Unit-V
EVOLUTIONAND GROWTH OR SOCIAL SECURITY
LEGISLATIONIN INDIA-WORKMEN'S
COMPENSATION LEGISLATIONININDIA (MAIN
PROVISIONS)

L earning Obj ectives:
After studying thislesson, you should be ableto understand the :

K historica evolution of socia security legidationinindig;
K main provisionsof workmen compensation legidationinIndia;

K problems associ ated with the administration of socia security schemes;
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20.1 Introduction :

Socid security isanimportant part of [abour welfare providing the security whichisof great importance
totheworkers. Labour welfareisan important facet of industrial relations, which hasacquired importance
with thegrowth of industrialisation and each empl oyer depending on his priorities givesvarying degrees of
importanceto labour welfare and socia security. Thecommittee on Labour Welfare (CLW), formedin 1969
to review thelabour welfare scheme, described it asasocid security measurethat contributetoimprovethe
conditionsunder whichworkersareemployedin India. The Government hasintroduced statutory legidation
from timeto timeto bring about some measure of uniformity regarding theimplementation of |abour welfare
and socia security measures.

20.2 EVOLUTIONAND GROWTH OFSOCIAL SECURITY ININDIA:

Thedeve opment of socid security systemstraced form theenactment in 1883 of thefirst socid insurance
law in Germany under Bismark. Themodern concept of industridisation hasbeen theresult of industridisation.
Inthelndustrialised countries, socid security wasfirst introduced intheform of socia insurance. ltsapplication
waslimited to certain occupational groupsand in course of timeitscoveragewas extended toall or more
occupational groups.

20.2.1 1LO and Social Security :

Theterm socia security cameinto general use after 1935, theyear the US passed the social security
Actintroducing theold age pension system. It gradually referred to similar schemesin other countries. The
formation of ILO in 1919 to promote social justice through: (1) internationa standards; (2) providing
information; (3) technica ass stance and guidance; and (4) co-operationwith other internationa organisations,
provided the direction and impetus needed by maost countries. Twenty-nine conventionsand 27 resolutions
passed by ILO refer to socia security. 1L O objectivein passing resol ution wasto set minimum standards.
Indiawasafounder member of thelLO.

TheSocid Security (Minimum Standards) Convention (N0.102), whichwasadopted by theInternationd
Labour Conference on 28th June, 1952, definesthe nine branches of socia security benefit.

Theseare:



Medica Care

Sickness benefit
Unemployment benefit
Employment injury benefit
Family benefit

Maternity benefit
Invaidity benefit
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Survivorsbenefit

All but thefirst of these benefitsare paid in cash, but two of them - employment injury and maternity -
asoincludean dement of medical care; family benefit may comprise of variety of components.

20.2.2 Social Securityinlindia:

Theevolution of socia security measuresin Indiahasbeen rather dow, and onamoreor lesssdlective
basis. Inour country social security programmes have been in existence sincetimesimmemorial. Joint
families, gram panchayats, community devel opment centresand charitabletrusts have contributed to provide
assistanceto the needy for variousrisksand contingencies. Inthosedays, the main objectivewas collective
security of lifeand property, freedom from misery, and security against common risks. Themodern concept
and organised social security measuresin statutory form areonly of recent origin. The Indian Constitution
guaranteessocial security asfollows:

The Stateshall, in particular, direct itspolicy towards securing:
a)  righttoanadequate meansof livelihood (Article 39());

b) theStateshdl withinthelimitsof itseconomic capacity and devel opment, ol d-age, sickness, disablement
and other cases of undeserved want (Article41);

c) theStateshdl endeavour to secureto all workersagricultural, industrial or otherwise, work, aliving
wage, conditions of work ensuring adecent standard of life (Article43).

20.2.3 Social Security Legidationinindia:

In India, variousfactors contributed to the evolution of social security legislation. The growth of
indugtridisation, exodusto thecities, disintegration of joint family system etc., havelead to the disgppearance



of resourcesonthe part of individua sto copewith the unexpected risks. During the Fourth FiveYear Plana
variety of socia security measures, among them the empl oyees family pension scheme, legidation requiring
the payment of gratuity at thetimeof retirement and finally extension of the ES| schemeto insured persons
families. TheFifth and Sixth planscontinued to expand thesocid security benefits, including expansion of the
ESI scheme.

Socid security legidationin Indiaintheindustria sector consistsof theenactments. (1) Theworkmen's
CompensationAct, 1923; (2) The Employees State InsuranceAct, 1948; (3) The Employees Provident
Fundsand Miscellaneous ProvisonsAct, 1952; (4) The Maternity Benefit Act, 1961; and (5) The Payment
of Gratuity Act, 1970.

