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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 ahd 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 {If 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 XII). 

NEW DELm; 
April 13, 1970 
Chaitra 23, 1892 (Saka) . 

(vii) 

M. THffiUMALA RAO, 
ChaiTman, 

Estimates Committee. 



CHAPTER I 

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 apprecliated 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 sociaJ. assistance and social insu-
rance is a recent development. 

1.3. The principle of social insurance was recognised early in 
Europe particularly in Gennany 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 recog~ 
ed that contingencies like illness, death and unemployment, which 
tnay 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 
m~mbership must be numerous enough to keep the average risk -
falI'ly stable. The permanence of the community must be assured. 
These conditions are fuJ..filled 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 powerful 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 ~ssociation of 
citizens, which exists for the sake of their general well-being, it is 
a proper function of the State to promote sociaJ security. While all 
State policy has some hearing on social ~urity, 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 U.K. 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 affiicted 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 re1at-
to health insurance adopted. by the International Labour Organiz-
ation at its Tenth Session in 1.927, 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 Conference, recommends to the 



4 

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 sickness 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 modem 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. Emphasizjng 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 diftlculties 
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 late thirties, the Labour Enquiry Committees appOInt-
ed by the Provincial. Governments of Bombay, UP. 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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schen .. ..!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 Qut 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, Q.~mely, 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 ali perennial factor-
ies 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 confO'rmity with Y.LO. Sickness Insurance Convention (Art. 

6). which enjoins that ''Sickness lns1U'llDCe shall be administered by 
self governing institutions, which shall·be under the administration and 
financial supervision of the competent public authority ...... • 
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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-

·Short title of the Bill as originally iniroduced was Workmen's State 
Insurance BUt 
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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 contrihution 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 reeeived 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 appoint 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 J!round 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. 'I'hi<; obieclion WHS consir/ererl bv the Govprnment and the 
Act was amended" in October, 1951 with a view to provide for tlie 
recovery of employer's ('ontributifln from HII the owner<; of factory 
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 • 

•• 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 maae 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 estahlishments where scheme was enforced at a rate 
of U per cent and where it was not applicable t 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 

(D 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 supe.rvisory 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 itc; 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 employ-
ed for wages on any work connected witli administration of the 
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factory or establishment or any part, departmental 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 detennined 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 e~ployment, subject to a minimum of at least 12 
contributions. The benefit was payable for all the se.ven' 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 or 
rate of Sickness Benefit have been simplified by the Amendment 
Act, 1966. An insured persoll 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 jnsured 
person belongs. The 'Standard Benefit rate' corresponding to each 
wage group has been specified in Schedule.d I of the Amendment 
Act, 1966. and is roughly 50 per cent of the averalte daily waite. In 
pursuance of section 99 of the Act, the Corporation decided in Octo-
rer. 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, 1956. 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 Beneftt which was half the rate of Sicmess 
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 orimnal Act. the qualifying contributory condition fol' 
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 week~ be.fore 
the week in which confinement took place or in which notice of 
pre~ancy was ~ven before confinement. whichever was more ad-
vantageous to the insured woman. The benefit is pavable for n 
period of 12 weeks of which not more than 6 weeks shall preced ... 
the expected date of confinement. The daily rate of maternitv bene·· 
fit which was fixecl ~t As. 12 in the original Act. was modified bv 
the Amendment Act of 1951. to be the rate ~t which the insureti 
woman could have claimed Sickness Benefit for any -period of 
sickness during the benefit period in which the confinement Of'cur-
red or was exnected tn occur if she had been aualified to claim 
sickness benefit during that period. or As. 12. whichever was !11'eater. 
This w~s later on enhanced with effect from 1st June, 1958. bv ~ 
resolntio., of the Corooration ~do'Pted in ~et'Cfse of powers llnrler 
~"('Hnn M referred to earlier. to twiCf' the Sic'kness Benefit rate or 
A.<:. 1? whj"hf','er was ~eater. 

Bv Amendment Act of 1966, the Maternity Benefit is now also 
payable for a period of 6 weeks in the event of miscarria~e, and 
for an additional period 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 v.e. about full daily wage .. 

(3) DisaJblement; Benefi't---<!omprises 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 
1iisability 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 7112th 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 disablerttent 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 315th of 'full rate'; to each legitimate or adopted 
son until age 18 and in case of Jegitimate infirm son till infirmity 

114 LS-2 
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'lasts at 215th of 'full rate'; to each legitimate or adopted daughter 
until age 18 or until marriage if earlier, and if infirm, till infirmity 
lasts at 215th of 'full rate'. 

(5) Funeral Benefit-is a lump sum payment of an amount not 
excee.ding 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-
truste.d 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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Ie 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. 1141- 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-
vise.d. 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. 2181- per week (i.e., 
about double the employees' contribution), 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 fs 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 Governm.ent 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 fundanwntal 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 possibilitie ... 
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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 

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

(8) to (Z2) 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. 

(24) to (z8) five persons representing employers. 

(29) to (33) five persons representing employees. 

<34) to (35) two persons representing the medical pro-
fession. 

36) to (38) three Members of Parliament (two elected 
by members of Lok Sabha and one by members 
of Rajya Sabha). 

(39) Director General, e:y:-officio. 
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Central Government. 

Central Government in consul-
tation with such organisations 
of employers as may be recog-
nised for the purpose. 

Central Government in con-
. sultation with such organi-
sations of employees as may 
be recognised for the pur-
pose. 

Central Governmell.t in consulta-
tion with sqch organisa-
tions of medical practitioners 
as may J:oe recognised fOr the 
purpose. 
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~ list showing the present composition of the Corporation is at 
t\ppendix 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 I.L.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 dUiplication 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-
eated 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 n. 

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 ~as 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. 
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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, no~inated 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 
IU. 

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 Benefit 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; P &., I A t..t ~ ': I I g I) A 
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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 i~ required to be observed between the representation of 
Central and State Governments and the employers and employees. 
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2.1.9. 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. tt 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 Parli!iment. 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 rof Industry. The workers' 
representatives are nominated in collSUlltation 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 COWlcil. 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 Insuloance 
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.'l 

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 t1J.e f¥lJIle 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 pradice doeS not fit in with tfte 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 publieman with necessary know-
ledge and experience of promoting iabour welfare to fill the office of 
Chairman of the Corporation for a fixed tenn to be specified in the 
Act. ,- l'~ 
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2.25. The Committee further recommend that the Chairman of the 
Standing Committee should be Dominated 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 he 
examined de novo on merits in the light of the abovf" observation. 

Meetings 
2.30. Rule 6 of the Employees' State Insurance (Central) Rules, 

1950 provides that the Corporation shall meet at least twice a year 
and the Standing Committee and the Med'cal Beneilt Council shan 
meet at lea!'.t four times each year. In practice however, utJto 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 Corpontion has been holding its minimum 
number of meetings or som~t;mes 8V('C) 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 year~, 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:-

Corporation 12-4-67 17-2-68 22-3-69 
18-Il-67 9-12-68 17-9-(09 

Standing Committee II-4-67 16-2-68 21-3-69 
16:'17-Il-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 Committet!s 
should be reduced to the minimum and these be held when consi-
dered absolutely necessary. 

2.33. From the figures Jurnished 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 meeting& of the 
Corporation, the percentage was 44 and at one 33. Similarly out 
of 14 meetings held by the Standing Committee, at three meetings 
the percentage was 33 and at one meeting the attendmce of State-
representatives was nil. The average pe!"centage of attendance of 
the State representatives at the meetings of the Medical Benefit 
Council held during the years 1965 to 1969 Vias 54. At some mt:et-
ings, the attendance nnged 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 admi~tration 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 com,titution and func-
tions of the Regional Boards and Local Committees. The Chairman 
and Vice-Chairman of the Regional Board ar:e to be nominated by 
the Chairman of th? 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 p.Rch of 
the States in the area to be nominated bv the Chairman of th~ Cor-
poration, one representative each of the States covered under the 
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jurisdiction of the Regional Board, Chief Achpinistrative 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 aild employees on the Regional Board 
the Ministry have stated that in most of the Regional Boards now 
reconstituted i com.tituted, 2 to 3 members from each side have heen 
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 sl¥ll 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 reh-
-tion to the Region for which it is set up are as given below;-

(a) Such administrative andlor 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 tlme 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 Committee 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 nominat7 
additional repres'entatives 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 ~ull co-operation of all parties concerned and to make 
recommendations; 

(b) to refer such complaints as it may consider necef>saI'Y 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 General 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 ~mended 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 
so. 
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2.41. 'l1le· number of Local Committees ~l'lsmUWd in various 

States is as under:-
---.----

5iil.No. Name of the SlUe 

I ADdhra Pradesh 

2 Assam 

3 Bihar 

4 Gujarat 

S Kuala 

6 Madhya Pndesh 

7 Maharashtra 

8 Mysore 

9 OriBsa 

10 Punjab & Haryana 

II Rajaathan 

12 Tamil Nadu 

13 Uttar Pradesh 

14 West Bengal 

IS Delhi 

Nos. of 
LOcal 

Conunitt~s 
constitu-

ted 

9 

4 

7 

I 

iI 

i 

13 

7 
2 

19 (not reconstituted after 
1966) 

