might 
become bankrupt. Furtl!er, even if ample funds were available, the build
ing of dispensaries, hospitals or extension of existing hospitals as also of 
getting an adequate number of trained doctors and medical attendants 
would take time. The division of responsibility between the Corporation 
and State Governments in regard to medical care and treatment also brought 
about minor differences which took time to solve. Nobody can claim tlJat 
the existing standard of medical care and treatment is at all adequate. Hos
pitaiisation facilities have only ·made a bare beginning. The decision to 
extend benefits to families was taken only very recently and is yet to be effect
ively implemented. One' cannot blame· the workers when they point out 
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that some of them were enjoying a better standard of medical care and treat
ment including liospiialistaion for themselves and their families, all provided 
free by certain progressive employers, whereas, by the application of the 
Act, they have to make a contribution and still receive benefits of a lower 
standard and hitherto confined to the workers alone and not to their families. 
On this point, it may, however, be stated straightaway that the Corporation 
will not, at least in the foreseeable future, be able to provide standards equal 
to what is provided by the best employers. It may also be noted that 
employers who provide such high standards are still the exception. A scheme 
of insurance involves equalising of benefits to aU and if the equalised stand
ard has to be the same as the higher standards enjoyed by a smaU section, 
the cost will indeed be prohibitive. 

42. Little purpose will be served by analysing the many causes lead
ing to the above complaints. Instead, our attempt should be to suggest 
measures by which the Corporation will be able to go ahead with its forward 
programming with a reasonable assurance of adequate financial support 
and in the light of experience gained so far. It may be recalled that before 
deciding on the question oflevy to be imposed on the employers and workers, 
as eventually incorporated in the Act, a considerable amount of actuarial 
studies and investigations had been made. This was over twelve years 
ago though the legislation itself was enacted only in 1948. Leaving aside 
minor points of detail, there are only two major factors that have since been 
brought to light. The average sickness rate has proved lower than what 
was estimated and, in passing, this shows that the complaint of malingering 
which one hears of occasionally is by no means serious. As against this, 
the cost of medical care and treatment has risen very considerably since the 
original calculations were made, the percentage rise in cost being much more 
than the percentage of wage increase during the same period. Calculations 
made in the light of conditions today show that if a reasonable standard 
of medical care and treatment as wen as hospitalisation are to be provided 
for the insured workers and their families, even a contribution from employ
ers at the maximum rate of 4-2/3 per cent. will not meet the cost. This 
is why the calculations in Appendix HI have taken into account the existing 
savings as one means of partially liquidating future liabilities. 

43. The improved standards which the Corporation decides to provide 
will, of course, have to be limited to the resources available. But once 
standards are fixed, the Corporation should be in a position to provide the 
same standards throughout the country-otherwise, serious discontentment 
is bound to arise. For this, the Corporation must have the financial 
resources assured not only for today but equally for the years to come. 
It will be impossible to do real forward planning or programming otherwise. 

44. At the moment, the Corporation has a surplus approximating to 
thirteen crores of rupees. A view is expressed that this alone indicates that 



24 

the rate of contribution is in excess of the needs; Such a view is obviously 
erroneous and can be easily proved so. Hitherto, the benefits were ex_tended 
only to the worker and not to the family. Adequate hospital facilities have 
not yet been provided in the majority of cases. The result is that the expen
diture incurred per capita is no more than a fraction of what the cost would 
have been if these had been provided on a reasonable standard and if families 
had been covered. One further partial cause of the surplus is the collections 
made from non-implemented areas. If matters have now to be proceeded 

· in a business like fashion, the Corporation will require large sums for capital 
construction and the accumulated surpluses can, at the most, only provide 
the resources for meeting this capital cost. From this point of view, the 
accumulated surpluses have proved a blessing. 

45. We are frankly disturbed by a suggestion from some quarters 
that there should be no increase "in th~ levy on employers till the existing 
surpluses available are all spent up. As already indicated, unless the future 
resources are clearly settled, the Corporation will not be able to plan on 
certain determined standards, and also, the present savings will be required 
for partially meeting future liabilities. Apart from all this, a question 
even arises of the equity of such a suggestion. Hitherto, owing to some 
fortuitous circumstance_s, the employers, even in the areas to which the Act 
has been extended, have been contributing on behalf of each worker only 
about half of what the worker himself has been contributing. This disparity 
is difficult to justify as the reverse would have been more equitable and is 
what the Act actually provides. It will perhaps be agreed, as facts abundantly 
show, that the surpluses have arisen mainly because the workers have not, 
so far, received benefits commensurate with their contributions, though they 
have oeen contributing at the maximum rates prescribed under the Act. 
On merits, it would be more equitable to hold that the savings which have 
arisen owing to the workers being on 'short rations' during the last six 
years or so should be spent rather on giving them extra rations in future. 
In any case, we are of the view that to retain the employers' contribution 
at about a fourth of the statutory maximum till all the existing surpluses 
are spent up, is a proposition that will be almost impossible to defend. 

46. As already stated, the present provisions relating to contributions 
from employers were framed to avoid any competitive disadvantage for 
empl9yers in areas covered by the Act over those in the uncovered areas. 
It will be recalled that this difficulty arose when the first pilot project was 
proposed to be ·started at Kanpur, which has one major indusu y which 
would have been materially affected in comparison with the same industry 
in other parts of India to which the Act was not extended. The transitory 
provisions were introduced and though these gave some relief to the employ
ers in the areas covered, the position on the whole, did not result in a perfect 
solution. Employers in the non-covered areas were also required to make a 
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contribution, though they got ·nothing in return. It is clear, however, that 
these transitory provisions were intended to be a temporary measu~e. 

47. The position has now completely changed. The scheme has 
long ceased to be o( a pilot type. The total number of workers that are 
eligible to be covered by the Act is approximately twenty-two lakhs. ·A 
few scattered areas wiii have to be exempted for many years to come, if not 
permanently at least because the Corporation wiii be unable to extend its 
services to those areas without wholly disproportionate costs and with no 
pJssibility of effective supervision and control. For present pul]ioses, 
we may assume that the total number to be exempted in this fashion may be 
two lakhs. The number covered till now is about thirteen lakhs. As soon 
as another three lakhs are covered bringing the total to sixteen lakhs, the 
factor of competitive disadvantages will have disappeared, as the major 
industries, where this factor applies, would have been covered. We recom
mend that as soon as sixteen lakhs of workers are covered by the· provisions 
of the Act, the contributions from employers in the covered· areas should 
be raised to the statutory maximum which works out at about 4-2/3 per cent 
of the wage bill. With effect from the same date, the levy of contributions on 
employers in the uncovered areas will cease. We specifically emphasise that 
the decision should be reached now for, as already explained, positive future 
planning will be difficult unless thefuturefinancial resources are also assured. 

48. In ·regard to improvements in cash benefits, duration cf benefits in 
case of prolonged illness like T.B., cancer, etc., our recommendations are 
contained in Chapter IV. We no:e however, that some of these have already 
b!en indep!ndently considered by the Corporation and decisions reached. 

Employees' Provident Funds Act and Coal Mines Provident 
Fund Scheme 

49. The Coal Mines Provident Fund Scheme was established with a view 
to implement one of the recommendations of a Board of Conciliation made 
in 1947. The Employees' Provident Funds Act replaced in 1952 an Ordinance 
passed earlier and established a unified Provident Fund for six industries to 
begin with. It has been extended to thirty-two other industries since. The 
·principal p:>ints deserving mention about these two Funds are as follows : 

50. Employees' Viewpoint: (1) Provision for maintenance of families 
in case of premature death is wholly inadequate. 

(2) The provision of contribution at 6i per centfrom each party is in
adequate. 

(3) The system of payment of provident fund accumulations in one lump 
sum has certain obvious disadvantages which can be removed by substituting 
for the present scheme a suitable Pension Scheme. 

(4) All industries are not at present covered. 
(5) Small factories are not covered as also new factories for a period 

of three years. · 
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(6) Members of provident funds are discriminated against ~hen look
ing for employment as, in their case, employer has to pay proVIdent fund 
contributions from the very beginning. 

51. Employers' Viewpoint: (1) Some industries feel that the con
tribution rather tells heavily upon them. 

· (2) Separate contribution cards, returns and inspections for the Pro vi· 
dent Funds Act and for the E.S.I. Act make the work of the employer more as· 
well as cumbersome. The extra administrative charge they pay could be 
eliminated or reduced if the cost of administration were brought down by 
integration or otherwise. 

Group's Findings and Recommendations 

52. Of all the criticisms made, the most important is the one that a 
provident fund has certain disadvantages which can be remedied by adoption 
of a· pension scheme. It is hardly necessary to elaborate this at length. 
Lump sums, if they are to serve during old age, should be wisely invested and 
not many· workers have the experience to do so. Cases are not unknown 
where· even high placed officials who commuted the bulk of their pensions 
suffering in later years as a result of unwise spending of the commuted 
amounts. Where the recipient of the provident fund is a workers' widow, 
there is every risk of her being exploited by· male relatives. If a worker 
dies young, the amount payable to his dependants will be s'o small as to 
constitute hardly any real relief. The Chairman as the Secretary in the 
Ministry of Labour when the E.P.F. legislation was enacted can testify that 
the main reason for not starting with a pension scheme in the very beginning 
was that this would require a large administrative machinery which could not 
be set up all at once. Now that the machinery for administration of the 
E.S.I. Act and the E.P.F. Act are well established, the time is ripe for esta
blishment of a pension scheme which the existing machinery dealing with 
the two Acts can, with adjustments and minor expansion, well handle. 

53. The Group also recommends the amalgamation of the three 
Organisations, those dealing with the E.S.I. Scheme, E.P.F. Scheme and the 
C.M.P.F. Scheme all into one. This need not wait till the coverage under 
the different enatctments is made uniform though, as far as practicable, such 
uniformity should be progressively aimed. After the integration, employers 
and workers will make single payments of amounts representing their liabi
lities under one or more of these three enactments. The parent Organisa
tion to which the others should be merged is the E.S.I. Corporation. When 
this is done, there will be no further duplication of inspcctorates or super
visory staff and the criticism of the employers, which has considerable 
force, will disappear. 

54. The Group makes it clear, however, that the integration is recom· 
mended primarily for the convenience of the parties. This aspect, as also the 
question of what the administrative changes should be, are diEcusstd later. 
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FEASIBILITY OF AN INTEGRATED SCHEME 

55. One of our terms of reference relates to a comprehensive social 
secu~ity scheme and another to an integrated scheme. Both in ·effect mean 
the same and this general question requires some discussion. This is even 
more necessary because, now-a-days, expressions like 'comprehensive', 
'co-ordinated' and 'integrated' appear to be given a more exaggerated signi
ficance than is warranted on the merits of each case. In our view, any 
integration of two or more schemes can be justified only if this fulfils 
one or other of two main tests. The tests are, first, whether the integraton 
will result in any substantial economy and, secondly, whether it will result 
in distinct added convenience to the parties concerned-the employers and 
workers. 

56. Our recommendations do not include any new item of social 
security though the recommendation for converting the present form of pro
vident funds into a scheme of Old Age and Survivorship Pension-cum
Gratuity Scheme does mean a very major change. Possible integration has, 
therefore, to be considered as among the schemes already in operation. 
We will consider each of them by applying the aforesaid tests. 

51. The Coal and Mica Mines Labour Welfare Funds are created 
through a cess levied specifically for the purpose of providing various welfare 
measures for workers in coal and mica mines respectively. The only part 
of the activities of these three Funds which form an item of social security as 
such is in regard to medical care and treatment including hospitalisation. 
There are tripartite advisory commiteees to advise on all matters relating to 
activities of the Fund and the administration has been proceeding smoothly 
enough. It is advisable that all activities of these Funds should be controlled 
and co-ordinated by one authority as at present. The only possible inte
gration with another organisation will be in regard to medical care and treat
ment but this, even if effected, is not likely to result in any savings or added 
convenience to the workers. Thanks to the liberal income from the cess, 
the standards of medical care and treatment provided by these Funds are of 
a high order. An integrated scheme should normally involve application of 
uniform standards. But, within the available resources, it is doubtful 
whether the standards now provided for workers in coal and mica mines 
can be applied, at least for some time to come, to all industrial workers 
in general and the likelihood is of the standards prevalant in the case of the 
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former being levelled down rather than a general levelling up. There is no 
justification for this. It follows that the present system of working of these 
Funds should continue unchanged and that there should be no integration 
with any of the other schemes. True, workers in coal mines in particular 
will continue to be provided with standards higher than is available to indus
trial workers in general. But all the world over and the I.L.O. have recog
nised that coal miners, because of the peculiarly uncongenial and hazardous 
nature of their work, are entitled to special favoured treatment. 

58. In regard to the enactments listed below, the financial liabilities 
rest on the individual employers ; 

Act 

(i) Workmen's Compensation 
Act. 

(ii) Plantations Labour Act. 

(iii) Maternity Benefit Acts of 

. Contingencies provided for 

Compensation in the form of single lump 
sum payments in case of permanent dis
ability or death resulting therefrom and 
periodical payments in case of temporary 
disability. 
Medieal eare and treatment, sickness benefits, 
materniy benefits. 

State Governments and Maternity benefits. 
Mines Maternity Benefit 
Act. 

(iv) Industrial Disputes Act. Payments in cases of retrenchment and Jay
off-a form oflimited unemployment relief. 

59. Government's function in these cases is, therefore, one of ensuring 
effective enforcement. Constitutionally this is the responsibility of the 
State Governments and this alone can be a major reason why none of 
these can be integrated with schemes operated by Central authority. Even 
if there were no constitutional difficulties, any such integration will not 
achieve either of the purposes which we have earlier indicated as tests. We 
are aware that one major reason advanced. by those who advoeate Central 
legislation and administration is the need for ensuring uniform standards. 
We feel, however, that this should be effected through means other than 
integration. The machinery for this purpose already exists in the tripartite 
bodies set up by the Ministry of Labour and Employment and in the recent 
creation of a separate division in the Ministry dealing with enforcement and 
implementation of labour laws. If, however, the present system of payment 
of workmen's compenstion in lump sums is converted into a system of pen
sionary payments, there will be a case for partial integration. This has been 
discussed earlier. 

60. With most of the enactments thus eliminated as unsuited for 
integration, we are left with only two major items, the Employees' State 
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Insurance, the Employees Provident Fund and the schemes of Provident 
Funds for workers in coal mines and in plantations. The coverage in res
pect of the first two is not identical but a very large number of workers 
are covered by both. With the further extension of these two schemes, this 
number will further increase though a cent per cent uniformity may still take 
some time. 

61. There are certain factors common to these enactments, which 
make them ideally suited for integration. The E.S.I. Corporation has, 
among its other functions, that of disbursing payments direct to individual 
workers either as sickness benefits or recurring payments in case of employ
ment injury. Similarly, the Provident Fund administration has to make pay
ments to the subscribers as and when their claims fall due. Workers would 
definitely prefer to deal with one office alone in regard to claims under both 
the Acts than having to run to different offices in connection with different 
claims. This convenience will be appeciated much more if, as in our major 
recommendation, the lump sum payments in the form of provident funds is 
substituted by a system of recurring pensionary payments-involving several 
regular visits to the office. 

62. The integration will give even greater relief to the employers. 
Both the administrations now have their own separate inspectorates. When 
inspecting factories or offices of the employers, a good deal of the same 
records and information may be called for by both series of inspectors. 
Integration wiii combine the functions of two inspectors in one and thus give 
some clear relief to the employers. 

63. It follows, therefore, tliat the suggested integration clearly fulfils 
one of the two tests, added convenience--or,perhaps lesser inconvenience-to 
the parties concerned. As to the other test, that is, of possible economy, 
we do not wish to be dogmatic. At the outset, we would point out that 
economy, if possible, can be only in respect of the cost of administration. 
We are not sure if it is sufficiently recognised that the administrative costs, 
even today, form only a very small portion of the wage bill. In the case of 
provident funds, the present rate amounts to only 3/8 per cent (three-eighths) 
of the wage bill. The E.S.I. Act makes no separate provision for adminis
trative charges. But the expenditure now incurred is about 9.8 per cent of 
the total contributions or about 0.4 per cent of the wage bill of workers in 
the areas in which the Act has been implemented. 

64. Even assuming that, as a result of the integration, the combined 
administrative costs can be reduced by, say, IS percent, the actual relief to 
individual employers wiii, in terms of the total contributions, be relatively 
negligible. In view, however, of the growing general criticism in respect of 
mounting administrative expenditure, we would have made a positive re-
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commendation for a reduction if we could only do so with confidence. But 
there are many points involved and we can only touch upon some of them. 

65. At first thoughts, it may be argued that the combination of the 
inspectorates and some supervisory posts should alone bring about an 
i=ediate reduction, however small, in the administrative costs. But as 
against this, the conversion of provident funds into a pension scheme will 
involve handling of more than twenty times the number of individual tran
sactions than at present. The economy effected by integration of work at 
local offices may well be offset by the need for opening more local offices 
for the convenience of the very large number of persons to be catered for. 
It is noted in this connection that the Provident Fund Scheme has, at present, 
no local offices. But with the introduction of the pension schemes, local 
disbursing offices will be essential. A further question which will also have 
a bearing on the cost of administration but which we are not in a position 
to adjudge on is the extent to which an existing agency like the post offices 
or local treasuries will be made use of in regard to disbursements. 

66. We are also aware that both the E.S.I. Corporation as well as the 
Board of Trustees of the Provident Fund Schemes do keep a regular watch 
against any undu~ mounting up of the costs of administration. As the statutes 
themselves do ~ot lay down any limits, this, in the long run, will be the 
only effective remedy. So far as we are concerned, the most we can say 
is that with the many unknown factors, we cannot safely recommend that 
any specific reduction in administrative costs is possible. We can only 
recommend that the present accepted ceilings should not be exceeded. What 
these are, are stated in Chapter IV. 

67. As explained earlier, the coverage under the two schemes (E.S.I. 
and the Provident Funds) is not identical and cent per cent identity may not, 
for practical reasons, be attainable for quite some time to come. ·There is, 
however, only one fundamental obstacle. Under the E.S.I. Act, there is 
no special exemption given to 'infant factories', that is, for the first three 
years of their establishment. The E.P.F. Act, however, gives this exemp
tion and this is bound to raise administrative difficulties in the working of · 
the integrated scheme. This provision in the E.P.F. Act will create 
difficulties, even if there were no integration. Let us take the case of a 
worker covered only by the E.P.F. Act. If our recommendation for con. 
verting the provident funds into a pension scheme is accepted, the amount 
of pension will depend on the total length of service and on payment of 
contributions. In these circumstances, we recommend that steps be taken 
to delete the special provision relating to exemption of factories for the first 
three years under the E.P.F. Act. 

68. We make it clear, however, that the integration of the schemes of 
Employees' State Insurance and of the Provident Funds administered by the 
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Central Government can be effected as soon as the necessary administrative 
arrangements can be made. The proposed organisational set-up is described 

in Appendix I. We recommend that the sooner the administrative integration 
can be effected, the better it may prove for future smooth working· 

69. In view of the definite long-term advantages, it is presumed that 
the Government of Assam may agree to integrate their scheme of provident 
fund for workers in plantations, though it is at present administered by the 
State Government. 



CHAPTER IV 

THE SCHEME 

70. The integrated scheme will provide for medical benefit and cash 
benefits for sickness and maternity, compensation for employment injury, 
life pension on normal or invalidity retirement cum-gratuity and survivor· 
ship pension to dependants on the death of the insured person, whether in 
service or on pension. The scales and conditions for the various benefits 
will be as given below : the terms average wage contribution and benefit 
periods and qualifying s~rvice used in this connection are explained at the 
end of this chapter. 

1. Medical Benefit 

71. (a) Normal Medical Benefit : An insured person and his family 
will be entitled to medical care and treatment including hospitalisation so 
long as he remains in insurable employment and for a period of 13 weeks 
thereafter. 

(b) Extended Medical Benefit: In the case of tuberculosis, cancer, 
mental disorders, leprosy and such other long-term diseases as may be speci
fied, this benefit will be extended by another 52 weeks provided the insured 
person has completed at least two years of qualifying service. This extended 
benefit will be admissible only to the insured person and not to his family. 

