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INTRODUCTION

I, the Chairman, Estimates Committee, having been authorised
by the Committee to submit the Report on their behalf, present this
Hundred and Twenty-third Report on the estimates relating to the
Minisry of Labour, Employment and Rehabilitation (Department of
Labour and Employment)—Employees’ State Insurance Corporation,

2. The Committee took evidence of the Director General, Em-
ployees’ State Insurance Corporation on the 15th and 17th December,
1969 and of the representatves of the Ministry of Labour, Employ-

ment and Rehabilitation (Department of Labour and Employment)
on the 19th December, 1969.

3.. The Committee wish to express their thanks to the Secretary
and Officers of the Ministry and the Director General and other
Officers of the Employees’ State Insurance Corporation for placing
before them the material and information desired in connection with
the examination of the subject.

4. The Committee also wish to express their thanks to Shri M. T.
Shukla of the Indian National Trade Union Congress; Dr. J. N. Vaish-
nav President National Integrated Medical Association (Maharash-
tra State Branch), Bombay; and Sarvashri Surotham P. Hutheesing,
Santosh Nath, M. Ghose, B. N. Sethi, S. N. Bose and S. C. Agarwal
of the Council of Indian Employers, New Delhi, for giving evidence
and making valuable suggestions to the Committee.

5. They also wish to express their thanks to all the Associations
who furnished memoranda on the subject to the Committee.

6. The Report was considered and adopted by the Committee on
the 8th April, 1970.

7. A statement showing analysis of recommendations contained
in the Report is also appended to the Report (Appendix X1I).

New DELHI;
April 13, 1970
Chaitra 23, 1892 (Saka).

M. THIRUMALA RAO,

Chairman,
Estimates Committee.

(vii)



CHAPTER 1
INTRODUCTORY

A. Genesis.

Labour welfare plays a vital role in industrial economy. The
need for improving the material conditions of workers, both from
the social view point and from the effect on productive efficiency,
is being accordingly apprediated throughout the civilised world.
Basically, labour welfare constitutes the provision of such services,
facilities and amenities as would help in creating healthy and con-
genial environment and conditions for work as well as recreation.

1.2. The concept of social security in the sense of security pro-
vided to individuals by the society against certain risks is very old,
because from ancient times men were exposed to these risks and
hence they tried to find out security measures to safeguard them-
selves against them. An iudustrial worker faces a number of risks
such as employment injury, occupational disease, invalidity or dis-
ablement, ill-health or sickness, maternity or child-birth, old age,
burial, widowhood and unemployment. During these contingencies
it is not possible for the man or the woman either to work or to obtain
work. At the same time his need for means of subsistence is greater.
These contingencies, which affected man, since he started his eco-
nomic activities, naturally urged him to find out effective safe-
guards in mitigating the evils arising out of the contingencies them-
selves. In India, for example, such a security was provided for
centuries by the joint family system. Social security, however, with
its modern systematised forms of social assistance and social insu-
rance is a recent development.

1.3. The principle of social insurance was recognised early in
Europe particularly in Germany where schemes for sickness and
maternity insurance were introduced as early as 1883. The term
itself was first authoritatively utilised only in 1935, when the United
States Social Security Act was enacted. But now in all the
advanced as well as developing countries of the world, it is recognis-
ed that contingencies like illness, death and unemployment, which
may occur with disastrous effects at any time, cannot be provided
against by person in isolation. The risks must be transferred from
the individual to a community to which he belongs. The community
must possess the financial strength necessary to enable it to honour
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all claims that experienced foresight can expect to be presented. Its
membership must be numerous enough to keep the average risk
fairly stable. The permanence of the community must be assured.
These conditions are fulfilled only by social insurance schemes
applying to a large number of workers in a wide variety of occu-
pations and by social assistance schemes the solvency of which is
guaranteed by the States or other powerfu] political unit. It is
characteristic of these contingencies that they imperial the ability
. of the working man to maintain himself and his dependants in
health and decency. Accordingly, as the State is an association of
citizens, which exists for the sake of their general well-being, it is
a proper function of the State to promote social security. While all
State policy has some bearing on social security, it is convenient to
regard in social security services only such schemes as provide the
worker with benefits designed to prevent or cure diseases, to sup-
port him when unable to earn, and to restore him to gainful activity.
Not all such measures, however, can be considered as affording
security. For security is a state of mind as well as an objective fact.
To enjoy security one must have confidence that the benefits will
be available when required and in order to afford security, the
protection must be adequate in quality and quantity.

1.4. In India, the idea of social insurance even for certain cate-
gory of workers took a long time to be translated into a reality.
Till twenties of the present century, no statutory provision existed
in this country to provide for relief or assistance to wage earners

for common hazards of life. The Fatal Accidents Act of 1855 com-
pensated the dependents of a worker for fatal accidents only.

1.5. The First World War gave a considerable fillip to industrial-
isation in India. With an appreciable increase in the ranks of
industrial workers, also grew trade union movement and workers’
demands for improvement in their working and living conditions.
It was during this period that serious consideration was given to
the enactment of measures to provide compensation for disable-
ment or death arising out of an industrial accident or industrial
disease. As a first step, provision was made in the Factories Act
(Indian Factories Amendment Act, 1922) giving power to a crimi-
nal court to order the whole or part of a fine imposed in case of
offence causing bodily injury or death, to be paid as compensation
to the injured person or in the case of his death, to his legal repre-
sentative. As this measure did not give much satisfaction to the
workers, the Government of India considered the question of
enacting the Workmen’s Compensation Act on the model of simi-
lar legislation in UK. In July, 1922, a Special Committee was set
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up to go into the matter. The scheme drawn by the said Com-
mittee ultimately led to the enactment of Workmen’s Compensa-
tion Act in 1923 and thus a beginning in social security legislation
was made in the country. Subsequently, it was followed by the
Maternity Benefit Acts in various Provinces. Beginning with the
Presidency of Bombay which was first to pass a Maternity Benefit
Act in 1929, other Provinces followed suit and enacted Maternity
Benefit Acts to provide for cash benefit to women employed in fac-
tories, etc., at a daily rate ranging from annas 8 to full daily wage,
for 7 to 12 weeks. Some of these Acts also made a provision for
free medical care or a cash bonus ranging from Rs. 5 to Rs. 25
towards medical care for confinement.

1.6. The Workmen’s Compensation Act as well as the Maternity
Benefit Acts, however, placed liability for payments on the em-
ployers and were not considered to be measures of adequate secu-
rity to the workers. There was no statutory provision for com-
pulsory insurance of employers’ liability. The insured workers
who were left to make their own arrangements for medical treat-
ment, did not have means or resources to do so. One argument
against the lump sum payments of compensation was that it was
often frittered away leaving the afflicted worker in distress and
misery. Similarly, under the State Maternity Benefit Acts also,
there was a tendency among the employers to evade payment or
not to employ a married woman or to discharge a woman worker
at the first sign of pregnancy. There was no uniformity in various
States’ enactments and there was also no provision for medical aid
before or after confinement. It was felt that these defects and
deficiencies in the Workmen’s Compensation and Maternity Bene-
fit legislations could be remedied only by a Scheme of Social
Insurance.

1.7. The question of health insurance as such received the atten-
tion of the Government of India as well as of the public for the
first time in 1928, when the following Resolution seeking approval
to non-ratification of the Conventions and Recommendation relat-
to health insurance adopted by the International Labour Organiz-
ation at its Tenth Session in 1927, was moved in the Central
Assembly by Sir Bhupendra Nath Mitra, Member for Industries and
Labour. The Resolution was discussed and adopted by the Assem-
bly the same day.

“That this Assembly, having considered the Draft Conven-
tions and Recommendation adopted by the Tenth
International Labour Conferen¢e, recommends to the
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Governor-General in-Council that he should not ratify
the Draft Conventions nor accept the Recommendation.”

(Vide L.A.Deb. dated 27-3-1928, pp. 2063—77).

The main argument advanced by the Government in favour of
non-ratification of the Convention was that conditions in the coun-
try were not sufficiently ripe for .adopting and implementing the
proposals made therein. Other reasons were such as, migratory
nature of labour, preference of indigenous system of medicine by
workers, want of qualified medical practitionerh, resistance of
workers to any compulsory deductions from their remunerations,
lack of financial resources, etc. The Government of India, how-
ever, did not entirely drop the matter but referred it to Provincial
Governments for advice. Many of the Provincial Governments
set up special committees for examination of the proposal. The
reports of these committees were, however, unfavourable in most
of the cases. Though the Punjab Committee favoured the estab-
lishment of a sickmess insurance scheme, it did not suggest any
administrative machinery for implementation. The Madras Com-
mittee suggested a scheme of general provident fund to provide for
sickness unemployment old-age marriage, funeral rites and other
contingencies. The Central Provinces Committee was not in favour
of any scheme of sickness insurance. The major difficulties pointed
out were the problem of following the workers to their villages,
arranging for adequate medical treatment there and providing for
medical certification. It was also pointed out that the workers did
not have great faith in the modern system of medicine. Another
important consideration was the administrative cost on the working
of a scheme on a national or even provincial scale on modern lines.
The Provincial Governments were generally hesitant in assuming
financial responsibility involved in State assistance to any scheme of
health insurance. They, therefore, advised against the introduction
of a scheme requiring State participation.

1.8. The problem, therefore, came up for consideration before the
Royal Commission on Labour set up by the Government of India in
1929. The Commission in its Report (1931) viewing the high inci-
dence of sickness in the country made out a strong case for intro-
duction of health insurance in India and even proposed a tentative

scheme for the purpose. Emphasizing the need for health insurance
for workers, the Commission observed: —

“The question of making provisions for workers during sick-
ness, even if it had not been previously raised by Govern-
ment,, would have been forced on us by what we found
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in every industial centre. Of the great need of the
workers for something of this kind there can be no doubt.
By common consent the incidence of sickness is substan-
tially higher than in western countries, the medical faci-
lities are much less adequate and the wages generally
paid make it impossible for most workers to get through
more than a very short period of illness without borrow-
ing. Indeed sickness is an important contributory cause
of indebtedness, with all that debt entails under existing
conditions, for, often at this time of great need, the work-
er may find himself destitute of resources, unable to take
proper measures to restore his health and in difficulties
regarding even the means of subsistence. This situation
calls for the exploration of all methods that may lead to
the alleviation of existing hardships.”

The salient features of the scheme suggested by the Royal Com-
mission were: (i) that the responsibility for the medical and finan-
cial benefits should be separated, the former being undertaken by
Government “possibly on a non-contributory basis” and the latter
being administered through employers on the basis of contributions
by themselves and by the workers; (ii) that cash benefit should be
supported by contributions from the worker and by the employer,
in equal amounts, “or rather more (from the employer) in the case
of the more poorly paid”; (iii) that there should be a qualifying
period of one year; (iv) that the maximum limit for sick leave (i.e.,
period of cash benefit) should be one month in the year; and (v)
that the cash benefit should be a proportion of the wages and should
be paid by the employer.

The Government of India considered the recommendations of the
Royal Commission in consultation with the standing Advisory Com-
mittee of the then Labour and Industries Department and Govern-
ment Actuary’s Department in London and decided to drop the
matter for the time-being.

1.9. In the laté thirties, the Labour Enquiry Committees appoint-
ed by the Provincial Governments of Bombay, U.P. and Bihar also
recommended the introduction of a contributory sickness insurance

scheme.

1.10. In this connection, it may be noted that the labour move-
ment which was growing in stature and effectiveness from early
twenties and was forcefully insisting on provision for health insur-
ance schemes, played an important part both for the setting up of
Labour Enquiry Committees and also in the evolution of these
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schem.s. The matter was then considered by the Labour Ministers’
Conference held in 1940 and 1941 and also at other tripartite confer-
ences but with no substantial results. At the Third Labour
Minister’s Conference held in 1942, however, the Government of
India placed a tentative scheme of sickness insurance for factory
workers. The Conference decided that the details of the sickness
insurance scheme for factory workers should be worked out by small
committee of experts including an Actuary. Later, however, it was
considered expeditious to entrust the work to one expert. It is note-
worthy that the renewed interest evinced by the Government of
India in putting forward an actual scheme of health insurance for
industrial workers was possibly due to various important develop-
ments which took place in other countries in regard to social secu-
rity measures, pamely, publication of Beveridge Report (1942) in
U.K., the Wagner—Murray Dingell Bill in U.S.A., and Marshal Plan
in 1943 in Canada.

1.11. Accordingly, the Government of India appointed in March,
1943, Prof. B. P. Adarkar as Officer on Special Duty to report on the
possibility of providing health insurance for industrial workers in
India. Government also appointed a Health Survey and Develop-
ment Committee with Sir Joseph Bhore as its Chairman to make “a
broad survey of the present position in regard to health conditions
and health organisation in British India and to make recommend-

ations for future development.” Prof. Adarkar submitted his Report
on August 15, 1944.

1.12. Prof. Adarkar in framing his scheme considered the three
earlier important schemes proposed by the Royal Commission on
Labour in 1931, the Labour Department of Government of India in
1941-42 and the Bombay Textile Labour Enquiry Committee in 1940.
He had also the benefit of consultations with the Industial Health
Sub-Committee of the Bhore Committee. In addition, he sought the
advice of employees’ and employers’ organisations and of the panel
of Actuaries in connection with the financial structure of his pro-
posed scheme. Adarkar’s scheme was to cover all perennial factor-
jes in the three major groups of industries, namely, textiles, engi-
neering and minerals and metals, exemption being contemplated for
employment in armed forces, employment in public departments
and public utility concerns having at least equivalent sick pay and
medical facilities and in the case of factories in scarse areas. Other
important features of the Scheme are mentioned below:—

(i) The scheme should be enforced on a compulsory and con-
tributory basis—permanent and temporary were to get
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cash as well as medical benefits while casual workers
were to receive only medical benefits;

(ii) the workers drawing less than Rs. 200 were to be covered
by the scheme;

(iii) the lower and upper age limits fixed as 12 and 60 respec-
tively;

(iv) there was to be no non-contributory class although con-
tributions were suggested in such a way that low paid
workers paid less than others;

(v) the principal benefits to accrue from the scheme were
cash benefit and medical benefit and also the maternity
benefit as an ancillary measure;

(vi) Creation of Health Insurance Fund out of employers’ and
workers’ contribution, or subsidies or other assistance
from Central and Provincial Governments;

(vii) a statutory corporation* to be called “Central Board of
Health Insurance” comprising representatives of various
interests including medical profession, at the apex and
with Regional Boards and Local Committees to adminis-
ter the scheme; and

(viii) disputes should be settled by administrative machinery
and only difficult or important matters to be decided by
superior judicial appellate bodies.

Professor Adarkar was of the view that certain measures were
necessary to keep down the incidence of sickness and to prevent
the Scheme from being saddled with burdens ligitimately belong-
ing to other branches of social insurance. He, therefore, empha-
sised the need for simultaneous adoption of schemes of (a) un-
employment insurance; (b) old-age pensions; (c) measures like
regulation of wages, rigorous enforcement of factory laws, educa-
tion in health and improvement in environmetal hygiene. He
was also of the view that medical service organisation under the

*This is in conformity with IL.O. Sickness Insurance Convention (Art.
68), which enjoins that “Sickness Insurance shall be administered by
self governing institutions, which shall be under the admmlstration and
financial supervision of the competent public authority......



8

health insurance scheme should be fully controlled by the insu-
rance institution itself and should not be entrusted to an outside
authority or State Government. He made a strong case for merging
maternity benefit laws and the Workmen’s Compensation Act
with the health insurance scheme and for framing a unified and in-
tergrated system of health, maternity and employment injury in-
surance.

1.13. The Adarkar Scheme was considered by the Tripartite
Labour Conference in October, 1944 and later by the Standing
Labour Committee in March, 1945. It was further examined by two
experts, Messrs. Stack and Rao, from the International Labour
Office, who suggested certain important modifications in the light
of social insurance ‘principles and practices adopted in other coun-
tries of the world. The Chief modifications suggested by them
were:—

(a) Separation of the administration of medical and cash
benefits;

(b) Integration of maternity benefit and workmen’s compen-
sation in the health Insurance scheme; and

(c) Extension of the Scheme to all perennial factories cover-
ed by the Factories Act and also to non-manual workers.

Based upon these suggestions, Government of India modified the
Adarkar’s scheme and published a ‘Unified Scheme of Social Secu-
rity’ to cover health insurance, maternity benefit and employment
injury.