13 
29 

IS 

5 

I Adhoc 

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

I 

Andhra Pradesh 

Aasam 

Bihar 

Gujarat 

Hary~a 

]terata 

1966 
2 

I 

I 

3 

1967 
3 

2 

I 

I 

2 

1961 
4 

2 

I 

I 



e 

z 3 4 
-- - -----c- ... -

Madhya Pradesh 

MiliataSftra 

Mysore 

2· 

2 

2 

1 2 

I 2 

I 2 

Orissa I 2 

(ribt yet ~tituted after 
State ~n in 1966) 

Rajasthan 

Tamil Nadu 1 2 

2 

2 

UttetPradesh • 

West Bengal . 2 2 

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 nevet entrusted M delegated 
to these bodies nor referred to themby the Corporation. It 

was complained that they were not informed a'bout 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 als'O stated during otal evi-
dence at some places that the recommendations m "ide by 
these bodies were not implemented. Employees· organisa-
tions complained that the beneficiaries did not have suffi-
cient representation on the Regional B0ards. It was sug-
gested that there should be decentraiis'ation 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 decentraliaation 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 1ram~
work of the Act, economy and efficiency could be increased 
by decentralis~tion of admini5trative 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 f:lcilities 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 pun.uance 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 
Ch9irman 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 del~
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 small items of stationery; 
equipments and stores; payment of rents and taxes etc. 
which can safely be entrusted to the local executives. In 
a national scheme, uniformity is of great importance. So 
long as the fund~,. 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, tha.t 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 th!ln 
the Corporation itself or its Standing Committee. They 
can, therefore, have a better feel of the acba! 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 vllriOUS facilities that 
are needed for extension, and so on. Further, since aU. 
the interests connected with the Scheme are represen~ 
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 ~pective Feas ard 
thereby to promote the process of 8eIUJine decentralisa-
tion. 

w~ feel that so far the potentialities of the Regienal Boards 
and the Local COmmittees have not been ~ly utilis-
ed by the Corporation. Even under the. preseHt Regula-
tions, they are supposed to advise the Co~ration on such 
matters as may be referred to them by it. It is surpris-
ing, however, th~t the CQrporation hal> at no time referr-
eQ.. an.y Jnf}t~r to any Regional B.oard for advice. It is 
Q.ifJi~t to be.lieve that during more than twelve years, no 
oc~on Qr question ~rQse 01;1 whi~h the aqvice of a Re-
gional ~oarq might have been usdully SQught." 

ThelURiew Cemmjtt~ had pecamme~ed ~t· the ~Q,al Boards 
sbfmld be entfUi.cJ with the following sp~iiic fu~~."..-

(i) Deciding, within the broad :f1'8mewMk of the ~neral de-
eisioRs of the Corporation, questions like geographical 
extension of tile Scheme; al'ly special measureS' to meet 
peculiar conditions in the area 0"1' Region; improvement 
in benefits; extension of medieal care to families; provision 
of inaoor medical treatment; rehabilitation aJ!l'angements 
fer partially disabled insured PSSOM, pnsuring compJi-
anee by employers and so on. 

Ui) Ex;erc:isegeneral slJpervisiqn, without iTtter£ering w!.th 
day-to-day administration over the operation of the 
Scheme including work of local offices. processing of per-
manent disablemellt benefit cases etc. 

(ill) Look into gepecal .grievaIW8& an\l<Uflku}tie.:; Qf insured 
pego~, employePs. medical persQMet Cqrpof3tion staff 
etc., ~d fll'Qmo~ healthy ~elatiQ.ps IlmQng thew, 

2.46. 'l'hese functions would be in 86iEti~ ta. $oiie. ~~ady men-
ttcmed in the ReguIamoras at pl'esent. "!'he.~ ,Bo.ltrdtl may set 
up suitable s.€o~ for earTYina 011$ ~e ~eQt functions 
&.ad they maJ' also take assista~ of· Local C1mlMitte~. 'f4king note 
df certain 1I!te8SU1'eS iDitieteli~cefttly lty tlte C~4tiQp such as 
apprising the ·Begional,Boards about tM imJ)art<Emt .aecitiiens of the 
~ation and·tJIe Standing Committee _ ¥Q dff~ting the 
reoelllilll~' af'tt.eRegional Boa~ tQ the ~~Committee 
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for inf0(m8tion, the Review Committee felt that~ell'leaSUres were 
not sufticieat. It ~ obseEved:--

"This does not appear to be sufficient. Tb~re should be a sys-
tem.tic consideration Qf the reCQmmendations. of the Re-
gional Boards in the CQrpQration. The !luggestions receiv-
ed from the RegiQnal BQards should be placed before thE' 
Standing CQmmittee fQr consideration anrl.de£isions there-
on should be communicated to. them without delay. De-
,pending Qn the frequency and volume of such recommend· 
atiQns, the Standing CQmmittee may have 2 screening CQm-
mittee which CQuld meet more frequently to cQnsider sug-
gestions from the Regional Boards and lQeal Committees 
before they are referred to. the Standing Committee. Sug-
,eestiQns which are clearly unacceptable should be referred 
back to. the RegiQnal BQards' explaining why they are not 
beillg placed before the Standi:q:g Committee." 

2.47. In a written nQte submitted to. the CommIttee, the Ministry 
have stated that so. far as the spec1ftc functiQns wruch have been 
suggested by the Review Committee fQr being E'ntrusted to. the Re, 
gio.nal Boards, the RegulatiQns are being amended accordingly. As 
regards the recommendatiQn fQr setting up of a sCl'Peiling committee. 
of the Standing CQmmittee to consider sugegstin"l: frQm Regional 
Bouds and Local Committees, it is proposed· t" J;'laee it before the 
next meetil1:g of the Statldmg Labour Committee. 

2.48. Asked whether any oU1er steps have beentakelt to viftlhse 
the Regional B~rds and Leeal Comlnitiees,,'tM'Mdist.'yhaft des-
cribed the follQwing steps taJren ,in! tAat etWntiMl:-

(i) The minutes of the Regional Board meP.tinl5 are- now,bewg 
circulated· to all memberS', of the Sta!lui'D.g. Committee so 
as to. focus attention of the Standi.Q.i' Commi*e nselfon 
the points that may be of interest. ,in. thwIe, ,pwceedi •. 

(ii) The Regional Directors have been dire~terl to. ensure that 
Local CQmmittees meet more frequeilt~y so. that all inl-
portant local prol:?lems are brought to nQtice. 

(iii) The State GQvernments have been requp.sted to. assQciate 
-the :Regional Boards al1d Local Committees and 'thl:!ir mem-
bers in keeping a check at certificatiQn and incidence of " 
eash benefits. 

2.49. The Ministry weN also asked to cemm~ OD a.ggesticm 
made to the Committee that with a view to achieveeflideDcy the 



Regional Boards should be vested with admhi...tration as well as. 
financial powers to operate an earmarked budget by the Corpora-
tion for each State for the administration of mC'li':'! benefit etc In 
reply it has been stated that "in the interest of un:formity of stand-
ards it seems desirable that the functioning of the Scheme should. 
continue to be directed centrally as hitherto. Even othHwise it 
seems doubtful whether a large body like a Re?tonal Board wouk1" 
be able to exercise administrative and lor financla~ powers as effici-
ently as is necessary. Such a Body is necessarily of a deliberativ(' 
nature and can certainly help the Corporation in formulating poll-
ciesand taking decision on broad iS5ues 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 th:,m 
few times in the course of an year while administrative and finar..-
cial matters arise in the course of the day to d:!y work need to he' 
disposed of expeditiously. This can best he delle by officers wh') 
have the necessary training and experience. Moce:>ver, the ini;"T 
position of another authority between the heaC1qnarters of the Cor-
poration and the Regional and Local Offices rray ;dd to the delay 
and administrati.ve expenditure." 

2.50. The aim of setting up Regional Boal'd5' and Local Commit-· 
tees, as contemplated in the Act, was clearly to ket'p 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 Board:'! and 6f Local Com· 
mittees have not been exploited. They find that even 'It places where 
these bodies have been set up, they do not app'!ar tf' be functiomn:; 
effectively. The Committee recommend that their meetings should be 
held regularly and their suggestions commun\cated ff" the considera· 
tion of the Standing Committee. Whatever de dsiulls are taken by the 
Standing Committee should invariably be tr:tnr,mitterl to the Region-
al Boards for information. As also suggested by the ESIS Review 
Committee, a small sub-Committee may be SI!t up to ("onduct a pre-
liminary examination of the suggestions made by the Rpgional Board~ 
before these are placed before the Standing Committee. 