2. Sickness Benefit 

72. The sickness benefit will be on the present level, that is, a bout 
60 per cent of the average wage earned during the preceding contribution 
period. On payment of contributions for 90 days at least, the insured per· 
son will be entitled to sickness cash benefit during the ensuing benefit period 
but it will be subject to a maximum of 13 weeks in any three half-yearly 
benefit periods. In cases which satisfy the condition laid down under 
extended medical benefit, full rate of cash benefit will be continued for 
the further period of 39 weeks. No sickn~ss benefit will be payable for' 
the first two days of sickness. Sickness not separated by more than 15 days 
will be deemed to be linked. .. · 

3. Maternity Benefit 

73. Full average wage subject to a minimum of Re. 1/· per day will be 
paid for a period of 12 weeks, of which six weeks should precede the expec-
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ted date of confinement. This amount will also be payable in cases of 
miscarriage, occuring after twenty-six weeks of gestation. Insured 
women, who are qualified for sickness . cash benefit, will be eligible for 
maternity benefit. 

4. Employment Injury 

74. (a) In cases of temporary disablement arising out of and during 
employment, 60 per cent of average· wage will be paid during the period of 
disability. Temporary disablement benefit will not be paid for the first three 
days, but if it lasts for more than 28 days, the benefit will be paid for the 
first three days also. In cases of permanent partial or total disablement, a 
life pension depending on the degree. ofdisability, subject to a maximum 
of 60 per cent of average wage, will be paid during the life-time of the insured 
person. ·On his death, this pension will be continued to the depend;tnts 
as s~rvivorship Benefit. This will be in addition to any survivorship pension 
accruing in terms of the contributory record for the period subsequent to the 
injury. On death due to .employment injury, 60, per cent. of the average 
wage will be admissible as Survivorship Pension Benefit. The Survivorship 
Benefit will be payable as indicated in sub-para (b) below : 

(b) The Survivorship Pension Benefit will be payable to the specified 
dependants as follows : 

(i) In case of a male insured person : 

(ii) 

50 per cent. to the widow or \yidows till death or remarriage. 
20 per cent. for each legitimate child up to the age of fifteen 
(eighteen if studying in school) and terminable, in case of 
girls, on marriage if this occurs earlier; where there are three 
or more legitimate children, an amount of 50 per cent of the 
Survivorship Benefit will be equally distributed among them. 

In case of female insured person : 
50 per cent. to the husband only if he is totally incapacitated 
from earning himself; · 
20 p~r cent. for each child up to the age of fifteen (eighteen 
if studying in school) and terminable, in case of girls, on 
marrige if this occurs earlier; where there are three or more 
children, an amount of 50 per cent of the Survivorship Bene
fit will be equall:Y distributed among them. 

In cases under b:>th (i) and (ii) above, where there is no widow or a 
husband eligible for p~nsion, the share of the children may be raised provid
ed the total does not exceed the maximum Survivorship Benefit and no one 
child gets more than 30 per cent. 

(c) The title to employment injury benefits will accrue on the first day 
of entering into insurable employment. 
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5. Retirement Jlenefit 

75. (a) Pension.-On reaching the ·age ofoO· (55 for women) in service 
and having put in 15 years of qualifying service or one arlier medically certi
fied invalidity after five years of qualifying service, an insured person, provid
ed he entered insurable employment before the. age of 45, will be eligible for 
a pension for life. The pension will be the last five years' average wage multi
plied by a fraction equal to !/80th of the number of years of qualifying 
service. The fraction will, in no case be less than 20/80th or more than 
35/80th (30/80th for women). One third of the pension can be commuted 
on-an actuarially prescribed basis for specified purposes, such as; house con~ 
struction. · 

(ii) An insured person entering insurable employment after the age of 
45 will, on reaching the normal retirement age in service, be entitled to receive 
his own contribution together with the employer's· contribution on his behalf 
and-interest at a specified rate not exceeding three per cent. per·annuJh, pro
vided that the amount so due may be paid in such instalments as· may be 
prescribed. 

(b) . Survivorship Benefit.~ This will be admissible (a) to the family of 
an insured person who dies after not less than five years of qualifying· se)"vice 
and (b) to the family (as existed on the date of retirement) 9f a pensioner 
who dies while in receipt of a retiring or 'invalidity pension: · · . . 

The survivorship pension in either case Will b~ limited to a 'maximum 
of two-thirds of the retiring pension which the pensioner was drawing or, in 
case of death while in service, two-thirds of the invalidity pension that would 
have been admissible had the deceased· worker retired on such pension on 
the date preceding the date of his death. This will be payable to the depen
dants in the manner described in para 74 (b) above. 

(c) An insured person, after reaching the normal .retiral age 60 (55 
for women), if he continues in service, will not earil any further pension in 
respect of the additional years of service. He will, however, continue to be 
covered for the other non-pensionary benefits and contributions will be 
reduced accordingly. 

6. Gratuity. 

76. In case of retirement after 20 years of qualifying service, gratuity 
equal to four months of last five years' average wage will be paid. If 
retirement .takes place after 25 years of qualifying service, the gratuity will 
be increased to six month's average wage of last five years. 

7. Withdrawal Benefit. 

77; If, before attaining the age of fifty, an insured person opts out of 
insurable employment <"or reasons not involving dismissal for misconduct, 



he will be paid the percentage of wages shown below for the period for which 
contributions were paid·: 

· Less than ~ne ye~r of service 8% 
. 1-15: years: 10%. 
15-25 years: 12% 

()ver 25 years : 15.% 

Entrants after age 45 (40 for women), who so opt out even after 
the age _of-50 will also be eligible for this benefit. 

. 78 .. Persons opting out after ·attaining the age of fifty and who have 
fulfilled the qualifying period for retiring pension wiii not be allowed with
drawal benefits but will be entitled to draw on· reachi11g the age of 60 (55 for 
women) .the admissible retirement pension, based on the contributoty period. 
Survivorship pension will also be admissible in such cases if death occurs 
before .. 

Contributions • 

. 79. (i) Full contributions will become payable on entry in insurable 
employment ~ubject to any general exemption of a class of perspns, e.g., 
casual workers. 

(ii) Till uniform coverage for all benefits under the Integrated Scheme 
is possible, three separate scales of contribution for the following groups 
will be laid down as a transitional arrangement : · - ·' 

(a): . Those covered for pensionary benefits only~ Calcuia'tio~ shown 
in detail in Appendix UI reveal that the proposed pension. scheme will 
require a ·contribution of 8-1/3 per cent of wages by the employers and the 
same rate by the workel'$. In regard to persons covered for pensionary 
benefits only, contributio-ns should be levied at these rates.' For puryoses 
of calculating pensions, a year of service rendered with the· present rate of 
contributions will be reckoned only as nine months. So, the longer the deiay 
in raising the rates, the more will be the adverse effect' on present memb~rs 
of the provident fund, when the pension scheme comes into force: Therefore, 
as a first step, the present rate of contributions to the Provident Funi:I · 
should be raised from 6-1/4 per cent. to 8-1/3 per cent. from as early a 
date as possible; that is, this should not wait till the pension Echeme is 
actually introduced. · · .. 

(b) Those covered for be~efits under the E.S.I. Act only : Contributio~s 
from employers and workers in areas where the Act has been implemented, 
should be raised to the maximum provided under the Act. This works out 
at about 4-2/3 per cent. of the wage bill from the employers and 2-1/3 per 
cent. of wages from the workers. 

(c) Those covered for ben~ts both pensionary and under the E.S.I. 
Act : The contributions payable will be the sum total of those· payable 
under'(a) and (b) above and will be paid in single consolidated amounts. 
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!The aggregate payable works out to about 13 per cent. of wages from 
the employers and 10-2/3 per cent. from the workers. 

(iii) Persons continuing in service beyond the age of 60 (55 for women) 
will cease to pay· pension contributions. As a corollary,they will get no 
additional pensionary benefits either for the service rendered beyond this age. 
Contributions on ·the scale under sub-clause (ii) (b) above will, however, 
continue to be paid for as long as the person is in insurable employment. 

(iv) Administrative Charges : For reasons explained, it would be 
risky to suggest any reduction in the maximum limit of levy for administra
tive charges. It will be· for the administrative authorities to keep these 
charges as low as possible, ~ithin this limit.. The only change needed is to 
provide for these charges being reckoned as a percentage .of the wages and 
not on the contributions. Otherwise, the quantum of the levy will increase 
the moment contributions to the provident fund are raised from 6-1/4 per 
cent. to 8-1/3 per cent. and we can find no justification for this. The 
maximum levy now provided in the E.P.F. Scheme works out at .4 per cent. 
of the wage bills. This rate (.4 per cent. of the wage bill) may b.e prescribed 

- as the maximum levy on the employers in cases under sub-clauses (a) and 
(c) of clause (ii). As no separate levy is. made for administrative charges 
under the E.S.I. Act, this position· should con.tinue. 

General 

80. Contributions and benefits both will be related to the average 
wage earned during the relevant half yearly contribution period. The actual 
amount of benefit during a half yearly benefit period will, unless otherwise 
stated, be based on the contribution record .of the preceding half-yearly 
period separated by a period of three months for _operational convenience. 
The average will be obtained by dividing the earnings by the days paid for. 
Pensions will, generally speaking, be based on the qualifying service. For 
this purpose, in a contribution period, II to 44 days paid for will count for 
!/8th year's qualifying service; on the same basis 44-89 days paid for will 
count for 1/4th year's qualifying service and 90 days or over paid for will 
count for 112 year's qualifying service. 

81. For the purpose of determining the amount of pension earned, 
and for this purpose only, a year of qualifying service during the period 
when provident fund contribution under the existing E.P.F. Scheme is 
paid at 6-1/4 per cent. will count for 3/4th of a year of qualifying service 
relatable to the Integrated Scheme, under which the relevant contribution is 
payable at 8-1/3 per cent. 

82. The detailed calculations for the Integrated Scheme are given in 
Appendix ITI. One point may, however, be e!tplained here. The provisions 
we have recommended in regard to pensions for a worker who is invalidated 
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as a result of employment injury, and his family, in the event of his death are 
appreciably more liberal than what is provided in cases of normal retiring 
or survivorship pension: This is because it is well recognised in other 
countries as well that persons invalidated or dying directly as a result of 
employment injury deserve more liberal treatment than one invalidated or 
dying owing to normal causes. In India itself, while statutory provision 
for some old age benefits, in the form of Provident Funds, was made only 
as late as 1951, protection in respect of employment injury has been in force 
from as far back as 1923. The provisions we have recommended in cases 
of employment injury, are substantially the same as already provided in 
the E.SJ. Act. As the number of persons who are likely to get pensions on 
account or employment injury will be only a very small fraction of the total 
number ofinsured workers, the incidence of cost will not be very appreciable 
either. In the case of normal retiring or survivorship pensions, however, 
what we have recommended is all that can be provided even with an increased 
levy (8-1/3 per cent.) on the employers and workers. On the whole, these 
provisions are more favourable than what is admissible to the large number 
of Government servants, as for example, the pension for the widow will be 
for life or -till remarriage and not limited to any specific period. We have 
no doubt that these provisions are adequately reasonable and that the 
disparity in the benefits arising in the two types of cases is justified and 
even inevitable. 



CHAPTER V 

CONCLUSION 

.. . 83. We have, so far, definitely refrained frcm discussing in detail 
tWo of the terms of reference,. though the preceding Chapters provide the 
answer. The terms in question are : 

(a) Whether, without any appreciable increase in the total lia
bility of employers and workers, additional advantages can 
be given to the working class; · · 

(b) to make recommendations regarding conversion, wholly or 
partly, of the present provident f~nds 'into suitable pension 
schemes. · · 

84 . ."We hav~ assumed that (b) ~hove is not qualified by. (a) for, if it 
did, then our report would have consisted of merely a. factual report. ending 
up with a recommendation that if the existing liabilities are not to be increased 
even.in the slightest. degree, then no improvements can be effected in any 
direi:tion; in particular, that no reasonable pension scheme can be worked 
out if the resources are limited to what is now available from the provident 
funds. 

85 .. The- final .result of our recommendations is that the employer's 
liability in regard t~ the E.S.I. Act and the Provident Funds Acts will to
gether amount to 13 per cent. of the wage bill against 7-1/2 per cent. of the 

. wage bill which is being paid today by employers in areas to which both 
the Acts have been applied. The liability of the workers will increase by 
the increased contribution in regard to the Pension Scheme, that is from 
6-1/4 per cent. to 8-1/3 per cent,. But as organisations of workers have them
selves been pressing for this increase and for institution of a scheme of 
pension, it can be safely assumed that there will be no adverse reaction to 
our recommendations so far as the workers are concerned. As for the 
employers, though an increase from 7-1/2 per cent. to 13 per cent. of the wage 
bill is quite a significant increase, it should be emphasised that when viewed 
in the background, it will be apparent that our recommendations should 
cause no alarm. Critics who are pressing for many other measures like 
unemployment insurance, etc. may even feel that our Report is one of the 
proverbial mountain producing a mouse I As already made clear, the 
increase in the contributions under the E.S.I. Act will only bring it to the 
level, which the law intended, when it was enacted ten years ago. It should 
be assumed that when Parliament enacted the law, it accepted the position 
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that this levy will not result in an excessive burden on the industry. As 
such, it would be hardly fair to hold otherwise today, ten years- after enact.,: 
ment of the law just because, for certain administrative reasons, ~nly a 
much lower rate than the maximum- has actually been levied all these years. 
As for the contributions towards ·.the· Pensions Scheme, we would recall 
that at the 13th Session of the Labour Ministers' Conference (December 
1956) it was agreed." that the contributions to provident funds should' be 
increased to 8-1/3 peF cent. The new factor that has arisen is that unless 
this incre3.Sl; is eff¢cted, a suitable pension scheme cannot be worked out. 
Here _again, therefore, our recommendation only emphasises a matter whidl." 
has been under discussion for long and where the general view is identical 
with what we have recommended. · · . 

86. In this connection, we have often heard complaints that the total 
of the social security charges weigh heavily .. oil; the industry and the indi
vidual in India. We have, therefore, tried to assess the incidence of such 
charges in other countries which follow the contributory pattern. Com
parisons are .rather difficult in this field as different countries follow different 
methods o( financing social security. General tax .revenues and specific 
contributions appear in various combinatio-ns and where some of the services 
relating to social security are provided by other departments like the post 
offi~, the true incidence tends to get obscured. It may also be urged that 
some employers in India are voluntarily providing other additional benefits 
e.g., gratuity, and that such, additfonai benefits ar~ 'occasionally made bind
ing on the employers through awards of tribunals. The .~mparative posi
t1'on has, therefore, to be accepted with caution. But even all~wing for all 
this, the position as indicated in Appendix- IV makes it clear that fhe level 
or' contributions towards social security of workers made_ by the·. employers 
is far- heavier in other countries and that there is little or no justification for 
any suggestion that the burden imposed by the present schemes in India are 
either excessive or disproportionate. 

V. K. R. MENON Chairman 

V. M. ALBUQUERQUE 
S. N. MUBAYI Members 
B.N.DATAR 

S. P. JAIN Member-Secretary 



APPENDIX I 

ORGANISATIONAL SET UP. 

The proposed Scheme will provide . for medical and cash benefits' 
for sickness and maternity, compensation for employment injury, life_ 
pension on normal or invalidity retirement and survivorship pensions 
to dependents on the death of the insured person. Medical and eash bene-
fits for sickness and maternity and compensation for employment injury 
resulting in disablement or death are already being administered by the 
Employee's State Insurance Corporation. The present Employees' Provi-
dent Fund Organisation administers the collection of contributions "from 
subscribers to the Employees' Provident Fund and payment of the contri
butions standing at the credit of the subscriber on retirement after super
annuation or ·on account of permanent and total incapacity for work or 
when he has not been in employment in any factory to which the Scheme_ 
applies for a continuous period of six months. 

The present organisational set up of the Employees' State Insurance 
Corporation and the Employees' Provident Fund Organisation is shown in 
Annexures l and II respectively. 

On the integration of the two schemes, the present funds of both 
will be pooled to provide the benefits under the integrated scheme and the 
existing benefits of the Employees' Provident Fund will be replaced by the 
superannuation or invalidity retirement and survivorship pensions. 

An administrative machinery_ for the collection of contribution from 
employers and employees as well as for making payments of cash benefits 
including periodical payment to the insured persons and their dependents 
already exists under the present set up of the Employees' State Insurance 
Corporation. It will, therefore, be possible to administer the benefit of 
superannuation or invalidity retirement .pensions and survivorship pensions
with the same administrative machinery by the addition of some extra 
staff 'or branches where necessary. 

The integrated scheme may therefore be administered by an Oiga.ni-· 
sation having central, regional and local offices. There may be (i) a central 
office to be known as the Directorate General of Social Security, headed 
by a Director General; (ii) Regional offices in each state headed by Direct
ors; and (iii) local offices for payment of cash benefits to insured persons in 
local areas headed by manager/managers. The staffing pattern for the 
proposed Central, Regional and local offices are given in Annexur" III. 

The employers would pay a single contribution in respect of insured 
persons to the Organisation and will be required to maintain one set of 
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records. Each State will have at least one office located in it. As some 
major States may have more than one such office, these offices may be de
signated Regional Offices as at present. A single inspection organisation 
would be able to function effectively and efficiently and will be under the 
direct supervision of the State Directors, as at present under the two schemes. 
The work relating to collection of contribution, maintenance of accounts 
etc. coverage and enforcement will ;1lso continue to be the function of the 
Regional Offices. Tht Local Offices will be responsible for registration of 
employees, issue of documents, payment of cash benefits, both long term.and 
short term, inc~uding the various types of pensions. . 

It is obviously impossible to give, at this stage, the fullest details of 
the number of persons required at the different levels right to the bottom. 
An attempt has, however, been made to give an estimate of requirements 
in regard to ali officers of gazetted status. 

The following specific remarks seem necessary : (i) The Insurance 
Commissioner, under the proposed set up, will have the new added res
ponsibilities in regard to disbursement of pensions. It is desirable, however, 
that one Principal Officer should be in ultimate charge of all disbursements 
whether of pensions, cash benefits or other forms of payment-otherwise, 
there may be lack of co-ordination. But, for effective working, a good deal 
of work and responsibility will have to be delegated to the Deputy Insu
rance Commissioners. The latter should, therefore, be of a status adequate 
to handle a great share of responsibility on their own. 

(ii) The combined establishment under the Scheme will naturally 
be larger than either of them individually has at present. Unless a 
person of adequate status is in charge of establishment, a good deal of 
even routine matter will go to the Director-General. "Even if the E.S.I. 
Scheme had continued in its present form, an Administrative Officer would 
have hardly been sufficient when the coverage of the Act extended to the. 
whole country. A Director of Administration is clearly needed to head the 
branches dealing with administration, in the Scheme. 

(iii) The work of the Actuary includes compilation of statistics. 
The latter will be both heavy and important, as the experience of working 
of the scheme should be closely watched by collection and maintenance of 
statistics on a continuing basis. The need for having a Deputy/Assistant 
Actuary is, therefore, particularly streised. · · · 



ANNEXURE-I 

ORGANISATIONAL SET"UP OF TilE EMPLOYEES' STATE INSURANCE CORPORATION 

DIRECTOR GENERAL 

~--------------·~------~~.1--------~~----------~ 
Insurance Commissioner Medical Commissioner Chief Accounts Officer Actuary Administrative Officer 

I I Co . . I I I ~· Deputy osurancc mmlSSIOner 1 1 
1 1 1 Assistant Accounts Actuarial and Assistant irectors of 

Assistant Insurance Commissioners(3) AsStt. Medical Planning Officers (3) Statistical Establishment (2) 

I eomrsion~r o~1~'J.> 1 section. 1 

I 
Insurance 
Branch-! 
Planning, 
implemen
tation, 
E.I. Courts, 
etc. 

1 Accounts I&. Au i• I 1 
Insurance Insurance Branche.cr. Establish- General 
Branch-11 Branch-Ill mont Branch. 
Benefits. Contribu- Medical Branch. Branch. 

tions and 
enforcement. 

' REGIONAL OFFICES 

Regio11111 Directors (Deputy Regional Directors IJC. in smaller states) 

I 
Cash and 
Central 
Receipt 
Section 

Medical Referees Deputy Re~onal Directors Regional Assistant Accounts Officer 

Assistant ReJional Directors AccouJts Branch 

Administration an~ Insurance Branches 

I 
Local Offices. 