TheWorkmen's CompensationAct isbeing administered by the State Governments/ Union Territory
Adminigtrations. The Employees Provident Fundsand Miscellaneous ProvisionsAct isadministered by the
Government of Indiathrough the Employees Provident Fund Organisation. Intheadministration of the ESI
Act, the Centra Government and State Governments sharetheresponsibility. Cash benefitsunder the ESI
Act areadministered by the Central Government through the Employees State Insurance Corporation (ESIC).
The Payment of Gratuity Act isbeing administered by the Central Government in establishmentsunder its
control, and al so establishments having branchesin morethan one state - mgor ports, mines, oil fieldsand the
rallways, and by therespective State Governmentsand Union Territory Administrationinal other cases. The
Maternity Benefit Act are administered by the Central Government inminesand circusindustry and by the
State Governmentsin factories, plantationsand other establishments. Inour country the passing of Workmen's
CompensationAct marksthebeginning of ingtitutionalised form of socia security.

20.2.4 Concept and Meaning of Social Security :

Socid security isadynamic concept, which hasbeen cond dered most essentid for theindustrid workers
and with the development of theideaof welfare tate, its scopenow includesall sectionsof society. Asthe
Sateexistsfor thegenera well-being of people, itisaproper function of the Stateto promotesocia security.

Socia security isthe security that soci ety furnishes, through appropriate organi sation, against certain
riskstowhichitsmembersareexposed. Theserisksareessentialy contingenciesagaingt whichtheindividuas
of small means, or theworker, cannot effectively providefor by hisown ability or fore-sight dloneor evenin
private combinationwith hisfellows.

Social Security and Social Insurance:

Socia security isavery comprehensiveterm andincludesinit, schemesof socia insuranceand socid
assistanceaswed | assome schemesof commercia insurance. Socia insuranceformsthe most important part
of any socia security scheme.

Socid insuranceisoneof thedevicesto prevent anindividua fromfailing to thedepartmentsof poverty
and misery andto hep himintimesof emergencies. Insuranceinvolvesthesetting aside of sumsof moneyin



order to provide compensation against | oss, resulting from particular emergencies. Theelimination of therisk
of theindividua isthebasicideaof insurance. Social insurance can be defined as"aco-operative device,
which aimsat granting adequate benefitsto theinsured on the compul sory basis, intimes of unemployment,
sickness and other emergencies, with aview to ensure aminimum standard of living, out of afund created
from thetripartite contributions of theworkers, employers and the State and without any meanstest, and as
amatter of right of theinsured".

Socid insuranceisdso somewhat different from socia ass tanceand public asssance. Socid assstance
schemeisadevice according to which benefitsare given asalegal right to workers, fulfilling prescribed
conditions, by the State out of itsown resources. Public ass stanceisbased on need and impliesthe acceptance
of responsi bility by the Stateto provide aminimum standard of livingto dl itscitizens.

20.2.5 Social Security enactments:

InIndia, the significant enactmentswith regard to the provision of socid security arethefollowing:
1) Workmen'sCompensationAct, 1923:

ThisAct waspassedin theyear 1923 to provideemployment injury compensationtoindustrial workers.
The compensation isrelated to the extent of theinjury or death, but the employer isnot responsibleif a
workman sustainshisinjuriesunder theinfluenceof drugs, drinksetc. It isadministered by aCommissioner,
appointed by the government.

2) TheEmployeesSatelnsuranceAct, 1948:

Under theschememedicd facilitiesand unemployment insuranceare provided duringillnesstoindustria
workers. The Schemeisadminigtered by the ESI Corporation, an autonomousbody congsting of representetives
of the Central and State Governments, employers, empl oyees, medical professionalsand a so members of
parliament. Theschemeoperateson acontributory bassand it offersfive mgor benefits- medical, Sickness,
maternity, disablement and dependent’s benefits.

3) EmployeesProvident Fund Act, 1952

The EPF schemeframed under the Act isadministered by atripartite central board, consisting of
representatives of employers, employees, Centra and State Governments. The PFisrefunded with interest
intheevent of death, permanent disablement, superannuation, retrenchment, migration or onleaving service.
All PFaccumulationsareinvested in government and other guaranteed securities, according to the pattern
specified by the Centra Government.

4) Maternity Benefit Act, 1961 :
Thegenerd maternity benefit Act, 1961 appliestowomen infactories, minesand other establishments.