B. (2) Regional and Local Medical Benefit Councils 

2.51. The Act also empowers the Corpon~tion to np?oint Regionaf 
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 ('(Iuncil" n we been set up-
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so far by the Corporation. Provision has also not be;.;n made in the. 
Regulations with regard to their powers and funct;on!; as will be d~
legated to them 

2.52. ~The ESIS Review Committee ha i reccmmended that tnes!! 
expert bodies should be set up at least at regional h~·.'FJ and suitable 
regulations be framed in respect of their p",,,er:; and functions. 

The Committee have been informed that the sa:d recommenda· 
tion is to be placed before th Standing Lab.lur Committee. 

2.53. In the view of the Committee, the Regional and Local Me-
dical Benefit Councils have an important role to lilay so as to ensure 
provision of efficient medical service to the bcncfic1aries of the 
Scheme. They are surprised that no attenti(l[~ h;! .. h('('p paid all these 
years to set· up these bodies even though t"t~rc c!\i~ted a statutory 
provision in that regard. The Committee recommt'nd that these 
bodies may be set up and necessary regullltio[l~ sllecifying their func-
tions etc. be framed without further delay. 

C. Government Control 

2.54. Both the Employers' as well as Workers' OrganisatioIl! 
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 before the Committee. 

2.55. The powers of the Central GovemItlent 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 empfoyers' special contribution, supersession 
of Corporation and Standing Committee, framing of rules, etc. A 
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.:Statement ~owing 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. Creation and continuance of posts carrying $ maximum 
monthly salary of Rs. 500\- and above. 

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

3. Revision of scales of pay attaebed to various posts. 

4. Creation of new aategory of post and a new.scale of pay. 

5. Constitution of E.S.I. Corporation, St.andmg Commit_, 
Medical Benefit Council and Regiou1 Beards. 

6. Clarification regarding House Building Advance Rules, 
Pension Rules, etc. 

7. Amendment of ESIC (Staff and conditions of Service) 
Regulations, Recruitment Regulations, Conduct Rules, 
Central Rules, Provident Fund Regulations. 

8. Grant of loans to the State Government for Capital cons-
truetion pxvgl'amme. 

'9. Proposals relating to Capital COIlIitnLctiotlS and Oftiee build-
ings, staff quarter. and other expenditure not cover.ed 
under Section 28 (1) to (xi) of -the ESI Act. 

10. Measures rblatillg to improvement of health, welfare and 
rehabilitation and re-employment of insured persons who 
have been dis~bled or injured as required under· Section 
19 of the ESI Act. 

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

12. Payment of House Rent Allowance, City Compensatory 
Allowtmee whieh are not covered under normal Rules of 
~ Central Government. 
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l3. r~ym.ent of leave travel concession, reimbursement of tui-
tion fee, merger of dearness allowance as dearness pay, 
iu;lvance of 'pay to Corporation employees on account of 
natural calamities. 

14. Implementation of E.S.I. Scheme 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 &f exemption l:mder Seetion 'Z3F, 90, 87 and 88 of the 
E;8.I. Act. 

16, Joint Consultative Machinery. 

1'1. Payment of Gratuity along with Provident Ftmd. 

Ul. l?rotectiCiln G>f special pay to Cashiers, U.D.C( In-charge, 
aeco:rd Sorters, etc. 

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

20. Verification of membership of Unions. 

2.57. The av.enage malIllbor of caaes referred to the Ministry per 
month is apptOXimalely50. This ucludes the references received 
from the M1nilRry and t1leNtPlies· to them. 

:w aQdJ.tion to above, the Corporation is required to submit to 
the Central Government 18 period.ical· returns and reports (Appen-
dix VI) pertaining to activities of the Corporation. 

~~. During evidence, the Director General conceded that the 
Corporation did xwt Rossess sufiicientpower to act as a statutory 
body IWwld. have. WhUe. describing the various powers enj,oyed by 
the Cwral-Goverrunent in !'elation to th.e Corporation. he stated as 
.umder:-

" .... Section 17-this is a very important section, because 
witbout 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 direetlon of the Central Govern-
ment, even thougb by investing elsewhere we could get 
higher :t"eturns .... " 



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'!. 
(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 CentrallState 
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-
prnment 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 )Jy the Corporation and the reasons 
given by the Government for their non-acceptance is at Appendix 
VII. 

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. 

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 Govern~~nt 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.,t 
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 exa~ed this aspect. 
After analysing the statutory provisions, it came to the conclusion 
that the Central Govemment 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) Appoilttme1t <If the DireetOT-~al. 

(iii) PrescribiJli the form for mai.ntenaRce of accollnts a.,nd-
appointment of auditors; 

(iv) Publication of accounts and audit reports; 

(v) Approval of budget estirntieB. 

2.64. While concedin, the need of general supervision and eon.. 
trol of the Centr'al Government over the werking of the ESIC, the 
Committee feel that after setting lip a tripartite body to administer 
the scheme certain degree of autonomy is essentially l'eq.ed for 
its effective functioning. It is quite understandable that in the 
iDitiai stages of the !rehetne, the Cenual GO\ferIDliMit th8lllgbt it fit 
t. eserrise a greater caution Bnd hence to retain boO. ~ finantial 
and administrative conttol ill various ways in Rgud to the fone-
tioning of the Corporation. Now that the Corporation has come 
of a~e the two main parties-.or'kers and emplGyers ..... duntld have 
suf&cie!ltly grown in CMlsciOUS'll'eSS and maturity to :anaWage the 
sehem-e t& their best interests without the C'elittal Government 
baving t& play, the same ~tmlinant role in the affairs fd the Cor-
p&ution. It is: ahe to be remembered that unlike other' Statutory 
Bodies ... Poblit U'ftdertaltillgs where the (leve:rnntent' may justifi-
ably .ek to have a p-ea1er ftaaneial as weD as admbdstrative con-
trol, the ESIC is 8 JI01l-commercial orgamsation meBnt t& administer 
a scheme of sOOaI SM:Ority financed mainly out of tile funds contri-
buted by wOl'kers and elRlJloyers themselves. The. Cottnlrittee urge 
that the .-wer· e:7leftisieWe. by the Central Gevermnen:t should be 
scrutiDisetl t~Wy te c&Bfine them only to matters of broad 
policy requiriq specifically their guidance, directien aDd control, 
leaving the rest to the decisions of the Corporation. The ESI Act may 
also lie amended suitably, if considered necessary, in course of time. 



CHAPTER m 
ADMINISTRATION 

A. Administr:ative 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. DispensariesjPanel 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 HospitalslDispensaries. 
and Panel Doctors are under the control of respective State Gov-
ernments. In Delhi, Director (Medical) looks after the provision 
of medical benefit. An illustrative chart is enclosed at Appendix 
VIU. 

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 afte.r 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 Dire.ctor (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 headed by Regional Directors and the Directorate 
(Medical) by the Direetor (Medical) to whom appropriate powerS' 
have been delegated for the. day-to-day administra.tion of the' 
Scheme. Regional Directors function also as secretaries of the-
Regional Boards. By the very nature. of the scheme, the Regional' 
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Officers' are of different sizes-the size depending 
her of Insured Persons and centres covered by 
State Insurance Scheme in the State concerned. 
are the sizes of the Re.gional Offices:-

upon the num-
the Employees' 
The following 

(a) GrdeI R!~i:Jns hwing aCJvesaJeofm:rreth:mfour Maharashra aCId West Bengal 
lakh Insured persons. _ Regions. 

(b)) Grade ]I Regions having a coverage b~tween two Gljhrta, Madras and Uttar 
takh an:! fo'u lakh Insured Persons. Pradesh. 

·(c) Grade III Regions h'lving a c)verage between one Kerala, Madhya Pradesh, Mysore 
lakh and two lakh Insured Persons. Punjab, Delhi and Andhra 

Pradesh. 

(d) Grade IV Regions haing acoverageoflessthan one Bihar, Orissa, Assam and Ra-
lakh Insured Persons. jasthan. 

(e) S:l"'·R~g30nll Office having a coverage of less than Nagour (Maharashtra). 
one I ak h Insured Persons. 

The Regional Direc1Dr 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 OfficerlDe-
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 clai.ms and other allied work. It has also set up Sub-Local Offices 
wit}.. smaller staff (supervised by the Manager of the parent Local 
Ofh"G 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 1D 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 
shan, 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 fOUf 
Principal Officers, who have under them their respective divisions; 

3.7. As mentioned earlier, the Directors of Administration an<i 
O&M deal directly with the' Director General, there being no Princi .. , 
pal Officer provided under the Act for Administrative Division. Itc. 
is understood that draft amendment to the Act seeking provision of 
one IOOl'e Principal Officer to look after Administrative Division have. 
since been forwarded by the Corporation to the CentralGovernm~nt 
in pursuance of a recommendation made by the ESIS Review Com..;, 
mit~ 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 
Gftlce have been performed by either the Insurance Commissioner ct;" 
the Financial Adviser and Chief Accounts Officer. The period fOf 
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:-

(.) Period when the office was in independent charge . 