B. The Employees’ State Insurance Act, 1948

1.14. The scheme emerged finally in the form of Workmen’s
State Insurance Bill, 1946*, which was introduced in the Consti-
tuent Assembly (Legislative) on 6th November, 1946. Meanwhile
country achieved independence and naturally the attitude and
policy of the national Government in regard to labour also under-
went a change. On the 21st November, 1947, the Government
came forward with a motion to refer the Bill to a Select Com-

*Shory title of the Bill as originally introduceg was Workmen's State
Insurance Bill.
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mittee. The Select Committee recommended the following major
amendments®*: —

(i) Workers drawing less than Re. 1 per day should be
exempted from making contribution to the third instead
of annas 10 as provided in the original Bill;

(ii) The definition of the term ‘Employee’ should be widened
so as to include clerical and other staff working in the
establishments to which the insurance scheme was made
applicable;

(iii) The number of representatives of employees, em-
ployers and Parliament on the Corporation should be in-
creased to five each in respect of the former two cases
and two in case of Parliament instead of three and one,
respectively as provided in the original Bill; and

(iv) The Corporation should have the powers to enhance the
scale of benefit admissible under the Act or to contribute
towards the cost of medical care for the families of the
insured workers if the fund so permits.

1.15. The Bill as amended by the Select Committee was passed
on the 2nd April, 1948 and received Governor General’s assent on
19th April, 1948. In view, however, of the organisational difficulties
involved, including those of securing the services of medical staff
and setting up of dispensaries etc. the Act provided that it would
come into force on such date or dates as the Central Government
may by inclusion in the official gazette appcint and different dates
may be appointed for different provisions of the Act and for diffe-
rent States and for different parts thereof. The Government deci-
ded that the scheme should first be enforced in Delhi and Kanpur
by 1952. Serious objections were, however, raised bv the em-
ployers particularly those belonging to Kanpur on the ground that
the factories situated in other areas and engaged in the manu-
facture of similar articles would not have to undergn any such
burden.

1.16. This obiection was considered bv the Government and the
Act was amended** in October, 1951 with a view to provide for the
recovery of emplover’s contributirn from all the owners of factorv
within the meaning of section 2(12) of the Act irrespective of the

*These amendments were accepted by the House and incorporated in the
Act. o

**Act No. 53 of 1951.
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fact whether the scheme was or was not brought into force in any
particular area. The amended provision of the Act, however, further
provided that the employer’s contribution in the case of factories or
establishments situated in an area where the scheme was made ap-
plicable, would be fixed at a rate higher than that in case of factories
or establishments not brought within the purview of the scheme.
These amended provisions were thus, intended to avoid such com-
petitive handicaps to any region by spreading the employers’ share of
the cost of the scheme quitably to all employers in the country.
The Corporation fixed the rate of employer’s contribution in respect
of factories or establishments where scheme was enforced at a rate
of 1% per cent and where it was not applicable # per cent.

~ The scheme was inaugurated by the late Prime Minister (Shri
Jawaharlal Nehru) in Kanpur on the 24th February, 1952 and on
the same day it was also enforced in Delhi.

1.17. With a view to simplify the structure of contributions and
to rationalise and improve the benefit provisions, the Employees’
State Insurance Act was amended in 1966. Various provisions of the
Amendment Act were brought into force in two parts with effect
from the 17th June, 1967 and 28th January, 1968.

C. Salient features of the Employees’ State Insurance Scheme

(i) Coverage

1.18. The Employees’ State Insurance Act, 1948, embodying the
Employees’ State Insurance Scheme applies to all factories (other
than seasonal) employing 20 or more persons and using power, but
excluding mines, railway running sheds and Naval, Military and
Air Force installations. It covers all employees, including clerical
and supervisory staff, employed for wages in or in connection with
the work of the factory whether employed directly by the princi-
pal employer or through contractor. The Act also contains an
enabling provision permitting extension of its provisions to any
other establishment or class of establishment, industrial, commer-
cial, agricultural or otherwise.

1.19. The Act originally covered employees whose remuneration
did not exceed Rs. 400 per month. The coverage has now been en-
larged by the Amendment Act, 1966, the relevant provisions where-
of were enforced from the 28th January, 1968, raising the wage
limit to Rs. 500 and also including specifically the persons emvloy-
ed for wages on any work connected with administration of the
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factory or establishment or any part, departmenfal or branch there-
of or with the purchase of raw. materials for or the distribution or
sale of the products of the factory or establishment.

(ii) Benefits

1.20. Originally, the Act afforded five benefits, four in cash
against sickness, maternity, disablement and death, and the fifth in
kind by way of medical care. Another cash benefit, viz. Funeral
Benefit has been provided by Amendment Act of 1966. The Scheme
visualises a series of contributions and benefit periods of 25—27
weeks, each contribution period being followed after an interval
of 13 weeks by a corresponding benefit .period. Title to sickness
and maternity benefits is determined with reference to the contri-
butions paid in the corresponding contribution period.

(1) Sickness benefit—is a periodical payment made to an in-
sured person during a period of duly certified sickness. The origi-
nal Act prescribed as qualifying condition for admissibility of bene-
fit in a benefit period, payment during the corresponding contribu-
tion period of weekly contributions for not less than two-thirds of
the number of weeks during which an insured person was deemed
to be available for employment, subject to a minimum of at least 12
contributions. The benefit was payable for all the seven days of
the week, for a maximum duration of 56 days in a continuous
period of 365 days. The payment of benefit is also subject to an ini-
tial waiting period of two days unless the spell of sickness com-
mences within 15 days of the last spell for which benefit was paid.
Under the original Act, the rate of benefit was determined with re-
ference to an assumed average daily wage in the manner specified
in Scheduled II of the Act and was about 50 per cent of the average
daily wage. The conditions of eligibility and determination of
rate of Sickness Benefit have been simplified by the Amendment
Act, 1966. An insured persom is now entitled to benefit on fulfil-
ment of a simple condition of payment of a minimum of 13 weekly
contributions in the corresponding contribution period. The maxi-
mum duration of 56 days is now related to any two consecutive
period of 365 days. The benefit rate has also been standardised
with reference to the relevant wage group to which an insured
person belongs. The ‘Standard Benefit rate’ corresponding to each
wage group has been specified in Scheduled I of the Amendment
Act, 1966, and is roughly 50 per cent of the average daily wage. In
pursuance of section 99 of the Act, the Corporation decided in Octo-
ber, 1954 to grant Sickness Benefit for an extended period upto 18
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weeks beyond the normal entitlement of 56 days, (known as Ex-
tended Sickness Benefit) to insured persons suffering from T.B.
and who have been in continuous employment for a period of 2
years. The decision took effect from 1st June, 1856. The extended
sickness benefit has been extended from time to time thereafter to
a number of other specified long-term diseases. The qualifying
conditions for eligibility have been liberalised and the duration of
the benefit has also been extended upto an additional period of
309 days after availing normal entitlement of 56 days. The rate of
Extended Sickness Benefit which was half the rate of Sickness
Benefit or As. 12 per day, whichever was greater, until 31st
December, 1963, has also been raised to full sickness benefit rate
with effect from 1st January, 1964. From 15th April 1969, the
various diseases for admissibility of Extended Sickness Benefit have
been rationalised and divided into two groups—one group of those
diseases for which Extended Sickness Benefit will now be payable
for a period upto 309 days and the other group of those diseases

for which extended sickness benefit will be payable for a period
upto 124 days only.

(2) Maternity Benefit—is a periodical payment to an insured
woman in case of confinement certified by duly appointed doctor.
Under the original Act. the qualifying contributory condition for
admissibility of materity benefit was the same as that for sick-
ness benefit, but with an additional requirement that at least one
contribution should have been paid between 35 and 40 weeks before
the week in which confinement took place or in which notice of
pregnancy was given before confinement. whichever was more ad-
vantageous to the insured woman. The benefit is pavable for a
period of 12 weeks of which not more than 6 weeks shall precede
the expected date of confinement. The daily rate of maternitv bene-
fit which was fixed at As. 12 in the original Act. was modified bv
the Amendment Act of 1951. to be the rate at which the insured
woman could have claimed Sickness Benefit for any vperiod of
sickness during the benefit period in which the confinement ocrcur-
red or was exvected to nccur if she had been aualified to claim
sickness benefit during that veriod, or As. 12. whichever was creater.
This was later on enhanced with effect from 1st June, 1958, bv a
resolution of the Corporation adopted in exercise of powers under

Qetion 99 referred to earlier. to twice the Sickness Benefit rate or
A< 19 whichever was greater.

Bv Amendment Act of 1966, the Maternity Benefit is now also
pavable for a period of 6 weeks in the event of miscarriage, and
for an additional neriod upto one month for sickness arising out of
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pregnancy, confinement, premature birth of child or mis-carriage.
The benefit also continues to be payable to the nominee in the
-even of death of the insured woman occurring during her confine-
ment or during the period of 6 weeks immediately following her
confinement, leaving behind the child, for whole of the period
and if the child also dies during that period, until death of the
child. Contributory conditions for eligibility to maternity benefit
has been equated with those for sickness benefit viz. payment of a
minimum of 13 weeks contributions during the corresponding con-
tribution period. The rate of benefit has been fixed at twice the
“Standard Sickness Benefit Rate” as specified in Schedule I of the
Amendment Act, 1966 i.e. about full daily wage.

(3) Disablement Benefit—comprises periodical payments to an
insured person suffering from disablement as a result of an employ-
ment injury sustained as an “employee”. The only condition for
admissibility of benefit is that the disable person should have been
in insurable employment on the date of accident resulting in em-
ployment injury. Disablement Benefit may be either temporary or
permanent.

Temporary disablement benefit is paid as long as the temporary
disability lasts: The temporary disablement is admissible if the
incapacity extends beyond 3 days, to be paid from the very first
day of incapacity. The rate of temporary disablement benefit
which was originally about 7|12th of the average daily wage of the
insured person, has been raised by 25 per cent by 1966 Amendment
Act.

Permanent disablement benefit which is payable for life is paid
at such percentage of the temporary disablement benefit rate
{(called the “full rate”) as is proportionate to the assessed loss of
earning capacity permanently caused.

(4) Dependents’ Benefit—is a periodical payment to dependants
(specified in the Act) of an insured person who dies as a result of
an employment injury. The provisions of the original Act rela-
ting to employment injury and the disablement and dependants’
benefits have been considerably modified and the rate of benefit has
been enhanced with effect from 28th January, 1968 by the Amendment
Act 1966. The Dependants’ benefit is payable to widow for life or
until remarriage at 3!5th of ‘full rate’; to each legitimate or adopted
son until age 18 and in case of legitimate infirm son till infirmity

114 LS—2
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lasts at 2/6th of ‘full rate’; to each legitimate or adopted daughter'
until age 18 or until marriage if earlier, and if infirm, till infirmity
lasts at 2[5th of ‘full rate’.

(5) Funeral Benefit—is a lump sum payment of an amount not
exceeding Rs. 100 towards the expenditure on the funeral of the de-
ceased insured person. The benefit is payable to the eldest sur-
viving member of the family of the deceased insured person or
where the insured person did not have a family or was not living
with his family at the time of his death, to the person who actually
incurs the expenditure on his funeral.

(6) Medical Benefit—Medical Benefit consists of medical treat-
ment for and attendance on an insured person or to his family
where it has been so extended. Title to medical benefit exists so
long as a person is in insurable employment or is qualified to claim
sickness, maternity or temporary disablement benefit. There is a
free insurance period for treatment after a person has been in em-
ployment for 13 weeks or more which ranges from 6 months to 9
months, depending upon his contribution record. In the case of an
insured person suffering from specified long-term disease like T.B.
etc. the title to medical benefit is extended if he satisfies the pres-
cribed qualifying conditions, for another 12 months from the date
on which he would otherwise cease to be entitled to such benefit.
The responsibility for the provision of medical care has been en-
trusted under the Statute to the State Governments. The Act
however, also provides that the Corporation may, in consultation
with the State Government, undertake the responsibility of directly
administering the medical benefit in that State.

The Medical benefit under the Scheme originally consisted of
out-patient and domiciliary treatment only. Now it also includes
pathological and radiological investigations, specialists’ care and
hospitalisation. Medical care of restricted type or expanded medi-
cal care of out-door variety, short of hospitalisation, is now being
provided to families of insured persons. Full medical care inclu-
ding hospitalisation has also been extended to families at three
centres i.e. Hyderabad and Sirpur-Kagaznagar in Andhra Pradesh
and at Indore in Madhya Pradesh. Out-door medical care is pro-
vided either through the services system or the panel system.

(iii) Financing

1.21. The Scheme is financed mainly by contributions from the
employers and employees at the rates specified in the First Schedu-
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le to the Act. Under the Schedule the employees were originally
divide into 8 wage groups with rates of contribution ranging
from zero paise to a maximum of Rs. 1|4|- per week, the average in-
cidence being about 2.3 per cent of the wages. By the Amendment
Act of 1966, which came into effect from 28th January, 1968, the
rates of contribution specified in the First Schedule, have been re-
vised. The number of wage-groups of employees has now been in-
creased to 9 and the rates of contribution from zero paise to
Rs. 1.75 p. per week, the average incidence continuing to be the
same. The exemption limit for payment of employees’ contribu-
tion has also been raised from Re. 1 to Rs., 1.50 p. per day.

1.22. The rates of employers’ contribution under the said Sche-
dule, which originally ranged from as. 7 to Rs. 2|8|- per week (i.e.,
about double the employees’ ccntribution), have now been revised
to range from 45 p. to Rs. 3.50 per week. These rates will, how-
ever, become operative only when the Transitory Provisions of
Chapter V-A of the Act are withdrawn. As also mentioned earlier,
under the Transitory Provisions of Chapter V-A which were inser-
ted by the Amendment Act of 1951, the rates of employers’ contri-
bution as specified in the First Schedule, were replaced by Em-
ployers’ Special Contribution leviable from employers, in both the
areas, whether the benefit provisions under the Scheme had been
enforced or not, the rate of special conribution being higher in the
former case. In pursuance of these transitory provisions, the rates
of employers’ special contribution were originally fixed at 1} per
cent of the wage bill for implemented areas and at § per cent for
non-implemented areas. The rate for implemented areas was re-
vised to 2% per cent from 1st April, 1952, to 3 per cent from 1st
April, 1968 and to 3% per cent from 1st January, 1970. It has also
been decided to raise it further to 4 per cent from 1st April, 1970.
The rate for non-implemented areas continues to be unchanged.

1.23. As required under the Act, during the initial five years,
the Central Government met two-thirds of the administrative ex-
penses of the enforcement of the Scheme.

1.24. The State Governments are required to contribute towards
the cost of medical care in a ratio agreed to between them and the
Corporation. Initially the ratio was fixed as 1:2; in 1954 it was re-
vised to 1:3. Subsequently in 1958 when the medical care was
allowed to families of insured persons in certain areas, the ratio
was further revised to 1:7 for these areas. For areas where medi-
cal care to families has not been extended, the ratio of 1:3 conti-
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nues. Besides, the State Governments are also required under

section 58 of the Act to share in an agreed ratio the expenditure on
sickness benefit if it is found in excess of all India average.

1.25. All the contributions under the Act as also any other money
received by the Corporation are paid into a fund known as the Em-

ployees’ State Insurance Fund which is expended only for the
purposes of the Act.

(iv) Administration

1.26. The administration of the scheme is vested in a corporate
body, viz., the Employees’ State Insurance Corporation. Under the
general superintendence and control of the Corporation, a repre-
sentative Standing Committee acts as an executive body. A Medi-
cal Benefit Council advises the Corporation on the administration
of medical benefit. All these three bodies are constituted by the
Central Government as provided under various provisions of the

Act. Their composition, functions etc. are given in detail in the
next Chapter of the Report.

1.27. Under the Act, five Principal Officers, viz., the Director
General, the Insurance Commissioner, the Medical Commissioner,
the Financial Adviser and the Chief Accounts Officer & Actuary are
appointed by the Central Government in consultation with the

Corporation. The Director General is the Chief Executive Officer
of the Corporation.

1.28. The Committee are glad to observe that the enactment of the
Employees’ State Insurance Act conferring social security benefits on
the industrial workers in the ountry has been a landmark in the his-
tory of labour welfare programme undertaken by the popular Gov-
ernment during the post-independence period. While it is true
that in a developing country like India, social security problems
cannot be accorded the same priority as the fundamental problems
of economic development, the Committee would like to emphasize
that their priority should be fairly high in economic planning, for it
is widely recognised all the world over that development of social
security does make a major contribution to increasing productivity.
They have no doubt that the scheme embodied in the said Act can
form a valuable foundation for building on further social security
promotion programme according to national needs and possibilities.