. I 
. Inspection 

Offices 



ANNEXURE-II 

ORGANISATIONAL SET-UP OF EMPLOYEES' PROVIDENT FUND COMMISSIONER'S, OFFICE 

.'Deputy P~oLdent Fund 
Commissioner 

S :liS . pec1a ection 

CENTRAL PROVIDENT FUND COMMISSIONER 

Assistant PrLident F~nd . 
Commissioner 

Statistical Ltion and 
Accounts Section 

I 
Assistant Pr~vident Fund . 

Commissioners (2) 

I 
Enforcement Section 

--~-
Assistant Provident Fund 

Commissioner 

Administration Section 

REGIONAL OFFICES 

Regional Provident Fund Commissioner (14} (Full-time for Bombay, West Bengal 
Madras, Mysore and Kerala. Part
time State Labour Commissioners 
in remaining States.) 

Provident ~Fund Inspectors 
(Enforcement) 

\ 
Accounts Officers 

(Collection of Contributions and 
Maintenance of Accounts.) 



Medical Commissioner 

Deputy Medical Commissioner 
I 

AssL Medical Asstt. Mlcal 
Commissioner Com missioner 

(Planning) (Medical) 

\L. --,.---' . I 
Section Officers (2) 

I 
Branches. 
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ANNEXURE-III 

PROPOSED ADMINISTRATIVE SET UP OF THE INTEGRATED SCHEME 

DIRECTOR GENERAL 

I 
Insurance Commissioner Director of FinanCe and Accounts 

Dy. Insurance 
Commissioner 
(Benefits) 

I 
Asstt. Insurance 
Commissioner (2) 

I 
Section Officers (2) 

I . 
Branches 

I 
I D

. I 
Dy. uector of Finance & Accounts 

Dy. Insurance 
Commissioner 
(Contributions 
and enforce-

·ment) 
I 

Asstt. Insurance 
Commissioner (2) 

Section obce~(2) 
I 

Branches 

Asstt. Director (Finance & 
Accounts) (4) 

Section jfficers (4} I . 
Branches. 

REGIONAL OFFICES IN STATES 

Directors I . 
Assistant M.lical 
Commissioner (Regional) 

Dy. Directors & 
Asstt. Directors 
(Ins. & Admn.) 

Assistant Director 
(Finance & Accounts) 

~lbffices 
Managers & Staff 

- . I 

Head 1erks 
Branches etc. 

Insurance nspectors 

Actuary 

Deputy/AssJtant Actuary 

Section obcers (2) 

I 
Branches 

. I 
Director of Administration 

Dy./Asstt. Director J Adminisration(3) 

Section Jeers (4) 

I 
Branches. 
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SET UP IN STATES 

PRESENT STRENGTH OF E.S.I. CORPORATION I 

Present No. ofposu 
SL. DESIGNATION Total strength estimated to 
NO. OF POST As• am Andhra Bihiu Bombay Ahme- Delhi Kerala M.P. Madras Mysore Orissa Pul\lab Rajas. U.P. West ofE.P. Fund be requirod 

dab ad than Bengal Organisation in tbe 
scheme 

1. Regional Provident Fund 
Commissioner 3 

2, State Director 
Grade I 3 

3. State Director 
Grade II I s s 

4. State Director 
Grade III 9 9 

S. Dy. Director (Insurance 
I 2 7 10 & Admo.) 2 I 

6. Asstt. Provident Fund 
I Commissioner 

7, Asstt. Director 
2 3 13 25 (los. & Admn.) I 4 2 

8, Asstt. Medical Commis· 
sioner (Reg!.) 6 3 I 3 I 4 23 30 

9. Asstt. Director Gr. I 
I I 6 9 16 ·(Finance & Accounts) .... I 

10. Asstt. Director Gr. II 
1 I 6 7 

(Finance & Accounts) 

II, Provident Fund Inspector 
29 ... ... ... ... ... 

12. Local Office Manai"r a I ... ... 5 27 ... 40 
Gradel ... ... ... "" ... ... ... ... 
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1. Industrial Coverag~. 

(1) Industries : 

(ii) Establishments : 

(iii) Exemptions : 

(lv) Extension : 

APPENDIX U 

STATEMENT SHOWING COVERAGE AND PROGRESS IN IMPLEMENTATION OF EXISTING SOCIAL SECURITY ENACTMENTS 

Employees' State Insurance Act. 

2 

All factories other than seasonal. 

All factories using power and employing 20 or more P.rsons but excluding 
mines and railway running sheds. 

(a) 

• 

Provision to exempt Govt. factories or factories belonging to any local 
authority if benefits are substantially similar or superior to those provid
ed under the Employees' State Insurance Act. 

(b) Provision to exempt from time to time privately owned factories subject 
to certain conditions. 

'(c) Provision also exists for exemption of persons or class of persons subject 
to such conditions as the appropriate Government may deem lit to 
impose. 

(a) Provision : Any establishment or class of establishments, industrial, 
commercial, agricultural or otherwiser 

(b) Proposal : By the end of Second Plan period it is proposed to cover 
all centres in the country having 1500 or more workers 
including extension of medical care to families of insured 
persons. 

Employees' Provident Fund Act. 

3 

Initially six industries of Cement, Cigarette, 
Engineering, Iron & Steel, Paper & Textiles, 
but now extended to 32 other factory and non
factory industries. 

At least 3 years' standing and employing 50 or 
more persons. Reduction of the limit to below 
SO is under active consideration. 

Units having their own provident fund, gratui
tY or pension scheme in force and providing 
equal or higher quantum of benefits eligible; 
also their employees as a class or as individuals 
can opt out. Exempted units are required to 
invest in Central Govt. securities, vest the fund 
in boards of trustees on which the employees' 
representation should be equal to the employ
er's etc. 

Provision to (a) any other industry (b) establi
shments having no provident fund (c) esta
blishments employing less than 50 persons by 
notification. 

By the end of Second Five Year Plan to cover 
other industries employing 10,000 workers or 
more and also other well organised ones, even 
if employing less. There is a proposal to ex
tend the Act to commercial establishments 
inclu.diog banks, insurance companies, hotels, 
studios, transport companies, general trading 
concerns, etc. 

Coal Mines Provident Fund Act. Workmen's Compensation Act. 

4 5 

Coal Mines. Organisations ancillary Factories, Mines, Plantations, Rail~ 
to coal mines and situated within ways, Mechanically propelled vehi
the coal-field area such as head- cles, construction work and certain 
offices, workshopS, coke plants, sand hazardous occupations specified in 
lines, labour recruiting offices, hos- schedule II of the Act. 
pitals etc., are also covered. 

All irrespective of employment All establishments. 
strength. 

Option for continuance of member- Nil. 
ship of previous recognised provident 
funds. 

Provision-All coal mines in the 
whole of India except Jammu and 
Kashmir. 

State Govt. can add specific hazard
ous occupations to the schedule. 
This power has been exercised. 

Maternity Benefit Act. Industrial Disputes Act. 
(Provisions relating to Lay off and Retrenchment only). 

6 7 

There arc Central Acts applicable to Factories, Mines and Plantations. 
the whole of India except Jammu and 
Kashmir providing for Maternity 
Benefits e.g. Mines Maternity Benefit 
for mines, Plantations Act for plan· 
tations. Besides there are State 
Maternity Benefit Acts covering non-
seasonal regulated factories generally, 
but in Assam, Kerala and West 
Bengal, plantations are also covered. 

All. For retrenchment-all industries covering business 
trade, undertaking manufacture or calling of employers 
including any calling. service, employment, handicraft 

' or industrial occupation or avocation or workmen. 
For Lay off-all establishments employing over 50 work· 
ers and not working seasonally or intermittently. 

Nil. Nil. 

Nil. 1 Nil. 

Extension to the tribal areas of 
Assam is u.nder consideration. 

The original Act has been amended Nil. 
8 times and again there is an amend .. 

Nil. 

ing Bill before the Rajya Sabha. Its 
main object is to enlarge the scope 
of schedules I, II, and Ill on injuries 
deemed as leading to permanent 
partial disablement, coverage of em· 
ployment and hazardous occupational 
diseases. 

2. Ceographical Coverage : Whole of India except Jammu and Kashmir State. Whole of India except Jammu and Kashmir. West Bengal, Bihar, Orissa, Madhya 
Pradesh, Assam, Bombay, Andhra 
Pradesh & Rajastharr,, 

Whole of India except Jammu 
Kashmir. 

and All these Acts toge1her provide for 
maternity benefit throughout India 
~xcept Jammu and Kashmir. 

Whole of India except Jammu and Kashmir. 

3. Person.! Covert!d : 

(i) Class: All employees employed for wages in connection with the work of the factory 
or establishment. ' .· · : 

(li) Wage Limit : 
~ 

RS.,400/-. 

All employees having completed one year's con
tinuous service or 240 working days' work dur· 
ing a period of 12 months. 

. i 
All employees with the exception <?f Persons working in . employments 
(i) malis, sweepers,[ and domesllc specified in schedule II to the Act 
servants engaged in personal work; excepting casual or those employed 
(II) employees of the National Coal otherwise than for employer's trade 
Development Corporation (P) Limit· or business. 
ed who are governed by railway rules 
and/or civil rules and (iii) labourers 
or contractors for brick making, tile 
making and buildin~. 

Qualifying Period (1) For those whose 
basic wages do not exceed Rs. 300/· 
p.m. earning attendance bonus under 
Coal Mines Bonus Scheme for the 
first time. (II) For those whose basic 
wages exceed Rs. 300/· p.m., seventy
five days' atendance in a quarter for 
the first time. 

Rs. 300 p.m. basic, initially, but raised to Rs. 500 There is no wage limit for entry to Rs. 400 p.m. 
inclusiveofd.a. from February 1957. the fund. 

All women workers who satisfy cer
tain qualifying periods of service 
preceding the date of giving notice 
of pregnancy. The period varies 
from State to State from 150 days 
to 9 months. 

Nil. 

All workers excluding casual or badli workers having 
completed one year's continuous service. 

Nil. 

· .. 
(iii) Actual No. covered : Upto 30th 'November, 1958 the Scheme has been implemented at 7~ centres 

in 12 States ancl the Union Territory of Delhi covering 13.57 lakhs msurable 
employees out of. a total of 22 lakhs insurable employees in the country. 

By 31'.7.58 in the entire area about 6720 .units 
employing 29.5 lakh persons covered With a 
membership of 24 Iakh subscribers, of which 
10 lakhs were in exempted units. 

Nearly 3.5 lakhs workers are active In 1956 the Act covered 34 lakhs In the year 1956, a total of 4.91 lakhs All factories, mines and plantation workers. 
subscribers. employees. women workers were covered. 

4. Benefits provided: 

5. Contribution.! : 

' ", 
(a) Medical benefit : ~cal care to the insured persons and their families. 

In the case of T.B., medical benefit extended by further one year after 
normal title ceases, if the·msured person has put in 3 years' conttouous 
service. "'-. , 

(b) Sickness Cash Benefit: At 11% of the average daily earnings forh5l6f 
days in any 365 days. In case onr.B. extended cash be!'efit ~t a 
the rate of sickness benefit for a furthe{ period of 18 weeks tf.the msured 
person has been in continuous service f~ears. :, 

(c) Employment Injury Benefit: On the average at 7/12th of the aycrage 
daily wage for the duration of temporary disablement o~ fo~ hf~ .on 
permanent total disablement. In case of permanent parttal dtsabiltty, 
full rate is reduced according to the extent of d~ility. 

(d) Dependents' Benefit : In case of death due t~ em~oyment injury at 
3/5th of the full rate to widow till remarriage or death and 2/5th of full 
rate each child below the age of 15 or 18 if studying or in the case of 
daughter until she attains 15 years of age or until marriag.,..whichever 
is earlier. All shares of the dependents are reduced pro-rata so as 
not to exceed the full rate. If no widow or child survives, benefits may 
be paid to other dependents. "-._ 

(e) In the event of confinement, an insured woman gets full average wage~ 
12 as. whichever is greater for a period of 12 weeks. 

Approximately 4-2/3% of wage bill from employer and 2·1/3 from employees 
but at present employers are required to P'!-Y only 1!:¥, in areas where the 
Scheme is implemented and l% in non-1mplemente0 areas. 

Refund of employers' and employees' contri· 
bution with interest after lS years' membership 
or on death, permanent disability, superannua
tion and retrenchment. Employer's contribu· 
tion with interest thereon is refunded only to 
the extent of 85%, if membership period be 
10-15 years, to 75%, if 5-10 years, to 50%, if 
3·5 years and to 25 %, if less than 3 years. 

Same as in the Employees' Provident 
Fund with the exception of t~e 
facilities for the payment of. hfe 
insurance premia out of provadent 
fund. 

EmpJ0<>... and Employees each contri~ute ~% Rates same as in lhe Employees' 
of basl~~es and dearness allowance tncludtng Provident Fund except that in coal 
value of food concessions, if any. Employer mines they arc based on total emolu
has also to pay administrative charges (at pre- ments. 
sent at 3% of. hlo. contribution) in case of non· 
exempted units, and inspection charges (f% of 
the amount) in cast!...,f exempted units.. ~he 
ptoposal to increase t~ rate of contnbut1on 
from 6i% to 8!% is hcl~beyance. 

Compensation on prescribed scale 
depending on the nature of injury 
and the average monthly wage in 
case of death, permanent total/partial 
disablement, or temporary disable
ment. In cast of death compensation 
to adults paid in lump sum varies 
from Rs. 500 to Rs. 4,500 and in 
case of total permanent disability 
from Rs. 700 to Rs. 6,300. Com· 
pensation in case of permanent 
partial disablement is a fraction of 
that paid in the total case depend· 
ing on the percentage loss of earning 
capacity as laid down in Schedule 
to Act. In case· of temporary 
disablement, half-monthly payments 
varying from half a month's wage, 
to Rs. 30/· according to the wage 
slab. 

Nil. 

The usual rate of benefit is average 
daily earnings subject to a minimum 
of 8 as. '.in some States 12 as). In 
some States the rate is uniform 8 or 
12 as. The rate varies considerably. 
The period of benefit is usually 8 
weeks but in some cases it is 7 or 
12 weeks. 

Nil. 

In case of Lay off 50% of basic wage and dearness allow
ance payable for 45 days in a year. !n ~ or. re~h
ment7 a month's wages if one months nottce m wnttog 
not given and a gratuity at the rate of 15 days• average 
pay for every completed year of service or any part there
of in excess of six months. 

Nil. 



APPENDIX Ill 

ACTUARIAL CALCULATIONS REGARDING 
THE PROPOSED SCHEME 

The Scheme .provides· fairly comprehensive be"nefits covering the contin
gencies of sickness, maternity, employment injury, invalidity, old age and 
death. For calculating costs, a wide range of basic statistics is required 
relating to wages, size of family' and incidence o( sickness, confinements, 
accidents, invalidity, withdrawals and mortality· appropriate for the working 
classes proposed to be covered. · Most of it is notreadily available. Material 
collected from the records of the two current Schemes under th~ E.S.I. Act, 
and E.P.F. Act, that are being proposed for integration, was analysed to 
obtain the requisite daia as far as available. While the statistics thus 
collected are suitable for the purpose, a word of caution ·may be sounded 
at the very beginning. No new scheme can be expected to have ready
made statistics available at its inception. It is not practicable to ·collect 
such statistics specially but, even if it were, the result would not be com
mensurate with the effort involved. The various limitations and conditions 
relating to payment of contributions and grant of benefits affect the resultant 
statistics.· In effect, every social insurance scheme ·generates its own peculiar 
statistics in the course ofits ·working. · Thus, it would be more appropriate 
to make use of the readily available data, closely relevant to the Scheme, 
and, if necessary, to modify them suitably in consideration of the expected 
deviations. These introductory remarks are made in order to emphasise that 
what is being attempted in this appendix is nothing more refined than to show 
that the rates of benefit proposed -in the Scheme can, as far as it is possible 
to foresee, be mer by the rates of contribution suggested and that there would 
be a comfortable margin to face any adverse experience. When the Scheme 
gets its feet firmly on the. ground, say, after five years of its litunching, it 
will be time to assess the experience and adjust the contributions and benefits 
suitably. Prudence sugg~sts that, to begin with, the Scheme should grant 
benefits on a conservative scale, even if the actuarial calculations, neces
sarily based on improvised data, seem to indicate a further Iiberalisation of 
benefits. They may be raised later on in the light of experience . 

. The Sources of Basic Data. · 

Health insurance in India, which made a modest beginning in February 
1952 has recorded rapid. advances ~uring the last four years. In ·certain 
centres the Scheme has been in force for four to six yearsbl)t the process of ' . . - . - . . ' pl .. 
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development in various directions is still going on. While, in general, the 
E.S.I. Scheme can furnish good basic material in regard to sickness, mater
nity and employment injury provisions, it can furnish only certain indications 
in some cases, where the experience is in infancy. For instance, extension 
of medical care to families has just made a start, extended sickness benefit in 
tubercular cases was introduced recently, and maternity benefit has been 
raised to full wage rate a few months back. Available material under the 
Scheme was specifically analysed and the results taken note of. Pensionary 
benefits to workers on a national scale are being considered for the first 
time but it is here that there is need for fairly reliable data, since, unlike the 
E.S.I. Scheme benefits, one is dealing with long range benefits. The E.P.F. 
Scheme has been in existence for the last six years, though it also is still 
developing. Provident fund is very much simpler in operation than a scheme 
of pensionary benefit, saddled as the latter is with invalidity and survivor
ship benefits. The E.P.F. Scheme cannot furnish all the data required nor 
can the data be reasonably close. But it can supply workable statistics of 
wages and withdrawals. These data for the Delhi centre were analysed in 
detail on sorting and tabulating machines. Statistics of annual withdrawals 
from the Fund were specially collected from all over the country. The 
material available in the literature on labour problems such as Industrial 
Awards in India, Indian Labour Year Book, Indian La'bour Gazette, etc., 
was studied and information was supplemented by special collection from 
some of the important local units. The basic elements required for the 
actuarial calculations and the process by which they were determined along 
with the current experience are given in the various Annexures. 

PA:RT I 

Pensionary Benefits. 

1. In the pensionary group the following may be taken as identifiable 
beRefits : 

1. Retirement 

2. Gratuity 
3. Survivorship 

(a) Normal 
(b) Invalidity 

(a) Death while in service 
(b) Death after normal pension 
(c) Death after invalidity pension, 

Before discussing the cost of these items, some remarks are needed 
about.the co?stitution of the membership of the pension fund. Workers 
enter ~dustnal employment at all ages, though there is a well-defined con
centratton at younger ages. Provident Fund data relating to workers 
who had practically completed at least a year's sen1ce before joining th~ 
Fund, show the entry ages spread out as follows : 
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Age Central Age Per unt. of total 
Below 18 Below 18- 6%· 

18-22 20 37% 
23-27 25 25% 
28-32 30 13% 
33-37 35 8% 
38-42 40 5% 

Above42 Above 42 6% 
Entry ages are thus concentrated in the age span 18-27 but the propor

tion in the higher ages is not negligible: Under the Scheme, contributions 
and benefits will not vary with age at entry, but the cost of benefits, in rela
tion to the contributions, varies considerably with age at entry. Accord
ingly, calculations were made for entry ages 20, 25, 30, 35 and 40. The 
detailed breakdown of cost of the various benefits for these central ages are 
shown separately in . Table I. The discussion that follows is based on the 
overall average for all entry ages obtained by combining them in the ratio of 
percentage employment shown by the group corresponding to respective 
central age. · 

2. The contribution of 1,000 members entering at ages 20 to 40 spread 
over central ages as given in para (I) above, on reaching stationary condi
tions, would form a Fund. On the basis of the calculations made, the Fund 
will annually pay the following amounts as benefits. These amounts are 
also shown in the last column. as percentage of the value of wages earned 
by the members during their employment. Thus, the last column give.s the 
contributions required to support them. 