(ii) Period when the office was held by Insurance Co-
mmissioner or Financial Adviser & Chief Accou-
nts Officer. 

a ined vacant 

From To 

1-10-49 
7-7-58 

21-3-60 

5-1-52 
17-6-69 

25-2-58 
30-9-59 

4-1-52 
29-9-59 and 
16-6-68 

~-2-S8 and 
to date 

6-7-58 and 
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 Com'btittee feel that the Corporation 
in its life of more than 20 years must have by now built up adequate 



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 C)f Prln-
eipal Offices if they are found otherwise equipped with the required 
knowledge, abilIty and experience. This would inculcate a sense 
of belonging to the Organisation in the minds of those who are down 
below iD. 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 
~riod Qf about 10 years. During the other 10 years, the post was 
tying vacant or had been held by the Insurance Commissioner or 
~8J1cial .dvi~r & Chief A.cc~ts Officer in addition to their res-
~ve ~Iltief. At.present too the F~cial Adviser & ClUef Ae~oUllts 
0fIi~ is Mrfol'lDigg the dllties o. Act~y. it is thus evident tlaat 
iJ.~ is .. ~t s\dftcient justification Wr having a separa~ post of 
Actuary. The C~itt~ rec~D~ t~t the :post of Actuary ~ 
.. aboIWIed laeqeefo .. '" and its n.netipns and dllties merg~6 ej~r, 
~ tJ.e ~e ~~ or F~4l1 Advi~f" ~\ll~~ 
Accounts Ofticer as may be considered: more aIlPl1tllrlat. ~ the 
1t~ctic.a1 pqiJ).t of view. ' 

~.ll ~~~~ ~ nq,t ~~ ~ny j~,~Ui~'"'~.~, ~i.~e,' r" t, ,OJ: cr~
~ P9.~ '" V:eputy J)i.c~t9,r ~,ue,ral or th, Fin811cial Ad,v,isel' .. 8114-
~ b" f:he I;SIS J;Wview Cormntttee. It .. ~d Iw"~y M a.dtW 
i1ia~ the ~WsatioD has, alread,y C9,ll\e of ~e ~~ much of the ,,:r.-
cedure and practices are now well-settled. Besides, tt would nt~n 
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 :frincipal Officer to hold charge of administrative Division with 
a view to relieve the Director General of his duty of looking after 
4.irectly 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 
deerease in t1reir number which is bound to occur with changed con-
ditions and exigencies, may not Jequire an amendment in the Ad. 
!'his would en,sure flexibility anl"avoid the lengthy process of amen" 
ing the Act for the purpose. 



If! 
(MgU1J.t.ratiml .. Method. 

3.13. The 0&)/1 ~vision ~t the Headquarters O8lce was set up in 
..Tune, 1968 presuml;lb~y in pursuance of' the recommendation of the 
E$.IS Review Committee maqe in February, 1966. It is an integ ted 
division looking after the work of Oragnisation and Methods, h ... in· 
ing of ESI Staff, recommendations of ESIS Review Committee and 
Research and Investigation undertaken by the International Social 
Security Association . 

. StQ.:f/ing 

3.14. A$ sta~d earlier, the Headquarters Offices controls the Re-
.gional omces ~J;dcl1 au r~SJ;lQnsible.fQr apmiDj~tra~on qt the scheme 
in their respective regions. The payment to benefits claims are 
~ by the LQCal Oftices. 

3 ... 1.5. The s~ ill. the .1J~~4quarte.rs ~e is pro~i~~ on the basis 
~!. n~b~~ o~ x:ecei,pts an.4 i~Sll~~. 't:he s~ in t11;e Re~ Offices 
i! ¥~~vic:!.~ on t~~' 1?a~i"s qt q.umber of eIDployees atta~hed to the 
~~g~_ ~9 tg Lo<;aJ Qf!ice~. on the Qas!s of n~b~r of ~enefit pay-
~~!l~ zn~~~~ 

3.16. The staff positiou in Headquarters Oftice and its Regional and 
Local Offices during the period froin 1956-57~ to 1967-6& has been 88 

:!~oWq. ~~!QW;:-

~s6-S'1 III6IrC. I9ti~ 
. 1968-69 

HqdS. -li67 Hq'tli. 'itS,- Hqas'-RO( Hqds. ROI 
LU . 1,.0 Ip LO 

Qus I (excluding.P.O.S.) 8 3f; 2.1 4(1 31 90 24 98 

Q~.I~ 3 30 12 57 21 94 19 99 

'Class III . 102 1336 150 2623 230 4387 210 4711 

'Clas. IV . 42 430 72 885 93 1440 86 14S2 

TQTAL ISS 1832 255 3613 375 60II 339 6360 

GRAND TOTAL 198.7 3868 6386 6699 

3.17. In reply to a written question, it has been stated that 'the 
staffing pattern at the Regional Offices and Local Offices was inter-
nally reviewed and yard-stick formulated in 1951i.,.56. No regular 
reView of the yard·stick was done thereafter except on ad hoc basis 
,on the individual merits of a case'. 
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3.18. In reply to another question, it is stated that after the 0&14 
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 are:-

(i) separate yardstick has been framed for the Local Offices 
having benefit file system and for those having ledger sys-
tem. As against the provision '<1f 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. 

(ii) Provision of LDCs for miscellaneous items of work, which 
is sanctioned at present at the rate of 50 per cent of LDCs 
sanct:-oned 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. 

(iii) UDCs are being sanctioned under the current yardstick on 
the basis of 113rd of the total strength '<1f LDCs in a Local 

. Office, whereas the yardstick formulated on the basis of 
the work study suggests a UDC equivalent to 30 per cent 
of the total strength of LDCs under the benefit file system. 

(iv) Whereas under the current yardstick, a UDC ilc is pr~ 
vided for every local office, which has less than 7 class m 
staff, the proposed yardstick suggests the provision of 
UDC ilc only in Local Offices making an average of at least 
50 payments per day. 

(v) 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.. 

(vi) 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 ex~erimental stage. 
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.a.u. The Committee are unhappy to observe that no systematic 
:attempts were made since the inception of the ESIC in October. 
1948 to review the norms and standards for the staffing pattern in 
an expanding organisation like E.S~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 
.8 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 pattem 
on the lines suggested by the ESIS Review Committee. The 
Committee 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 ani Inspection 

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. It is noted that the ESIS Review' Committee in their Report 
:suggested that each Regional Office should have a Survey Branch 
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~Il.~ert.1le . cQntrol of an officer of the rank of a Deputy or' an .i'\'Ssis-
ta:p.t Regional Director to arrange a periodieal survey of each Local 
O)tfce in the region by a team of officers, the Chief of which shoUld. 
be 6f a status equal to or higher than that of Local Office Dlanager 
whose work is to be inspected. The recommendation is yet to be 
implemented. 

3".22. The Committee are not conVinced by the statement of. the 
Dltedor General that there is not much scope for corruption in view 
of the small amount of daiins and the claimants' right to approach 
Local Office Manager or the Regional birector. In their opinion, for 
oiIices having meet pUDlicdeanJigs, particularly cash payments in 
pms'liance of pubfic claims, there should be some kind of vigilance 
to keep a check on compt p~iictices which DUlY result in harassment 
to file dajtDarlls and somenmes fu the denial of payments even. 
They recoirUnend that a' VIgiI8rice and Inspection Cell W1der 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 hom the claimants if they are encoW1tering 
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 wer~ last revised in August, 1959. Consequent upon amend-
ments to the E.SJ. Act, the procedures were reviewed in the light 
of new requirements and brief manuals on modifications etc. were 
circulated to the regions in lIIovember, 1967. Thereafter claims pay-
ment procedures in the Local 6fficE;s -were reViewed in December, 
19'68 at the tilne of introduction of the ledger sYstem with a view 
to . conform tnemto new pattern. It is fUrtherstited that a further 
detail'ed reView of themariutlls of procedures is Cti'iT'ently in pro-
gress. 

3.24. At present there are il'bout45 :for1ns for use by insured 
persons, so· forms tor eri?-p1~Yets and us O'therfOrms. Recently, 
O&M has' carrIed 'ciutthe 'following st~lesto sifttplify 'the working 
and ratiorialisesome of 'the 'forms 'in use :-

-(a) Study of the Stock and Issue ~gisters' for duplicate 
identity cards maintained in ~cal Offices 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; 

(c) 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 fin.ancing of the scheme and on the other hand 
the task af providing 'benefits of diJIerent kinds to the millions of 
beneficiaries bulk of whom may not even be knowing how to resd 
or write their own mother tongue. The Committee, therefore~ 
suggest that the detailed review currently in progress should aim at 
evolving saclt procedures at various levels, especially in Local 
Oftices which deal with payments of claims, as are capable of 
resulting in prompt serviee to the beneficiaries. Such a review 
sh.eald DOW oDwards be a coatiaUGUS process so that the system may 
be eqaippel with. m«Mlern tetlmiftues and methods obtaiaing in other 
c08lltries haviBg similar IIlIIuraace seJaemes. 