CHAPTER I
ORGANISATIONAL SET UP
A. Employees’ State Insurance Corporation

2.1. The administration of the Employees’ State Insurance Scheme
vests in the Employees’ State Insurance Corporation. The Corpora-

tion is a body corporate having perpetual succession and a common
seal with powers to sue and be sued.

2.2. The Corporation is a tripartite body consisting of Government
nominees as also the representatives of the employers and employees.
Medical care being the king-pin of the insurance scheme, representa-
tion has also been given to the medical profession in the Corporation.
The existing constitution of the Corporation in accordance with the
provisions contained in Section 4 of the Employees’ State Insurance
Act, 1948 (herein-after referred to as Act) is as given below:—

Members To be nominated by the

( 1) to (7) a Chairman, a Vice-Chairman and not more Central Government.
than five other persons (who are always officials).

(8) to (22) one person each representing each of the State Governments concerned.
States in which the Act is in force.

(23) one person to represent the Union Territories. Central Government.

(24) to (28) five parsons representing employers. . Central Government in consul-
tation with such organisations
of employers as may te recog-
nised for the purpose.

(29) to (33) five persons representing employees. . Central Government in con-
.sultation with such organi-
sations of employees as may
be recognised for the pur-
pose.

(34) to (35) two persons representing the medical pro- Central Goverament in consulta-
fession., tion  with snch organisa-
tions of medical practitioners
as may be recognised for the
purpose.
36) to (38) three Members of Parliament (two elected
by members of Lok Sabha and one by members
of Rajya Sabha).

(39) Director General, ex-officio.

17
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& list showing the present composition of the Corporation is at
Appendix I.

2.3. The term of office of members of the Corporation representing
employers, employees and the medical profession and the Members
of Parliament is four years commencing from the date of notification
of their nomination or election as the case may be. The other mem-
bers who are nominated by the Central or State Governments hold
office during the pleasure of the Government nominating them. An

outgoing member is, however, eligible for re-nomination or re-elec-
tion as the case be.

2.4. Till the amendment of the Act in 1966, the Act iself provided
that the Union Ministers of Labour and Health would be respectively
the Chairman and Vice-Chairman of the Corporation. Similarly, at
least three out of five representatives to be nominated by the Central
Government were to be officials, number of M.Ps. on the Corporation
was only 2, the Director General of the Corporation was not a mem-
ber and the number of employers’ and employees’ representatives on
the Standing Committee was only 2 each.

2.5. So far, since establishment of the Corporation, the Central
Government has consistently nominated the Union Labour Minister
as the Chairman and Union Health Minister as the Vice-Chairman of
the Corporation. The other five persons nominated by the Central
Government include Union Minister of State and Deputy Minister
of Labour, Union Labour Secretary and other officials belonging to
Union Ministries of Labour, Finance or Health.

2.6. The LL.O’s. model plan for the administration of social insur-
ance scheme envisages two alternative forms of organisational set up
(1) ‘a Social Insurance Board to be responsible for the general admi-
nistration and control of the scheme’, (2) to have ‘the scheme within
the general organisation of public administration under the control
of the Minister directly responsible for the scheme to Parliament’.
The first ‘method of control is chosen because it gives to the employers
and employees, who have thus to collaborate in the administration,
a certain degree of autonomy through their representatives on the
Board’. In some cases this authority (Social Insurance Board) may
be answerable through a Minister. In the second alternative the
Minister himself being the controlling authority as the plan says,
“there would probably be no need for a Social Insurance Board, al-
though it might be considered necessary that a statutory committee
should be set up to advise the Minister on specific matters relating
to the scheme and its administration’.
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2.7. The State Governments usually nominate the Secretary of the
Department which is incharge of the Employees’ State Insurance
Scheme in the State. At present, all the State nominees are Secre-
taries or Labour Commissioners of the Departments except Maha-
rashtra whose Health Minister is their nominee. It has been stated
by the Ministry that in some States the Scheme is looked after by
‘the Labour Departments while in other by the Health Departments.
It has also been stated that in actual practice the State Governments
manage to coordinate the matter and sometimes do send the other
Secretary also as an observer if the subject matter requires his
presence.

2.8. The ESIS Review Committee in their Report has suggested
that in view of the main functions of State Governments i.e. admi-
nistration of medical care, the Scheme should be handled in the States
by the Health Department and not the Labour Department and accord-
ingly the State Governments should nominate the Secretary of the
Health Department on the Corporation. In the opinion of the Review
Committee, this would make the representation of States more realis-
tic and also eliminate duplication in routing of all correspondence
through the State Labour Department. This suggestion of the Review
Committee would be placed before the Standing Labour Committee
for consideration at its next meeting, the date of which has not yet
‘been fixed.

Standing Committee

2.9. The Standing Committee of the Corporation constituted from
amongst its members under section 8 of the Act acts as its executive
organ. The present constitution of the Standing Committee is indi-
cated as under:—

(1) a Chairman, nominated by the Central Government.

(2) to (4 three members of Corporation nominated by the
Central Government.

(5) to (7) three members of the Corporation representing State
Governments, as specified by the Central Government.

(8) to (15) following eight members elected by the Corporation
from amongst its members—

(a) 3 employers’ representatives;

(b) 3 employees’ representatives; ’
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(c) 1 medical profession representative;
(d) 1 Member of Parilament.

(16) the Director general, ex-officio.

A list showing the present composition of the Committee is given at
Appendix IIL

2.10. At present, the Union Minister of State for Labour is the
Chairman of the Standing Committee. He was nominated as such
with effect from 1st March, 1969. In the past, however, except for
brief periods from 20th November, 1964 to 15th August, 1965, 21st
March, 1966 to 11th September, 1966 and 11th April, 1967 to 16th
November, 1967, when either the Minister of State for Labour or
Deputy Labour Minister held that office, the Central Government

always nominated the Union Labour Secretary as the Chairman of
the Standing Committee.

2.11. It has been suggested to the Committee by the representative
of a Employees’ Organisation that the Chairman of the Standing
Committee should be the representative of the workers as ‘he knows
where the shoe pinches and also how to get it removed’.

2.12. The term of office of an elected member of the Standing
Committee is two years from the date of notification of his election.
Such a member may, however, continue beyond the period of two
years till the election of his successor is notified. The members who
are nominees of Central or State Governments, hold office during
the pleasure of the Central Government. If a member ceases to be

the member of the Corporation, his membership of the Standing Com-
mittee automatically comes to an end.

Powers and Functions

2.13. The Standing Committee has been given powers to adminis-
ter the affairs of the Corporation and exercise any of the powers
and perform any of the functions of the Corporation, subject to the
general superintendence and control of the Corporation. In addition
to the matters which require decision of the Corporation under any
provision of the Act or the Rules framed thereunder or which may
be placed before the Corporation by the Standing Committee in its
discretion, matters like extension of medical benefit to families of
insured workers, proposal to set up hospitals, to grant exemptions to
establishments, to enhance benefits, etc. as specified in the regulations

are to be brought up by the Standing Committee before the Cor-
poration for its decision.



21
Medical Benefit Council

2.14. Section 10 of the Act provides for a Medical Benefit Council
to be constituted by the Central Government. The Council at present
consists of—

(1) the Director General, Health Services ex-officio, as Chair-
man;

(2) a Deputy Director General, Health Services, nominated by
the Central Government,;

(3) the Medical Commissioner of the Corporation, ex-officio;

(4) to (18) one member representing each of the State where
Act is in force, nominated by the State Government;

(19) to (21) three members representing employers nominated
by the Central Government in consultation with such or-
ganisations of employers as may be recognised for the
purpose;

(22) to (24) three members representing employees nominated
by the Central Government in consultation with such orga-
nisations of employees as may be recognised for the purpose.

(25) to (27) three members, including at least a woman, repre-
senting the medical profession, nominated by the Central
Government in consultation with such organisations of
medical profession as may be recognised for the purpose.

A list showing the present constitution of the Council is at Appendix
II1.

2.15. The term of office of members representing employers, em-
ployees and medical profession is four years from the date of notifica-
tion of their nomination or till the nomination of their successor is
notified. Other members, namely, the Deputy Director General,
Health Services and the nominees of State Governments hold office
during the pleasure of Government nominating them.

2.16. Under Section 22 of the Act, the Medical Benrefit Council has
the following duties and powers:—

(a) to advise the Corporation and the Standing Committee on
matters relating to the administration of medical benefit,
the certification for purposes of the grant of benefits and
other connected matters; OABI IAME: © 1 1@Da
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(b) to make investigation as may be prescribed in relation to
complaints against medical practitioners in connection with
medical treatment and attendance; and

(c) to perform such other duties in connection with medical
treatment and attenance as may be specified in the regu-
lations.

2.17. In addition to above, the following powers and duties of the
Council have been laid down in Rule 14 of the Employees’ State
Insurance (Central) Rules, 1950 (herein-after referred to as ‘Rules’)
framed under the Act:—

(1) to advise the Corporation in regard to the constitution,
setting up, duties and powers of the Regional and Local
Medical Benefit Councils;

(2) to make recommendations to the Corporation in regard to—

(i) the scale and nature of medical benefit provided at hos-
pitals, dispensaries, clinics and other institutions &nd the
extent of the medicines, staff and equipment to be main-
tained at such institutions and the extent to which these
fall short of the desired standard; '

(ii) the medical formulary for use in connection with the
medical benefit provided under the Act;

(iii) medical certification, including the procedure and the
forms for such certification, statistical returns, registers
and other medical records;

(iv) measures undertaken for the improvement of the health
and welfare of insured persons and the rehabilitation and
re-employment of insured persons, disabled or injured,

(3) to advise the Corporation on any matter relating to the
professional conduct of any medical practitioner employed
for the purpose of providing medical benefit under the Act.

Tripartite Representation

2.18. It has been represented to the Committee both by the em-
ployees’ as well as employers’ Organisations that the representation
of the workers and employers is not adequate and that a better
balance is required to be observed between the representation of
Central and State Governments and the employers and employees.

£

¢
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2.19. The question of adequate representation of various interests
concerned with the Scheme on the Corporation and the Standing
Committee was also considered by the ESIS Review Committee.
‘The Review Committee had suggested that the employers, employees
and the Government including other interests should be represented
in the ratio of 1: 1: 2 respectively.. It had accordingly desired the
strength of the Corporation should be raised to forty, out of which
the employers and employees should have ten representatives each
and the rest may be distributed between the Central and the State
‘Governments, medical profession and Members of Parliament. Fol-
lowing the same principle, the Review Committee had suggested an
increase in the number of seats for employers and employees from
three to five each and ten members representing the Central and
State Governments and other interests concerned on the Standing

Committee.

2.20. The Committee have been informed that the recommendation
-of the Review Committee for increase in the represntation of the
employers and employees on the Corporation and the Standing Com-
mittee has since been accepted by the Corporation and the Central
‘Government. Draft amendment to the Act has also accordingly
been forwarded by the Corporation to the Central Government on
the 4th August, 1969. However, the basic principle of bringing parity
in the representation of workers and employers vis-a-vis Central and
State Governments and other interests by maintaining the ratio of
1:1: 2 has not been accepted by the Corporation and the Central

‘Government.

2.21. Asked what are the criteria followed by the Central Govern-
ment in nominating the representetives of the Employers’ and Em-
ployees’ Organisations and the medical profession, it has been stated
by the Ministry in a written reply that the employers’ representatives
are nminated in consultation with such organisations of employers
as may be recommended by the Ministry of Industry. The workers’
representatives are nominated in consultation with Central Organisa-
tions of employees on the basis of their verified membership figures
as provided by the Central Labour Commissioner (Central). The
representatives of the medical profession are nominated from the
two organisations of medical practitioners viz. the Indian Medical
Association and the All India Medical Licentiates Association, as

recommended by the Ministry of Health.
2.22. The National Integrated Medical Association and the Insur-

ance Medical Practitioners’ Association have represented to the Com-
mittee that the Integrated Medical Practitioners and Ayurvedic Prac-
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titioners should be given representation on the Corporation, the
Standing Committee and the Medical Benefit Council. Justifying
their demand for representation, the representative of the National
Integrated Medical Association (Maharashtra Branch) informed the
Committee during the course of his evidence that there were about
50,000 qualified integrated medical graduates in the country recognis-
ed by various State Governments and the Employees’ State Insurance:
Scheme in Bombay and Calcutta. He added that Integrated Prac-
titioners on the panel system were very popular among workers as
being able to prescribe Ayurvedic as well as Allopathic medicines.

2.23. Giving their reaction to the said representation from the:
Integrated and Ayurvedic Medical Practitioners, the Ministry have
pointed out that “the Indian Medical Association and the All India
Medical Licentiates’ Association have been given representation on
the Medical Benefit Council on the advice of the Ministry of Health.
A representation was received in 1962 from the Maharashtra State
Integrated Medical Association that another organisation known as
the National Medical Association of India to which Integrated Medical
Associations in certain States are affiliated may also be given repre-
sentation on the Medical Benefit Council. The matter was taken up
with the Ministry of Health who advised that it was not necessary
to give representation to Organisations of Medical Practitioners other
than the two already represented as only a very few Ayurvedic dis-
pensaries had been recognised for the purpose of giving medical relief
to some of the beneficiaries under the Employees’ State Insurance
Scheme. Besides, the Medical Benefit Council is already very widely
represented. The Ministry have also mentioned that no such repre-

sentation has been received from the Insurance Medical Practitioners
Association (Ayurvedic) by them.”

2.24. The Committee consider the association of Ministers as
Chairman, Vice-Chairman or Members of the Corporation and the
Standing Committee, which are composed largely of officials, as un-
usual. An anamoly is created when the same Minister in his capacity
of the head of the Administrative Ministry overrules the decision of
the Corporation which also is presided over by him. Obviously, there-
fore, the practice does not fit in with the general supervisory powers
vested in the Central Government under the Employees’ State Insur-
ance Act. The Committee recommend that Government should adept
practice of appointing a prominent publicman with necessary know-
ledge and experience of promoting labour welfare to fill the office of

Chairman of the Corporation for a fixed term to be specified in th:
Act. R 4
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2.25. The Committee further recommend that the Chairman of the
Standing Committee should be nominated from amongst the workers’
and employers’ representatives to hold office for a period of two
years by rotation.

2.26. The Committee note that except the State of Maharashtra
all other State Government nominees on the Corporation are officials.
They hope that all State Governments will follow the uniform prac-
tice of nominating the head of the Department mainly concerned with
the administration of Employees’ State Insurance Scheme in the State,
as their representative on the Corporation.

2.27. The Committee further note that the State of Nagaland has
not yet been represented on the Corporation. They suggest that
necessary steps may be taken in that regard without further delay.

2.28. The Committee are happy to note that Government propose

to bring forward an amending legislation to enhance the representa-

" tion of employers and workers on the Corporation as well as the

‘Standing Committee. They have no doubt that a corresponding in-

crease will be made in their representation in the event of any in-

crease in the number of official nominees so as to keep a parity bet-
ween officials and non-officials.

2.29. As for the representation of medical profession on the Cor-
poration, Standing Committee and the Medical Benefit Council, the
Committee do not appreciate the reasons for ignoring the claim of
National Integrated Medical Association and Insurance Medical Prac-
titioners (Ayurvedic) Association when a good number of their mem-
bers are serving under the ESIS as panel or service doctors and have
been recognised by the Corporation at par with other practitioners of
modern system of medicine. The mere fact that the Associations
consist of those who practice integrated or indigenous systems of
medicine should not be regarded as a disqualification for their repre-
sentation on the said bodies. The Committee are of the view that
the question of according recognition to these Associations should be
examined de novo on merits in the light of the above observation.

Meetings

2.30. Rule 6 of the Employees’ State Jnsurance (Central) Rules,
1950 provides that the Corporation shall meet at least twice a year
and the Standing Committee and the Medical Beneiit Council shall
meet at least four times each year. In practice however, upto the
year 1957, the Corporation met only once a year except in 1951
and 1955 when it met twice and in 1949 when it did not meet at all.
From 1958 onwards the Corporation has been holding its minimum
number of meetings or sometimes even more. The Standing Com-
mittee held its minimum number of four meetings only in 1960 and
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1968. In other years it held either only one meeting, or two meet-
ings or at the most three meetings. Similarly, the Medical Benefit
Council since inception never met four times a year as prescribed.
In fact, in six out of twenty-two years, the Council did not meet at
all. During the remaining sixteen years, it had three meetings each
during 1963 and 1966, two meetings each in 1949, 1960 to 1962, 1965
and 1968 to 1969 and one meeting each in 1954 to 1956, 1958-59, 1964
and 1967. A consolidated statement showing the number oi meet-
ings held by these bodies is at Appendix IV.