Benefit Cost 

(a) Pensions (to members) 
(i) Normal · Rs. 4,76,625 
(ii) Invalidity , 2,18,543 

(b) Pensions (to families) on death 
(i) in service .. · Rs. 8,44,364 

(ii) on normal 
retirement 

(iii) on invalidity 
retirement 

(c) . Gratuity 
(tl) Withdrawal 

" 1,46,121 

" 
64,334 

Rs. 
6,95,168 

10,54,819 

. 81,373 
2,19,489 

20,50,849 
Add cost of administration at 10% · 2,05,085 

Contributions 

5.12 
3.51 
1.61 

7.78 
6.23 

1.08 

0.47 
.60 

1.62 

15.12 
1.51 

22,'55,934 16.63 
An explanation seems necessary in regard ~ th~ provision of cost of~

ministration. at 10 per cent." .It has been explaJntd m the Report that while 
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'tliere·will'be rid increase in the levy now made on employers in respect of 
administrative charges, it would be risky to make any reduction either. A 
pension· scheme is far more complicated than one of a provident fund. For 
purposes'ofpresent calculations, the maximum administrative charges have 
been a5stimed at ten per cent. of the cost of the benefits. It is possible 
that with constant vigilance, the actual expenditure may prove slightly less 
but the difference will be so small that it will not be material. 

·rn the above calculations, entrants at still later ages have not been taken 
-inro account,' a5, under the Scheme, such persons will get no pensionary 
·b!riefits but only a return of their own and their employers' contribution 
together with compound interest not exceeding 3 per cent. per annum. This 
-will· be slightly less than the rate of interest which the Fund itself earns. 

· These late entrants who withdraw before retirement age will get withdrawal 
·b~nefit only; thus leaving a: small fraction of employers' contribution in the 
·Fund. It follows that this· group oflate entrants can never be a strain on the 
·Furid.. Indeed, they will confer a slight benefit. 

· 3. (i) A few other points also require explanation. The full pension 
a1missible to a member has been taken as the survivorship pension payable 
to· his family. ·rn every case, the family has been taken to consist of a widow 
and children as suggested by the data relating to I 93 families of persons 
·insured under the E.S.I. Scheme, who died due to employment injury. 
·The data showed 4 per cent. cases where only orphans were left as survivors. 
There is no doubt that the number of cases, where only orphans are left as 
S'-!rvivors forms a small percentage somewhere near this level, but it is not 
p:>ssible to fix its precise extent with the available data. However, the 
Scheme provides for increased allowances to orphans as compared to chil
dren left with mothers surviving. It is considered that the provision made 
on the basis of a family of a surviving widow and children in each case will 
cover the cost ·or allowances in the case of orphans. However, as a safety 
measure, an ad hoc extra provision of 10 per cent. of the cost of the benefits 
in respect of a family of a widow arid children has been made. 

(ii) The hesitancy to introduce an age for compulsory retirement is 
doubtless due mainly to the absence of any provision of old age pensions. 
With the introduction of such pensions, an age for compulsory retirement 
might be introduced. The Scheme, however, does not lay down any such 
c<>mpulsory age for retirement. But it provides cessation of payment of 
contributions and accrual of additional benefits after the age of 60 (55 for 
women), in so far as pension portions are concerned. For purposes of 
calculation, it has been taken as if retirement is compulsory at age 60 (55 
for women). · 

(iii) The results giveri:above mainly pertain to male workers. Due 
to the absence of the necessary data, -it is not possible to arrive at the corres
ponding figures for female workers with the same degree of confidence. 
There is no information· about their withdrawal and invalidity experience, 
aritl·faniily structure .. ·The· records of E.S.I. Scheme show that they form 
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about 6 per cent. of the total number of workers in the sector covered. 
A study of the records for 1955 of20 cotton textile factories in the different 
areas in Bombay by Shri R.G. Gokhale, Labour Officer, showed that 49.42 
per cent. of women workers were married, 49.70 per cent. widows and the 
small percentage of 0.88 unmarried. They had an age distribution different 
from m~n. The comparative figures are given below : · · 

Age Male Female 
Below 20 0.2 0.1 

20-24 6.5 2.0 
25-29 19.4 8.2 
30-34 23.0 15.6 
35-39 18.1 19.4 
40-44 12.8 19.4 
45-49 8.5 15.5 
50-54 6.4 10.9 
55-59 3.2 5.4 
60 & over 1.9 3.5 

Total Workers : 100 100 
Indian women workers in factories, mines and plantations are usually 

employed on relatively light unskilled work. Their earnings tend to be no 
higher than those of the unskilled category among the male workers. It is 
not certain how far women have uninterrupted employment like. the male 
counterpart. These features perhaps explain why the E.S.I. and E.P.F. 
records for Delhi centre, which furnished useful material for fixing bases of 
calculation for male workers, yielded so little in respect of women workers. 
Nevertheless, the information given above coupled with the consideration of 
the benefits available to women wcrkers under the Scheme lead to 
the certain conclusion that the rate of contribution arrived at in the case of 
male workers will definitely be adequate to pay for the benefits. In fact, 
there may be an overall safety margin provided by. the block of women 
workers-not much though, since the block accounts for only a small pro
portion of total employment. 

4. (i) It will be seen that on the bases adopted in the calculations, 
contribution at 8-l/3 per cent. by an employee and the emp1oyer each will, 
on the whole, pay for the benefits evaluated. As circumstances permit
ted, care has been taken to keep. the bases as realistic as can be fore
seen. Actual.experience of working of the Fund alone can give better data. 
Prudence requires maintenance of an adequate safety margin in such a 
case, as i.t would be easier to step up the benefits at a later date than a stepping 
down.· This approach can be illustrated more. concretely by a consideration 
of the cost of the various benefits for different entry ages shown in Table 1. 
[t will be seen that as the age at entry increases from 20 to 40 the contribu
tions required to support the benefits increase steadily from 13. 7~ per cent. 
to 18.45 pet cent; of the wages. :At age 30 it is'just 16.41 per cent.; below 
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t-his age it is less but above, it is more. Thus, the overall average, which 
just equals the prescribed contribution rate, very much depends on the rela
tive ages of the members at entry. There is no statutory or conventional 
restriction about the entry ages, as is usual in most pension funds. By and 
large, industry does take up able-bodied active workers, who can put in stre
nuous work required of them, but, in actual fact, entry ages are spread over 
a large range as is shown by the E.P.F. data. The stabilising influence of the 
pension sche~e may gradually narrow down the span of entry ages. The 
important point to note is that variations in this factor may well tilt the 
balance. 

(ii) Among the various benefits, gratuity costs very little as a percen
tage of contributions. The percentage rises from 0.44 to 0.99; it is slightly 
less for age 40. All benefits, except withdrawal, cost increasingly more as 
the age at entry increases. The cost of withdrawal declines from 2.38 to 
.08 and the fall is distinct from age to age, obviously because of the reduc
tion in span of ages, over which withdrawals take place; as is well known, 
withdrawals are more a function of duration of service rather than of age 
attained. Only for entry_ age 20 is the cost relatively important, being com
parable with the cost of normal retirement. Socially, withdrawals defeat 
the main purpose of a pension scheme. But from the point of view of the 
Fund's solvency, withdrawals are even advantageous. The number which 
would have figured in the costly death or retirement benefit will be corres
pondingly less and, in some cases, those withdrawing leave in the Fund some
thing out of the employer'.s. contribution. The E.P.F. data indicate that the 
rate of withdrawal is slightly higher than what is adopted in the present 
calculations. This is because one major effect expected from the institu
tion of a pension scheme is to stabilise the labour force and to reduce with
drawals. When this happens the cost of pensions will increase. 

(iii) The next important item is the member's retirement pension. 
Its cost rises steadily from 2.52 to 6.02 for normal retirements and from 1.31 
to 2.49 for invalidity retirements. The total cost on account of invalidity 
pensions is less only because actual cases are few. But the cost of invalidity 
pensions for an individual is much more than it is in the case of retirement 
pension. 
· The more costly item, however, is the family pension. Its cost rises 
from 7.13 to 9.02 forming practically halfofthe cost of all benefits together. 
The cost of family pension in case of a person, who has retired, is relatively 
small as the family advances in age, while the retired member is alive and 
supports -them. It is-in the case of death in service that the cost of family 
pension is much heavier.. In- those cases, the cost rises almost steadily 
between 5.98 and 6.48, the variation with age at entry being not much. But, 
as stated in the Report, it is this death benefit which is most urgently needed 
in any real social security scheme. The cost has, therefore, to be met. 
. I_t may be added that no investigation of the mortality of workers 
10 lnd1a has been made. Only a proper mortality investigation of Indian 
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workers can show what the appropriate basis should be, and, hence; there 
is a need to keep a safety margin in the cost estimates for any deviation of 
the actual experience from the assumed basis. 

· 5. The conclusion, arising from the considerations discussed above, 
is that, at least initiaiJy, it would be prudent to keep· a safe margin between 
cost of benefits and the contributions. The simplest way of doing this 
is to restrict the total survivorship pension, in the first instance, to two
thirds of that admissible to the ··insured person himself and this is what has 
been recommended. · In the light of experience it wiiJ be easy to increase 
this ratio progressively; if periodic reviews of the financial position justify 
this. This initial restriction will reduce the cost by 2.6 percent. of the 
wages of the members, which will be an adequate safety margin between 
cost and contribUtion: ' A's ·illustrations the relative figures of contri
butions and various benefits for an average worker entering at different 
ages on this ·basis. are given In Table IT. 

· Health Benefits 

I. Tlie health benefits under the Scheme are medical care and 
cash benefits for sickness, maternity and employment injury. The cash 
benefits are precisely laid down in terms of money, whereas medical care 
is a service item and should depend on the residual left after meeting the 
cost of cash benefits. It will, thus, be a case of cutting the coat according 
to the available cloth. The cost of cash benefits is given below : 

Benefit Cost as percentage of 

I. Sickness ;· 
2. Maternity · 
3. Employment Injury 

(i) Permanent Disablement (pension to 
member and family) 

(ii) Temporary Disablement· ... 
(iii) Survivorship (in case of death) 

average wage 
2.32 
0.22 

0.54 
0.19 
0.13 

3.40 
The bases and the other details regarding the above, along with the current 
experienc~·are given in Part II of A.n11exure ]. It may be mentioned here 
that while the cost of pensionary benefits have been evaluated on 'Reserve' 
basis, the present benefits have been dealt with on 'Asse;-sment' s~stem, 
i.e., every year's revenues would, more or less, meet the years costs wtthout 
aiming at providing any reserve to be carried forward. Under ~mplo~me?t 
injury, there Is a provision for pension to the member and his familY. m 
certain cases. In the Scheme, such cases will be tak-en over by the pensiOn 
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side, but their cost is ·being considered here, since, at present, the relevant 
contributions are meant to provide for "them. · · 

Out of a total contribution of 7 per cent. of wages required to be 
made by employer arid employee for medical care and the above cash benefits, 
10 per "cent. may be laid aside for administration expenses. Thus, of the 
total contribution, only 2.9 per cent. of average wage is available for medical 
care, after providing 3.4 per cent: for cash benefits. The all-India average 
wage in 1956 in factories covered by the Payinent of Wages Act was Rs.1,212. 
As, at ·that time, only employees getting upto Rs. 200 p.m. were covered 
by this Act, against the limit of Rs. 500 · proposed in the Scheme, the 
average may be taken at Rs. 1,250 per annum. Thus, the amount 
available for medical care of the member and his family is only Rs. 36.25 
per employee. As against this, it is estimated that the cost of providing 
medical care including hospitalisation to the employee and his family would 
work out to Rs. 56 per employee. One-third of this is on account of hos
pitalisation of the employee and his family. It is based on a provision 
of 2.5 general beds, 2 T.B. beds and 0.5 maternity bed per 1000 employee
family units. At present, the State Governments are sharing !/4th of the C)St 
of medical care to the insured persons, but this will be reduced to !/8th on 
inclusion of families. At present, only employees get full medical care. 
Families, though included recently, are entitled to only restricted benefit
out-patient treatment and domiciliary confinement. The question as to how 
far the State Governments will share the inereased costs on account of 
granting full medical care to families is still not settled. Thus, there is a 
substantial uncovered gap and ways and means have to be found to cover 
it. 

· 2. Though the bases, on which the figures in the preceding paragraph 
have been arrived at, take due note of the actual experience so far, they 
are comparatively more stringent. In the Interim Valuation Report on 
the working of E.S.L Scheme upto the period ending September 1953, the 
Valuer toned down the original bases very considerably. These have been 
modi~ed to a still lower level in the present calculation and yet the actual 
expenence is lighter still. There has been no adequate analysis of the pre
sent experience on the strength of which one could decide the probable 
future e~p~rie?ce. The Scheme is still expanding in geographical coverage 
a.nd assJmtlatmg experience. The benefits are also being adjusted in the 
hght o~ experience gained. The standard of medical care is not yet upto 
the deSired level. Inclusion of families- for medical care is a new venture. 
The Sch~me has not, therefore, yet reached a state of anything like maturity. 
In the ~lrcu~stances, there should be a greater statistical justification than 
now exists, if actual experience gained so far is to be the determining factor 

·for purposes of calculation •. But, wherever statistical evidence from inde
p~ndent sources lends support to the actual experience it has been adopted 
With a small margin for future variations. In other i~stances it is unsafe 
to change_ the interim·valuation basis .. : What has been consldered a safe· 
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margin between the adopted bases and actual experience has been main
tained. If future experience so justifies, it may be reduced later. 

3. (i) The position, as it would be, assuming that the present favour
able experience continues, may now be discussed. The year 1957-58, was 
the first, when new areas qualifying for cash benefit during the year added 
only a comparatively very small number to the total number of employees 
already· covered at the commencement of the year. Thus, in that year, 
particularly all those employees, who contrlbuted, were eligible for all the 
benefits under the Scheme throughout the year. The employees' contribu
tions which work out to 2-1/3 per cent. of the total wages, was.Rs. 352.36 
lakhs during the year. The total wages were thus about Rs. 15,101.12 lakhs, 
giving an average wage of Rs. 1265 per employee. 

Under the Scheme, extended sickness benefit for another 39 weeks 
at full rate is being provided in case of specified long term diseases and the 
rate of maternity benefit is being increased to full wage instead of half. 
Under permanent disablement, full pension to family is also being provided. 

· The expansion of the Scheme requires opening of new State Regional 
Offices and hence cost of administration will increase. The following 
table gives the actual expenditure during 1957-58 under the various items 
of cash benefits and administration, their percentage to total wages and 
the additional cost of extra benefits under the Scheme estimated on the 
basis of the present experience : 

Item 

l. Sickness Benefit 
2. Maternity " 
3. Employment Injury : 

(i) Permanent and tempora
ry disablement (total and 
partial) benefit 

(ii) Dependents' " 
4. · Administration Cost 

Expenditure 
(Iakhs of . rupees) 

172.81 
5.17 

29.75 
5.45 

61.81 

Percentage 
of wage 

bill 

l.l5 
0.04 

0.20 
0.04 
0.40 

Cost of 
extra bene-
fits as per-
centage of 
wage bill 

0.25 
0.04 

0.20 

0.20 

1.83 0.69 
The above figures show that a margin of 4.48 per cent. of wages will 

be left over for medical care. This gives roughly Rs. 56 per employee for 
medical care to the insured person and his family, adequate to meet the esti
mated cost. 

(ii) The difference between the cost of different benefits given in 
para 1 and the costs on current experience given in the preceding sub-para 
is striking. The incidence of maternity and employment injury benefits being 
small, it is hardly necessary to discuss in detail the reasons for the difference 
regarding these items. There is some interest round the figure of cost of 
sickness benefit. As against the figure of 1.4 per cent. based on actual 



experience, 2.32 per ~ent. is adopted in para' I above. On the basis of 14 
days' sickness benefit per e:mployee per year, the cost works out to 2.98 per 
cent., whereas the experienced percentage of 1.15 is the cost of seven days' 
sickness per employee per year as deduced from the records of sickness 
benefit days. There are two main reasons to show that seven days' sickness 
is definitely low. Even in the areas covered, the scheme is not fully stabilis
ed as it came into operation on different dates and no claims are admissible 
for the first nine months after date of entry. Experience also shows all 
admissible.claims are not actually made in the earlier stages and this is 
borne out by the fact that in areas where the scheme has been in force 
for a few years, there is a progressive increase year by year. The calcula
tions also bring out a figure of 1.49 per cent. for seven days' sickness while 
the actual cost is only 1.15 per cent. This might indicate as if there were 
greater sickness among the low wage group section, but there is no solid 
evidence to establish this. The conclusion is that it is not safe to go strictly 
by the actual past experience. 

4. The many reasons for accumulation of a large surplus in the funds 
of the Corporation have been explained in the main Report. These sur
pluses will not disappear overnight. Construction of hospitals and other 
ancillary buildings will take time, even if ample funds are readily available. 
So, for a short interim period, if the contributions are raised to the maximum, 
the surpluses may even show an increase. But, for purposes of long term 
planning, these surpluses will be the only safety valve which can be drawn 
upon· in the contingency referred to in the preceding paragraph. The sur
pluses, if used on construction of buildings, will, to that extent, give some 
relief on future liabilities on the Funds. The existence of the surpluses at the 
time when the Corporation is embarking on large building programmes is a 
timely coincidence in that it avoids the need for borrowing of capital and 
payment of interest thereon. 

TABLE I 
Percentage of Wages required for the various benefits for 

different entry ages. 
Age at ~ntry 20 25 30 35 40 All Ages 

(I) PensiOn to 

1 1 
~ember 3.83 5.34 6.30 7.37 8.51 5.12 

1·2 1 °U~! 2.52 3.69 4.41 5.22 6.02 3.51 

~
.) nva. 1pty 1.31 1.65 1.89 · 2.15 2.49 1.61 
2 Family; ension 7.13 8.00 8.36 8.72 9.02 7.78 
.I Death m Service 5.98 6.38 · 6 45 ·6.48 6 38 6 23 

2.2 Normal · · · 

2 3 Iretirem1.d~mt 0.77 I.I3 . 1.35 
. nva 1 1ty 

retirement 
(3) Gratuity 
(4) Withdrawal 

1.59 1.85 1.08 

0.38 0.49 
0.44 0.61 
2.38 . 1.46 

0.56 0.65 0.79 0.47 
0.79 0.99 ' 0.84 0.60 
0.96 0.54 0.08 . 1.62 - -TOTAL: 13.78 15.41. 16.41 17.62 18.45 15.12 

-···..........-.:..··'' ·--
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TABLE II 

Monthly Contribution and Benefits at different ages in an 
average case. 

Entry Age At _20. ·. -2;i 30 35 40 
Age (Rs.) (Rs.) (Rs.) (Rs.) (Rs.) 

.. 
. ~-6.50'· . 1. Contribution by em- 20 .. ·: 

ployee (or employer) 25 9.92 6.50 
30 10.04 8.92 7.17 
35 IUJ 10.33 8.00 7.17 
40' 1L92 il.33 8.83 8.00 6.25 
45 12.33 I 1.92 9.58 8.42 '6.58 
50 12.75 12.33 10.00 . 8.83 7.00 
55 h17 12.92 1D.42 9.25 7.42 

2. Normal retirement 
Pension to Member 60 70.00' . 68.03 .. 47.81 . 35.47 22.48 

Pension to Family 
thereafter 46.67 45.35 31:87 23.65 14.99 

3. Invalidity retirement .. 25 23.2:3' 

Pension to member 35 32.73 29.08 22.75 ... 
Pension to family 55 . 68.03 56.44 38.28 27.13 . 21.63 

thereafter (rate same as · 
under Death in Service) 

. . 
4. Death in Service. 

Pension to family 25 15.49 
.35 21.82 . 19.39 15.17 

.45. 30.31 23.35 18:49 !6.42'. '!2.83 
·55 45.35 ' 37.63 . 25.·52 18.09 14.42 

5. Gratuity 40 572 
45 888 512 ... 
50 '918 . . 888 480 .•. 
55 . 948 918 . 750 444 .. ... 
60 978 ·. 948 . · '780 696 360 

' 
605· .37 6. Withdrawals 25 

35 2510. 1302 .,598 41 

45 5708 ... : 3Sll . '2243 H89 507 

49 .·6788 . 434i. 2917. 1683 898 
. ·~ " .... ·• .:. . ........ .. ·. ' .. . . 

r.:J 



ANNEXURE I 

Actuarial Bases 

The calculations cover two distinct fields, which are considered below 
separately in two parts :-

PART I 

Pensionary Benefits 

1. Rate of interest : A rate of compound interest of 3 per cent per 
annum has been assumed. The present financial situation might sug!.fest 
a slightly higher rate, but it would not be safe to assume such a higher rate 
for long range purposes. 