3.2:6. The Committee fUrther suggest th.at vaiiOtis forms to 1te-
fi11e4 1q) by 1teil~ftciaries shlmld be prlrited 81sG 1ft otJter ~tt 
languages than English/Hindi so as to make them easily uft41er-
standable. 
Training 

3.27. The training programme has been started by the O&M 
Division froin December, 1968 and is initially intebded for oineen; 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 InspectorslLocal Office Managers _ trained so far is about 
10Q , ' 

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 lnspectors 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 utilised in the administration 
of the scheme. ( 

3.30. The Committee regret to note that although the Corporation 
came into lteing 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 
ilnportance of which cannot be overemphasised particularly in a 
social security organisation like ESIC which have to extend a help-
ing hand to the people belone:in~ to poorest section of the society. 
Now that a bee;i,nning has been made, they hope that the training 
programme will be carried on regularly and systematically.' The 
Committee also recommend that a suitable eurrieula be fonnulated 
for the different courses of training 'or 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, regulation~ 
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; zegarc:ting the method of recruitment, pay ana allowances, discipline. 
_ IUperannuation 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-
<.Ilection, he informed the Committee as under:-

" ...... 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-
1ion. 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 worthwbile 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 wbich 
the Corporation is regarded as an 'iBdustry' under the Industrial Dis-
p-gtes Act, whDe its employees are treated as Central Government 
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emJll~~ 'q~ _RD. ,ptac:tical Jl1llJPOS"S. _ ,'£bey ,"WIP&t .,. .Iii.,. _ ¥ 

iilent mollld examine this~n ,and take.uit.aJale ~s :&D t_ .. 
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 ,almo&t constantly 
rising since 1960-61 while it could reasonably be expected to go down 
with the progressive extension of the scheme. 

3.38. The figu~ relating to administrative cost per insuYed: 
worker apd as a percentage of the income fromcontributionsaince 
1960-61 to 19a7-$are as given below:-
---------

1960-61 

1961-62 • 1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

Year 
Cost per 

Insured 
worker 

Rs. 

6'11 

6'23 

6'83 

7'33 

7'07 

7'43 

8'29 

~'_75 

Cost as 
percentage to 
incwme ,from 
contrib'ut ions-

(%:) 

11'48 
;III 
12'01 

10'43 

10'23 

9'86 

10'08 

10'72 

iI'tll 

3.39. The ~om.parati1Ve rise inadm<inistrative expenditnre,coverage 
of employees, eontri:bu1iuns coH!eeted ami expeMHture 'On ·betteftts: 
dl.l:l'io« the tleriod iteQ451 to 1887..:.68 is as ~-

I~ -19'61-61 
Percentq.e ;or 

iaareMe 

Administrative cost , Rs. I'CO,n crores Rs. 2' 87 ::rores 1$5'9% 

Coverage 16· 77 lakhs 33'91 lakhs 102% 

Coturib_1l8 ~ Roll, 8~75 OlICIftS Ri. 26·00R emres !91% 
BJt1Iendituft OIl beDelts Ros. 5'97 crares Rs. 23'90 qores 300% 
----
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3.40. Explaining the reasonsi.ar the,4/.bovemera.t1oDed ~.m 

the ad'rniniStra'titre expendIture, the MinistJ;y have stated that "it. is 
'inarnly due torise in the cost of livingr rise in the costs of mate:r:ial 
and equipmellt 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 cOqlpal'ed to the 
percentage increase in contributions collected and the expenwture 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 hi India coxnpared with other countries having 
similar social security schemes. In reply they have stated that the-
figures are not readily available. 

3.42. The Commit~ feel that with the extension of eovel'age 
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 
nnd allowances of officers and staff,in their view the steep rise in 
administrati~ cost can hardly be justified. They suggest that an 
integrated plan which may in:e, alia include measures such as 
review of stllfllng pattern and rationalisation of work processes and 
procedure at all levels, austerity in office furnishings aJid equip-
ments etc., may be drawn up for effecting necessary economy 
consistent with the efficient execution of the iAsurance scheme. 

R Budget and Fhtanee 

Budget estimates 

3.~3. Expenditure on Revenue Account of the Corporation is 
classified as under:-

1. Expenditure on ben.afi:ts. 

2. AdmfniStl'ativeexpenses. 
3. Hospitals 8Dd-,~ 

3.44. The expenditure on benefits to Insured Persons consists of 
mainly Medical Ben'efit, Cash -Benefits (SiCknesS Benefit,-Materirlty, 
DisabL~nl~nt and 'Dependants' Benefits) and other minor 'Benefits. 
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The expenditure on Medical Benefit forms ~orporat1on'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-

.cCurredipayments made during the last 3 years and provisions made 
BS 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 617 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-
cellaneol1s 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 plannLllg 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. 

3.47. 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 ancf 
actual expenditure in respect of certain items as indicated below:--
------

Variations between 1965-66 1966-67 1-667-68 

Expenditure on Revenue 
Account 

Dependants/Benefit Original & revised +3"7% -14"1% X 2 "o'}'. 

Revised & actual -13"9% +8"8% -6'1% 

Expenditure on Capital 
Account 

Hospitals and Dispensaries Original & revised -31"2% -26"0% 20"8% 
Revised & actuaJ. -5'5% -22"3% 

Equipments of Hospitals etc. " Original & revised -68"91% -44"4% +16"6% 

Revised & actuaJ. -10"3% -92"4% -56'3% 
Buildings for officers and staff . Original & revised t73'3% +20"0% -30%. 

~uarters. 
Revised & actUal -"08% -8'5% -12'4%. 

3.49. The Committee cODSider that the pe1"Centage of variatiODS 
UDder the above.:mentioned S1I.h~ads h. on the high side. The 
Committee trust that eftective steps will be' taken to ensure that the 
estimates framed are rea1isti~, thu~ avoiding Nth budgeting on low 
as well as on the sate side. 

Financial position 

3.50. While considering its financial position at a meeting held OR: 
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. 

3.52. 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 cQ1lStru.ction programme the Sub-Committee appreciated, th,~t 
until now, the construction of E.S.I. Hospitals and annexes, etc. was 
made possible because of accuml'la'(ecl 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 
llccepted by the Corporation are briefly summarised below:-

(i) 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; 

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

(iin Th~.rate qf F;Wplpy~' s~l; G()l!t!"~';iQIl., ~y be raised 
fr()ffi 3,tQ.a!. tt~ q~t W.eJ. l~.J~lWiY, 1~~ 8,Rdi3t;W 
c~:g.t t9 4~ 1?E!f c~ Vl,.e.f. 1st April, Ip71l" in a~~: w.h~. th.e 
benefit provisions of the Act ar~; in !Ffff:e. ('O}is h~J ~nce 
been done). 

(iv), T4~ overall, ceiP..n~ on exp'~nditq.re on medie:a}; Q~~etlt 
shq].j.~d. be Rs. 50 I per, anp.w:p.. per ernRl:9y,ee, i~l\Jding, Stf.\~ 
Gpvernment's s~~e. Any eXce~s expenclit,ure is to bt:I 
born~. by the cQncem~d, State GovernmeI1-l 

(v) 

(vi) 

Efforts should be made to effect economy in the adminis-
tration of medical benefit by streamlining the staff patte~, 
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. 

3.54. The Committee enquired whether any long term planning 
had been thought over to tackle the financial difficulties of the Cor-
poration. 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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·oi Be. 91.~ lacs. When the Revised Estimates for 1968-69 and Bud-
IfSlEstimates fur 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 implemen:ation 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 
1Msis. With tile growing awareness among workers, fortified by the 
elumged concept of social justiee, their expectations would nator-
.ally be high and the Corporation would have to rise to the oceasioD 
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 itseH underlines the need 
-01 a..,Je.ag term. SQlmion. Tbe COlIlmittee would like tQ ~est that 
.... 81" Committee coBSisting of a few Members of the Corporation, 
re~tatives 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 SBg~ 
sattaMe ways and means ill that I!ePnt. 

Valuation of assets and liabilities 

3.'56. Under section 37 of tbe Act, the Corporation is requirecl to 
llave, at intervals of five- ye.ars, a valuation of i.ts asset.<; and liabili-
ties by a valuer appointed with the approval of the Central Gov-
ernment. The Central Government may also direct a valuation to 
be made at such other times as it may consider necessary. 

3.57. In pursuance of the above provision. three quinquennial 
valuations as on 31st March, 1954, 31st March, 1959 and 31st March, 
19lJ4, 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 
-,raluatioD 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 appolntell 
only recently. The Committee trust ht such delays would. ])e. 
avoided in future. They suggest that valuation Report Ylould be-
laid on the Table of the House and a provision to that e1feet 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 o~ 
the Table of Lok Sabha. 

3.61. The.position about the processing of the AnnualReport.1h~ 
Budget Estimates and the Audit .Report as furnished to, ~heCOm-;' 
mittee is given below:- . 