It does not apply to those covered by the ESI scheme. It isadministered by the Factories Inspectorates of
State Governmentsin respect of factories, theWelfare Commissioner in cod minesand the Director Genera



(Safety) inother mines.
5  Payment of Gratuity Act, 1972

ThePayment of Gratuity Act, 1972 appliesto all factories, mines, ailfields, plantations, ports, railways,
shopsand such other establishments as specified by aCentral Government notification. TheAct providesthat
for every year'scontinuancein service, an employee should get 15 dayswages and thetotal gratuity payable
shdl not bemorethan 20 monthswages. Gratuity is payable on termination of employment after rendering
continuousservicefor at least 5 yearsunlesstermination isbecause of death or disablement.

20.2.6 Integrated Social Security Scheme:

InIndia, the size of the country has presented itsown problems, especially in the administration of
social security schemes. TheNationa Commissionon Labour felt that it "should be possible over the next
few yearstoevolveanintegrated socid security schemewhichwill, with somemargina additionto thecurrent
rate of contribution, take careof certain risksnot covered at present. Thiswill belimited to thebenefitsof: (i)
PF and retirement / family pension; and (ii) unemployment insurance. They a so suggested the pooling of
social security collectionsinasinglefund, for different agenciesto draw upon, and disbursefor various
benefitsaccording totheir needs'.

The government appointed aone-man commission and asked N.N. Chatterjeeto draw up ablueprint
for the enactment of common codeof socia security. Hedrafted afive-year planfor step-by-stepintegration
of theESl and EPF schemesincluding those of plantationsand mines, and acomprehensvepieceof legidation
for al socia security schemes. Hefelt that unemployment insuranceat this stage of economic development
could only beintroduced asapilot project in some selectedindustries. Theserecommendationsarestill under
congderation. Indiais4till climbingthehill inthefield of economic devel opment. Employerstoday areby and
large sympatheticto their workers needs and makethe necessary effort to providewelfare amenities.

Social security schemes are hardly subsidised by the government except in the case of their own
employees, and asmall contribution to the ESI Scheme. However, given the situation and the amenities
availabletotheaveragecitizeninIndia, theindustrial worker has been given abetter deal.

20.3 Workmen Compensation Legidation in India (Main Provisions) :

Although the need for protecting workmen against even the common hazards of lifesuch asinjury,
sickness, maternity, and old age was reali sed soon after the advent of industrialisation inthe country, no
concrete measureswere adopted for alongtime. Only inthe caseof fatd injuries, somerelief wasavailable
to the dependents of the deceased workmen under the Fatal AccidentsAct, 1855. But the measurewas not
of muchavail owingtotheignoranceandilliteracy of theworkmen and their dependents, and acomplicated
legd procedureinvolved in establishing aclaim. It was under these conditionsthat the question of providing
security totheworkers against the contingenciesof lifereceived the attention of the State.



20.3.1 Workmen CompensationAct, 1923:

The principleof workmen's compensation wasformally adopted in Indiain 1923, i.e., about 25 years
after theadoption of theprinciplein Great Britain. A beginning of socia security in Indiawasmadewiththe
passing of theworkmen's Compensation Act in 1923 whichwas put intoforceon July 1, 1924. Subsequently,
therewereanumber of amendmentsto theAct. TheAct contains 36 sectionsand four schedules. Prior to
1923, it wasamost impossi blefor an injured workman to recover damages or compensation for aninjury
sustained by himin theordinary courseof hisemployment.

20.3.1.1 Object, Scopeand Coverageof theAct :

Theobject of theworkmen compensation Act 1923 isto impose an obligation upon employersto pay
compensation toworkersfor accidentsarising out of and inthe course of employment. The schemeof theAct
isnot to compensate theworkmenin lieu of wages, but to pay compensation for theinjury sustained to him.

TheAct extendsto thewhol e of Indiaand appliesto any person who isemployed, otherwisethat in
clerical capacity, intherailways, factories, mines, plantations, mechanically propelled vehicles, loading and
unloading work onaship, construction, mai ntenance and repairs of roads, bridges, etc., electricity generation,
cinemas, catching or training of wild €l ephants, circus, and other hazardous occupati ons and empl oyments
specifiedin Schedulell of theAct. Under Subsection (3) of section 2 of theAct, the tate governmentsare
empowered to extend thescope of theAct to any classof personswhaose occupationsare considered hazardous
after giving threemonths noticeinthe Officid Gazette. TheAct, however, doesnot apply to membersserving
intheArmed Forces of the Indian Union, and empl oyees covered under the provisionsof the Employees
State InsuranceAct, 1948 as disablement and dependents benefit areavailableunder thisAct.