2. Mortality. (a) In service-The neareH available Indian experience 
is Census Life Tables 1951. Industrial workers have to undergo a heavy 
occupational strain. Mostly, there is no medical selection on recruitment, 
though due to the very nature of the work expected of them, generally 
speaking, they have to be able-bodied and physically strong. Further, 
those who break down in health either leave service or will under the Scheme 
get invalidity pension, if eligible. On balance, it was felt appropriate to 
adopt the mortality in service as shown by Census Life Tables 1951 reduced 
by two years. Mortality in service has an important role in the Scheme. It 
determines the number entitled to the costly survivorship pension on death 
in service, as also the number going up to retirement age. 

(b) Pensioners-{.i) Normal-It is generally taken that those serving 
a full working life are stronger and healthier than those left behind. But, 
in a compulsory scheme, there is no scope for self-selection in availing of the 
pensionary right. The mortality of normal retirement is, therefore, taken 
as shown by Census Life Table 1951 reduced by five years. The assumption 
of such a lighter mortality for pensionary benefits, of course, errs on the sate 
side. Note should also be taken that pensioners' mortality of manual wor
king class will be significantly heavier than in other sections, as, e.g., clerical. 

(ii) Invalidity. The Scheme provides that invalidity will be medically 
certified and in view of the relatively high cost of this benefit, this shou1d be 
of appropriate standards. Mortality rate of impaired lives will be parti
cularly heavy, but as the most seriously deteriorated lives are removed by 
earlier death, the mortality rate of the survivors will be less heavy. The 
reverse selection would generally be more marked at the younger ages. The 
employer and the medical opinion are likely to be more lenient in permitting 
retirement on pension at, say, 55 than at age 35. A retirement at a young 
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age means a heivy reduction in inoome; ·the employee aiso!S iikelyto apply 
for voluntary retirement at a young age, -oilly when the- degree of disability 
is much higher. Thus, on the whole, mortality of invalidity pensioners 
should be heavier not only when compared with that of normal retirements 
but also 'with reference to the mortality of active members in service. The 
mortality has been taken to be the same as that of members in active serVice, 
which leaves a small margin on the safe side. 

- 3 . . ·Wage Scale. There are well-defined sections :of membership 
with their own wage characteristics. Unskilled workers and operatives 
covering machine workers, craftsmen and process workers, together forming 
90 per cent. of the total members generally have a fixed wage, which may be 
on time-rate, or, piece-rate basis. The rest comprising clerical, professional, 
technical, administrative and executive staff and other ·incidental services 
have' time scales at different levels. The Scheme, being compulsory, with a 
rat« of contribution not varying with occupation, needs a common wage 
scale for purposeslbf calculation. The scale adopted for entrY 'age 20 is 
. given below and the manner in which it has been arrived at is described in 
Annexure II. · · · · 

Age Averagemonthly 
Wage. 
Rs. 

Below 25 90 
25-29 115 
30-34 130 
35-39 140 
40-44 145 
45-49 150 
50 and over 155 

The wage scales adopted for other entry ages are given in Annexure II. 
4. Withdrawals: The E.P.F. data, covering employees in the various 

industrial cent.res,who become members on(y after practically a year's service, 
show that as at present 7.3 per cent. of members Withdraw due to resignation 
or dismissal. An analysis of the E.P.F. data for Delhi Centre for the period 
1952-57 gives an idea of the present withdrawal rates by age, which are the 
ones required for present purposes. These withdrawals will be considerably 
reduced on the introduction of the pension scheme. Withdrawal rates in 
Table 1 are based on this assumption. The manner, in which they have been 
arrived at from the information furnished by the E.i>.F. data, is described in 
Annexure l/I. It may be of interest to note here that according to the rates 
adopted entrants at age 20 will experience a withdrawal rate of 2.9 percent 
of membership set up by this block of entrants. This corresponds to 50 
per cent. of new entrants at this age. . . . · 

· 5. Invalidity Retirements. There are no Indian data to guide in the 
matter.· The y;·ithdrawal rates adopted are basea on the experience of Railway 
Service Pension Funds in the O.K. Accordingly, invalidity retirement rates 
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have been adapted from that experience and are also given in Table 1. 
The rates adopted for entry age 20 work out to 5.9 per cent. of new 
entrants at that age. 

6. Family Statistics. Based on an analysis of the E.S.J. Scheme data, 
the following ages of children and wives to husbands in the various age groups 
.have been adopted : 

Aze of husband 

20-29 
30-39 
40-49 
50-54 
55-59 

Wife 
younger 
by years 

3 
6 
6 
8 
8 

. . 

First 
youngest 

1 
3 
4 
5 

10 

Age of Child 

Second Third 
youngest youngest 

4 7 
5 8 
8 10 
8 10 

)j 15 

The number of children in the family of workers in the various age 
groups has been taken as follows :-

Age group Percentage of workers having at death number 
of children below 18 at least 

0 1 2 3 ormore 

20-29 15 85 65 10 
30-39 10 90 80 60 
40-49 5 95 85 55 
50-54 5 95 75 40 
55 and over 40 60 50 40 

The manner in which these family statistics have been determined is 
discussed in Annexure IV. Widows' and children's benefits have been 
calculated by the 'Collective Method'. 

7. Proportion Contributing. Taking into account the experience 
of E.S.I. Scheme at Delhi centre, it has been assumed that 30 per cent. of 
contributions will not be received in the first year of entry, 20 per cent. in the 
second year, 15 per cent. in the next 20 years and 10 per cent. in the remaining 
period of membership. The details of the information obtained from 
E.S.I. S~heme is give!l in Annexure V. 

PART II 

Health Benefits 

1. Sickne1s. Under the present E.S.I. Scheme, sickness. benefit is 
payable for not more than 56 days in any continuous period of 365 days. 
The average sickness experienced may be taken to conform to age 35. The 
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expected number of sick weeks under such a schem( niay be taken to be 
. 8 8 30/all . · 

gtven by (Z +
52 

Z ). On the basts of a standard sickness table of 
35 40 

Manchester Unity, this expression has the value .7014 week i.e., five days. 
The normal sickness benefit under the Scheme is for 13 weeks in 

any three half yearly contribution periods. The expected number of sick 
13 1 45.5fall 

weeks for the benefit is given by (Z +'6 Z ). On the same basis 
35 40 

this works out to less than 0.82 week. · 
Extended sickness benefit is admissible in case of prolonged specified 

sickness, the incidence of which is not likely to exceed 20 per thousand 
employees, according to the E.S.I. experience. In respect of such cases, 
full benefit is payable for another 39 weeks in any three half-yearly contribu
tion periods. The expression for the expected number of sick weeks· for 

. 13 13/13 26/52 2 65fall 
this benefit is (Z +Z + Z + · 3 Z ), this works out to Jess than 

35 40 45 45 
1.41 weeks. 

Combining .82 and 1.41 in the ratio of their incidence viz.: 49: 1, we 
get the average as .832 or, say .85. Thus, the average days of illness 
under the Scheme may be expected to be 17/14 times that expected under 
the E.S.I. Scheme. The latter may be taken to be 10 days, as against 7.1 
days experienced in 1957-58. Provision for 12 days of sickness per employee 
per annum is, therefore, adequate. The Interim Report of the Valuer on 
E.S.I. Scheme has recommended 12 days for the current benefits alone. 

The adequacy of two days' margin, arising mainly on· account of 
Extended Sickness Benefit, is also supported by the working of the E.S.I. 
Scheme in 1957-58. The Scheme gave Extended Sickness Benefit at half the 
benefit rate for another 18 weeks in case of tuberculosis. The E.S.I. Scheme 
shows the incidence of T.B. cases to be 12 per thousand employees. Of 
these 43 per cent. (or say 50 per cent.) qualified for the Extended Benefit, 
who drew the benefit for 80 days on the average. The period under the 
Scheme is 39 weeks at full benefit rate in anY three half yearly benefit 
periods for a greater range of prolonged diseases, the incidence of which 
will be below 20 per thousand. Roughly speaking, this extension of the 
benefit period may result in individual cases remaining longer on the Fund. 
On the average, this period may be taken to be 120 days: In terms of days 
the Extended Benefit wiii cost .02x.5x 120=1.2 days' benefit. 

It may be of interest to note the results of a special analysis of the 
E.S. I. experience during 1957-58 by individual centres, where the Scheme had 
stabilised. The variation from the aU-centre average of 7.1 days _was con
siderable. The average number of days was as low as 2.5 in· centres in 
Punjab and as high as 12.76 for Nagpitr. The average was 10.5 for Hydera-
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bad,_l0.1'8 for Coimbatore, 9.92 for Indore, Gwalior, Ujjain and Ratlam, 
7.5 for Madras, 7.26 for Kanpur, 7.0 for Delhi, ~-8 for Bombay and 6.7 
for Howrah ·and Calcutta. While certain abnormal- factors ·may partly 
account for these wide variations, the fact remains that some wide varia
tions should ·_be expected in future as well.· Hence, ·the need for providing 
a· safety margin. 

2. Maternity. The E.S.I. Scheme shows that women form 6 per 
cent. of the total insured persons. However, Factories Act statistics for 
factories employing 10 persons or more and using power indicate that they 
are a little over 10 per cent. of the total number of persons employe4. The 
difference is considerable and may be explained by the fact that E.S.I. Act 
applies only to factories employing 20 workers or more and, possibly, 
there is greater employment of women in smaller units. Even then, the 
difference is still significant. To be on the safe side, the percentage of women 
workers has, therefore, been taken in the calculations to be eight as against 12 
indicated in the Interim Report. Of these, 50 per cent. are taken as married 
as shown by the study referred to in para 3(iii) Part I of Appendix III. 

'A study in Birth Order Statistics of India' published by Shri S.P. Jain 
shows 194.9 births per 1000 married women in the general population. 
Considered with the proportion married, number of confinements per 
100 womel). employees eomes out to be 10, which has been adopted. The 
Interim Report has given a figure of 12. 

The actual experience in 1957-58 showed only 5 confinements per 
lQO women employees. This may indicate fewer confinements among 
manual women workers. But there being no positive evidence, the rate 
for general population is safer to adopt. As the cost of this benefit is small, 
Sl!Ch adoption will not, in any" case, make any material over-all difference. 

. 3. DiSablement (Employment Injury). (i) Permanent-The statistics · 
of· Workmen's Compensation Act" show that the incidence of permanent 
disablement" in factories in 1956 was 1.26 per thousand employees, but it 
was higher in the previous years. In 1953, it was 1.84 per thousand. Accord
ingly, the rate of 2 per thousand has been adopted. The Interim Report 
also recommends a .rate of 2 per thousand for men and 1 per thousand for 
women. As already stated, women form a very small percentage of total in• 
su.red persons, and in the absence of any definite data, it is hardly worth 
dealing with this small section separately. The rate for all insured persons, 
experienced under the B.S. I. Scheme during 1957-58 was 1.3 per thousand. 
. "The statistics . of percentage disabilitY under the E.S.I. Scheme for 
1957-58 show _that in 41 per cent. of cases, the extent of disability was below 
5 per cent., in ~3 per cent it was between: 5-10 per cent. and only in 7.6 per 
cent. wasH between 11-15 per cent. The percentage tapers down sharply for 
the. '.higher ·degrees .of disability. ·The perce11tage was only .10 for total 
disability,_ :rhis .. distribution of percentages leaves ·no doubt that the 
avera!!~' .disability ;need not ·be taken at. more than .. 20 per cent. at 
th~- ~P.st ... This, has~ been t,topted. :The Interim: Report takes it at 

'· I " (_;, ;--~/ J ;i I r-;.- ~ 
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30 per cent. in respect of partial disablement cases only. But· as 
the difference between ·partial and total disablement is only one of 
degree, there is little point in treating them separately. Both have, therefore; 
been included in arriving at the average disability of 20 per cent. adopted. 

The cost of disability pension varies with the age at which disablement 
occurs. The average cost has been determined by taking a weighted average 
of the cost for different age groups as determined for survivorship pensions 
already dealt with in Part I. The weights adopted for the purpose have 
been obtained by the age distribution of 4026 disability cases under the 
E.S.I. Scheme that occurred so far. The distribution adopted is as follows : 

Below 25 
25-29 
30-34 
35-39 
40-44 
45-49 
50-54 

55 & Over 

Percentage 
24.6 
2LI 
11.6 
14.1 
10.6 
7.1 
3.6 
1.3 

. 100.0 

\ii) Temporary: The statistics of the Workmen's Compensation Act 
over a number of years show that in factories the incidence has not been 
more than . 20 per thousand. The statistics collected under the Factories 
Act give the rate of non-fatal accidents in units using power as about 40 
per thousand. ·This covers all accidents which involved absence from work 
for 48 hours or more. Under the Scheme the waiting period is .three 
days unless disability lasts for 28 days at least. Thus, the incidence· of 
disablement has been taken at 40 per thousand. The E.S.I. Scheme data 
for the last .three. years shows an average of32 per thousand, with an average 
number of benefit days of 20 per spell. To have a s!lfety !llargin, this 
average may be taken to be 25 days. This gives .04 x25=0ne day's benefit 
per employee, which has been adopted. The Interim Report has recom
mended H days for men and 3/4 day for·women. 

(iii) Death: Statistics of the Workmen's Compensation Act show 
that the inci~ence of compensated .fatal accidents in factories was 0.18 per 
thousand in 1956. · The statistics collected under the Factories Act show 
that.the rate has never been more than 0.10 per thousand. On balance, 
it is· felt adequate to take it at 0.15 per thousand. The E.S.I. experience 
over .. the last three years gives .056 per thousand and the Interim Report 
recommends 0.29 per thous11.nd for men and 0.10 per thousand for women . 

.The cost pf family pension on death varies with the age and number 
of surviving dependants. The cost c11-n be taken to be the same as in sur
vivorship pensions, already discussed in Part I. .The only .further point 
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relates to the averaging of the cost over the various ages of the dying insured 
persons. · Here again, an average cost has been adopted, as in the case of 
disablement. The weights in this case have been obtained from the age 
distribution of 205 deaths from employment injury· recorded under E.S.I. 
Scheme· so far. The age distribution adopted is as follows : 

Below 25 
25-29 
30~34 

35-39 
40-44 
45-49 
50-54 

Over 55 

% 
11.4 
19.6 
17.2 
14.9 
12.6 
10.3 
8.1 
5.9 

100.0 

4. Proportion Contributing. On the basis of the proportions given in 
para 7 Part I, it has been taken that 85 per cent. of contributions will actual
ly be paid. 

5. Proportion Claiming. For claiming benefits dealt with in this 
part, there will be some condition about the minimum number of contri
butions for becoming eligible to benefits. At present, it is two-thirds of the 
number of weekly contributions due during the contribution period subject 
to a minimum of 12. An analysis of the contribution record for the major 
industrial centres of Bombay, Madras, Calcutta, Delhi and Kanpur shows 
that 6.8 per cent. do not satisfy the condition of minimum 12 contributions. 
On this.bilsis, it may be taken that not more than 95 per cent. of the insured 
persons qualify for the benefits. On the other hand, those who go out of 
insurable employment carry some of the cash benefits earned for sometime 
after exit. Oil balance, therefore, no adjustment need be made for propor· 
tion claiming benefits. · 

TABLB I 
Showing Invalidity and Withdrawal Rates. 

Age 

20. 
21 
22 
23 
24 

. Invalidity 
Raie 20 

.0650 

.0600 
.. 0550 
. .0500 

.0470 

Withdrawal Rate for entry age • 

25 30 35 
" .~ . ~: 

:40.·: "' 

. :· .... 
.• 

. · .. , ., . 
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Withdraw/ Rate for entry age. 
Invalidity ---

Age Rate 20 25 30 35 40 

25 .00020 .0440 .055 
26 .00020 .0410 .048 ... · 
27 .00020 .0380 .042 
28 .00020 .0350 .037 
29 .00020 .0330 .033 
30 .00035 .0310 .030 .045 
31 .00055 .0290 .027 .037 ... 
32 . 00075 .0270 .025 .031 
33 .00095 .0250 .023 .026 
34 .00120 .0230 .021 .022 
35 .00140 .0210 .019 .019 .030 
36 .00160 .0190 .017 .017 .023 
37 .00190 .0170 .016 .016 .018 
38 .00220 .0150 .015 .015 .015 
39 .00240 .0140 .014 .014 0.14 
40 .00270 .0130 .013 .01.3 .013 .015 
41 .00300 .0120 .012 .. 012 .012 .010 
42 .00340 .OllO .Oll .011 .Qll .007 
43 .00380 .0100 .010 .010 .010 .005 
44 . 00420 .0090 .009 .009 .009 .003 . 

45 .00470 .0080 .008 .008 .008 .001 
46 .00530 .0070 .007 .007 .007 .001 
47 .00590 .0060 .006 .006 .006 .001 
48. .00680 .0050 .005 .005 .005 .001 
49 .00800 .0040 .004 .004 .004 .001 

50 .00920 
51 .01080 
52 .01270 
53. .01500 
54 .01740 
55 .02000 
56 .02290 
57 .. 02600 
58 ° •" .• .02950 
59-·· ,. ': .03330 .. 
:·.No~E·: The invalidity for first five years of entry does not enter in 

.. ~ · -"· the calculations, as no invalidity benefit is payable under the ., .. : 
~ · Scheme. 



ANNEXURE n 

Wage Scale 

Wage Scale is at once the most important and yet the most difficult 
elem~nt in a pension scheme. In the present context, the problem of deter
mining an appropriate wage scale for making calculations for the Scheme 
is n:iide more complex not only due to the existence of well defined sections 
of membership mentioned in para 3 of Annexure I Part I but also due to 
variations on account of unit, locality and industry differentials. Workers 
are ·widely scattered in the various industrial centres, which have different 
wage· levels; within a centre, there are marked wage differences between 
industries and between units in the same industry. To add to the com
ple~ity, the required basic data on wages are not available. To collect them, 
an extensive survey like a Wage Census is necessary, which in the present 
context is out of the question. Hence, reliance has to be placed on the 
guidance that can be had by piecing together the material available from 
different sources. In this direction, the records of E.P.F. for the Delhi 
Centre furnished important information on wage by age. The nature of 
the data is described in Annexure II. Further, the publication-' Industrial 
Awards in India'-gives in Appendices I & II basic minimum wages and 
dearness allowances fixed by Adjudicators, Industrial Tribunals, etc., for 
workers in important industries in the different centres. Subsequent 
information is given in the Indian Labour Gazelle under quarterly wage 
revisions. The Indian Labour Year Book and the Indian Labour Gazelle 
contain information collected under Payment of Wages Act and in the 
surveys of specific industries. The E.S.I. Scheme also had records of age and 
wage in respect of cases of permanent disability benefit occuring through
out India. These also were analysed to give corroborative evidence. All 
these sources were studied and further information on incremental scales 
was collected by a personal visit to -the important local factories in Delhi. 

Then, we have the results of two important surveys on occupational 
pattern in manufacturing industries, which throw useful light on the struc
ture of factory employment. One is the all-India sample survey by the Plan
ning Commission and the Indian Statistical Institute conducted through the 
agency of Sample Survey of Manufacturing Industries in 1956. The second 
survey relates to 30th December, 1955 and was repeated in 31st December, 
1956. It was conducted by the Director General, Resettlement an(,! Employ. 
ment, in Delhi Employment Market. Both surveys show thaf9Lr per cent. 
of factory employees fall in the group of unskilled and operatives, the last 
term covering machine and plant operators and other craftsmen, such as, 
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carpenters, blacksmiths etc. The· remaining 10 per cent of the employees 
come under the groups of professional and technical staff, admirtisttative 
and executive staff, and clerical, transport and communication ·and other 
service staff. 