Year or Report 

1964-65 
1965-66 
1966-67 
1967-68 

(Annual Reports) 

Date of approval by 

Standing Corpora-
Committee tion 

21-3-66 22-3-66 
II-4-67 12-4-67 
16-2-68 17-2-68 
7-12-68 9-12-68 

'..: ~ 

Date of Date of'· 
StJbmis~ion laying on ,; , 

to Govt. '. the Table. 
of Lot 
Sabha ~.~ .. 

4-4-66 2004-66 
31-5-67 14-6-67 

6-8-68 29-8-68 
16-12-68 20-2-69, 

The Annual Report for the year 1968-69 has been laid on the 
Table of Lok Sabha on the 2nd April, 1970. 

Year to which Bu,l et 
Estimates relate 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

(Budget Estimates) 

Date of approval by 

Standing Corpora-
Committee tion 

24-2-64 25-2-64 

15-2-65 16-2-65 

21-3-66 28-3-66 

11-4-67 12-4-67 

16-2-68 17-2-68 

Date of Date of 
submission laving on 

to Govt. the Table 
of Lot 
Sabha 

11-3-64 28-3-64 

24-2-65 15-3-6S 

28-3-66 18-4-66 

17-4-67 14-6-6T 

:!8-2-68 25-1-68 



Year of Report 

1964-65 

1965-66 

1!)66-67 

1967-68 
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(Audit Rtport) 

Date 0( Date of approval 
receipt in 

in Ministry Standing Corpora-
from Committee tion 

A.G.C.R. 

17-8-66 31-10-66 2-11-66 

22+67 16-11-67 18-11-67 

22-7-68 .20-9-68 9-12-68 

5-12-69 13/14-2-70 14-2-70 

Date of 
laying on 

theTable of 
the Lok 

Sabha 

3°-11-66 

15-2-68 

20-2-69 

24-3-70 

It is stilted 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 bas 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 tour months of the financial 
year ~d 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 ADDul 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 a,pprovaJ. 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 



undertaken due to shortage offunGls. They were also inf.ormed 
that the annual rent of the buildings in whi<:h Regional or Local 
Offices ·were housed -at places like Ahmedabad etc. ran into more 
than 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 Patn!, Ahmedabad and Bhubaneshwar, for sub-
Regional Office, at Nagpur and icr 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 1962~9 at a total 
cost of about Rs. 11 .. M 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) Harth Calcutta Loeal Oftlee-cum-resiclential Flats. 

The plot of land measuring about 380 Sq. Yards was purchased 
by us in October, 1962 at a cost {)f Rs. 66,000/- from the Calcutta 
Improvement Tl'ust. The revised estimated cost oi the building fGl' 
a Grade-l Local Office and 4 staff quarters has been worked out 
by the CP.W.D. as Rs. 4,91,2'10/-. Out -of this Rs. 2,00,000/- has 
been deposited with the C.P.W.D. by us in December, 1968. The 
'Various stages thr,ough ·whieh the project, which is a deposit pro-
ject with .the C.P.W.D. has passed aTe 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 C.P.W.D. in August, 19'63. 

(b) In May, 1964 C.P.W.D. submit~d a sketch plan for our 
oonsideration and suggestiGns, if any. Plans were ap-
proved and delivered to C.P.W.D. in May, 1964. 
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"(c) C.P.W D. could not tak-e up preparation 1)f . OrawiDgs and 
plans, inspite of persoDaI contacts and reminders, due to 
shortage of staff, as learnt .from them. The preliminary 
drawing and estimates frDin the C.P.W;D. were received 
in September, 1965. 

'(d) The final drawings and estimates ior Rs. 3,92,900/- were 
received in 'March, 1966. We communicated ihe Director 
General's approval to C.P.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 sur-veyor of the C.P.W.D. 

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

.(g) In April, 1967 the C.P.W.D. intimated that soil testing 
would be e3Sential 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. 

(j) In January, 1968, C.P.W.D. submitted revised estimates 
for Rs. 4,91,270/-. 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 0", work order 
construction was taken up in January, 1969. 

(m) Calcutta Corporation has apin raised certain objection 
for which drawings and plans are being revised by 
C.P.W.D. 

i(ii) Baltypnge Lon! Oftiee: 

About 300 Sq. Yds. of land at the cost of~. 43,000 from the 
Calcutta 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.WD. submitted the sketch plan in Novemberr 

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, 1968, 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 
lands 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, Govermnent have informed that the 
information is still awaited from the State Govermnents. -

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 
1he ex~nt that on the one hand the Corporation has now no resources 
10 finance the construction programme and on the other plots lying 
idle are attracting unauthorised constructions, thus inviting pro-
longed 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 earnlCSt 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 IV 

COVERAGE 

A Pregress of Implementation 

4.1. Section 1(3) of the Employees' State Insurance Act empowers; 
die Central Government to bring into force the provisions of the 
said Act OD such date or dates as the Central Government may, by 
notification in the Official Gazette, appoint, and different dates may 
be appointed for different p8rts thereof. 

4.2. As stated. earlier, the benefit provisions of the Act were for 
the first time extended to about 1.30 1ak!l 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 JWy, 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, AsansoI' 
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 
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the plan: oDly to the' pmpel' implementation of the scheme 
in its Pfttsent. fonn· aDd to puttittg it ott a sound and ~te 
foundatiOn~,., 

4.4. The nUmber of employees, however" actually covered ~ 
the scheme fr<om. year to year is giveD below:-

----, .. --.-~,--~------- ---
1952 

1953 

1954 

1955 

19S6 

1957 

1958 

1959 

1960 

I¢I 

1962 

J9li3 

1964 

1965 

1966 
1967 

1968 

1969 . 
(upto 31-3-69) 

s 

TOTAL 

. 

J,C)9.5bG 

74>80:) 

7,,,,$00 
6,96,950 

J,50,9<)O 

-480450 

1,69,050 

64,900 . 

1,12,200 

610400 

84>650 

60,750 

5,90,350 

2,28,750 

S9,SSO 

26,ocib 

6o,4SQ 

69,8SO 

34n40000 

4.5. 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, l00-find 1965 Greater Bombay, 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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4.6. 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 ~chedule, 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 -shove ...... 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) 12,74,85° 6,57,600 51.5% 89 

Third Plan (1961-66) . 20,89,850 14,51,900 69·5% 139 . ' 
Post Third Plan (1966-68) 8,68,850 2,61,700 30 . 1% 41 

4.8. 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 lhat the ESI Scheme would be imple-
mented in all the important industrial areas having con-
siderable insurable population. In pursuance of this 
objective, the -sen-erne 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 2~Parganas, even though these centres also 
had considerable industrial popUlation. The main reason 
for delay in implementation of scheme in these areas was 
the diftlculty in completing satisfactory medical arrange-
ments." Apart from t'TiiS, "there had cropped at one time 
or the other, certain factors common to all States e.g. lack 



of financial resources to meet increasing share of the cost 
of medical care by the Statest absence of an agreement 
with the medical profession regarding rate of capitation 
fee---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." 

4.9. During the course or-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 ~cnerally 
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 to 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 d.iffi-
culties represented from time to time, the share of the State Govern-
ment in the cost of medical care was reduced from 113rd to 1[4th (in 
respect of irisured persons only) and to lth 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 otlier areas respectively, to Rs. 17.50 per 
family unit per annum for all areas. Filrther the emoluments of the 
ESI Doctors and other para-medical staff were made more attractive 
by granting ESr Special Allowance so as to diminish the tendency 
of the doctors and para-medical sta1f of the State Health Cadre, to 
reslst ESr appobifments. 
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4.12. Ae regards varinuastages which have to- be tmdergone from 
the initiation of the proposaI"liU the scheme is actually implemented 
in the particular area and the usual time necessary for each stage, 
the position has been expla1ned in a written note as under:-

(i) Steps to be taken by State GoveI'nment 

(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 regard"mg system of 
medical treatment, placeiplaces: :f.or imple~ntation of 
scheme and provisional t:arget dates for implementation of 
scheme, to the Corporation. 

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

(4) '1'0 set up E.I. Court for the local areM. 

(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 lmd. other staff etc. 

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

(ii) Steps to lie taken 'by the Cocporation 

(1) Determination 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) Itegistration of. insured' persens. 

(7) Issue of notification regarding first- eontribUtiom ;mel 'benefit 
periods. 
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(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 Committee are distressed to nllte that the progress of 
Implementation 0( the scheme during all these years has been. 
t:xtremely halting. Not only the original sehedule as envisaged int 
the Fi.J:st Plan was not adhered to .. tbeu 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 including the 
State Governments, played its proper role in taking timely initiative, 
effective plann.i.Qg and periodical appraisal of performance, tbe State 
Governments' preparednes& to implement the seheme would have 
been forthcoming and the results w.ould have been much better. 
The Committee wonder if the State Governments were reaDy in suell: 
a helpless position with regard to financitLI 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 inierest in the implementation of the 
scheme and cooperated with the Corporation in right earnest. 