2.31. The meetings of the Corporation, Standing Committee and
the Medical Benefit Council were held during the preceding three
years on the following dates indicated against each:—

1967 1968 1969
Corporation . 12-4-67 17-2-68 22-3-69
18-11-67 9-12-68 17-9-€9
Standing Committee 11-4-67 16-2-68 21-3-69
16/17-11-67 24-5-68 24-6-69
20-9-68 16-9-69

7-12-68

Medical Benefit Council . 12-6-67 4-5-68 21-2-69

25-9-68 24-10-69

2.32. Questioned as to why the required minimum number of
meetings of the Standing Committee and the Medical Benefit Coun-
cil could not be held, it has been stated in a written note that Gov-
ernment of India vide Memo. No. F. 4(6)-E.II (A) |66 dated the 3rd
August, 1966 advised that periodical meetings of the Committees
should be reduced to the minimum and these be held when consi-
dered absolutely necessary. '

2.33. From the figures furnished by the Ministry, it is gathered
that the attendance at the meetings of the three bodies on an ave-
rage taken for the period 1965-69 was 60 per cent. At some of the
meetings the attendance was less than 50 per cent.

2.34. The percentage of members representing State Governments
also was about sixty on average. At two out of ten mestings of the
Corporation, the percentage was 44 and at one 33. Similarly ovt
of 14 meetings held by the Standing Committee, at three meetings
the percentage was 33 and at one meeting the attendance of State
representatives was nil. The average percentage of attendance of
the State representatives at the meetings of the Medical Benefit
Council held during the years 1965 to 1969 was 54. At some meet-
ings, the attendance ranged from 21 to 33 percent.
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2.35. The Committee regret that since the inception of the
scheme, the meetings of the Corporation, the Standing Committee
and the Medical Benefit Council have not been held as required
under the Rules. During the first decade of its life—a formative
period which could indeed be devoted to provide initiative, planning
and direction for the speedy and efficient implementation of the
scheme—the Corporation did not meet at all in 1949 and except in
1955 when it met twice, it held only one meeting during the rest of
the years. From 1958 onwards while the Corporation had had its
scheduled meetings, the Standing Committee has been able to meet
as per schedule only in 1960 and 1968. The record of Medical Bene-
fit Council, which is charged with the important function of advis-
ing the Corporation on matters relating to the administration of
medical benefit, has been no better. The Committee would like to
stress that the minimum number of meetings of these bodies as
prescribed must be held regularly.

2.36. The Committee find that the meetings of the Corporation
and the Medical Benefit Council are held in an erratic manner.
They suggest that the meetings should be spaced with more or less
fixed intervals so as to ensure maximum attendance of members.

B. (1) Regional Boards and Local Committees

2.37. Under section 25 of the Act, the Corporation is empowered
to appoint Regional Boards and Local Committees in such areas and’
in such manner, and delegate to them such powers and functions as
laid down in Regulations. The Regulations provide that a Regional
Board may be set up for such area as may be considered appropriate
by the Chairman up for such area as may be considered appropriate
by the Chairman of the Corporation and that a Local Committee may
be set up for such area as may be considered appropriate by the Re-
gional Board.

2.38. The Regulations also lay down the constitution and func-
tions of the Regional Boards and Local Committees. The Chairman
and Vice-Chairman of the Regional Board are to be nominated by
the Chairman of the Corporation in consultation with the State
Governments or the Administration of the Union Territory who are
usually Ministers of Labour and Health of the State in which the
Regional Headquarters is situated . Its other members include one
representative each of the employers and employees from each of
the States in the area to be nominated bv the Chairman of the Cer-
poration, one representative each of the States covered under the
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jurisdiction of the Regional Board, Chief Administrative Officer of
each State and members of the Corporation and the Medical Benefit
Council residing in the area. The Chairman of the Corporation may,
if he considers it to be expedient, nominate such additional repre-
sentatives of employers and employees, not exceeding three from
each side with a view to providing for adequate representation of
important organisations not included in the nominations of the State
‘Government concerned, and to maintaining the parity between the
number of representatives of such employers and employees. The
Regional Director or the Officer-in-charge of the Regional Office
functions as a member-Secretary of the Board.

2.39. In written reply to a question as to the existing number of
representatives of employers and employees on the Regional Board
the Ministry have stated that in most of the Regional Boards now
reconstituted|constituted, 2 to 3 members from each side have been
nominated. However, the ESIS Review Committee in their Report
has suggested that the Regulations should provide that where the
number of employers and employees representatives on the Region-
al Board is less than three each including the ex-officio members, the
‘Chairman shall nominate additional representatives of employers
and employees to bring their number upto three. It has been stated
that the Regulation 10 is being amended to give effect to the above
recommendation.

2.43. The functions to be performed by a Regional Board in rela-
‘tion to the Region for which it is set up are as given helow:—

(a) Such administrative andjor executive functions as may,
from time to time, be entrusted or delegated to it by a
resolution, by the Corporation or the Standing Commit-
tee.

(b) To make recommendations from time to time in regard to
changes which may in its opinion be advisable in the Act,
Rules and Regulations and forms and procedure to be fol-
lowed in the running of the Scheme.

(c) To refer such complaints as it may consider necessary to
the Director-General with its recommendations.

(d) To advise the Corporation on such matters as may be re-
ferred to it for advice by the Standing Commiitee or the
Director-General. -

2.41. The Chairman of a Local Committee who is to be either an
official of the Corporation or of the State concerned is nominated by
‘the Chairman of the Regional Board. Other members include equal
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representatives of employers' and employees (whose number is to be
not less than two nor more than four) nominated by the Chairman,
Regional Board, the Administrative Medical Officer-in-Charge of
-the Scheme in the area concerned or any other medical officer no-
‘minated by him, an official of the State to be nominated by the State
Government and an official of the Corporation to be nominated by
‘the Director-General. The Chairman, Regional Board, may nominate
additional representatives of employers and employees not exceed-
ing two each with a view to providing for adequate representation
and maintaining parity between them. The functions of a Local

Committee are:

(a) to discuss local problems in regard to the Employees’ State
Insurance Scheme so as to secure its efficient working with
the full co-operation of all parties concerned and toc make
recommendations;

(b) to refer such complaints as it may consider necessary to
the Regional Director concerned or in the case of com-
plaint concerning medical benefit, to the State Govern-
ment or such authority as that Government may nominate
for the purpose; and

(c) to advise the Corporation or the Regional Board concern-
ed on such matters as may be referred to it for advice.

2.42. The Committee have been informed that the Regional
Boards are functioning in all the States except in Bihar, Haryana
and Punjab. For Haryana and Punjab the Regional Boards have not
‘been constituted after re-organisation of the erstwhile State of
Punjab. In Bihar it was not functioning due to President’s Rule.
‘The Regional Board for Delhi is under constitution. Questioned
during evidence as to what were the reasons owing to which the
Regional Boards in Punjab and Haryana could not be constituted so
far, the Director Genera] stated that after the imposition of Presi-
dent’s Rule, there had been a prolonged correspondence and hence
the delay. About Union Territories, he stated that in Delhi there
was an ad hoc body and only recently Regulations were amended to
make provision for the establishment of Regional Boards in Union
Territories also. He added that the Regional Boards in Haryana,
Punjab and Delhi would be set up in the course of next month or
s0.
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2.48. The number of Local Commiftees constituted in various
States is as under:—

Nos. of
Sl. No. Name of the State ﬁgws
con:gdtu-
1 Andhra Pradesh 9
2 Assam 4
3 Bihar 7
4 Gujarat 7 1
§ Kerala . . 8
6 Madhya Pradesh 8
7 Maharashtra 13
8 Mysore . 7
9 Orissa 2
10 Punjab & Haryana 19 (not reconstituted after
1966)
11 Raejasthan 13
12 Tamil Nadu . 29
13 Uttar Pradesh 15
14 West Bengal 5
15 Delhi . . . 1 Adhoc

2.44. The Regional Boards functioning in various States have held
the following number of meetings during the last three years:—

1966 1967 1968

1 2 3 4
Andhra Pradesh 3 2 2
Assam X I
Bihar : X
Gujarat 3 2 1
Haryana .
Kerala




e i

t z 3 4
Madhya Pradesh 2 I 2
Maharashira 2 1 2
Mysore 2 1 2
Orissa b ¢ 2
Pusjab . 1 .. .

(mot yet  veedhddtuted after
State reerghnisstion in 1966)
Rajasthan 2 2 2
Tamil Nadu . . I 2 2

I .. .
(Reconstituted on 8-8-69)

2 1 2

Utter Pradesh .

West Bengal

—_—

2.45. The functioning of the Regional Boards was reviewed at
great length by the ESIS Review Committee. The Review Commit-
tee inter-alia had observed:—

“Views have been expressed that Regional Boards and Local
Committees have not achieved the objectives for which
they were constituted because the functions expected to
be performed by them were never entrusted or delegated
to these bodies nor referred to the mby the Corporation. It
was complained that they were not informed about the
deliberations at the meetings of the Standing Committee
and the Corporation ;they were not consulted with regard
to any amendment to the Act or Regulations and that
there was no proper liaison between the Corporation and
the Regional Boards. It was also stated during oral evi-
dence at some places that the recommendations made by
these bodies were not implemented. Emplovees’ organisa-
tions complained that the beneficiaries did not have suffi-
cient representation on the Regional Boards. It was sug-
gested that there should be decentralisation of the admi-
nistration of the Corporation and more functional powers
should be delegated to the Regional Boards. Government
of India, Ministry of Labour and Employment. had also
received suggestions in this regard which were referred
to us for examination.
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The question of decentralisation of the administration of the
Scheme and the delegation of executive powers to the
Regional Boards was first considered by the Corporation
in the year 1952-53. At its meeting held on 11th Decem-
ber, 1952 the Corporation set up a sub-Committee to exa-
mine, inter-alia, the extent to which, within the frame-
work of the Act, economy and efficiency could be increased
by decentralisation of administrative functions to the
regional levels. The Committee recommended that the
Regional Boards should be vested with certain executive
powers (financial and administrative powers under the
Fundamental Rules, Supplementary Rules and General
Financial Rules etc.) apart from playing an effective ad-
visory role on major issues such as settlement of fees for
panel doctors, utilisation of medical facilities provided by
certain employers, nature and extent of hospitalisation for
insured persons and medical care for families of the insur-
ed persons.

In accordance with the recommendations of the sub-Commit-
tee, the Corporation at its meeting held on 27th November,
1953, adopted a resolution delegating certain administra-
tive and financial powers and certain advisory functions
to the Regional Boards. The Corporation also resolved
that “a Regional Board may delegate, for any specific
period such of its powers as it deems fit to the Chairman
or Vice-Chairman of the Regional Board under intimation
to the Director General or with the consent of the Director
General to the Regional Director.”

In pursuance to this decision of the Corporation, the Regional
Boards assumed powers as delegated to them and redele-
gated certain powers and functions to their respective
Chairman or Vice-Chairman and to the Regional Directors
with a view to facilitate day-to-day administration. While
this process was going on, doubt was raised as to the lega-
lity of redelegation of certain powers by the Regional
Board to its Chairman, Vice-Chairman or the Regional
Director. Section 99-A of the Employees’ State Insurance
Act empowered the Corporation and the Standing Com-
mittee to delegate any of their powers and functions to
any officer or authority subordinate to the Corporation but
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did not, it was realised, ipso facto give to such authority
power of redelegation. The matter was once aga:n exa-
mined by the Standing Committee and the Corporation at
their meetings held in July, 1956, when it was decided that
for carrying on day to day work, essential powers be dele-
gated directly by the Standing Committee to the Regional
Directors or to the Regional Directors in consultation with
their Regional Assistant Accounts Officers.

The provisions regarding the exercise of executive and admi-
nistrative functions by the Regional Boards, have, there-
fore, remained inoperative. We have given the matter
careful thought and we feel that it is not necessary to de-
legate to the Regional Boards, powers relating to routine
day to day administrative matters e.g. the appointment of
clerical staff; grant of leave; approval of tour programmes;
sanction of T.A.; purchase of smalil items of stationery;
equipments and stores; payment of rents and taxes ete.
which can safely be entrusted to the local executives. In
a national scheme, uniformity is of great importance. So
long as the funds are centralised, a certain amount of
financial control from the Centre is clearly desirable. This
is possible only if there is one final control authority for
all the regions. Exercise of administrative powers by a
Chairman of the Regional Board may lead to embarassing
situations in cases where the Director General holds a dif-
ferent view or issues directives to the Regional Directors
which are not in conformity with the decision of the Re-
gional Board Chairman. We think that the Regional Boards
should not be encumbered with the day to day adminis-
tration. There is no doubt, however, that in the working
of a Scheme as vast and far-flung as this, the Regional
Boards and the Local Committees can make a very posi-
tive contribution. They are much closer to the field than
the Corporation itself or its Standing Committee. They
can, therefore, have a better feel of the actuil operation
of the various aspects of the Scheme, the difficulties ex-
perienced by the insured persons, employers, doctors and
other connected with the operation of the Scheme, the
requirements of the region or centre as regards extension
of the Scheme, the availability of various facilities that
are needed for extension, and so on. Further, since all
the interests connected with the Scheme are representes
in these bodies, they are eminently capable of taking
prompt decisions regarding most questions relating to the
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operation of the Scheme in their respective areas ard
thereby te promote the proeess of genuine deeentralisa-
tion.

2 feel that so far the potentialities of the Regiemal Boards

and the Local Committees have not been properly utilis-
ed by the Corporation. Even under the presemt Regula-
tions, they are supposed to advise the Corporation on such
matters as may be referred to them by it. It is surpris-
ing, however, that the Carporation has at no time referr-
ed any matter to any Regional Board for advice. It is
difficult to beljeve that during more than twelve years, no
acgasion or question argse on which the advice of a Re-
gional Board might have been usefully sought.”

The Review Cemmitige had recommended that the Regional Boards
should be entrugted with the following specific functions:—

(i) Deeiding, within the broad framework of the general de-

(i)

(iif)

cisions of the Corporation, questions like geographical
extension of the Scheme; any special measires to meet
peculiar conditions in the area or Region; improvement
in benefits; extension of medical care to femilies; provision
of indoor medical treatment; rehabilitation arrangements
for partially disabled insured persons, ensuring compli-
anee by employers and so on.

Exercise general sypervisiqn, without interfering with
day-to-day administration over the operation of the
Scheme including work of local offices, processing of per-
manent disablement benefit cases etc.

Look into general grievances and difficulties of insured
pessons, employers, medical persqnnel, Corporation staft
etc., and pramote healthy relations among them,

2.468. These functions would be in addition to those alxready men-
tioned in the Regulations at present. The Ragional Baards may set
up suitable sub-€ommittees for carrying out the different functions
and they may also take assistance of Loeal Committeas. Taking note
of certain measures imitiated recemtly by the Cerperation such as
apprising the Regional Boards ahout the important decigions of the
Corporation and the Standing Committee amd adso eireulating the
recommcndatiens of ‘the Regional Boards te the S#snding: Committee
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for information, the Review Committee felt that those measures were
not sufficient. It further observed:—

“This does not appear to be sufficient. There should be a sys-
tematic comsideration of the recommendations of the Re-
gional Boards in the Corporation. The suggestions receiv-
ed from the Regional Boards should be placed before the
Standing Committee for consideration and decisions there-
on should be communicated to them without delay. De-
pending on the frequency and volume of such recommend-
ations, the Standing Committee may have a screening Con:-
mittee which could meet more frequently to consider sug-
gestions from the Regional Boards and Loeal Committees
before they are referred to the Standing Committee. Sug-
gestions which are clearly unacceptahble should be referred
back to the Regional Boards explaining why they are not
being placed before the Standing Committee.”

2.47. In a written note submitted to the Committee, the Ministry
have stated that so far as the specific funciions which have been
suggested by the Review Committee for being entrusted to the Re.
gional Boards, the Regulations are being amended accordingly. As
regards the recommendation for setting up of a screehing committee .
of the Standing Committee to consider sugegstinm. from Regional
Boards and Local Committees, it is proposéd to place it before the
next meeting of the Standing Labour Committee.

2.48. Asked whether any other steps have been takep to witahse
the Regional Boards and Loeal Commitiees, the Ministry have des-
cribed the following steps taken .in: that direction:—

(i) The minutes of the Regianal Board mestings are now .being
circulated to all members of the Standing Committee so
as to focus attention of the Standing Cammittee iself an
the points that may be of inferest in these proceedings.