After a study of all thi~ material, one feels on firmer ground in com
ing to a decision ori wages of the unskilled group but a· little less so on the 
case of operatives, where heterogeneity in· occupation and wages is very 
great; . In these two groups, fixed ages are the rule and incremental scale 
an exception. The position".is different in the case of the remaining 10 per
cent. section, which mainly comprises employees having varying incremental 
time scales; the saving grace, however,_ lies in the smallness of the group. In 
the situation, one cannot do better than assume dominant wage scales for 
various identifiable groups in the section. These assumptions can at best 
be based on the impression left on the mind after going through the avail
able material, colleetionof_fresh data being out of the question. A usual 
safeguard against going wrong and landing a long-range scheme like the 
pension fund in difficulties is to provide that the basic as~umptions will be 
reviewed after a period of say, five years, when the necessary statistics will 
be thrown up by the actual working of the Scheme. . 

2. After a due consideration of the available material, the following 
average wages by age groups for the five identifiable groups of workers, 
which have a distinct wage basis, were arrived at. The average wages for 
all workers entering at age 20, as adopted for calculations for the Scheme, 
are given in the column headed 'Adopted'. These are arrived at mainly by 
rounding off the exact average figures. 

Officers AU Worker average. 

Age group Unskill- Opera- Cieri- Junior Senior Exact Adopt- E.P.F. 
ed tives cal ted Data 

staff 

% of workers in 
tho grade. (40.8) (50.5) (5.6) (2.3) (0.8) 

Below 25 . 75 90 120 215 88 90 67 
25-29 82 120 155 255 325 111 115 91 
30-34 87 140 180 310 390 127 130 108 
35-39 87 ISO 225 360 480 136 140 122 
40-44 87 160 280 370 500 139 145 130 
45-49 90 160. 330 370 500 149 ISO 124. 

.. S0-59 90 160. 370 370 500 151 ISS 137 

The averages shown by the E.P.F. data for Delhi Centre are also shown 
sid~ by side. The E.P.F. data give an average wage of Rs. 92 as against 
Rs: 101 shown by the Payment of Wags Act data for 1956. It will be seen 
that in eacl{age group the proposed scale is usually Rs. 15-26 above· the 
E.P.F. average. Thus, the adopted scale contains sufficient margin for 
·rufu"re increaies. Further, it, like the E.P.F. aver~ge5, shows rapid increases 
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in the earlier years and a stable level in the later years. This conforms to 
the Workmen's Scale, which has been aptly described primarily with reference 
to the U.K. as follows : 

"Among manual workers ...... the average wage tends to reach 
a figure equal to the full adult wage at quite a young age, 
say 25, after a series of fairly rapid increases. There would be little 
variation thereafter and the only increases in earnings, which would 
normally occur would arise upon promotions, would be relatively 
infrequent and would have only a small effect upon the scale of average 
salaries. The curve representing the salary scale in such a case would 
thus rise rapidly for a few years, but after age 25 or thereabouts, would 
be almost level. Such a scale may be referred to as a workmen's 
scale." 
A wage scale for the purposes of the Scheme will more appropriately 

be in terms of average wage according to age rather than as a time scale. 
The statistical basis for the wage scale adopted for the five groups of workers 
is discussed in Part IT. 

3. Workers join employment at ages well spread out in the age span 
20-30. Entrants at age 25 will pass through the same incremental stages and 
reach the same maximum, although they will enjoy it for the last five years 
only. In the case of entry age 20, it has been taken that senior officers will 
enter at age 25, and, hence, while entrants at age 20 do not have any senior 
officers against age 'Below 25', entrants at age 25 will include the prescribed 
quota of senior officers age 25. This small difference does not affect the 
emergent scale materially, because of the low percentage of ~enior officers. 
It will, therefore, be reasonable to adopt the same wage scale for entrants at 
age 25 with the difference that the figures in the scale will read against the 
next age group, the group 50-59 being split up into 50-54 and 50-59. The 
following table shows the wage scale adopted for other entry ages. 

Entry Age 

Age Group 25 30 35 40 

Un- Skill- Com- Un- Skill- Com- Un-
skilled ed bined skilled ed bined skilled 

--25-29 90 60 : 40 75 : 25 100 
30-34 115 75 90 90 . . . . . . .. 
35-39 130 82 120 110 75 90 90 .. 
40-44 140 87 140 110 82 120 100 75 
45-49 145 87 150 115 87 140 105 82 
50-54 150 90 150 120 87 150 110 87 
55-59 155 90 160 125 90 160 115 90 

• Column headed 'combined' shows the scale adopted for the entry age. 
It JS assumed that officers' class does not join at ages 30 and over and that the 
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proportion of unskilled increases as the entry age increases. At age 30, 
unskilled form 60 per cent. at age 35, 75 per cent. and at 40, cer.t per cent. 
of the total entrants. 

In every case wage by single ages was determined by interpolation. 

PART II 

4. Occupational Distribution. The results of two important surveys 
on occupational pattern mentioned in para. 1 may first be considered. The 
Sample Survey of Manufacturing Industries covered 4361 units out of a total 
of about 26,000 units of both types, using power and not using power. Units 
employing large number of workers were fully enumerated. The results 
may be taken to reflect the condition in the manufacturing sector fairly 
faithfully. The inclusion of factories not using power is a slightly distur
bing factor for present purposes, but since employment in this sector is only 
about 9 per cent. of that in the sector using power, this is not of much sig
nificance. The point may, however, be borne in mind. The Delhi Market 
Survey covered the whole of public sector and about 50 per cent. of the 
units in private sector. Figures for manufacturing industries are available 
separately. The results of the two surveys in respect of manufacturing indus
tries are a; follows : 

Occupational Group Percentage of total according to : 

SSM! Delhi Market Survey 

(3l.l2.56)* (3l.l2.55)** 
Private Sector Public Sector 

l. Unskilled 47.14 40.4 18.0 
2. Operatives 42.77 50.3 60.3 
3. Professional & Technical 2.24 1.7 2.9 
4. Administrative & Executive 1.39 1.4 1.4 
5. (a) Clerical 4.54 { 5.6 { 15.1 

(b) Sales 0.04 
6. Transport & Communication 0.64 0.4 l.l 
7. Service Staff 1.24 0.2 1.2 

100.00 100.0 100.0 ___ .....__ 

. *covered 67,007 persons. hcovered 123,979 persons . 

The percentages in the two surveys are consistent enough to provide a 
basis for calculations for the Scheme after suitable adjustments are made for 
the sector to be covered by it and the likely future trends. A major long 
term development in the offing is the increasing automation of industry, 
inspite of the present hold up. Further, the salary ceiling of Rs. 500{- in the 
Scheme will exclude a very small number of top executives and technicians, 
and salesmen as a class may not be covered. These exclusions, however, will 
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be small and are not likely to affect the percentages shown above materially. 
The all-India SSM I percentages lean more towards the unskilled group, when 
compared with the Delhi Market percentages. In view of the likely future 
developments, the Delhi Market figures for private sector have been adopted 
for the present calculations. 

5. Background Information on Wages. Before proceeding to a dis
cussion of the prevalent wages and the wage scale adopted, the necessary 
background information may be discussed. 

(i). Distribution of Industry and Wage Levels : For fixing attention 
on variations in wage structure, important industries along with their main 
location are given in the statement at the end. It shows that cotton mills 
and the jute mills largely dominate factory employment, the former account
ing for a little more than 1/4th of the total and the latter about 1/10th. 
Cotton mills are largely concentrated in Bombay, which is a high wage 
pocket. They are also fairly well distributed in other States like Madras, 
Madhya Pradesh, Uttar Pradesh and West Bengal. These States have a 
distinctly lower wage level. Generally speaking, high paying industries are 
located in areas, where cost of living is high, and lower paying industries 
in areas, which have lower cost of living. Jute mills have a much lower 
wage level and are mainly concentrated in West Bengal. Other industries 
are distributed in several States but the largest concentration is in Bombay 
and West Bengal. Madras and Uttar Pradesh follow next in order. Among 
the States, in 1956, the highest average wage was in Assam (Rs. 1526) followed 
by Delhi (Rs. 1467), Bombay (Rs. 1415), and Bihar (Rs. 1236). Uttar 
.Pradesh (Rs • 1014) and West Bengal (Rs. 1142) came in as States having a 
medium wage level. The wage level was particularly low in Madras (Rs. 950), 
Orissa (Rs. 949), Madhya Pradesh (Rs. 982), and Punjab (Rs. 991). Among 
the industries, the heterogeneous group falling under the common heading 
"Engineering" usually forms a high wage section. In this group Transport 
and Transport Equipment had an average wage of Rs. 1560 in 1956 followed 
by the Basic Metal Industry with an average of Rs. 1488. The average wage 
was also high in Rubber and Rubber Products, being Rs. 1502. The average 
in the Textiles was considerably lower, being Rs. 1245. The average wage 
was low in Paper and Paper Products (Rs. 1036), Leather and Leather Pro
ducts (Rs. 756) and Chemical and Chemical Products (Rs. 981). 

For arriving at an all-India wage scale, an idea of the variations descri
bed here is necessary. 

(ii) Basic Wage: In so far as workers comprising unskilled, piece• 
rated operatives and a great majority of time-rated operatives are concerned, 
incremental time scale is an exception. This group gets a fixed wage. The 
pattern in cotton mills, which, as already shown, dominate factory emp1oy-
1Dent, is set by the Bombay and Ahmedabad Awards. They lay down fixed 
v.ages. Next in importance come jute mills, if the heterogenous engineering 
group is passed over for the present. In the jute industry, there is no incre
mental scale and Similar is the position in very many other industries. The 
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cotton mill scales are very often looked upon as guiding lights for fixing wages 
in other industries.·· As regards promotions, there is very little mobility 
between the groups of unskilled and the operatives. The workers, while 
generally remaining in their group, may get a small ad hoc increment in 
wages, either as a result of promotion to a slightly better paid job or as are
ward from the employer or due to increased skill and proficiency resulting 
from continued handling of the same job. A notable exception in this matter 
is the heterogeneous engineering industry. In this industry, in most of the 
.bigger units, the workers get an incremental scale. In one important Award, 
the following scales were fixed : 

Unskilled 
Semi-skilled 

Skilled 

30+35 
Gr. II. 35-150 
Gr. I. 50-260 
Gr. m. 60-4-100 
Gr. II. 100-5-150 
Gr. I. 150-6-210·8-250. 

In the public sector, which accounts for nearly 1/Sth of total factory 
employment, incremental scale is being increasingly adopted. A typical 
example is as follows : 

Unskilled 

Ope,atives 

Gr. II. 3 ~-i-35. 
Gr. I. 35-1-50. 
Gr. ill. 50-2-60-3-75. 
Gr. II. 75-5-100-8-140-10-160. 
Gr. I. 160-10-330 (really a junior techni

cal supen isory staff as the next 
grade is that of Asst. Engineers). 

In the units in the private sector, wbere there is an incremental ~cale, 
any number of variations in the scale may b e expected. One common fea
ture of incremental scales for workmen, however, is that they have a narrow 
bridge. 

As regards the remaining occupational groups 3-7 mentioned in para. 4, 
which together account for 10 per cent. of the total employment, there are 
distinct incremental scales based on length of service for each group. The 
scales are varied, but these occupational groups are small and too much 
accuracy in the incremental scale need not be aimed at. There are fairly 
well recognisable modal scales, which can well serve the purpose of calcula
tion. So long as any reasonable scale is adopted, the final result will not 
materially differ. · 

(iii) Dearness Allowance : This element in wage has no long rang~ 
stability, as it is liable to fluctuations according to the price levels. In the 
Textile Mills during 1954-57, while dearness allowanCe in West Bengal 
remained at Rs. 30 p.m., it increased from Rs. 50 to Rs. 55 in Kanpur, froni 
Rs. 45 to Rs. 54 in Madras, from Rs. 41 to Rs. 54 in Nagpur, from Rs. 52 to 
Rs. 56 in Indore, from Rs. 69 to Rs. 74 in Ahmedabad and from Rs. 65 to 
Rs . .79 in Bombay.. The Bombay Mill-owners' scale of dearness allowance, 
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linked as it is to cost of living, very often acts as a determinant of dearness 
allowance in many other industries. In those industries, dearness allowance 
is usually a percentage of the Bombay figure. 

Here again, there is a difference in respect of unskilled and operatives 
groups and the rest, which is linked to the situ~tion regarding basic wag~. 
In a few instances, dearness allowance may be giVen as a percentage of basic 
wage, but, by and large dearness allowance for all unskilled and operatives 
is a flat amount. It may be mentioned separately or included in the conso
lidated wage and there is no uniformity. For other occupational groups, 
and the operatives group, where there is an incremntal scale, it may be pres
cribed by grade or basic wage slabs. For instance, in a unit in the public 
sector, unskilled gets Rs. 45 p.m. as dearness allowance, operatives Grade 
ill Rs. 45, Grade II Rs. 55, Grade I Rs. 65. In another important unit, dear
ness allowance is Rs. 28 upto Rs. 50 basic wage, Rs. 33 for basic wage 
between Rs. 50-70, and so on, increasing by Rs. 5 for the different wage slabs 
of varying width and going to a maximum of Rs. 78 for the range of salaries 
under consideration. In the Engineering Industry Award in Bombay, 
dearness allowance was fixed at Rs. 25 for basic wage upto Rs. 50, Rs. 35 for 
basic wage between Rs. 51-100, Rs. 40 for Rs. 101-150, Rs. 45 for Rs. 151-
200, Rs. 50 for Rs. 201-250, Rs. 60 for Rs. 251-300, and Rs. 70 for Rs. 301-500. 
The same rates were awarded for the Engineering Industry in West Bengal. 

The final effect of the incidence of the dearness allowance system des
cribed above is to tone down the wage differentials by occupation, particularly 
in the unskilled and operatives groups. In the lowest paid categories, dear
ness allowance is usually more than the basic wage, in others it is very subs
tantial. Hence, it is more to the point to think in terms of consolidated 
wages, in so far as these two occupational groups are concerned. The 
narrow incremental bridge, wherever it exists, loses much of its significance. 
In the other groups, it disturbs the incremental scale, since dearness allow
ance, which is quite substantial, remains the same over a wider range of pay 
than the incremental bridges. So, for these groups, it would be appropriate 
to take note of the incidence of dearness allowance as a separate item. 

6. Workmen's Wage Scale. After considering the available inform
ation regarding wages and dearness allowance by grades and occupations, 
and the distribution of workers between them, and taking note of chat~ces 
of promotion, the next step is to fix the average salary for each attained age. 
For this purpose, the actual data on present wage by age may be a good guide, 
if the age distribution of workers, and the conditions of wage increment and 
promotions were fairly stable. In our present stage of development however,-
this is not so. The approach therefore, has to be to make an e~timate of 
expected wages, which may reflect, with reasonable accuracy, future progress 
in the industry as a whole. It is possible that the actual experience of the 
individual age groups may show fairly wide fluctuations. 

The problem of wage scale for the industry has, thus, to be conceived 
of in terms of workers falling in various grades, each receiving a distinct 
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wage, which may or may not relate to age and/or length of service in the 
grade. In the case of unskilled and operatives, it is, generally, not related to 
age or length of service.' Some promotions, but not frequent, may occur 
according to vacancies arising or efficiency attained. The industry, taken as 
a whole, works out to fairly stable ratios of the number of workers in rela
ted wage groups determined by the natuce of employment and economic and 
.other forces. This underlying structure of the industry tends to produce at 
successive age groups a certain pattern of occupational classification and 
corresponding average wages. That generates a pattern of average wages 
by age which may not be a pronounced or a wide one. It is well illustrated 
practically by the E.P.F. data on average wage by age group given below. 

Age Al'erage wa11e for wage slab: 
Below 70 70..99 100-179 70..179 180 & All 

above Wages 

Below 25 52 80 122 96 234 67 
25-29 55 83 131 109 264 91 
30..34 55 82 131 110 271 108 
35-39 55 81 133 Ill 265 122 
40..44 56 82 133 116 267 130 
45-49 50 81 138 112 278 124 

above 50 53 83 136 117 296 137 
All ages 53 81 130 107 270 92 

3,137 1,221 1,305 2,526 484 6,147 
No. of 
workers. 51% 19.9% 21.2% 41.1% 7.9% 100% 

There is absence of any evidence of time scale in the wage groups 
below 70, 70..99 and 100..179 except for an appreciable increase in changing 
from age group "Below 25" to 25-29. The average wage by age in the two 
component wage slabs, under the impact of percentage of workers in each, 
generates some sort of a wage scale, which is in evidence in the composite 
wage slab 70..179. The wage slab "180 and above" shows a distinct evidence 
of an incremental time-scale. In the final result, average wages in the vari
ous wage slabs under the impact of the respective percentage of workers 
in each, give rise to a distinct wage scale shown under the column"all wages." 
.It conforms to the features of Workmen's Scale described in para. 2. 

7. Wage Scales Adopted. (i) Unskilled Group : For this group, 
basic wage of Rs. 26-30 per month is widely prevalent at present in most of 
the industries; in West Bengal, it is as low as Rs. 20.15. The element of dear

. ness. allowance, however, shows a large variation between industries and 
-.-'localities. In Delhi, a consolidated wage of Rs. 52.50 p.m. is the prescribed 

minimum for certain industries. There is a large volume of employment 
on Rs. 45 p.m. in many other industries. A study of the wages of the un
skilled worker given in the Indian Labour Gazette and the Awards shows that 
the consolidated wage goes above Rs. 65 per month only in a few localities. 
)~;t·a large majority of industries and localities, it is well below. In the Delhi 
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Cloth Mills with the level of dearness allowance at say, Rs. 55,- the wage 
of an unskilled worker comes to Rs. 80 or so. In Cotton Textiles at Bombay, 
Ahmedabad, Sholapur, Kanpur and Delhi it is above Rs. 108. In the public 
sector, it is Rs. 75 to 80. These figures do not include cash payments 
by way of house rent, compensatory allowance and the like granted by 
Government, but these elements do not take the average very much high. 
The low wage pockets are more numerous in the industry taken as a whole. 
The average wage of Rs. 65 per month will appear to be a safe figure for an 
unskilled worker in the manufacturing industry. This is further supported 
by the wage distributions shown by the E.P.F. and E.S.I. data. They are 
given below : 

E.P.F. E.S.l. 
No. of Per Average No. of Per 
Workers cent Wage Workers cent. 

Rs. 

1. Below 49 736 12.0 40 Below 52 417 10.7 
2. 50-59 1,521 24.7 55 
3. 60-69 880 14.3 62 
4. 70-79 569 9.3 74 52-78 816 21.1 
5.· 80-89 351 5.7 83 

; 6. 90-99 301 4.9 93 78-104 
7. 100-129 694 11.3 lll 1,311 33.9 
8. 130-179 611 9.9 150 104-156 993 25.6 
9. 180 & above 484 7.9 270 156 &above 330 8.7 

6,147 100.0 92 3,873 100.0 

E.S.L data relate to cases of serious employment injury, which entailed 
the grant of permanent disability benefit to the worker. In such cases, an 
individual record is maintained, which shows the age at the time of accident, 
and the daily rate _of full benefit, to which the percentage of disability is 
applied to determine the amount of benefit payable. The full rate of benefit 
'is fixed according to the wage slabs, in which the actual earnings of the worker 
fall. The wage slabs are fairly close. Hence, the record can be used to 
obtain indirectly the wage distribution by the age of workers. It may, how
ever, be noted that the plant and the machine operatives are, generally speak
ing, more liable to accidents than the unskilled or the supervisory type. 
The E.S.I. data have, thus, a bias, which gives substantially higher representa
tion to machine and plant operatives. If allowance is made for this fact, 
the two distributions agree fairly w~ll with each other. E.P.F. data bring 
out an average wage of Rs. 92, whereas E.S.I. data show the average at 
Rs. 100. Provident Fund data show 36.7 per cent. of employe;s getting below 
Rs. 60. The proportion for unskilled labour adopted in para. 4 is 40.4 per 
cent. and to reach this percentage, the wage limit of Rs. 65 will be covered. 
E.S.I. data show that 31.8 per cent. get below Rs. 78 per month and to make 
·up the unskilled proportion of 40 per cent. the wage limit will go upto Rs. 85 
per month or so, but this has to be discounted for the bias for operatives. 
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The present pressure by the workers for rise in wages is likely to grant 
some increase to the unskilled group. In the near future, there are few 
chances of the price level coming down. It is, therefore, considered that for 
purposes of calculation, the wage scale for unskilled workers, generated in 
accordance with the explanations given in para. 6 above, may be taken to 
start at Rs. 75 per month for age 20, and to rise by the retiral age of 60 by 20 
per cent. to Rs. 90 per month as follows : 

Proposed Provident Fund 
Data 

Rs. Rs. 
Age below 25 75 52 

25-29 82 55 
30-44 87 55 
45-60 90 51 

For the sake of comparison, the actual average wage for workers 
getting below Rs., 70, which is the range for unskilled workers according 
to E.P.F. data, is also shown. The wage scale may become more pronounc
ed due to future developments in regard to wages following the initiative 
taken by the public sector in granting an incremental scale to unskilled 
workers. 