Benefit to families: 

4.14. 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-
medieal 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 fun range 
of medical care including hospitalisation facilities are prOvided it is' 
called 'Full Medical Care'. 
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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. Aboutthese 
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 

(ii) Expanded Medical care 

(iii) Restricted Medical care 

3,01,800 

20,08,500 

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 !l745 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 wr 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 to a capital outlay of about Rs. 11.15 crores 
and a recurring expenditure of· about Rs. 8.49 crores per annum". 
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It has been added that, .. the problem of constructing and commis-
sioning the required number of beds being a giantic one both in 
respect of capital finance and man-power requirements, it naturally 
requires long term perspective planning, which is dependent on 
many factors. Unless the current financial resources of the Cor-
poration are substantially augmented, -it would not be possible to 
effectively plan for extension of full medical care to families or 
to fix a target date therefor". 

4.19. During the evidence also, the Director General stated that 
as again~t Rs. 48/- per family unit for restricted medical care, 
expanded medi~al care would cost Rs. 54/- and full care would 
cost Rs. 64/-. 

Current programme and future plans 

4.20. The Employees' State Insurance Corporation had approved 
in 1900, the following priorities:-

1. Extension of Scheme to the non-implemented areas and 
provision of . adequate medical facilities particularly for 
hospitalisation. 

2. Extension of restricted medical care to families of insured 
persons. 

3. Extension of. full medical care to families on the same scale 
including hospitalisation as for the insured persons. 

4. Measures to improve the health state of insured persons 
by:-

(a.) imparting health education to them including Yog-
asanas training; and 

(b) providing health services at the place of work. 

4.21. Based on the above priorities, the following Schemes were 
included in the Fourth Five Year Plan under the Employees' State 
Insurance Scheme:-

A. Spill over Scheme 

1. Coverage of spill over of employees and their families 1D 
all areas with insurable population of 500 and above. 
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:2. Provision of full medical care to families includit11' 

hospitalisation on the same scale a$ for IIl6Ul'ed Per-s0D6 

.3. Construction of buildings for Administrative Offices and. 
Staff quarters for the Corporation. 

B. New ProJeets . 

4. (a) In consultation with the State Governments to covet 
factories employing 10 or more persons and using poweJ 
or 20 or more without poWer, in implemented areas. 

(b) To cover shops and commercial establishments in a few 
selected centres where the State Governments are in a 
position to make in advance adequate medical arrange· 
ments for full medical benefit and are willing to extend 
the scheme to these ·ciaue5. 

(c) To make provision for new industrial establishments pro-
posed to be set up because of rapid industrialisation. 

'5. (a) Construct hospitals to provide 11 beds per 1000 famil, 
units (including those constructed during Third Plan). 

(b) Construct 500 dispensaries including those in Third Plan, 
providing 1600 Insurance Medical Officers. 

6. Integration of Social Security Scheme· Viz. Employees' 
State Insurance Cocporation and Provident Fund. 

4.22. The question of· increasing coverage by extension of the 
-scheme to other sectors was again considered by the Corporation 
when it considered the recommendations of the ESIS Review Com-
mittee in November, 1966. The ESIS Review Cominittee recom-
mended the extension of the scheme progressively in the following 
.order of priorities:-

(a) Immediately 

(i) Factories using power and employing ten or more per-
sons: factories not using power employing twenty or more 
persons. 

(ii) Running staft' of road transport undertakings not at pre-
sent covered. 

(b) During the Fourth Five Year Plan Period 

(i) All factories whether or not using power employing ten 
or more persons; 
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(ii) Shops and commercial establishments ~mploy;tigten or 
more persons; 

·(iii) "Trade and Commerce employing ~en or more persons. 

$( c) Thereafter 

0) All undertakings under (b) above employing five or tnore 
persons; 

(ii) Mines and plantations employing ten or more persons 
whether or not power is used. 

4.23. It has been stated that there has been a set back to the 
plans for extension of the scheme to other areas and sectors, due 
10 the deficit financial position cropped up during the year 1967-68. 
The Sub-Committee appointed by the Corporation on the 22nd 
March, 1969 to go into the financial position, came to the conclusion 
that the present income of the Corporation was not sufficient to 
wipe off the current arrears, to remedy the present regional im· 
"balances and to meet other minimum obligatory expenditure. 

4.24. In response to a question, it has been mentioned that -;ut 
-of. the target of covering all factories with an insurable population 
-of more than 500 fixed for the Third Plan period, about 5.65 lakh 
-employees are yet to be covered under the s~heme. The current 
priority has, therefore, been confined to the extension of the scheme 
10 sueh non-implemented areas. The Corporation intends to cover 
-an these areas by the end of Fourth Plan subject to the completion 
of necessary medical ancillary arrangements by the State Govern-
ments. However, the question of extension to more areas and other 
-sectors as recommended by the ESIS Review Committee and accept-
ed by the Corporation in principle, is being examined with a view 
to determining in the first instance whether any legislative amend-
ment would be necessary for the purpose. Government have also 
'stated that although some preliminary data regarding the number 
of persons likely to be coveI'd in the first 2 or 3 groups recommended 
'by the Review Committee has been collected, it will take some 
time before the Act is extended to other sectG'fs. 

4..25. The representatives of both the employees' and employers' 
organisations who appeared bef.')re the Committee laid emphasis 
on the consolidation of the Scheme under the existing coverage 
before it was extended further to new sectors. The consolidation 
process should include coverage of unimplemented areas, extension 
~f medical benefit to families of workers and improvement in 
medical services. 



4.26. As for areas with an insurable population of less than 500, 
involving about 1.68 lakh employees in 1,872 Centres in various 
States, the representative of the Ministry stated that it ~s not 
proposed to cover these· areas as it would not be economical to 
provide medical facilities. Explaining further, it has been stated 
in a written reply that since the scheme has not yet been extended 
to all areas with larger concentration of workers, a study to work 
out the total amount of excess expenditure likely to be covered on 
coverage of these areas has not been made. The question of the 
extension of the scheme to these areas would, however, be con-
sidered when the State Governments are in a position to provide 
necessary medical care. It has been added that as and when the 
scheme is extended to other sectors, viz., shops etc.. such sparse 
areas would provide the base for a larger coverage and such of them 
as are found to become viable units with the inclusion of these 
sectors, would then be considered for extension oi the scheme. 

Wage ceiling. 

4.27. The ESIS Review Committee has suggested that the wage 
limit for coverage of an employee should, in the first instance, be 
raised from Rs. 5001- to Rs. 1,0001- per month. It has also recom-
mended that a provision should be made in the Act- empowering 
the Central Government to raise the ceiling from time to time. 
The Review Committee felt that there were very few countries in 
which the wage ceiling was applied in schemes of social security 
and also that this sort of restriction complicated the administration 
of insurance system. The Corporation and the Central Government 
have accepted the recommendation. 

4.28. The representative of the employers has, however, pleaded 
with the Committee that it would not be desirable to raise the wage 
ceiling. His view point was that since it had not yet .been possible 
to cover those who were eligible under the present limit, there was 
little meaning in widening the sphere of application whi.ch would 
result only in more dissatisfaction among employees. The same 
view was shared by a representative of medical profession who 
informed the Committee that with the existing quantum cf medical 
care, it was found often difficult to satisfy' even employees in re-
ceipt of more than Rs.· 300/- per month. 

4.29. The Committee ftDdthat although the poJiey decisloft to 
eUend the medlea1 beGeM to families of insured pel'SOllS was takeD 
by the Corporation as early as 1955, It was aetually implementetl 
from 1958 onwards. Up till now only a small pereentage of the 
total family units Is eUgible for hospitalisation faeiUtles, Ute rest 
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being either entitled merely to restricted or expanded medltal care. 
The Committee also find that the only target to be achieved by the 
end of Fourth Plan Period is to extend the scheme to such areas 
with an Insurable population of 500 and above, as could not be 
covered so far. The extension of the scheme to new sectors. Is not 
oontemplated at all. Moreover it would complicate matters further 
both financially as well as administratively as soon as the wage 
ceiling for coverage Is raised from Rs. 500 to Rs. 1000 whlch has 
already been agreed to by the. Corpo~tlOIl. Simllarly the posst-
bUfty of raising even progressively the standard of medleal care to 
famDies Is remote or rather nil in view of the reeentlycleclded 
expenditure ceiling of Rs. 50 per family unit. All this Is indicative 
of lack of planning as well as absence of a &eDSe of urgency wtIIdl 
the problems of social security for weaker section of society deserve. 
The Committee strongly recommend tbat a small Committee con-
sisting of the members of the Corporation and other experis, .. 
earlier suggested in para 3.55 above should go into aU aspects of 
present and future plans of the Corporation and make a Itbdy to 
work out a tlme.bound viable programme for phased ezteaslon as 
well as perspective planning in respect of ways and means to sup-
port the extension programme already accepted in principle by the 
Corporation. 