20.3.1.2 Definitions:

Workman : Inorder to bea"workman™ within themeaning of section 2(1) (n) of theWorkmen's Compensation
Act, aperson should first be employed; second, hisemployment should not be of acasual nature, third, he
should be employed for the purposes of the employer'strade or business; and, lastly, the capacity inwhich he
worksshould beoneset out inthelist in Schedulell of theAct.

Dependents: For the purposes of theAct dependents have been grouped into two classes:
i) Thosewho are cons dered dependents without any proof; and
i)  Thosewhomust provethat they are dependents.

Thefirgt groupincludesawidow, aminor legitimate son, an unmarried | egitimate daughter or awidowed
mother. Thefollowing areincluded inthe second group if they werewholly are partialy dependant onthe
earningsof theworkersat thetimeof hisor her death; awidower, aparent other than awidowed mother, a
minor legitimate son, an unmarried illegitimate daughter or adaughter legitimateor illegitimateif married and
minor, or if widowed, and amarried brother or unmarried sister or widowed sister, if aminor, awidowed



daughter-in-law, aminor child of apredeceased son, aminor child of a predeceased daughter where no
parent of thechildisalive, or apaterna grand parent, if no parent of theworkmanisaive.

Partial disablement means, wherethe disablement isof atemporary nature, such disablement asreduces
the earning capacity of aworkmanin any employment inwhich hewas engaged at the time of the accident
resulting inthe disablement, and wherethe disablement i s of permanent nature, such disablement asreduces
his earning capacity in every empl oyment which he was capabl e of undertaking at that time provided that
every injury specifiedin (Part 11 of Schedulel) shall bedeemed to result in permanent partia disablement.

Total Disablement means such disablement, whether of atemporary or permanent nature, asincapacitates
aworkman for all work which he was capabl e of performing at the time of the accident resultingin such
disablement.

20.3.1.3 Payment of Compensation under theAct :

Themain provisionsof theWorkmen CompensationAct, 1923 regarding the payment of compensation
includesthefollowing.

20.3.1.4 Distribution of Compensation :

The Compensation shall be paid by the empl oyer to aworkman for any personal injury sustained by
himinanaccident arising out of and inthe courseof hisemployment. However, theemployer will not beliable
to pay compensation for any kind of disablement (except death) which does not continuefor morethanthree
days, if theinjury iscaused when theworkmen was under or violated arule expresdy framed for the purpose
of securing hissafety or wilfully removed or disregarded asafety device. A workmanisaso not entitledto
compensation if he doesnot present himself for medical examination whenrequired, or if hefailsto take
proper medical trestment which aggravatestheinjury or disease. Incaseitisnot fatal, an employment injury
maly cause any injury resulting in permanent total disablement; permanent partia disablement; or temporary
disablement (Section 3).

Rate of Compensation :

Therateof compensation in caseof desth isan amount equa to 50 percent of the monthly wages of the
deceased workman multiplied by therelevant factor or an amount of Rs. 80,000, whichever ishigher. Where
permanent tota disablement resultsfrom theinjury, the compensation will bean amount equal to 60 percent
of the monthly wages of theinjured workman multiplied by therel evant factor, or an amount of Rs. 90,000,
whicheverishigher.

Where the monthly wages of aworkman exceed four thousand rupees, his monthly wagesfor the
above purposeswill befour thousand rupeesonly. The ceiling on maximum amount of compensationis
Rs.4.56 lakhin case of death and Rs.5.48 |akh for permanent total disablement.



In case of temporary disablement, a half-monthly payment of the sum equivalent to 25 percent of
monthly wagesof theworkman hasto be paid.

If theworkman contracts any occupational disease peculiar to that employment, that would be deemed
to beaninjury by accident arising out of andin the course of hisemployment for purposesof thisAct. Inthe
case of occupational diseases, the compensation will be payable only if theworkman hasbeeninthe service
of theemployer for morethan six months. Someof the occupationa diseaseslistedin Schedulelll totheAct
are: anthrax, poisoning by lead, phosphorousor mercury, silicos's, asbestos's, and bagassosis (Section 3).