(ii) The Regional Directors have been directed to ensure that
Local Committees meet more frequent:y so that all im-
portant local problems are brought io notice.

(iii) The State Governments have been requested to associate
the Regional Boards and Local Committees and their mem-
bers in keeping a check at certification and incidence of
cash benefits,

249. The Ministry were also asked to comment on a suggestion
made to the Committee that with a view to achieve effictency the
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Regiona] Boards should be vested with admini.tration as well as.
financial powers to operate an earmarked budget by the Corpora-
tion for each State for the administration of mei ! benefit etc In:
reply it has been stated that “in the interest of uniformity of stand-
ards it seems desirable that the functioning of the Scheme should.
continue to be directed centrally as hitherto. Even otherwise it
seems doubtful whether a large body like a Regional Board would
be able to exercise administrative and|or financia! powers as effici-
ently as is necessary. Such a Body is necessarily of a deliberative
nature and can certainly help the Corporation in formulating poli-
cies and taking decision on broad issues relating to the working of
the Scheme in the State. It seems, however. that it is not suited
to taking specific decisions on individual cases which have to be con-
sidered according to the same yardstick and criteria. The size of the-
body would, moreover, make it difficult for it to meet more tham
few times in the course of an year while administrative and finar-
cial matters arise in the course of the day to d:yv work need to he
disposed of expeditiously. This can best he dcre by officers who
have the necessary training and experience. Moreover, the int=r
position of another authority between the headgnarters of the Cor-
poration and the Regional and Local Offices may add to the delay
and administrative expenditure.”

2.50. The aim of setting up Regional Boards and Local Commit--
tees, as contemplated in the Act, was clearly to keep a constant liai-
son between the field and the Central authority i.e. the Corporation.
The Committee are constrained to observe that it is evident that the
potentialities of the institution of Regional Boards and of Local Com.
mittees have not been exploited. They find that even 2t places where
these bodies have been set up, they do not app=ar te be functioning
effectively. The Committee recommend that their meetings should be
held regularly and their suggestions communicated for the considera-
tion of the Standing Committee, Whatever decisions are taken by thc
Standing Committee should invariably be transmitted to the Region-
al Boards for information. As also suggested by the ESIS Review
Committee, a small sub-Committee may be sct up to conduct a pre-
liminary examination of the suggestions made by the Regional Boards
before these are placed before the Standing Cominittee.

B. (2) Regional and Local Medical Benefit Councils

2.51. The Act also empowers the Corporation to apnoint Regional
and Local Medical Benefit Councils in such areas and in such man-
ner, and delegate to them such powers and functions as specified in
Regulations. No such Regional or Local Council: n.ve been set up
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so far by the Corporation. Provision has 3lso not Lbecn made in the
Regulations with regard to their powers and funciicns as will be de-
legated to them.

2.52. ,'fhe ESIS Review Committee hai reccmmended that tnese
expert bodies should be set up at least at regional level and suitable
regulations be framed in respect of their powers and functions.

The Committee have been informed that the said recommenda-
tion is to be placed before th Standing Lakour Committee.

2.53. In the view of the Committee, the Regional and Local Me-
dical Benefit Councils have an important role to play so as to ensurc
provision of efficient medical service to the bencficiaries of the
Scheme. They are surprised that no attenticn has heen paid all these
years to set up these bodies even though therce existed a statutory
provision in that regard. The Committee recommend that these
bodies may be set up and necessary regulations specifying their func-
tions etc. be framed without further delay.

C. Government Control

2.54. Both the Employers’ as well as Workers’ Organisations
have, in their memoranda submitted to the Committee, represented
that there is excessive control and interference of the Central Gov-
ernment in the working of the Corporation. It has been suggested
that with a view to achieve efficiency, the interference of the Central
Government in the day to day working of the Scheme should be
eliminated and the Corporation should function as an autonomous
body responsible to Parliament. The point was also stressed by the
representatives of a workers’ organisation when he appeared for
oral evidence beforée the Committee.

2.55. The powers of the Central Government under the Act with
regard to affairs of the Corporation include extension of the Act,
nomination of Chairman, Vice-Chairman and other members of the
Corporation, constitution of the Standing Committee and the Medi-
cal Benefit Council, appointment of the Principal Officers, sanction
for creation of posts carrying a monthly salary of Rs. 500 or above
and approval regarding methods of staff recruitment, pay and allow-
ances and other matters, prescribing limits on incurring of expendi-
ture on measures for health, welfare, rehabilitation and re-employ-
ment of insured persons, approval of budget estimates, investment
of moneys, fixing the employers’ special contribution, supersession
of Corporation and Standing Committee, framing of rules, etc. A
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statement showing these and various other matters in respect of
which power has been vested in the Central Government together
with relevant provisions in the Act is at Appendix V.

2.56. In a written note furnished to the Committee it has been
stated that the nature of cases as are normally referred by the
Corporation to the Ministry is as given below:—

1.

10.

11

12.

Creation and continuance of pests carrying & maximum
monthly salary of Rs. 500|- and abaove.

. Conversion of temporary Class I and II posts into perma-

‘nent ones.

Revision of scales of pay attached to various posts.

. Creation of new category of post and a new scale of pay.

. Constitution of E.S.[. Corporation, Standing Committee,

Medical Benefit Council and Regional Beards.

. Clarification regearding House Building Advance Rules,

Pension Rules, etc.

. Amendment of ESIC (Staff and conditions of Service)

Regulations, Recruitment Regulations, Conduct Rules,
Central Rules, Provident Fund Regulations.

. Grant of loans to the State Government for Capital cons-

truetion programme.

. Propesals relating to Capital constructions and Offiee build-

ings, staff quarters and other expenditure not covered
under Section 28 (i) to (xi) of the ESI Act.

Measures relating to improvement of health, welfare and
rehabilitation and re-employment of insured persons who
have been disabled or injured as required under -Section
19 of the ESI Act.

Audited Statement of Accounts together with Audit Report
on the accounts of the E.S.I. Corporation, Budget of the
Corporation, Banking Arrangements with Scheduled
Banks other than State Bank of India.

Payment of House Rent Allowance, City Compensatory
AKllowanee which are not covered under normal Rula of
the Central Government.
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13. Payment of leave travel concession, reimbursement of tui-
tion fee, merger of dearness allowance as dearness pay,
advance of pay to Corporation employees on account of
natural calamitjes.

14. Implementation of E.S.I. Sckeme in the new areas, sanetion
of staff and payment of advance allowance to the Presid-
ing Officers and staff of E.I. Courts.

15. Grant of exemption under Seetion 73F, 90, 87 and 88 of the
ESI Act.

16, Joint Consultative Machinery.
17. Payment of Gratuity along with Provident Fund.

18. Protection of special pay to Cashiers, U.D.C, In-charge,
Record Sorters, etc.

19. Facilities to the Co-operative Societies, Canteens formed
by the employees.

20. Verification of membership of Unions.

2.57. The average mumber of cases referred to the Ministry per
month is appraximately 50. This excludes the references received
from the Ministry and the replies to them.

In addition to above, the Corporation is required to submit to
the Central Government 18 periodical returns and reports (Appen-
dix VI) pertaining to activities of the Corporation.

288. During evidence, the Director General conceded that the
Corporation did net possess sufficient power to act as a statutory
body should have. While descrihing the various powers enjoyed by
the Central (overnment in relation to the Corporation, he stated as
under: —

“. ...Section 17—this is a very important section, because
without the sanction of the Central Government, we can-
not create posts and cannot fix the pay and allowances of
the Staff....Section 29—investment of moneys, raising of
loans, acquisition of properties, etc. This is also a serious
impediment. We have got to invest whatever surplus we
do have according to the direetion of the Central Govern-
ment, even though by investing elsewhere we could get

higher returns....”
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2.59. in reply to a written question as to the existing pattern of
investment, it has been stated that under Rule 27(1) of the E.S.I
(Central) Rules, 1950, the Director General, subject to the approval
of the Standing Committee, can invest the surplus funds (i) in
Government securities including Treasury Deposit Receipts, or (ii)
in securities mentioned or referred to in clause (a) to (d) of section
20 of the Indian Trusts Act, 1882, or (iii) as fixed deposit in the
Reserve or the State Bank of India. In reply to a further question
as to what are the alternative avenues which the Director General
had in mind while giving evidence before the Committee and whe-
ther those suggestions were ever considered by the Corporation and
taken up with the Central Government, it has been stated that ‘in
order to evolve a broad-based investment policy which may give
freedom for investing a specific proportion of available funds in
other channels so as to earn a maximum rate of interest compatible
with security of funds, the ESIC Review Committee recommended
to have a small Investment Committee of the Corporation to advise
the Director General in this regard. This recommendation was
examined but not accepted by the Corporation’. It has been further
mentioned that ‘the investment policy of the Corporation was also
reviewed by the Central Government with a view to modify the
existing pattern of investment of surplus funds of the Corporation
as laid down in Rule 27 of the Employees’ State Insurance (Central)
Rules, 1950, so as to restrict the investment in the Central|State
Governments securities only irrespective of the yield. But since the
Corporation has no surplus funds for investment at present, deci-
sion in the matter has been deferred for the present’

2.60. The Director General was questioned during evidence whe-
ther the Corporation ever felt any need for greater freedom of action
on his part, untrammeled without too much control from the Min-
istry. The Director General in his answer pointed out that some
suggestions were made to the Central Government in 1962 when the
question of making amendment in the Act was taken up but the
Central Government did not agree to these suggestions. The .said
suggestions sought amendment in Sections 17(2), 19, 97, T9, 89, and
90 of the Act so as to eliminate the prior approval of Central Gov-
ernment in matters of making regulations regarding method of
recruitment etc. of the employees of the Corporation, provision of
additional benefits for the improvement of health etc of insured
persons and grant-of exemptions from the scheme in certain cases.
Broadly, the Government while rejecting the said suggestions are
understood to have maintained that the provisions as they stood.
provided useful safeguards and any change such as suggested in
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regard to exemptions might lead to complications. A statement
indicating the suggestions made by the Corporation and the reasons
given by the Government for their non-acceptance is at Appendix
VIL

2.61. The Ministry were also asked to indicate on how many
occasions since inception of the Scheme, the Central Government
did not agree to the decisions of the Corporation. The instances
furnished include the suggestions for modifications in the Act as
mentioned above and other establishment matters like recommend-
tions of the Pay Fixation Sub-Committee, payment of gratuity,
allowances, etc. ' f

2.62. The question of autonomy of the Corporation vis-a-vis
Control of the Government was also discussed during evidence with
the representative of the Ministry. He stated as follows:—

“I do not concede that autonomy of the Corporation is in any
way restricted, by the powers which are vested in the
Government. I will enumerate the subjects on which
powers are vested in the Government. One is, extension
of the scheme, that is, coverage of the scheme. That is
done by the Government by a notification. Secondly, all
exemptions are given by the appropriate Government.
These are functions which should be exercised by the
Government, not by the Corporation. Regarding staff
matters Government has got a say. There is the question
of pay and allowances. The Corporation has agreed th=*
the terms and conditions of its employees should be
largely modelled on that of the Government.

Barring these things—the Corporation, I would say, enjoys
full autonomy and Government cannot issue direction to
the Corporation. In so many other organisations Govern-
ment can issue directive to the Corporations but not so
here. Only in these limited fields, the powers are there
for the Government.”

2.63. The ESIS Review Committee had also examined this aspect.
After analysing the statutory provisions, it came to the conclusion
that the Central Governpment should concern itself only with the
following matters: —

(i) Constitution of the Corporation, the Standing Committee
and the Medical Benefit Council, their functions and con-
duct of their business;
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(if) Appointtrent of the Direetor-Genveral.

(iii) Prescribing the form for maintenance of accounts and.
appointment of auditors;

(iv) Publication of accounts and audit reports;
(v) Approval of budget estimates.

2.64. While conceding the need of gemeral supervision and eon-
trel of the Central Government over the werking of the ESIC, the
Committee feel that after setting wp a tripartite body to administer
the scheme certain degree of autonomy is essentially required for
its effective functioning. It is quite understandable that in the
initial stages of the scheme, the Central Governmient thewght it fit
te exercise a greater caution and hence to retain both the finameial
and administrative contrcl im various ways in regard te the fune-
tioning of the Corporation. Now that the Corporation has come
of age the two main parties—workers and employers—sheuld have
sufficiently grown in consciousmess and maturity to mamage the
scheme to their best interests without the Central Government
having te play the same predominant role in the affairs of the Cor-
peration. It is alse to be remembered that unlike other = Statutory
Bodies and Pablic Undertakings where the Goevernment may justifi-
ably seek to have a greater finaneial as well as administrative con-
trol, the ESIC is a nmon-commercial organisation meant t6o administer
a sckeme of social security financed mainly out of the funds contri-
buted by workers and employers themselves. The Committee urge
that the pewer exercisable by the Central Govermment should be
scrutimised thoreughly te confine them only to matters of broad
policy requiring specifically their guidance, direction and control,
leaving the rest to the decisions of the Corporation. The ESI Act may
also be amended suitably, if considered necessary, in course of time.



CHAPTER 1II
ADMINISTRATION
A. Administrative Structure

3.1. The administrative structure of the Employees’ State Insu-
rance Corporation has a three-tier set up viz., the Headquarters
Office, the Regional Offices and primary units i.e,, Local Officers,
Inspection Offices and State Insurance Dispensaries/Panel Doctors.
The administration of medical benefit being carried on by respec-
_tive State Governments, except in Delhi where it has been taken
over by the Corporation, the State Insurance Hospitals|Dispensaries’
and Panel Doctors are under the centrol of respective State Gov-
ernments. In Delhi, Director (Medical) looks after the provision
of medical benefit. An illustrative chart is enclosed at Appendix
VIII.

3.2. In the Headquarters Office, the Director General is assisted
by four other Principal Officers, viz., the Insurance Commissioner,
the Medical Commissioner, the Financial Adviser and Chief Accounts
Officer, and the Actuary. The work regarding the administration
and O&M and Training are looked after by two Directors who func-
tion directly under the Director General. The Principal Officers
head their own divisions and are assisted by their Deputies and
other Officers and ministerial staff. The main function of the Head-
quarters Office is to lay down policies, issue instructions on policy
matters and exercise supervision and control over the Regional
Offices and Local Offices.

3.3. For administrative convenience, the Corporation has estab-:
lished 15 Regional Offices—one in each State where the Em-
ployees’ State Insurance Scheme is in force and Director (Medical)
in the Union Territory of Delhi where the administration of medi-
cal care has been taken over by the Corporation. The Regional
Offices are heeded by Regional Directors and the Directorate
(Medical) by the Direetor (Medical) to whom appropriate powers
have been delegated for the day-to-day administration of the
Scheme. Regional Directors function also as Secretaries of the
Regional Boards. By the very nature of the scheme, the Regional

42
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‘Officers are of different sizes—the size depending upon the num-
ber of Insured Persons and centres covered by the Employees’
State Insurance Scheme in the State concerned. The following
are the sizes of the Regional Offices:—

{a) Gradz1R:gions haviag acovasaze of more than four Maharashra and West

Bengal
lakh Insured persons. - Regions. cnea

(b)) Grade 1I Regions having a coverags bztween two Gijhrta, Madr: Ut
lakh and four lakh Insured Persons. P]rades:h. 2 and e

(¢) Grade III Regions having a coverage between one Kerala, Madhya Pradesh, Mysore
lakh and two lakh Insured Persons. Puni,ab, D}::lhi and ’ Aﬁhra

Pradesh.

(d) Grade IV Regions haing acoverage of less than one Bihar, Orissa,

A Ra-
lakh Insured Persons. jasthan. sem and Ra

(2) Sab-Rez3onal Office having a coverage of less than Nagour (Maharashtra).
one lakh Insured Persons.

The Regional Director is the Chief Executive Officer of the Cor-
poration in his region and deals with all problems relating to the
scheme there. The Regional Director is assisted by other Officers
in the insurance, administration and inspection side. The Accounts
in the Regional Office are looked after by the Accounts Officer|De-
puty Accounts Officer who is under the direct control of the Finan-
cial Adviser and Chief Accounts Officer of the Corporation. On the
medical side, Medical Referees exercise check on the administration
of medical care and are directly under the supervision and control of
‘the Medical Commissioner.