(ii) Operatives : This group may be taken to start at the upper 
. wage limit of unskilled worker. The wage may increase rapidly in the earlier 
years reaching. nearer the stable level in five to 10 years. Then, a small 
fraction may get promotion as foremen and overseers in due course. 
According to the E.P.F. data employees getting over Rs. 180 form 8 per cent. 
This percentage suggests that the wage group of over Rs. 180 pertains mainly 
to professional, technical, administrative, executive and such of clerical 
staff, as cross the limit of Rs. 180 consolidated pay~ since all these together 
approximately form 8 per cent., according io: the occupational distribution 
given in para. 4. Thus, by a process of elimination, the operatives would 
seem to fall in the wage slab 65-180. It may be recognised that this group 
covers all shades of skilled and semi-skilled workers, who get wages, which 
may be fixed at various points in this wage slab. The average wage of ibis 
group in Delhi Cloth Mills and. Swantantra Bharat Mills is about Rs. 125. 
In Delhi Cloth Mills (Chemicals) it is Rs. 110 per month against an average 
of about Rs. 85 per month for unskilled workers. In Ayodhya Textile 
Mills, it is about Rs. 80 against an average of Rs. 65 for unskilled workers. 
In the silk section of Swatantra Bharat Mill~ the average is about Rs. 115. 
In Delhi Cloth Mills, a piece-rated worker gets nearly Rs. 130. Unfortunate
ly, unlike the case of unskilled group, mforuiation on the average wages of 
the .group is not available extensively for localities and industries. But 
the above figures, even though relating to a few isolated instances, taken with 
the range for the wages of the group and the marked differentials by locality 
and industry, help to suggest, for <;alculation purposes, an average wage 
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scale generated in accordance with the explanation given in para. 6. This 
average scale may be taken as follows : 

Proposed E.P.F. Data 
Rs. Rs. 

Below 25 90 96 
25-29 120 109 
30-34 140 110 
35-44 150 113 
45-55 160 115 

The figures under E.P.F. data show the actual average for workers getting 
Rs. 70-179, the range for the group. 

(iii) Clerical Staff: The Delhi Cloth Mills has a basic wage scale 
of Rs. 55-5-90-6-120-8-1f0-10-210-15-300 for clerical staff. In the Central 
Government a Lower Division Clerk gets Rs. 60-3-81-E.B. 4-125-5-130, 
an Upper Division Clerk Rs. 80-5-120-8-200-210-220 and an Assistant 
Rs. 160-10-300-15-450. All the three grades are combined in one of the 
Delhi Cloth Mills grade. Jn the industry, there are sharp rises in time scale, 
since the clerical staff there has a greater responsibility for independent handl
ing ofimportant matters. A simplified form of the Delhi Cloth Mills grade that 
may be adopted for calculation seems to be Rs. 55-5-90-6-120-8-160-10-300. 

(iv) Professional and Technical group : This group may be taken to 
have two grades Rs. 150-10-300 and Rs. 250-10-300-15-360-20-500. The 
ratio of posts in junior and senior grades may be taken as 7 : 3. 

(v) Administrative and Executive group : As in (iv) above except 
that the ratio of posts in junior and senior scales may be taken as 8 : 2. 

For categories (iii)-(v) above dearness allowance may be taken at the 
present Government rate of Rs. 55 for basic pay slab 51-100. Rs. 60 for 
101-150, Rs. 65 for 151-200 and Rs. 70 for 201-500. On the above bases, 
the salary scales of clerical staff, junior and senior officers in the various age 
groups work out as follows : 

Clerical Officers' 
Staff Jr. Scale 

Rs. Rs. 
Below 25 120 215 

Officers' 
Sr. Scale 

Rs. 

25-29 155 255 325 
30-34 180 310 390 
35-39 225 360 480 
40-44 280 370 500* 
45-49 330 370 500* 
50 & over 370 370 500* 

E.P.F. 
Data 

Rs. 
234 
264 
271 
265 
267 
278 
296 

*Since the Scheme is limited to the ceiling of Rs. 500 wage. 
For the sake of comparison, the average salary for employees getting Rs. 180 
and over, the range of pay for this class according to E.P.F. data, is also 
shown. ··· 

(vi) Transport and Commwzication staff: This group cosists mainly 
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of drivers and cleaners. Drivers get slightly more than an unskilled worker. 
-One Award gave drivers Rs. 70 consolidated. In another, a basic wage of 

Rs. 40-3-70 plus dearness allowance was given. Cleaners fall in the group 
of unskilled workers. Considering their scale, the drivers may be included 
in the group of operatives and the cleaners in the group of unskilled workers. 
The group may be split up into operatives and unskilled workers in the ratio 
of fifty-fifty. 

(vii) 'Other Services' : This category consists mainly of watchmen, 
peons, sweepers, etc. In this group, only watchmen and peons may 
have a distinctly better scale than the common scale of unskilled workers, 
but the rest of the group may be identified with the latter. In one award the 
watchmen got Rs. 30-2-50 plus dearness allowance. In another, Rs. 40 basic 
with Rs. 40 dearness allowance. In a third, their wage was fixed at Rs. 22 
basic with Rs. 26 dearness allowance. Peons get the grade of Rs. 30-i-35 
with dearness allowance at Rs. 50 in the Central Government. These speci
fied scales for watchmen and peons suggest that for calculation purposes, 
the group as a whole may be assigned to the unskilled group .. 

The wage scales adopted for the five categories of workers are re-
produced in para. 2 above. ' 

Statement Showing Important Industries and Their 
Main Location. 

Statistics of factories for 1956 show the following important industries 
with their location. The figures in brackets indicate employment (m 
thousands) in the industry in 1956 : 

1. Edible Oil including hy
drogenated oil 

2. Tea factories 
3. Cotton Mills 

4. Jute Mills 
5. Silk Mills 
6. Woollen Mills 

7. Paper 
8. Letter Press and Litho

graphic Printing & Book 
Binding 

9. Tanneries & Leather 
Finishing 

10. Rubber Footwear 
11. Fine & Pharmaceutical 

Chemical 

{52)* 
(90) 

(760) 

(273) 
(48) 
(14) 

(21)* 

-Bombay (19) & U.P .. (7) 
-Assam (55), West Bengal (27) 
-Bombay (476), M.P. (43), Madras 
(103), U.P. {57), West Bengal (41), 
Delhi (16). 
-West Bengal (254) 
-West Bengal (36), Punjab (7) 
-Bombay (4), Punjab (4), U.P. (3), 
West Bengal (I) 
-West Bengal (10), Orissa (3) 

(75)* -Bombay (26), ifadras (13), West 
. Bengal (10), U.P. (9): 

(15) -Madras (8), U.P. (3) 
(12) -West Bengal (12) 

(17)* -Bombay (6), West Bengal (6) 



]2. Matches 
13. Glass & Giass Products 

14. Pottery, China & Earthen
wear 

15. Cement 
]6. Mica Factories 
17. Iron and Steel 
18. Rolling & Rough Casting 

Metal Industries 
19. Metal Containers & Steel 

Trunks 
20. Textile Machinery & 

Accessories 
. 21. General & Jobbing 

Engineering 
22. Ship Building & Repair-
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(21}* -Madras 14) 
(30) -Bombay (7), U.P. (12), West 

Bengal (7) 

(13) -Bombay (3), West Bengal (5), 
M.P. (3) 

(lO)* -Bihar (5), Bombay (3) 
(13) -Bihar (12), Andhra (I) 
(48) -Bihar (23), West Bengal (23) 

(39)* -Bihar (8), West Bengal (18) 

(26)* -Bombay (9), West Bengal (7) 

(14)* -'-Bombay (7) 

(63)* -West Bengal (19), Bombay (15) 

ing (32) -Bombay (12), West Bengal (14), 
Andhra (4) 

23. Railways Workshops (ll7) -Bihar (13), Bombay (30), Madras 
(20), U.P. (21) & West Bengal (23) 

24. Repair of Motor Vehicles (48) -Andhra (23), Bombay (14), 
Madras (14) 

25. Electricity, Light & Power (24)* -Bombay (5), West Bengal (5) 
· • Industries marked with an asterisk occur in a fairly good concentration 

in other States as well. 
These together account for 1894 thousand workers in a total factory employ
ment of 2882 thousand. 

Besides the above, there are Sugar (96), Ginning and Baling (105), 
Rice (66), Bidi (71), Bricks and Tiles (16) and Ordnance (61) industries toge
ther accounting for 415 thousand workers .. As in the E.S.I. Scheme, they 
are not likely to be covered under the Scheme. 



ANNEXURE 3 

Withdrawals 

The E.P.F. has valuable data on withdrawals and wage by age of work
ers. The Fund keeps a record of the identity of the worker joining the Fund, 
date of appointment, and the date, age and wage at joining. Where the 
worker goes out of the Fund, information regarding the date and cause of 
exit are also maintained. To obtain information about withdrawals and 
wage by age of workers, the E.P.F. records for Delhi centre were specially 
analysed. Since these records are created in connection with the Pension 
Fund, which involves contribution by employer and the employee, 1t can 
safely be presumed that the record of wage is very reliable. Further, the 
current withdrawal experience of workers attached to the industries covered 
is properly reflected by these records, since casual workers are weeded out 
by the condition that workers can join the Fund only practiclally after a 
year of service. Only genuine withdrawals are recorded as such, since a 
withdrawal entry is made, only if the worker keeps out of insurable employ-
ment for six months at least. . 

2. To appreciate the significance of the data, a few facts about the 
Scheme may now be given. The E.P.F. scheme started in November 1952, 
covering six industries. Thereafter, the scope was extended on different 
dates during the period 31st July 1956 to 30th November 1957. The Fund 
for Delhi Centre finally covered two units in cement, 56 units in electrical, 
mechanical and general engineering products, two units in Iron and Steel, 
three in Textile, two in Edible Oils and Fats, 12 in Printing, one in Refracto
ries, one in Tiles, four in Heavy and Fine Chemieals, one in Oxygen, Acetylene 
and Carbon-dioxide gases industries and eight in news-paper establishments. 
In July 1957, the wage limit for the membership of the Fund was raised from 
Rs. 300 to 500 per month. Thus, in the years 1953-55, the membership 
increased mainly due to first entrants in the industries, which had been 
initially covered. After 1956, quite a large number of old entrants joined· 
the Fund, as more industries were covered. All the workers, who were on 
the Fund of Delhi centre at any time during the period 1st January 1953 to 
31st December 1957 were included in the analysis. Naturally, exempted 
units were not included. 

The total number of workers, whose records thus became available, 
was 7386. Of these, Ill were women. There were only six exits due to 
withdrawals during the period and I 05 women were on the Fund on 
31 December 1957. The remaining 7275 were male workers, of whom 515 
were discharged by the employer, 517 withdrew on their own and 24 died. 
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The number of male workers on the Fund as on 31st December 1957 
was 6219. Of these, only 1664 were first entrants in employment since the 
Fund started. Thus, the membrship included a good proportion of workers 
having longer period of service. On the other hand, the Fund started in 
November 1952 and is still young. The workers have yet to realise fully 
the value of keeping their contributions in the Fund. The tendency to 
withdraw their money early along with a portion of employer's contribution, 
which to them is easy money, is in evidence. There is an opinion that the 
present waiting period between the date of entering employment" and of 
joining the E.P.F. encourages a tendency in the employers to discharge work
ers from service before they become eligible for membrship, in order to 
save employers' contribution. Such a consideration may work mainly 
with the unskilled workers, for an employer does have a greater value for 
experienced skilled and semi-skilled workers. Further, the better organised 
units get exemption. On balance, it may be taken that experience reflected 
by the present data is a good guide for the present condition in the industry 
at large. It has, of course, to be suitably modified keeping in view the possi
bility of further stabilisation, as the Scheme progresses and labour legislation 
becomes more effective. 

3. The average wage per worker, according to the data, came to 
Rs. 92/-, whereas the payment of Wages Act, which so far covered employees 
getting Rs. 200 per month, show that the average wage in Delhi during the 
period 1952-56 was Rs. II3. The all-India average according to the Pay
ment of Wages Act during this period was Rs. 95/-. The records of 3873 
disability benefit cases under the E.S.I. Scheme gave an average of Rs. 100/
per month for all-India. According to the Payment of Wages Act data, 
the average for perennial factories for 1956 was Rs. 122 per month 
for Delhi Rs. ll8 for Bombay and Rs. 101 for all-India. It would thus 
appear that the average given by the E.P.F. data is on the lower side. This 
seems to be so because of the exemptions from the Scheme, which by virtue 
of the condition for granting such exemption, extends mostly to the more 
advanced employers, who have a similar scheme of their own. The inform
ation furnished by the employers of the exempted factories for the month of 
April 1958 regarding their total wage bill and the number of subscribers to 
their Fund on the last date showed that the average wage in the case of 
Ayodhya Textile Mills was Rs. 96/-, Bombay Textile Mills Rs. 93/-, Delhi 
Cloth Mills Rs. 108, Delhi Cloth Mills Chemicals Rs. ll2/- and Ganesh 
Flour Mills Rs. 100/-. These figures confirm the general conclusion that the 
better paying employers are under-represented in the present E.P.F. data. 
The analysis of the data on wage by age is discussed in Annexure II. 

4. The data for the Delhi centre showed the following withdrawal 
by ages, the number exposed to risk having been determined by the 'Policy 
Year' method : 



Age at entry in 
the Fund 

Upto 22 
23-27 
28-32 
33-37 
38-42 
43-47 
48-52 
Overall 
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Withdrawal 
Rate% 

4.08 
8.64 
7.86 
7.39 
6.32 
6.88 
6.97 
6.98 

The above figures show only a small decline with age, in the with
drawal rate iguoring, for the present, the subnormal rate for ages below 22, 
which is not easy to understand. The rate does not show the sharp decline 
as the age increases, which is usually associated with withdrawals. The 
data were further analysed, taking into account only the first entrants in 
factory employment. The following withdrawal rates by year of service 
were obtained : 
Age at entry in 

the Fund 

Upto 22 
23-27 
28-32 
33-37 
Over 38 
All ages 

•Based on only about 50 workers or so. 

Wit/;drawal Rate Per cent 
1st year 2nd year 3rd year 

8 
10 
7 
7.1 
7.1 
8.3 

13.8 
10.9 
9.4 

15.6* 
6 

11.9 

10.1 
11.6 
4.2* 
5.3* 
4.5* 
8.8 

The first year in the above table roughly corresponds to the second 
year of employment, because of the condition of waiting period in the 
E.P.F. Scheme. The withdrawals in the third year of employment are 
rather heavier than those in the second year. In the fourth year they con
tinue to be quite heavy at least upto the age 27. The withdrawal rates 
become small after fourth year of employment. Here again, the rate upto 
age 22 is lower than that in the age group 23-27 in the second and the fourth 
year of employment. The above features are rather peculiar and contrary 
to the prevalent notions about established industries. They may perhaps be 
due to the fact that in the country, industrial population taken as a whole, 
is still in a state of immaturity. It is affected largely by the urge of the wor
kers to return to their native place after they have been in a factory employ
ment for sometime. Perhaps things may improve when the withdrawal 
benefit gets considerably reduced and the provident fund is replaced by a 
pension scheme. Most of the well organised units have built up a stable 
labour force and their withdrawals are very low. This tendency may 
spread further with the increasing tempo of labour legislation directed to 
ameliorate the workers' condition and further advancement of their rights. 
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In view of these developments, it is presumed that the withdrawal experience 
of the Scheme will follow the usual course of heavy withdrawals 
in the earlier years dropping down sharply, after a few years, to lower levels. 
As against the present withdrawal rate of 7 per cent. nearly half of which is 
contributed by employers' discharge of workers, it may be assumed that the 
experience will stabilise at a much lower level, particularly due to marked 
reduction in discharges by employers. 

5. Information regarding membership of the Fund, number of 
entrants and exits by cause, e.g., discharge by employer, resignation by the 
worker, death for each of the five years of existence of the Fund was also 
collected from 27 most important industrial centres in the country. It 
covered over 2.8 lakh workers spread all over India. Its analysis showed 
that the exit rate from all causes was 7.6 per cent. of the membership; 
withdrawals due to discharge by employer and resignation by workers 
was 7.3 per cent. These leave out first year withdrawals. Discharge by 
employer accounted for 48 per cent. of total exits as against 43 per cent. exits 
due to resignation and 5 per cent. due to death. These percentages for the 
individual centres varied considerably. For instance, the rate of exit 
varied between 0.30 to 0.21. 

6. The data discussed in the preceding paragraphs seem to esta
blish that the present rate of withdrawal is about 7 per cent. of member
ship; that, in the rate, there is very little variation with age and that with
drawals are heavier in the first four years of entry, after which decline starts. 
As discussed in paragraph 4, it is to be expected that the Scheme will 
be effective in stabilising labour and bringing the withdrawal experience more 
and more in conformity with the general trend recorded elsewhere. It is 
proper to adopt withdrawal rates based on such anticipations, as unduly 
heavy withdrawals, which may not be experienced, lead to an under
estimation of liabilities of a pension fund. There is no Indian table of 
withdrawal rates which can serve as a guide. In the circumstances, one 
cannot do better than to rely on an appropriate table pertaining to foreign 
countries. A study of the available material suggested that, for purposes 
of calculation, the rates may' be adopted from the tables constructed from 
the Funds of the Great Railway Service in U.K. Among others, this was 
taken into account by the Departmental Committee on Superannuation 
Funds of Railway Companies. The withdrawal rates and invalidity rates 
for entry age 20 so determined are given in Table I Appendix I. The with
drawal rates for other entry ages shown in this Table were fixed keeping in 
view the fact that withdrawals are affected not so much by the age of the 
person as by the length of service. 

7. As an evidence of the suitability of the rates of withdrawal, in
validity and death adopted, the ultimate composition of a fund experiencing 
such rates and supported by 10,000 new entrants at age 20 may be considered 
Such a Fund will experience 3,004 deaths, 4,984 withdrawals, 591 invalidity 
retirements and 1,420 normal retirements giving the corresponding rates per 
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100 members to be 1.73, 2.87, 0.34, 0.82 respectively. This gives a total 
labour turnover rate of 5. 76, which may be contrasted with the present rate 
of 7.6, of which 7.3 is due to withdrawals. The assumed labour turnover 
rate is somewhat below the present one, but the striking difference lies in 
its distribution between deaths and withdrawals. It is only natural that 

· when withdrawals are reduced, more deaths will be recorded by the Fund. 
The following table shows the percentage of workers in the various 

periods oflength of service in such a Fund ·and .the various well-stabilised 
industries. The figures for industries have been taken from the results of · 
surveys given in the Indian Labour Gazette. . The last column shows the 
figures for several industries combined, covering most of the important 
ones but not all. 

Under 1 yr. 5.8 6.1 6.0 5.6 5 8.7 6.0 
1-5 23.4 32.2 8.2 14.5 29 11.9 28.0 
6-10 17.5 30.2 39.5 25.4 10 32.6 32.6 
Over 10 53.5 31.5 46.3 54.5 56 46.8 33.4 

100.0 100.0 100.0 100.0 100 100.0 100.0 
There are all shades of staff stability. Cotton Textiles represent a 

fairly stabilised industcy, while the others given above are the highly stabilised 
ones. On the other extreme is glass, for instance. In the industry 36 per 
cent. of workers have under one year of service and only 8 p~r cent. have over 
10 years of service. The above figures show that percentages relating to the 
Fund are within practical limits. It may, however, be borne in mind that, 
actually, new entrants will join at ages later than 20 and withdrawals in the 
industry as a whole will take a long time to come down to the level assumed. 
At present, deaths shown by the E.P.F. data are subnormally low, the death 
rate being only 0.43 per cent. Persons in indifferent health get out as with· 
drawals, but as these go down, deaths will. go up. 