20.3.1.5 AdministrativeAuthority :

TheAct isadministered by state governments which are required to appoint Commissioners for
Workmen's Compensation. Thefunctionsof the Commissionerinclude:

()  Settlementof disputedclaims;
(i)  Disposd of casesof injuriesinvolving death; and
(i)  Revison of periodica payments (Section 20)

The Commissioner may recover asan arrear of land revenueany amount payabl e by any person under
thisAct, whether under an agreement for the payment of Compensation or otherwise (Section 31).

Itisprovidedthat all casesof fatal accidents should be brought to the notice of the Commissioner for
Workmen's Compensation; and if theemployer admitstheliability, the amount of compensation payable
should bedeposited with him. Wherethe employer disclaimshisliability for compensation to the extent
claimed, he hasto make provisiona payment based on the extent of liability which he accepts, and such
payment must be deposited with the Commissioner or paid to the Workman. Advancesby theemployers
against compensation are permitted only to the extent of an amount equal to 3 months wages. Theamount
deposited with the Commissioner for Workman's compensation is payabl eto the dependents of theworkman.

If employer isin default, in paying the compensation within one month from the dateit fell due, the
Commissioner may direct therecovery of not only theamount of thearrearsbut a'so asmpleinterest at the
rate of 6 percent per annum.

20.3.1.6 ContractingOut :

A contract or agreement, whereby theworkman relinqui sheshisright to compensation from theemployer
for thepersonal injury arising out of and in the course of employment, isnull and void to theextent towhich
such contract or agreement purportsto remove or reduces, theliability for, the payment of compensation.
The compensation payabl e to the workman or to his dependents cannot be assigned, attached or charged
(Section9and 17).



20.3.1.7 Claimsand Appeals:

Theworkman concerned or his dependents may file an application before the Commissioner for
Workmen's Compensation in case the compensation isnot paid by theemployer. Theclaim shal befiled
withinaperiod of two yearsof the occurrence of theaccident or desth. Theapplicationwhichisfiled after the
period of limitation can beentertainedif sufficient causeexists. An apped will lieto the High Court against
certain orders of the Commissioner if asubstantial question of law isinvolved. Anappeal by an employer
against an award of compensation isincompetent unlessthe memorandum of appeal isaccompanied by a
certificate that the employer has deposited the amount of such compensation. Unlesssuch acertificate
accompani esthe memorandum of appeal, the appeal cannot beregarded as having been validly instituted.
Theperiod of limitation for an appeal under Section 30issixty days (Sections 10 and 30).

20.4 Summary :

InIndiasocia security programmes have been in existence sincetimesimmemorial. But organised
social security measuresin statutory form areonly of recent origin. Indiahasbeen apioneer inintroducing
social security for its people. The beginning of social security may betraced back to the 1920swhen the
Workmen's Compensation Act was passed. Subsequently, the country made significant progressduringthe
first decade after independence from 1947-57 and against between 1967-77.

Workman's CompensationAct, 1923 wasIndiasfirst socia security legidation, which cameintoforce
onJuly 1, 1924. Subsequently therewere anumber of amendmentsto theAct.

Thereisavital need for asocia security schemefor organized labour. Thesize of the country has
presented itsown problems, especialy intheadministration of social security schemes. Itisgeneraly agreed
that if theadministration of these schemesisdecentralised, there could be better coverageand adrasticcutin
costs. Socid security systemin Indiaischaracterised by multiplicity of schemesadministered by different
agencieswithout any co-ordination. A co-ordinated or systems approach has been lacking. That too, the
dichotomy intheadmini stration of the schemesisnot conduciveto effectiveimplementation.

Onthewhole, thesocia security legislationin our country suffer from several defectslike- uneven
scope, narrow coverage, duplication and overlapping provisions, and different administrative authoritiesfor
implementation and enforcement. A vast majority of labour forcein the unorganised and agricultural sector
are beyond the benefits of organised social security schemes. There is a need for an integrated and
comprehensivesocia security system.

20.5 Keyterms:

Social Insurance: isoneof thedevicesof socia security andinvolvesthe setting aside of sumsof moneyin
order to provide compensation against | oss.



Contracting Out : A contract or agreement, whereby theworkman relinquishes hisright to compensation
from theemployer for the persond injury arising out of andin the course of employment isnull and void tothe
extent to which such contract or agreement purportsto remove or reduces, theliability for, the payment of
compensation.

20.6 Mode questions

1. Definesocid security. How did socia security measures cameinto existence ?

2. Whatistheobject of theWorkmen's CompensationAct, 1923 ? What arethevarious benefitspayable
under theAct ?

3. What arethe powersof the Commissioner for Workmen's Compensation ?

4.  Discussthestand of ILO onsocia security.
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