3.4. The Corporation has also established a net-work of Local
Offices, each under the charge of a Local Office Manager, for payment
.of claims and other allied work. It has also set up Sub-Local Offices
with smaller staff (supervised by the Manager of the parent Local
Ofhev to which the Sub-Local Office is attached) in areas with a rela-
tively smaller number of Insured Persons. In addition, there are Pay
Offices set up in areas where the number of Insured Persons is very
small. Payment to Insured Persons, attached to a Pay Office is made
by a Cashier from the parent Local Office who visits the Pay Office
once or twice a week. Recently an experiment has been started by
setting up Mini-Local Office in places where there is enough work for
a Head Clerk designated as Local Office Manager Grade III and a
Class IV employee. The total number of Local Offices, Sub-Local
Offices, Mini-Local Offices and Pay Offices is 5)2.

Principal Officers

3.5. Section 16 of the Act provides that the Central Government
shall, in consultation with the Corporation, appoint five Principal
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Officers of the Corporation, namely, the Director General, the Insur-
ance Commissioner, the Medical Commissioner, the Chief Accounts
Officer, and the Actuary. It further provides that the Central Gov-
ernment may at any time remove a Principal Officer from office and
that the Government shall do so if such removal is recommended by
a resolution of the Corporation passed at a special meeting in the
manner specified. The various powers and duties of each Principal
Officer have also ben specified in Rules 16 to 20 of the E.S.I. (Central)
Rules, 1950 framed by the Central Government.

~ 3.6. According to the said provision-in the Act, the Director Gene-
ral is to act as the Chief Executive Officer of the Corporation. He
also coordinates, supervises and controls the work of other four
Principal Officers, who have under them their respective diviSions;.‘

3.7. As mentioned earlier, the Directors of Administration and
O&M deal directly with the Director General, there being no Princi-.
pal Officer provided under the Act for Administrative Division. It
is understood that draft amendment to the Act seeking provision of
one more Principal Officer to look after Administrative Division have
Since been forwarded by the Corporation to the Central Government
in pursuance of a recommendation made by the ESIS Review Com-,
mittee to that effect.

3.8. It is understood that the vacancy in the office of Actuary has
not been continuously filled up and the functions assigned to the said
office have been performed by either the Insurance Commissioner cr
the Financial Adviser and Chief Accounts Officer. The period for
which the office of Actuary was held independently or was held by
other Principal Officer and the period for which it remained vacant.
is given below: —

From To
(¢) Period when the office was in independent charge . 1-10-49 4-1-52
7-7-58  29-9-59 and

21-3-60 16-6-68

(i) Period when the office was held by Insurance Co- 5-1-§2 24-2-58 and
mmissioner or Financial Adviser & Chief Accou- 17-6-69 to date
nts Officer.
v ained vacant 25-2-58 6-7-58 and

30-9-59 203-60

3.9. The Committee learn that except four incumbents all the
Principal Officers appointed so far have been drawn from services
outside the Corporation. The Comdmittee feel that the Corporation
in its life of more than 20 years must have by now built up adequate
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cadre of its own trained personnel specialised in the respective divi-
sions. The Committee are, therefore, of the view that Government
while appointing Principal Officers should not normally ignore the
claims of senior officers of the Corporation who have rendered long
and dedicated service in the Organisation, to hold the charge of Prin-
cipal Offices if they are found otherwise equipped with the required
knowledge, abilfty and experience. This would inculcate a sense
of belonging to the Organisation in the minds of those who are down
below in the management hierarchy.

3.10. The Committee find that since the inception of the Corpora-
tion the post of Actuary has been held independently only for a
period of about 10 years. During the other 10 years, the post was
Iying vacant or had been held by the Insurance Commissioner or
Financial Adviser & Chief Accounts Officer in addition to their res-
Rective duties, At.present too the Financial Adviser & Chief Accounts
Officer is performing the duties of Actuary. It is thus evident that
there is mot sufficient justification for having a separate post of
Actuary. The Cammittee recommend that the post of Actuary may
he abolisked henceforth and its functipns and duties merged either
with the Insurance Commissioper or Financial Adviser & Chief
Accounts Officer as may be considered more apprepriate from the
practical point of view. ..

3.11. The Committee do not find any justification either for creet-
ing post of Deputy Dixpctor General ar the Financial Adviser as sug-
psted by the ESIS Review Committee. It need hardly be added
that the Organisation has already come of age and much of the p,;é-
cedure and practices are now well-settled. Besides, it would mean
an additional burden on the already strained finances of the Corpora-
tion which are so badly needed for the extension of the scheme. The
Committee have already recommended the creation of a separate
post of Principal QOfficer to hold charge of administrative Division with
a view to relieve the Director General of his duty of looking after
directly the administration of the Corporation and thereby to enable
him to discharge his main supervisory and coordinating functions.

3.12. The Committee would also like that Government should
examine the desirability of suitably modifying the statutory provision
relating to the Principal Officers so that in future any increase or
decrease in their number which is bound to occur with changed con-
ditions and exigencies, may neot require an amendment in the Aet.

!"bis would ensure flexibility and avoid the lengthy process of amend-
ing the Act for the purpose.
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Osgunisation & Methods

3.13. The O&M djvision at the Headquarters Office was set up in
June, 1968 presumably in pursuance of the recommendation of the
ESIS Review Committee made in February, 1966. It is an integ: ted
division looking after the work of Oragnisation and Methods, tr.in.
ing of ESI Staff, recommendations of ESIS Review Committee and
Research and Investigation undertaken by the International Social
Security Association.

Staffing

3.14. As stated earlier, the Headquarters Offices controls the Re-
gional Offices which are responsible for administration of the scheme
in their respective regions. The payment to benefits claims are
made hy the Lacal Offices.

3.15. The staff in the Headquarters Office is provided on the basis
-of number of rece;gis and issues. The staff in the Regional Offices
is rov1ded on the basis of number of employees attached to the
Tegion ang tg Local Oﬂices on the basis of number of Beneﬁt pay-
ments made.

3.16. The staff position in Headquarters Office and its Regional and
Local Offices during the period from 1956-57 to 1967-68 has been as
:shown below: —

1956-57 1961-62. 1967-68: - 1968-69
1ds. RO/ Hqds. RO/ Hqds RO/ Hqds. RO/
R ] iy e g

“Class I (excluding P.O.S.) 8 36 21 48 31 90 24 98
‘Class_II 3 30 12 57 21 94 19 99
~Class III . 102 1336 150 2623 230 4387 210 4711
Class 1V . . . 42 430 72 885 93 1440 86 1452
ToraL 155 1832 355 3613 375 6OIT 339 6360

GraND ToTAL . 1987 3868 6386 6699

3.17. In reply to a written questlon it has been stated that ‘the
staffing pattern at the Regional Offices and Local Offices was inter-
nally reviewed and yard-stick formulated in 1955-56. No regular
review of the yard-stick was done thereafter except on ad hoc basis
-on the individual merits of a case’.




48

3.18. In reply to another question, it is stated that after the O&M
division came into being in June, 1968, it undertook study of work-
load in Local Offices. The study is stated to have been completed
and the changes suggested have been circulated to the Regional
Directors and the Federation for their comments. The main changes:

suggested
(69

(ii)

(ii)

are:—

separate yardstick has been framed for the Local Offices
having benefit file system and for those having ledger sys-
tem. As against the provision of an LDC for every 25 pay-
ments per day under the current yardstick, the revised
yardstick lays down the provision of one LDC for every
35 payments per day under the benefit file system and for
every 40 payments per day under the ledger system.

Provision of LDCs for miscellaneous items of work, which
is sanctioned at present at the rate of 50 per cent of LDCs
sanctioned for claims payments has been revised to 60 per
cent for Local Offices making upto 100 payments per day
and to 40 per cent for Local Offices making on an average
above 100 payments per day under the benefit file system,
the corresponding provision under ledger system being
75 per cent up to 100 payments per day and 50 per cent
for every 100 payments per day.

UDCs are being sanctioned under the current yardstick on
the basis of 1|3rd of the total strength of LDCs in a Local

" Office, whereas the yardstick formulated on the basis of

@iv)

)

(vi)

the work study suggests a UDC equivalent to 30 per cent
of the total strength of LDCs under the benefit file system.

Whereas under the current yardstick, a UDC i|c is pro-
vided for every local office, which has less than 7 class ITE
staff, the proposed yardstick suggests the provision of
UDC i|c only in Local Offices making an average of at least
50 payments per day.

Whereas under the current yardstick, a record sorter is
provided for every 40 payments per day, the revised yard-
stick suggests the provision of a record sorter for every
75 payments per day and above under the ledger system.

Out of the above work study in respect of the benefit file
and the ledger system, a tentative yardstick has been ex-
tracted for the teller system which has been enforced for
the duration of the experimental stage.
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38.19. The Committee are unhappy to observe that no systematic
attempts were made since the inception of the ESIC in October,
1948 to review the morms and standards for the staffing pattern in
an expanding organisation like E.S.I.C. They are all the more
unhappy that even after the recommendation of the ESIS Review
Committee made to that effect in February, 1966, it took more than
two years to set up an O&M division—a step so essential to keep
a constant watch on efficient administration and personnel manage-
ment. The Committee consider that the increase in staff strength
in Headquarters and other offices of the Corporation since its
inception has been phenomenal and cannot be justified on any score.
They hope that O&M study will help not only in realistic assessment
of manpower required but also in evolving a suitable staffing pattern
on the lines suggested by the ESIS Review Committee. The
Commnittee have no doubt that after completion of the study in
hand, a similar work study will be undertaken and expeditiously
completed in respect of the remaining offices and necessary steps
taken to effect economy consistent with efficiency of service to the
insured workers.

Vigilance and Inspection

LY

3.20. During evidence the Director General was asked if there
was any Intelligence Cell to check corruption in the payment of cash
benefits. In reply, he stated as under:—

“We haven’t got intelligence system as such because in the
normal course, the cash benefits that we give are of very
small nature and do not offer much opportunity for
corruption. Unfortunately, whenever money is dis-
bursed, some ingenious persons can find some way of
harassing a claimant and collect the money. But it is
not a thing where he can get away with it for long,
because the man who is being harassed by a clerk can
always go to the local office Manager and Regional
Director, and the man cannot harass him for long. So
I do not think it is necessary for us to have a regular
system or agency for collecting this. But we have to be
vigilant of course, and odd cases of ingenious methods
adopted by some clerks have come to notice and they
have been circulated to all the Regional Directors for
suggestions as to how best those opportunities could
be reduced.” ,

3.21. Tt is noted that the ESIS Review Committee in their Report
suggested that each Regional Office should have a Survey Branch
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under the control of an officer of the rank of a Deputy or an Assis-
tant Regional Director to arrange a periodical survey of each Local
Office in the region by a team of officers, the Chief of which should
be of a statis equal to or higher than that of Local Office manager
whose work is to be inspected. The recommendation is yet to be
implemented.

3.22. The Commititee are Dot convinced by the statement of .the
Ditector General that there is not much scope for corruption in view
of the small amount of claims and the claimants’ right to approach
Local Office Manager or the Regional Director. In their opinion, for
offices having direct public dealings, particularly cash payments in
pursuance of public claims, there should be some kind of vigilance
to keep a check on corrupt practices which may result in harassment
to the claimants and sometimes in the denial of payments even.
They recommend that a Vigilance and Inspection Cell wunder the
charge of an officer of a rank not less than Local Office Manager
should be created in each Regional Office to investigate into the com-
plaints of corruption and also pay surprise visits to Local Offices for
on the spot enquiries from the claimants if they are éncountering
any difficulty in getting payments. The officer may also discharge the
function of survey of Local Offices as suggested by the Review Com-
mittee.

Simplification of procedure

3.23. In so far as the work procedures are concerned, it is stated
that these have been amended from time to time as the need arose
and were last revised in August, 1959. Consequent upon amend-
ments to the E.SI. Act, the procedures were reviewed in the light
of new requirements and brief manuals on modifications etc. were
circulatéd to the regions in November, 1967. Thereafter claims pay-
ment procedures in the Local 6ﬁce5’wae reviewed in December,
1968 at the time of introduction of the lédger system with a view
to conform them to new pattern. It is further stated that a further
detailed review of the maruals of procetlures is cérfently in pro-
gress.

3.24. At present there are gbout 45 forms for use by insured
persons, 50 forms for employers and 125 other forts. Recently,
O&M has carried ‘out the following stiidies to siftiplify the working
and rationalise $othe of the forms in use :—

{a) Study of the Stock and Issue Registers for duplicate

fdentity cards maintained in Local Oﬁcgs for the purpose-
of combining them into a single register;
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(b) Combination of the existing Identity Card and Family
Identity Card issued to the Insured persons into a single
identity card;

(¢) Combination of the various certificate forms, claims forms
and form of payment docket into certificate-cum-claim-
cum-payment docket and claim-cum-payment docket for
convenience of record keeping in Local Offices;

(d) Simplification of the present system of preparation of
monthly pay bills/supplementary bills of gazetted and
non-gazetted staff of the Corporation;

(e) Formulation of a procedure for payment of employees”
contribution in cash instead of existing contribution stamp
card system;

(f) Utility of forms ESIC-34 and ESIC-55 in use of Local

Offices;
It is stated that a study of other Forms, Registers, Reports etc.
has also been undertaken.

3.25. The Committee note that since August, 1959 the work pro-
cedures were reviewed in November, 1967 and thereafter in Decem-
ber, 1968. They further note that a detailed review of procedures has
also been undertaken. The Committee need hardly emphasize that
the administration of social insurance scheme is a complex process
involving as it does on the one hand the collection of contributions
on which depends the financing of the scheme and on the other hand
the task of providing benefits of different kinds to the millions of
beneficiaries bulk of whom may not even be knowing how to read
or write their own mother tongue. The Committee, therefore,
suggest that the detailed review currently in progress should aim at
evolving such procedures at varieus levels, especially in Local
Offices which deal with payments of claims, as are capable of
resulting in prompt service to the beneficiaries. Such a review
should now onwards be a continueus process so that the system may
be equipped with modern techniques and methods obtaining in other
countries haviag similar insurance schemes.

3.26. The Committee further suggest that variotis forms te be
filled up by beneficiaries should be printed #lso ih offier Indian
languages than English/Hindi so as to make them easily titder-
standable.

Training

327. The training programme has been started by the O&M

Division from December, 1968 and is initially intehded for officers at
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the intermediary level, viz. Inspectors and Local Managers. So far
five training courses have been held for officers of various regions,
each training course comprising about 20 trainees. Thus the total

number of Inspectors|Local Office Managers trained so far is about
100. ,

3.28. It has been mentioned that lecture notes on about 25
different aspects of the scheme, were distributed to the trainees. In
addition, notes for the purpose of an abbreviated training pro-
gramme for these Inspectors explaining the salient features and the
procedural changes consequent upon the enforcement of the Amend-
ment Act were sent out for circulation. As regards the lower staff,
it is expected that the trained Inspectors/Local Office Managers
would in their turn impart on-the-job training after the recruitment
of new staff and in course of day to day work to the existing staff.

3.29. It is stated that fellowships and training facilities in the field
of social security offered by the United Nations and its specialised
Agencies and other foreign Governments have also been availed of
in the past. Certain criteria have been laid down for selection of
candidates for these fellowships and training programmes abroad.
Final selection is made by the Central Government. The Services
of officers on return from training are utlhsed in the administration
of the scheme.

3.30. The Committee regret to note that although the Corporation
came into being more than a couple of decades back, no attention
was paid till December, 1968 to create facilities for imparting formal
training for job knowledge and attitude to the staff, the need and
importance of which cannot be overemphasised particularly in a
social security organisation like ESIC which have to extend a help-
ing hand to the people belonging to poorest section of the society.
Now that a beginning has been made, they hope that the training
programme will be carried on regularly and systematically. The
Committee also recommend that a suitable curricula be formulated
for the different courses of training for different grades of officers.
They further recommend that measures should be devised to make a
periodical appraisal and evaluate the results of the training pro-
gramme,

Service conditions of staff

3.31. Under section 17(2) of the Act, the Corporation is empowered
to make, with the approval of the Central Government, regulations
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.regarding the method of recruitment, pay ana allowances, discipline,
. superannuation benefits and other conditions of service of the mem-

bers of its staff.

3.32. In pursuance of this provision, the Corporation has since
framed the Employees’ State Insurance Corporation (Staff and Con-
- ditions of Service) Regulations, 1959, which are practically identical
to those applicable to the employees of the Central Government.

3.33. The point that the terms and conditions of the Corporation
-employees have been largely modelled on that of the Government
has been stressed both in the written information furnished to the
Committee as well as by the representative of the Ministry in the
-course of his oral evidence.