ANNEXURE 4 

Family StatiStics 

In the E.S.I Scheme, dependanu;' benefit to widow and children 
becomes ·payable on the death of an insured person due to employment 
injury. · Accordingly, on such death a card is prepared, which inter alia 
shows the ages of the insured person, the widow and the surviving children. 
The experience is limited, as only 205 cases are on record so far. However, 
the material was analysed to serve as a broad guide in determining the figures 
to be assumed for purposes of calculation. · 

It was found that in 22 cases neither a widow nor any child was left 
surviving and i 1 eight cases only children survived, there being no window. 
These figures indicate that in a very high proportion of cases widows and 
children are left as survivors. It is erring on the safe side, if the small fraction 
of cases not leaving surviving claimants, is ignored. Accordingly, it has 
been assumed that in eve,ry death. case there will be a surviving widow and 
children as discussed below. · 

The· data show that 25 per cent. of workers leave no child on death. 
Childlessness is a known feature of Indian fertility pattern. 1931 census 
results showed 6 per cent. of marriages, which had lasted 15 years or more, 
as sterile. This percentage is 11 for marriages, which had lasted 10-14 
years, 16 for 5-9 years, 30 for 0-4 years. Workers can get involved in acci
dents at all durations of marriage and hence 25 per cent. of childless cases 
is not entirely out. An analysis of the data gave the following percentages 
of workers in the various age groups having no child, at least one child, at 
least two children and three or more children, the children in all cases being 
below age 18. 

Age group 

20-29 
30-39 
40-49 
50&over 

Percentage of workers having at death 
number of children below 18 at [esst 

0 1 2 3ormore 

26 
16 
27 
42 

74 
84 
73 
58 

50 
76 
61 
45 

8 
45 

. 41 
29 

The differences in the ages of wives and husbands and ages of children 
in the various age groups of husbands were as follows : 
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Age of husband Wife 1st 
yonnger by youngest 

Years 

Age of child 
2nd 

youngest 
3rd 

youngest 

20-29 3.1 1.3 4.6 7.6 
30-39 6.2 2.8 5.5 8.0 
40-49 5.9 4.5 8.0 9.9 
SO & over 12.2 5.0 8.2 10.1 

On the basis of the above, the figures given in para 6 relating to Family 
Statistics in Part I Annexure Ill were adopted. The appropriateness of these 
figures may be seen from the results obtained elswhere. National Sample 
Survey in its study on 'Couple Fertility' shows an average difference of 7.1 
years in the age of wife and husband in the urban areas in India. This 
average in the case of England was 2.7. According to the National Sample 
Survey results, the interval between first and second birth is 2.8 and between 
second and third birth it is 2. 7. Data concerning London Fire Brigade gave 
the following comparable figures. 

Age of husband 

27 
32 
37 
42 
47 

Wife younger by 
Years 

1.8 
2.8 
3.3 
3.9 
5.2 



ANNEXURB 5 

Proportion Contributing 

The contributory record available on about 7,500 contribution cards 
pertaining to one set having contribution period July, 1957-January, 
1958 from the Delhi Regional Office was analysed to determine the pro
portion contributing in each year after entry. The contribution card bears 
the weekly stamps in respect of the employees' weekly contributions paid 
but there is no information- about the year of entry. The only way was 
to fix it with reference to the insurance number alloted during the succes
sive half yearly contribution periods. The following figures show the . 
number of cards falling in each halfyearly periods starting from July, 1957-
January, 1958 and counting backwards and the number of contributions paid 
during July, 1957 to January, 1958. 

Half-yearly period No. of No. of Average % 
(counting backward) l.P's Cont. paid (3)/(2) 

(I) (2) (3) (4) (5) 

1st (July, 1957-Jan, 1958) 2841 42110 14.8 57 
2nd (Jan., 1957-July, 1957) 1182 23655 20.0 77 
3rd (July, 1956-Jan., 1957) 1284 27661 21.5 83 
4th (Jan., 1956-July, 1956) 872 19646 22.5 87 
5th (July, 1955-Jan., 1956) 741 17258 23.3 90 
6th (Jan., 1955-July, 1955) 452 10556 23.4 90 

Col. (5) shows the percentage of the average to the possible number 
of 26 contributions. The percentage reached a high level for entrants prior 
to second half-yearly period. 

Entrants in the first and second half-yearly periods ran their first year 
in the contribution period under consideration, those in the third and 
fourth their second year and those in the fifth and sixth their third year. 

There is a sharp difference in the percentage shown by the entrants 
in the two periods, evidently because the entrants in the first period do not 
get a chance of contributing for the whole six monthly period, while those 

. of the second period do., The latter may, therefore, be taken to reflect safely 
the percentage of contributions which entrants will make during the first year 
of entry, as it is not unsound to presume tbat under stable conditions, lhe 
contribution performance during a period of six months, more or less, reflects 
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the performance during a whole year. It may be emphasized that in the 
present context, we are concerned with the contribution performance of 
members who stay on in the Scheme during the year, excluding those who 
opt out during the year. The defaults in contribution arise for various 
factors, these being, (a) full weeks of excusals on sickness, disability and 
maternity (b) no liability to pay when not earning wages as e.g., being on 
unauthorised leave, strike or lock out. For the same reason, the contri
bution performance of the fourth period entrants may be taken to reflect the 
percentage contributing in the second year of their stay and that of sixth 
period entrants in the third year of their stay. On this evidence, it is safe 
to assume that 70 per cent of contributions will be paid during the first year, 
80 per cent. the second year and 85 per cent during the next 20 years 
followed by 90 per cent during the remaining period of their membership. 
The percentages appear to be reasonable and erring on the side of safety, 
considering the magnitude of the defaults that can arise due to the exigen
cies enumerated. 



APPENDIX IV 

INCIDENCE OF WAGE SUPPLEMENTS, PARTICULARLY IN 
RESPECT OF MEASURES OF SOCIAL SECURITY IN CERTAIN 
SELECTED INDUSTRIES IN SOME COUNTRIES IN EUROPE 

The International Labour Review, Vol. LXXVI, No. 6, December 1957 
cohtains an article under the headin!! "Wages and Related Elements of 
Labour Costs in European Industry, 1955--A l>reliminary Report". The 
article gives, for selected European countries, figures of wages and other 
items of Jabotir cost based on returns trom 8,000 establishments in the 
following industries : cotton textiles, leather footwear, radio electronics, 
machine tools, ship-building, steel, coal fllining and state railways. The 
coverage was generally high with more than 50 per cent of the workers being 
covered by the data for most industries and countries. The sample• tended 
to overrepresent lar?er establishments, which may have led to some, but not 
serious, upward bias in the indicated levels of wages and other labour 
costs. The detailed figures and findings are availabe in the article. The 
following is a brief summary : 

Table I given below shows the percentage ratio of non-wage elements 
to the total of all comparable elements of labour cost in 1955 in the various 
industries in the different countries. 

The elements of labour cost included are comparable from country to 
country and exclude the residual item 'other payments related to labour 
costs', such as costs for recruitment and training, and tax on wages, as in 
France. The excluded items generally formed only 0.2 to 0.3 per cent. of 
the total labour cost except in France, where they came tc· 5.3 per cent. The 
non-wage elements as taken here cover bonuses, payments in kind, time 
paid for but not worked excepting holidays, obligatory and non-obligatory 
social security contributions, direct benefits and subsidies. These non-wage 
items are sometimes termed as 'social charges', 'wage supplements' or 
'fringe benefits'. To indicate the scope of the terms direct benefits and sub
sidies, it may be stated ·that direct benefits include sums paid by the em
ployer to the worker or his beneficiaries or to a reserve fund for payments 
in case of birth, marriage, death, dependancy, termination of employment, 
employment injury and, in some countries, certain other contingencies. The 
term subsidies includes net payments by the employer ~excluding capital 
expenditure but including depreciation) for facilities providing workers or 
their families with medical and health care, canteens, restaurants, and 
olber food services, building funa&, company hcusing, other housing, credit 
unions and other financial aid services, creches, vacation homes, other 
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TABLE I 

INDUSTRY 

Cotton Leather Radio Machine Ship Steel Coal Railways Averago 
COUNTRY Textiles Footwear Electronics Tools Building Industry mining (State) (Manufacturing 

Industries only) 

' 
. 

' 
.Yugoslavia 48,2 48.9 49.7 41i .. 1 37.2 47.5 48.1 46 

.Jt~Jy 43.4• 42.5' 43,0 40.6 42.0 39.7 49.0 ... 42 

Austria ;"lo.5 27.8 33.0 33.4 27.4 34.8 38.2 60.3 31 
: .. 

-a· 
Greece 31.4 27.5 26.5 26.0 30 w 

·- .. · 

'France. 29.8 .. ~6.4 28.3 28.1 29.4 33.4 41.4 49.0 2!i, 

. 
. Turke_y 34.3 23.1 29,5 39.7 29 

·Germany 
-~F~. Rep.) 23.1 23.0 28.7 26.5 23.8 31.2 39.8 2 

Betgium 21.0 20.5 21.2. 22.1 24.6 23.7 27.4 49.6 '22 

United Kingdom 12.6 12.2 10.3 8.9 9:5 !6.4 11.2. 1i 



94 

·family services, educational, cultural and recJeaticnal services and in 
:some countries certain other facilities. The other elements, which have 
been included in all comparable elements cf labour cost taken in the study, 
are basic wage for time worked and p1emium payments for overtime, 
late shift and holiday work. The last column in the Table shows the un
weighted average of percentage for all the manufacturing industries covered 
here. 

These figures clearly bring out the significance of the wage supple
ments. In Yugoslavia, in most of the covered industries they were equal in 
total to approximately half and in Italy they generally exceeded 40 per cent 
of the total comparable elements of labour cost. Ratios in the vicinity of 
30 per cent. predominated in Austria, France, Greece and Turkey. Most of 
the industries in Federal Republic of Germany had a percentage between 
20-30. The same is true of Belgium, though the range was at a somewhat 
lower level. Wage supplements accounted for the smallest proportion in 
U.K., where, except for coal mining (16.4 per cent.) the ratio rangeo from 
8.9 to 12.6 per cent. 

2. Table 2 below shows the percentage composition of the cost items 
in the comparable labour cost in the manufacturing industries covered, the 
percentage shown here being the unweighted average of industry percentage. 

By and large, obligatory social security contributions were the most 
important single non-wage element of labour cost. Among participating 
countries, the only exceptions to this generalisation were Turkey, where spcial 
security had not yet advanced far and wage supplements assumed other 
forms, and the U.K., where the extensive system of social security is financed 
largely out of taxation. It will be seen that obligatory contributions alone 
average about 20 per cent. of the sum of comparable labour cost items in 
France, 25 per cent. in Italy and 26 per cent. in Yugoslavia. 

Items 7-9 form, what may be considered as the elements of expenditure 
on protection given to the workers against the various contingencies in life, 
which lead to a loss of earning power or create unforeseen liabilities. In 
India, items I and 2 go to constitute the wage bill. Item 10, thus, shows 
in terms of wage bill the rercentage cost of granting social security to the 
workers. 

3. In order to provide a comparison in absolute rather than percent
age terms, data are presented in Table 3 below, in Swiss Francs, converted 
from original rates (expressed in national currencies) at clearing or agreed 
rates for payments in Switzerland. While conversion of this kind is more 
appropriate for a comparison of costs than for comparison of incomes, it 
must be recognised that exchange rate conversions provide at best only 
rough comparability. 

In this Table, average hourly earnings represent the sum of basic wages 
for hours worked, premium pay, bonuses and gratuities, and pay for hours 
not worked, divided by the total man-hours remunerated. The cost per 
hour worked is the sun:J of basic wages, premium pay, and the other ele-



TABLE II 

Elements of Labour Cost Austria Belgium France Gennany Greece Italy Turkey United Yugo-
Fed. Rep. Kindgom slavia 

I. Basic Wage 66.7 77.9 67.8 72.4 69.2 57.0 60.1 89.3 50.6 

2. Premium pay for overtime, late shift 
& hoilday work 2.2 N.A. 2.8 1.6 1.4 1.0 11.0 N.A. 3.0 

3. Bonuses & Gratuities 2.7 0.6 1.2 2.2 8.1 5.7 4.2 0.4 5.6 

4. Payments in kind 0.7 0.1 1.1 0.3 0.2 1.3 5.8 0.1 0.5 

Hours paid for but not worked ' "' 5, 9.3 6.4 6.4 6.4 4.0 6.5 8.5 5.7 5.9 V1 

6. Obligatory social security contri-
butions 13.9 14.2 20.1 9.8 15.2 25.4 5.7 2.7 25.6 

7. Non-obligatory social security con-
tributions 0.5 0.1 4.5 4.5 0.4 0.1 0.8 

8, Direct benefits 2.3 0.4 0.4 .1.2 1.1 2.0 4.3 0.2 

9. Subsidies 1.7 0.3 1.6 1.6 0.4 1.0 0.4 0.8 8.8 

TOTAL: 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

10. Ratio of items 7-9 24.2 18.9 29.6 
to items 1-2 

20.9 23.7 47.4 14.1 4.1 47.8 



TABLE III 
WAGES AND OTHER COMPARABLE ELEMENTS OF LABOUR COST, 1955. 

Expressed in Swiss Francs 

COUNTRY Cotton Leather Radio Machine Ship Steel Coal Railways 
TeKtites Footwear Electronics Tools Buildings Industry Mining 

AUT A: 
Average hourly earnings 1.05 . 1.21 . 1.23 1.45 1.44 1.60 !.51 I. 8 
Basic Wage per hour 1.00 1.18 1.13 1.37 1.42 1.36 1.3 1. 5 
Cost per hour worked 1.50 1.65 1.70 2.12 1.99 2.29 2.32 3.73 

BELGIUM 
Average hourly earnings 1.74 1.66 2.34 2.4~ . 2.63 3.01 2.73 2.83 
Basic wage per hour 
Cost per hour worked 2.20 2.08 2.95 3.07 3.47 3.88 3.76 5.62 

FRANCE;. 
Average hourly earnings 1.78 1.79 2.43 2.64 2.26 2.37 2.70 2.55 
Basic wage per hour · 1.73 1.76 2.25 2.47 2.09 2.33 2.70 2.45 
Cost per hour worked 2.51 2.42 3.32 3.62 3.17 3.50 4.61 5.02 

GERMANY (F.R.) : 
1.47 Average hourly earnings 1.47 1.70 1.83 1.93 2.58 2.35 

Basic wage per hour 1.41 1.44 1.62 1.74 1.83 2.45 2.25 \0 

Cost per hour worked 1.86 1.88 2.32 2.43 2.49 3.56 3.82 
a.. 

GREECE: 
Average hourly earnings 0.83 0.92 1.05 1.34 
Basic wage per hour 0.74 ... 0.81 0.84 1.15 
Cost per hour worked 1.09 1.15 1.30 1.71 

ITALY: 
Average hourly earnings 1.13 1.03 1.47 i.49 1.51 1.98 1.42 
Basic wage per hour 1.03 0.94 1.32 1.35 1.39 1.85 1.31 
Cost per hour worked 1.83 1.64 2.36 2.31 2.50 3.06 2.61 

TURKEY: 
Average hourly earnings 1.23 1.70 1.97 1.48 
Basic wage per hour 1.17 1.23 1.56 1.37 
Cost per hour worked 1.79 2.18 2.67 2.31 

UNITED KINGDOM : 
Average hourly earnings 2.00 2.11 2.78. 2.99 2.97 3.56 2.75 
Basic wage per hour 
Cost oer hour worked 2.27 2.37 3.08 3.27 3.29 4.26 3.10 

YUGOSLAVIA : 
Average hourly earnings ().70" 0.79 0.85 0.94 0.83 0.92 0.89 
Basic wage per hour 0.63 0.67 0.75 0.78 0.73 0.73 0.72 
Cost per hour worked 1.23 1.34 1.57 1.64 1.29 1.63 1.54 
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ments of labour cost divided by the number of hours actually worked. 
Wage supplements tended to be highest in cases where average hourly 

earnings were lowest, and vice versa. Thus, the country with the lowest 
average earnings (as expressed in Swiss francs), Yugoslavia, reported the 
highe~t percentage payments for wage supplements, and the co1mtry with the 
highest earnings, the United Kingdom, reported the lowest percentage. 
This inverse relationship was not fully consistent, however. France is a high
wage country, which also reported high non-wage labour costs, while Greece 
is a relatively low-wage country with medium non-wage costs. In addi
tion, it should he noted that the major social programmes in the United 
Kingdom are not financed by employer's contribution and therefore fall out
side the scope of the statistics reported. 

On the whole," however, average differences in labour costs per hour 
from country to country were less marked than average differences in hourly 
earnings. In the cotton textile industry, for example, the average deviation 
from the mean of hourly earnings was 29 per cent., but the average deviation 
from the mean of labour costs was only 20 per cent. In the machine tool 
industry the percentage dropped from 31 to 24. 

Finally, the ranking of the different countries with respect to labour cost 
per hour differs appreciably from the ranking in terms of average hourly 
earnings alone. The following rankings are based on simple average of ma
nufacturing industries covered. 

Ranked on Basis of Hourly Earnings Ranked on Basis of Labour cost Per 

. I. United Kingdom 
2. Belgium 
3. France 
4. Fed. Rep. of 

Germany 

5. Turkey 
6. Italy 
7. Austria 
8. Greece 
9. Yugoslavia 

hour . 

I. France 5. Italy 
2. Belgium 6. Turkey 
3. United Kingdom 7. Austria 
4. Fed. Rep. of 8. ·Yugoslavia 

Germany 9. Greece 

4. The article gives for the various countries detailed figures of wages 
and related elements oflabour cost in 1955 for each of the industries covered. 
Among the industries covered wage supplements were generally greatest 
in state railways and coal mines. The ratios in the six manufacturing indus
tries showed considerable consistency within each country. This f~t suggests 
the appropriate11ess of an average of the ratios for manufacturing industries 
as a simplified means of judging inter-country differences. While differences 
among manufacturing industries covered were not marked, wage supple
ments were generally lowest in cotton textile and leather footwear industries. 
The data for cotton textile, which is of major interest in India, are repro
duced in Table 4 below. 



TABLE IV 
WAGES AND RELATED ELEMENTS OF LABOUR COST, 1955. 

(Cotton textile industry: wage earners) 

Elements Austria Belgium France Germany Greece Italy Turkey U.K. Yugosla-
(F.R.) via 

I. Sum of wages & selected costs 
(items 2-10) 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

2. Basic wage for time worked 66.9 68.9 75.4 68.2 56.3 65.0 5.09 

3. Premium pay for overtime, late 
shift & holiday work· · 2.6 79.1 1.3 1.5 0.5 0.3 0.7 87.4 1.0 

4. Bonuses & Gratuities 0.8 0.1 0.8 2.2 8.5 5.8 3.1 0.6 5.8 

5. Payments in kind 1.0 0.1 0.1 0.3 0.6 7.5 0.3 0.8 

6. Hours paid for but not worked 9.4 6.3 4.5 6.5 5.0 7.1 10.4 5.9 6.1 

7. Obligatory social security contribu- "' tions 15.3 13.8 21.0 9.5 14.7 27.1 ·7.1 3.3 26.7 00 

8. Non-obligatory social security con. 
tributions 0.4 0.9 2.8 0.8 0.0 0.6 0.0 

9. Direct benefits 2.1 0.1 0.1 0.5 1.4 1.9 5.1 0.4 

10 •. Subsidies 1.6 0.6 2.4 1.7 0.7 1.0 1.1 1.6 8.8 
:' 

II. Sum of items 3-10 33.1 N.A. 31.1 24.6 31.8 43.7 35.0 N.A. 49.1 
12. Other payments related to labour 

cost 0.6 0.1 4.3 0.5 0.8 0.4 0.5 0.3 
HourlY wages in units of National 

currency: Shillings Francs Francs Marks Drachmas Liras Pounds Shillings Dinars 
13. Average hourly earnings 6.23 19.88 142.62 1.41 s:69 t61.2s 0.79 3.26 47.94. 

14. Basic wage per hour 5.97 N.A. 138.61 • 1.35 5.06 147.12 0.75 N.A. 42.86 

IS. Basic wage plus selected elements of 
labour cost (items 2-10) per hour 

8.92 25.10 201.12 worked 1.79 7.42 261.46 !.IS 3.71 84.24 
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