3.34. The Director General in his evidence particularly raised the
~question of status of the employees of the Corporation. In this con-
mection, he informed the Committee as under:—

O i our employees are considered to be industrial workers
as in any industry. I for one do not know yet what we
are producing. Of course we provide certain services.
But the fact remains that they are being described as
industrial workers and are subjected to the Industrial Dis-
putes Act. They do not want to work; they want to
trouble the officers. In every respect more than half of
my work has been on absolutely useless type of having to
deal with the routine letters and things of that sort.”

3.35. The Committee learn that the Corporation has been declared
-as an industry under the Industrial Disputes Act which entitles the
workers to certain rights in the matters of disputes provided under
‘that Act. These rights of Corporation employees; which are in
‘addition to those available to other Central Government employees,
seem to have created some discipline problems for the administra-
tion. It has been suggested to the Committee that since the terms
-and conditions of srvice of Corporation employees are at par with
other Central Government employees it would be worthwhile to
-exclude the employees of the Corporation from the purview of the
Industrial Disputes Act.

3.36. The Committee are not aware of the circumstances in which
the Corporation is regarded as an ‘industry’ under the Industrial Dis-
putes Act, while its employees are treated as Central Government
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employees for all practical puxposes. They suggest that Gewarn«
ment should examine this guéstion .and take suitable steps :s0 a8 do-

remove the anamoly, if any.

Administrative expenditure

3.37. It has been represented to the Committee that the cost of
administration of the scheme per insured worker is almost constantly
riging since 1960-61 while it could reasonably be expected to go down
with the progressive extension of the scheme.

3.38. The figures relating to administrative cost per insuved
worker and as a percentage of the income from contributions since
1960-61 to 1967-68 are as given below:—

Cost per Cost as

Year Insured percentage to
worker income .from
contributions
(%)
Rs.
1960-61 6°11 II-48
~ ]
1961-62 . . 6-23 12-0I
ow

1962-63 . . 6-83 10-43
196364 7°33 10-23
1964-65 7:07 9:86
1965-66 7-43 10-08
1666-67 829 10-72
1967-68 . . . 8-75 11-01

3.39. The ecomparative rise in administrative expenditure, coverage
of employees, contributions collécted and expenditure on benefits
during the peried 1960-61 to 1967-68 is as under:—

Percentage

196061 1967-63 . of
inoresee
Administrativecost . . Rs. 1:0043 crores  Rs. 2:-87 crores 185-9%.
Coverage . . 16- 77 lakhs 33-91 lakhs 1029,
Contributions oellagted . Rs. 875 crores Rs. 2808 crores OB,

Expenditure on benefits . Rs. §5-97 crores Rs. 23-90crores 300%
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3.40. Explaining the reasons for the abovementioned increase.in
the administrative expenditure, the Ministry have stated that ‘it is
mainty due to rise in the cost of living, rise in the costs of material
and equipment and the age of the Corporation. For example, the
amount of allowances paid per employee in the Corporation which
was about Rs. 500 in the year 1960-61 went upto ever Rs. 1600 in the
year 1967-68. Inspite of these increase, the administrative expendi-
ture has been curbed’ They have also stated that compared to the
percentage increase in contributions collected and the expenditure on
benefits, the corresponding rise in administrative expenditure has
been relatively lower.

3.41. The Ministry were asked to indicate haw the level of adminis-
trative expenditure in India compared with other countries having
similar social security schemes. In reply they have stated that the
figures are not readily available.

3.42. The Committee feel that with the extension of coverage
under the scheme it should have been possible for the Corporation
to effect economy in its overhead expenses. Instead, the Committee
find that the level of administrative expenditure has gone up. three
times in 1967-68 as compared to 1960-61. Even after giving due
allowance to rise in general price level, cost of equipment and pay
and allowances of officers and staff, in their view the steep rise in
administrative cost can hardly be justified. They suggest that an
integrated plan which may inter alia include measures such as
review of staffing pattern and rationalisation of work processes and
procedure at all levels, austerity in office furnishings and equip-
ments etc., may be drawn up for effecting necessary economy
consistent with the efficient execution of the insurance scheme.

B. Budget and Finance
Budget estimates

3.43. Expenditure on Revenue Account of the Corporation is.
classified as under:—

1. Expenditure on benefits.
2. Administrative expenses.
3. Hospitals and Dispensaries.

3.44. The expenditure on benefits to Insured Persons consists of
mainly Medical Benefit, Cash Benefits (Sickness Benefit, Maternity,
Disabj2inent and Dependants’ Benefits) and other minor ‘Benefits.
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The expenditure on Medical Benefit forms Corporauon’s snare of
expenditure on providing Medical treatment to the Insured Persons
-and their families. It is stated that the estimates on this account are
-framed with reference to (a) the average per capita expenditure in-
-curred/payments made during the last 3 years and provisions made
-as per the trend thereof and (b) availability of funds. For framing
-the budget estimates for cash benefits, average per capita expenditure
~for the last three years is worked out as also the trend of expendi-
-ture during first 6/7 months of the current year is kept in view,
. alongwith the proposals, if any for liberalising of rates of addition
to these cash benefits. The estimates for expenditure on minor mis-
cellaneous benefits e.g. for provision of artificial limbs to amputed
Insured Persons, grant-in-aid to institution imparting Yoga Education
--to Industrial Workers, besides cost of Medical Boards and payment to
Insured Persons on account of conveyance charges and/or loss of
wages including incidental charges under family planning etc., are
made as per actuals during the past three years and trend of actual

. expenditure during 6/7 months of the current year, keeping in view
.-also fresh commitments.

3.45. The estimates of administrative expenses are based on the
‘number of sanctioned posts and the actual pay of the incumbents of
such posts. As regard the Travelling Allowance and contingencies,
requirements of various offices of the Corporation are taken into
account. Contributions to Provident Fund/Pension Reserve Fund

‘are made as per the usual rates notified by the Government of India
from time to time.

3.46. The head ‘Hospitals and Dispensaries’ includes expenditure
on Depreciation charges of hospital buildings and equipment as
also their repair and maintenance charges. The depreciation is
worked out with reference to the Sinking Fund method whereas re-
pairs and maintenance are provided at the percentage rates fixed for
the purpose.

347. The Corporation has undertaken construction of office build-
ings (including staff quarters), Hospital/Dispensary  Buildings. The
estimates in that regard include anticipated payments against ap-
proved plans and estimates of various projects.

3.48. From the Budgetary figures for the years 1965-66, 1966-67,
and 1967-68, it is noticed that there has been notable variations bet-
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ween the original and revised estimates and revised estimates and
actual expenditure_ in respect of certain items as indicated below:—

Variations beiwesn  1965-66 1966-67  1667-68

Expenditure on Revenue

Account
Dependants/Benefit Original & revised +37% —I14°1% X2:0%
Revised & actual —13-9% +8'8% —6-1%
Expenditure on Capital
Account
Hospitals and Dispensaries . Original & revised —31:2% —26-0% 20:8%
' Revised & actual —5-5% —22:3%
Equipments of Hospitals etc. . Original & revised —68-91% —44°4% +16:6% .
Revised & actual —103% —92:4% —563%
Bu;mor officers and staff - Ongmal & revised t73:3% +20:0%  =—30%

Revised & actual —-08% —8-5% —I12-4%.

349. The Committee consider that the percentage of variations
under the above-mentioned sub-heads is on the high side. The
Committee trust that effective steps will be taken to ensure that the
estimates framed are realistic, thus avoiding both budgeting on low.
as well as on the safe side.

Financial position

3.50. While considering its financial position at a meeting held om:
the 22nd March, 1969, the Employees’ State Insurance Corporation.
found that income was not sufficient to meet the expenditure. At
the same meeting the Corporation decided to set up a Sub-Com--
mittee with the Union Labour Minister as its Chairman, to examine-
the matter and to suggest ways and means to meet the situation.

3.51. The terms of reference of the above sub-Committee were: —

(i) to recommend measures to secure better management of
resources;

(ii) to make recommendations how to raise resources to meet
the needs of the Employees’ State Insurance Scheme; and

(iii) to recommend economies in the working of the Scheme.

352. It is stated that the Sub-Committee considered the possible-
avenues of economy in regard to benefits and expenditure. About:
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capital comstruction programme the Sub-Committee appreciated that

until now,

the construction of E.S.I. Hospitals and annexes, etc. was

made possible because of accumuiated excess of income over expendi-
ture over a long period of years since the inception of the scheme in
1952. It also appreciated that the current resources of the Corpora-
tion would not permit spending on capital expenditure on the same
scale as in the past.

3.53. The main conclusions of the Sub-Committee which have been
accepted by the Corporation are briefly summarised below:—

)

(i)

(iip)

@iv).

)

(vi)

The present income of ESIC is not sufficient to wipe off
the current arrears, to remedy the present regional im-
balances in the matter of construction of Hospital/Dispen-
saries and to meet other minimum obligatory expendi-
ture;

It is necessary to rectify the existing regional imbalance
in the operation of scheme and ensure certain uniformity
of standards between the States;

The.rate of Emplpyers’ spegial, gontribution may be raised
from 3,te 3% per cent w.ef. 1st Januany, 1870 apd: 3% per
cent to 4,per cent w.ef. 1st April, 1970 in apeas. where. the
benefit provisions of the Act arg.in fayce. (This hag since

been done).

The qverall ceiling on expenditure on medical, henefit
shoyld. be Rs. 50, per. annum. per. employee. inclyding. State
Government’s share. Any excess expenditure is to be
borne. by the concerned, State Government.

Efforts should be made to effect economy in the adminis-
tration of medical benefit by streamlining the staff pattern,
use of standard pharmacecopia etc.

Further construction of hospitals may be allowed only to
make up any shortage within the yardstick of 4 beds per
thousand employees. Spare beds in excess of the above
yardstick should be given up.

354. The Committee enquired whether any long term planning

had been
poration.

thought over to tackle the financial difficulties of the Cor-
In a written reply it is stated that the revenue deficit of

Rs. 41.04 lacs arose during 1967-68 only against an anticipated deficit
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-0fi Ra. 81.74 lacs. When the Revised Estimates for 1968-69 and Bud-
get. Bstimates for 1969-70 also anticipated the deficit of Rs. 15.74 lacs
and Rs. 93.92 lacs respectively, the Standing Committee/Corporation
appointed the said sub-Committee. It has been further stated that
it is expected that the implementation of the above decision would
have a long term effect in tacking the financial difficulty of the Cor-
poration and the expenditure on Revenue and Capital Account is
likely to be confined from time to time to the available resources of
the Corporation.

3.55. In the opinion of the Committee the vital problem of rais-
ing adequate resources to finance an expanding scheme like the
present one need be tackled not on an ad hoc but on a long term
basis. With the growing awareness among workers, fortified by the
ehanged concept of social justiee, their expectations would natur-
-ally be high and the Corporation would have to rise to the occasion
to come up to that extent. On medical benefit side alone, even the
present standards are not uniform in all the areas where the benefit
provisions are in force. This situation itself underlines the need
-of.3.leng term sqlution. The Committee would like to suggest that
.another Committee consisting of 2 few Members of the Corporation,
representatives of the Finance and Labour Ministries and other
-experts be set up to go into all aspects of the problem including
the present as well as future needs of the scheme and suggest
-suitable ways and means in that regard.

Valuation of assets and ligbilities

3.56. Under section 37 of the Act, the Corporation is required to
‘have, at intervals of five years, a valuation of its assets and liabili-
ties by a valuer appointed with the approval of the Central Gov-
ernment. The Central Government may also direct a valuation te
be made at such other times as it may consider necessary.

3.57. In pursuance of the above provision, three quinquecnnial
valuations as on 31st March, 1954, 31st March, 1959 and 31st March,
1964, respectively were made by the valuers appointed by the Cen-
tral Government. For the fourth valuation, it is understood that a
valuer has been appointed by the Government on the 23rd June,
1969.

3.58. The reports of the valuation made in 1954, 1959 & 1964
were submitted in 1959, 1962 and 1967, respectively.

3.59. The Committee are unhappy to note that all the three
valuation reports were made available after the lapse of a period
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of three to five years. Even with regard to valuation for the five-
years ending on 31st March, 1969, the valuer has been appointed.
only recently. The Committee trust that such delays would be
avoided in future. They suggest that valuation Report should be
laid on the Table of the House and a provision to tkat effect made-
in the Act in due course.

C. Annual Reports and Audited Accounts

3.60. Under Section 36 of the Act, the annual report, the audited-
accounts together with the auditor’s report thereon and the budget-
as finally adopted by the Corporation are required to be laid on
the Table of Lok Sabha. '

.

3.61. The position about the processing of the AnnuallRepo'rt,_‘t»}‘.ig‘:
Budget Estimates and the Audit Report as furnished to the Com-
mittee is given below:—

(Annual Reports)

Date of approval by Date of Date_of'’

Year of Report submission laying on -

® Standing Corpora- to Govt. °_ the Table -

Committee tion of Lok .

Sabha -

1964-65 . 21-3-66 22-3-66 © 4-4-66 20+4-66
1965-66 . 11-4-67 12-4-67 31-5-67 14-6-67
1966-67 . 16-2-68 17-2-68 6-8-68 29-8-68
1967-68 . 7-12-68 9-12-68 16-12-68 20-2-69

The Annual Report for the year 1968-6% has been laid on the-
Table of Lok Sabha on the 2nd April, 1970.

(Budget Estimates)

Year to which Budet Date of approval by Date of Date of

Estimates relate submission laving on
Standing Corpora-  toGovt.  the Table

Committee tion gf.blh.&:k
1964-65 . 24-2-64 25-2-64 11-3-64 28-3-64
1965-66 15-2-65 16-2-65 24-2-65 15-3-65
1966-67 21-3-66 28-3-66 28-3-66 18-4-66

1967-68 11-4-67 12-4-67 17-4-67 14-6-67

1968-69 . 16-2-68 17-2-68 28-2-68 25-7-68
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(Audit Report)
Date of Date of approval Date of
Year of Report _receipt in laying on
in Ministry Standing Corpora- the Table of
from Committee tion the Lok
A.G.CR Sabha
1964-65 17-8-66 31-10-66 2-11-66 30-11-66
1965-66 22-9-67 16-11-67 18-11-67 15-2-68
1966-67 22-7-68 20-9-68 9-12-68 20-2-69
1967-68 . . . 5-12-69 13/14-2-70 14-2-70 24-3-70

It is stuted that in the past the Annual Reports of the Corpora-
tion for the years 1952-53, 1953-54, 1954-55 and 1955-56 were laid
on 24-2-55, 28-2-56, 17-8-57 and 13-9-57, respectively. ’

3.62. The Committee find that for laying the Annual Reports a
period of 11 to 28 months has been allowed to elapse after the end
of the year to which the Report pertained. The Budget Estimates
for the year 1968-69 were laid when four months of the financial
year had already expired. Similarly, in case of Audit Reports
almost a gap of two years from the end of the financial year to which
the Annual Accounts relate upto the date of laying, is usually
noticed. The Committee urge that steps should be taken to ensure
that the Annual Reports of the Corporation are laid on the Table
within a period of six months from the close of the financial year.
As for Budget Estimates, their preparation and further processing
including the approval by the Standing Committee/Cerporation
and the Central Government should be so programmed that they
are available to the House at the time of discussion of demands of
the Administrative Ministry. The Audit Report should also be laid
on the Table promptly after their receipt from the Comptroller and
Auditor General. The Committee need hardly emphasize that
observance of the principle of accountability to Parliament is
judged by the timely laying of these documents so that the activi-
ties of the Corporation are taken stock of in proper time and appro-
priate action taken to set right defects, if any.

D. Construction of Administrative Buildings

3.63. During their on-the-spot tour of Eastern and Western Zones,
the Committee were informed that plots of land had been purchased
at Calcutta, Jaipur, Kotah and Ahmedabad etc. for construction of
office buildings but no actual construction programme could be
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undertaken due to shortage of funds. They were also informed
that the annual rent of the buildings in which Regional or Local
Offices ‘were housed at places like Ahmedabad etc. ran into more
then Rs. 1 lakh.

3.64. From the information furnished to the Committee, in reply
to a written question, it is observed that the plots of land for office
buildings, where construction programme have not yet been under-
taken due to non-availability of funds, have been acquired for
Regional Offices at Patna, Ahmedabad and Bhubaneshwar, for sub-
Regional Office, at Nagpur and for Local Offices at Algappanagar
in Kerala, Ganapathi, Guindy and Ambattur in Tamil Nadu, Wagle
Thana, Ambarnath, Nasik and Sholapur in Maharashtra, Hubli in
Mysore, Jaipur, Kotah, Jodhpur and Beawar in Rajasthan, Rampur
in Uttar Pradesh and at Ballyganj (Calcutta) in West Bengal. The
plots were acquired on different dates between 1962—69 at a total
cost of about Rs. 11.14 lakhs. However, according to the data fur-
nished by the Regional Director, Calcutta, to the Committee during
their tour, in Calcutta alone there appears to be a few more plots
in addition to the plot at Ballygunj, where almost no construction
has yet been started. He also apprised the Committee of various
steps which were taken by him in furtherance of construction pro-
posals on these plots. For example, in regard to North Calcutta
and Ballyganj plots he had furnished the following details:—

(i) Nerth Calcutta Local Office-cum-residential Flats.

The plot of land measuring about 380 Sq. Yards was purchased
by us in October, 1962 at a cost of Rs. 66,000/- from the Calcutta
Improvement Trust. The revised estimated cost of the building for
a Grade-l1 Local Office and 4 staff quarters has been worked out
by the CP.W.D. as Rs. 491270/-. Out of this Rs. 2,00,000/- has
been depusited with the CP.W.D. by us in December, 1968. The
various sfages through which the project, which is a deposit pro-
ject with the CP.W.D. has passed are as under:

(a) On receipt of Headquarters Office advice, in June, 1963
we wrote to the State Government to provide us the scale
of accommodation as it had been decided to construct
staff quarters on State P.W.D. scale. We supplied the
relevant information regarding scale of accommodation
to CP.W.D. in August, 1963.

(b) In May, 196¢ C.P.W.D. submitted a sketch plan for our
consideration and suggestions, if any. Plans were ap-
proved and delivered to CP.W.D. in May, 1964.
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1{c) C.P.W.D. could not take up preparation of drawings and
plans, inspite of personal contacts and reminders, due to
shortage of staff, as learnt from them. The preliminary
drawing and estimates from the CP.W.D. were received
in September, 1965.

{d) The final drawings and estimates for Rs. 3,92,900/- were
received in March, 1966. We communicated the Director
General’s approval to CP.W.D. in April, 1966.

{e) In September, 1966, it 'was intimated that construction
work would be taken up after preparation of the detailed
drawings by the surveyor of the CP.W.D.

{f) In February, 1967 the surveyor intimated that- detailed
drawings could not be made due to some technical diffi-
culties with regard to foundation of the buildings.

{g) In April, 1967 the C.P.W.D. intimated that soil testing

would be essential for which they submitted estimate of
Rs. 4417/-.

«h) We deposited this amount in April, 1967.

(i) In October, 1967 C.P.W.D. intimated that soil testing had
been completed. ..

(3) In January, 1968, C.P.W.D. submitted revised estimates

for Rs. 491270/-. In May, 1968, we intimated Director
General’s approval.

(k) Tenders were invited by C.P.W.D. in May, 1968.

(1) After finalisation of tender and placing of work order
construction was taken up in January, 1969.

(m) Calcutta Corporation has again raised certain objection
for which drawings and plans are being revised by
CPWD.

Aii) Ballygunge Local Office:
About 300 Sq. Yds. of land at the cost of Rs. 43,000 from the

Caleutta Improvement Trust was purchased in July, 62 and the
actual possession was taken over in November, 1962.
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(a) The C.P.W.D. submitted the sketch plan in November,
1963. Some modifications were suggested in the design.
The revised drawings submitted to us in December, 1963.
Our Headquarters Office suggested some changes in the
drawings.

(b) The final design and estimates were submitted to us in
July, 1964.

(c) The approval to the estimate was communicated to the
C.P.W.D. in August, 1964.

(d) The sanctioned amount of Rs. 2,89,870 was deposited in
December, 1964.

(e) In April, 1965 they intimated that the plans do not con-
form to Municipal Bye Laws and the plans required
revision.

(f) The revised drawings and estimates for Rs.‘3,29,150 were
submitted in April, 1966.

(g) In September, 1966, Director General’s approval was com-
municated to the C.P.W.D.

(h) In March, 1967 the C.P.W.D. approached the Calcutta
Corporation for the approval.

(i) In May, 1967 the C.P.W.D. intimated that the plot was not
suitable for Local Office construction.

(j) In August, 1967 it was decided to construct residential
flat for Regional Director on this plot.

(k) In November, 1967 we found that some persons have put
up unauthorised structure on our plot of land and for this
legal action has now been instituted.

3.65. In response to a question whether any phased programme
has been drawn up for construction of buildings on these plots, it
has been stated in a note that as a lower priority was given to the
construction of administrative buildings, no programme was drawn
up. It has further been pointed out that these plots are mostly lying
idle and are not yielding any revenue except that the price of these
Jands is appreciating in common with the phenomenon elsewhere.
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3.66. The Committee enquired as to how much actual expendi-
ture had been incurred on construction of buildings as were already
commissioned. In reply, Government have informed that the
information is still awaited from the State Governments.

3.67. The Committee are surprised to note that while some of the
plots for administrative buildings had been acquired as back as
September, 1962 and July—December, 1963, it has not been possible
for the Corporation to construct buildings thereon so far. The
leisurely manner in which things have been allowed to move, as is
quite evident from the information furnished by the Regional
Director, Calcutta, is indeed regrettable. The position has drifted to
the extent that on the one hand the Corporation has now no resources
to finance the construction programme and on the other plots lying
idle are attracting unauthorised constructions, thus inviting pro-
Tonged litigation. The continued failure to have its own buildings
is bound to create administrative problems besides avoidable
expenditure on rent. The Committee are convinced that had these
proposals been pursued in right earnmest from the beginning and a
phased programme in order of inter se urgency drawn up, the
Corporation would have been saved from this dilemma. The Com-
mittee suggest that a phased programme for construction may now
be drawn up keeping in view the proposed merger of ESI and EPF
Schemes, the resources position and the need to effect economy.



CHAPTER 1V
COVERAGE
A. Progress of Implementation

4.1. Section 1(3) of the Employees’ State Insurance Act empowers:
the Central Government to bring into force the provisions of the
said Act on such date or dates as the Central Government may, by
notification in the Official Gazette, appoint, and different dates may
be appointed for different parts thereof.

42. As stated earlier, the benefit provisions of the Act were for:
the first time extended to about 1.30 lakh workers in Delhi and
Kanpur area of Uttar Pradesh with effect from the 24th February,.
1952. Thereafter, these provisions have been gradually extended
to different areas.

4.3. According to the First Five Year Plan, the scheme was
expected to be implemented throughout the country by the middle:
of July, 1954. The time-table drawn up for the purpose was: August,
1952—Punjab; January, 1953—Madras, Calcutta, Nagpur and Jabal-
pur; October, 1953—Ahmedabad, Sholapur, Agra, Coimbatore, Asansol
and Burnpur; January 1954—remaining places where the insurable-
population was 5,000 or more; July, 1954—all other centres where the-
number of workers was below 5,000. In the First Five Year Plan, it
was also stated:—

“The programme for the implementation of the scheme in other
States prepared by the Labour Ministry should be adhered’
to and the State Governments, employers and workers
should offer their fullest cooperation for the purpose.
The scheme does not include at present the families of
the insured persons. Both in its coverage and the amount
of benefits provided the scheme may appear to be modest
as compared with similar schemes in some of the advanced
countries. In view of its novelty, administrative and
other difficulties and the financial implications of the
Scheme, efforts should be directed during the period of

o 66
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the plan: only to the proper implementation of the scheme
in its present form. and to putting it on a sound and sure
foundation”.

44. The number of employees, however, actually covered under
the scheme from year to year is given below:—

- - —————

1952 . 1,99,500
1953 . 74,800
1954 . 7,X5,500
1955 . 6,96,950
1956 . 1,50,900
1957 s . 48,450
1958 . . 1,609,050
1959 . 64,900 .
1960 . 1,12,200
1961 . o . 61,400
1962 . 84,650
1963 . . 60,750
1964 . . 5,909,350
1965 . 2,28,750
1966 . . 59;55©
1967 . . 26,000
1968 . . 60,450
(opto 31-3-69) 69:850
TOTAL . 344745000

45. Asked during evidence what were the reasons for sharp
fluctuations in the number of industrial workers covered during
certain years, the representative of the Ministry stated that in the
years 1954, 1955, 1964 and 1965 Greater Bambay, Calcutta, Ahmedabad
and Hooghly respectively, were brought within the implemented
zone of the scheme. While Calcutta had an industrial population of

4 lakhs, Ahmedabad and Hooghly had 2.5 lakbs and 1.31 lakhs
respectively.
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46. Asked further what criteria were followed to extend the
coverage under the scheme and whether the extension was under-
taken in accordance with any time-bound schedule, the representa-
tive of the Ministry stated that “the coverage of the scheme was
planned in stages. In the first stage it was planned to cover all areas
with insurable population of 5,000 and above. That was in the First
Plan. In the Second Plan all areas with an insurable population
of 1,500 and ®bove...... In the Third Plan all areas with an insurable
population of 500 and above...... »

4.7 The targets fixed and achievements made during the three
Plan periods and subsequently have been given as under:—

No. of employees

Percentage No. of

Target Actually of achieve- Centres
for covered ments Covered
coverage
First Plan (1951—56) . Not 10,15,000 .. 31
available
Second Plan (1956—61) 12,74,850 6,57,600 51-5% 89
Third Plan (1961—66) . . 20,89,850 14,51,900 69:5% 139
r
Post Third Plan (1966—68) 8,68,850 2,61,700 30-1% 41

48. The Committee enquired as to how the progress achieved
could be reconciled with the expectation made in the First Five
Year Plan. In a written note, the position is sought to be explained
by the Government asunder:—

“It was initially planned that the ESI Scheme would be imple-
mented in all the important industrial areas having con-
siderable insurable population. In pursuance of this
objective, the 'scheme was extended to Delhi, Kanpur,
Bombay, Calcutta and Madras before the expiry of the
First Five Year Plan period. At this stage, it was not,
however, possible to extend the scheme to Ahmedabad,
Hooghly and 23-Parganas, even though these centres also
had considerable industrial population. The main reason
for delay in implementation of scheme in these areas was
the difficulty in completing satisfactory medical arrange-
ments.” Apart from fhis, “there had cropped at one time
or the other, certain factors common to all States e.g. lack
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of financial resources to meet increasing share of the cost
of medical care by the States; absence of an agreement
with the medical profession regarding rate of capitation
feé~payable to Insurance Medical Practitioners on exten-
sion of scheme to families and dearth of medical and para-
medical personnel to man the ESI Dispensaries and other
institutions.”

49. During the course of ‘evidence before the Committee, the
Director General stated that the scheme was implemented in a parti-
cular area as and when the State Government was in a position to
make medical arrangement.

4.10. During their on-the-spot study tour of Western Zone, the
Committee found that the scheme had not yet been implemented
even in areas having large workers population such as in Heavy
Electricals (India) Ltd. Bhopal and Bhilai Steel Plant. In a written
note, Government have stated that both the said places have been
included in the programme drawn up for extension of scheme during
the Fourth Plan. There are fifteen centres in the State of Madhya
Pradesh which have insurable population including Bhilai and
Bhopal having 28,500 and 10,600 respectively—but have not been
covered under the scheme. It has been pointed out that generally
the State Governments are prone not to divert their resources to
such centres where some kind of medical facilities exist.

4.11. Government were also asked io indicate if they had taken
any steps at their level to elicit State Government’s consent in this
regard. In reply it has been staled that keeping in view the diffi-
culties represented from time to time, the share of the State Govern-
ment in the cost of medical care was reduced from 1/3rd to 1[4th (in
respect of insured persons only) and to #th where the families are
also brought in. The rate of capitation fee for Insurance Medical
Practitioners was also increased from Rs. 14 and Rs. 13 for Greater
Bombay and Calcutta, and other areas respectively, to Rs. 17.50 per
family unit per annum for all areas. Further the emoluments of the
ESI Doctors and other para-medical staff were made more attractive
by granting ESI Special Allowance so as to diminish the tendency

of the doctors and para-medical staff of the State Health Cadre, to
resist ESI appoititments.
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4.12. As regards various stages which have to be wndergone from:
the initiation of the proposal till the scheme is actually implemented
in the particular area and the usual time necessary for each stage,
the position has been explained in a written note as under:—

(i) Steps to be taken by State Government

(1) Survey of—(a) residential concentration of insurable
persons, (b) existing medical facilities in those localities,.
(c) existing medical facilities provided by employers.

(2) To communicate recommendation regarding system of
medical treatment, place|places for implementation of
scheme and provisional target dates for implementation of
scheme, to the Corporation.

(3) To appoint Administrative Medical Officer and nucleus
staff. ’

(4) To set up E.I. Court for the local area.

(5) Arrangements for medical care where decision is to pro-
vide through a panel system, determination of areas,
training of panel doctors, etc.; where through service
system, location of dispensaries, equipment, recruitment
and posting of doctors and other staff etc.

(6) Arrangements for “hospitalisation, setting up Medical
Board etc.

(ii) Steps to be taken by the Corperation
(1) Detérmination of number and size of Local Office.
(2) Working out staff requirements.
(3) Acquisition of premises for Local Office.
(4) Posting and training of staff.
(5) Publicity measures.
(6) Registration of insured persens.

(7) Issue of notification regarding first eontribution and benefit
periods. o



il
(iii) Steps to be taken by the Central Government.
Issue of notification enforcing Chapters IV & V of the Act.

It has been stated that all the above stages are completed within

a period of one year before the date of implementation of the
scheme.

4.13. The Comunittee are distressed to note that the progress of
Implementation of the scheme during all these years has been
extremely halting. Not only the original sehedule as envisaged in
the First Plan was not adhered to, there have also been shortfalls
even in the revised modest targets fixed for the three Plan periods.
The Committee are convinced that had the Corporation as a Central
authority consisting of representatives of all interests inecluding the
State Governments, played its proper role in taking timely initiative,
effective planning and periodical appraisal of performance, the State
Governments’ preparedness to implement the scheme would have
been forthcoming and the results would have been much better.
The Committee wonder if the State Governments were really in such
a kelpless position with regard to financial or other reseurces as have
been made out to be. It is also surprising that Government of India
at their own level did not make any efforts to see that the State
Governments evinced more interest in the implementation of the
scheme and cooperated with the Corporation in right earnest.

Benefit to families:

414. Seetion 46(2) of the Act empowers the Corporation to extend
medical benefit to the family of an insured person at the request of
the appropriate Government. The policy decision to extend the
medical benefit to the families of the insured persons was taken by
the Corporation on the 15th December, 1955. It was, however,
actually extended from the year 1958 onwards.

4.15. The standard of medical benefit provided to the families of
insured persons is of three varieties, viz., restricted, expanded and
full medical care. Where only out-patient treatment including
domiciliary visits is provided, it is called ‘Restricted Medical Care’.
Where, in addition to out-patient treatment, specialists services are
also provided, it is called ‘Expanded Medical Care’. Where full range

of medical care including hospitalisation facilities are provided it is
called ‘Full Medical Care’.



72

4.16. According to the information furnished to the Committee,
out of a total 34,74,700 family units only 10,800 units in some areas of
Tamil Nadu are yet to be covered for medical benefit. About these
remaining units also, the State Government has been asked to sub-
mit' medical plans and estimates. The standard of medical care
which has so far been made available to family units is as under: —

No. of family units (employees)

(i) Full Medical care 3,01,800
(ii) Expanded Medical care 20,08,500
(iii) Restricted ‘Medical care 11,53,600

4.17. The Committee enquired whether any phased programme
has been drawn up in consultation with the State Governments to
provide progressive scale of medical benefit to families with the
ultimate object of giving them full medical care within a specified
time-limit. In reply it has been stated that the Corporation decided
in August, 1960 itself that full medical care should be provided to
the families of insured persons and the decision was communicated
to the State Governments to plan construction programme.

4.18. The Committee also enquired whether a study has been
undertaken to assess how' much extra-beds, medical and para-medical
staff and additional financial resources would be required for the
purpose and the date by which the target would be achieved. In
a written note, it has been pointed out that “the Corporation has
revised the yardstick of beds from 11 to 4 beds per 1000 employees
family units and on that basis the total number of beds required to
provide hospitalisation to 35.60 lakh family units would come to
14,240. So far the Corporation has been able to construct 5745 beds
only and 4777 beds are under construction. 3682 beds have been
reserved in various hospitals belonging to State/private/public
sector undertakings. The realisation of this target will depend
upon the availability of the required number of beds. As for re-
quirement of medical and para-medical staff, the same would vary
depending upon the contingency as to whether the required number
of beds are constructed or reserved, and if both in what ratio. Tn
terms of financial resources, the extra expenditure on extension of
full medical care to the families of the presently covered employees
would work out roughly t<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>