B. Exemption 

4.30. Sections 87 to 91 of the Employees' State Insurance Act 
provide for exemption of factories and employees from all or any 
of the provisions of the Act under certain conditions. Under 
Section 87, the appropriate Government may, by notification in the 
official gazette, and subject to such conditions as may be specified 
in the notification, exempt any factory or establishment or class of 
factories or establishments in any specified areas, from the opera-
tion of the Act for a period not exceeding one year at a time. Sec-
tion 88 similarly provides for exemption of any persons or class of 

. persons employed in any factory or establishment or' class of fac-
tories or establishments from the operation of the Ad. The Cor-
poration' 'can. make any representation it may wish to make in 
regard to the proposal for exemption. Section 90 empowers the 
appropriate Government to exempt any factory or establishII)~nt 
belonging to the Governmen.tQr any local authority, if.the employees 
in any such factory or establishment. are.. otherwise in receipt of 
benefit substantially similar or 9uperior to the benefits provided 
under the Act. 

4.31. The following number of fRctories in various StateslUnion 
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Territories· have been exempted from the opera:tion M the' scheme' 
by iBdividual ootiftcations on-merits of each case:--

FHtories belonging to 

(I) CelUral Governm~nt 

(2)' Swc Oovemrnem: 
. @ Local Bodie!! 

(4) _ Public S.ector 

--(os). P"IiTate Secaor 

No. 

246 
75 

4~ 

26 

4-:32. In addition to the -above factories, -the factories of the 
fbnoW'iilg categorie!diave alsO been grantea' exemption ISy general 
fttitifteations::"'::" -

(l~ Factories belonging t-o 'Ministries of -Defence &, Railways; 

(2)_ Fact~ri~s situated -in sparse- areas _ ';~ving an insurable 
population of les~ tha~ 500 (Exempteq. u_ri.der _Section 
73-F of the Act only). 

(3) Factories engaged in the following processes which are 
considered seasonal in nature in terms of Section 2(12) 
of -Employees' State Irtsurance Act:---

(i) Redry~ng unmanufactured leaf tobacco; 

(ii)- Rice Milling; 

(iii), Cold Storage (with manufacture of Ice); 

(iV) Salt Manufacture; 

(v) Oil M!lls; 

(vi) lee Manufacture; 

(vii) Wool pressing either with or without Cotton pressing 
and ginning . (Exempted under Section 87 and 73-F of 
the Act) .. 

4.33. AccOrding to the general policy for granting exemption, 
the Government aRei lb'eal body factories . are granted exemption 
provideCi that the benefits available to the employees are substanti-
ally similar to those provided under the ESI Scheme. The public 
and private sector undertakings are granted exemption if the bene-
fits admissible to the employees on an-' overall assessment are 
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Mlperior to those provided under the scheme. It; is' also necessary 
thatwoIiterSshbuld agree to the exemptio!l being gran.fed. The 
wislres of>.- the workers are ascertained by the employer' displaying-
ariotiee together with a copy of application for eXempti9n, sayinlt 
that the· objeetions, if any; of the workers to the: grantof renewal 
of' exemption might be sent by tllemto the concerned Regjonal' 
llireetor direct. ..' ., . r 

... 
4.34. In response to a question, it has been stated that the cases 

of .. exemp.tion.,to Government f~tories· under section, 9().,a£6'motlsub-
ji!at to. peciodioal review,. ~t .. exemption is' r-enewed· Oft }'l!a~. tg ·year' 
basis where it is granted bv individual notifinaj;iOJ.J.s:-,·.Th,e-. exemp-
tions to private and public sector undertakings under Section 87 
ara. granted. on, y.ear,.to-year ·basis- and-aIle .subjpet·,·to· p&riodical 
review:~ The r,epr.esentative 9f the- Mim~tr-yj hm.!re:ver,. during his 
e~D.Ce, '. as&LlC.aQl the . Committee that ther.-e! is no. disel'im.ination as 

. such in ,d&ciding: whether. any . .one-. in. the· pl'ivate:OP pablic sector 
is entitled tel- oo·is-, eligible for.ex~mption, 

4.35. Asked during, evidenc~ whether any a9m~nistratiJre difficul-
. ties were envisaged if all sorts of. exemptions were done away with 
.by; amendment of the Act, the Director General stated as under:-

"Speaking for myself, I would. personally welcome it, 
.- because it has been somewhat a matter of surprise to me 

that there should' be no anxiety or serious concern in the 
Corporation with regard to thi~ ex.tension of activities. 
If we feel that a scheme of security, as provided by the 
Employees' State Insurance Act is 'a good. thing, then we 
must extend it and also try to have uniformity of standards 

. allover tJte. cGuntTy as- f~ as-Iabeu» populati911 is concrern,. 
elL After all if we start giving exemptions- wholesale, 
naturally our sphere of activities will have to shrink and 
our finances will be lowered. We win ne.t. be able to; have 
COV.eIra§! nor we would, be able· to oifel' best fEilities to 
workeIls. It is· all a· ~uestiQD; of pooling., of. r.e5ources, and 
mer-e we. will luwe the- greater the inoome and greater 
the- faeilities· that we will· be able·to offer." 

4.36. The Director General, however, subsequently added:-

"I would not sa~ that the stage has now come where we 
sbeuld do away with eJremptioos. ! think of long term 
poliey~ ....... In mosrb of the factories w.Aich U'e exempted 
today, workers: have- got a reasonable. !)llOtedi.on against 
diseases, bad health anu accidents. 1 am only thinking 
of· eventually". 
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4.37. In reply to another question, the Director General stated 
that f.or exemptions the employees and not the employers were 
found to be keen as they did not want to pay. For example in 
Jamshedpur-specially in TELCO, TISCO and other big firms, the 
Director General mentioned, there exists a strong feeling amonsst 
workers about the extension of the Scheme to them and because of 
this 10 to 12 thousand workers in small units were getting nQ kind 
of facUities. 

4.38. Thequestio~ of ·granting exemption was also considered by 
the ESIS Review Committee. The ReView Committee made the 
following 'suggestions:';"" 

(I) The provisions in the Act for grant of exemption to cer-
tain establishments Should be ti!htened up so as to permit 
exemptidn' only in exceptional ciI-cumstances or where 
administtatively it is not possible to reach the benefits of 
the Scheme to particular groups of. employees. 

(ti) Exemption may be granted only when: 

'(a) The prevailing benefits' enjoyed by the employees in 
the establishment concerned are superior on an overall 
assessment to those that could be provided under the 
Employees' State Insurance Scheme; and 

(b) The employees concerned themselves clearly desire 
that the establishment should be exempted from the 
application of the Scheme. 

'(iii) No distinction should be made between the private sector 
and the public sector in the grant of exemptions. 

(iv) All cases where exemption from the scheme is applied 
for should be carefully screened by a suitable machinery 
to ascertain the overall superiority of the prevailing bene-
fits. The representatives of the labour organisations 
should be associated with the screening process. 

(v) To ensure uniformity, the authority to grant exemption 
should vest in the Central Government, which should be 
guided in: its decision by the recommendations that the 
Employees' State Insurance Corporation may make after 
each application for exemption is screened as recom-
mended in (iv) above. The Central Government wlll 
dMlbtless consult the State Government concerned also. 



(vi) Exemptions granted as above should be subject to 
periodical review. 

4.39. The Committee are in &"eJleral agreement with &.he recom-
mendations made by the ESlS . Review Committee in r~ to 
tJptenIDg up of the sta~tory ~visloD8 'and the procedure relating 
to the grant of exemption from the scheme. The Committee would 
further ~DI.,...,.tbatall ·CI8eS,'Of . exempti-. after havill&' been 
processed by the machinery as BURested by the Review Committee. _aid be euefuDy considered by the CorporatioD/GoVenuBellt. 
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eeNTRIBUTIONS 

.5~; '1I'be tElri~'. :State'ms1n'ahte Siclft!m.e -is. 'financed tna!rfiy 
by the contributions of the insured persons and their employers. 
The rates of these contributions have been fixed into nine slabs as 
indicatedhelow (vide Schedule I to the Act):"':"" 

TABLE 

Group of employees whose average daily 
wages are 

I. Below Re. I 

2. Re. I and above but below Rs. I' 50 

3· Rs. I • 50 and above but below Rs. 2 

4. Rs. 2 and above but below Rs. 3 

5. Rs. 3 and aove but below RI. 4 

6. Rs. 4 and above but below Rs. 6 

7. Rs. 6 and above but below Rs. 8 

8. Rs. 8 and above but below Rs. IS 

9. RI. 15 and above 

~ 

Employees' Employers' Total 
weekly weekly weekly 

contribution contribution contribution 
(recoverable (employers' 

from and 
employees) employees' 

p p 

Nil 4S 

Nil 45 

25 50 

40 80 

50 100 

70 140 

95 190 

t2S 250 

175 350 

contnbu-
tion) 

P 

4~ 

45 

7S 

120 

150 

210 

285 

375 

52 5 



Employee's Contribution 

5.2. The rates of E1Ilployee's contribution and Employer's Con-
tr.ibution according to the above Table are in the ratio of 1:2. 
However, as stated earlier in Chapter I of the Report, in view of 
the objection raised by the employers of Delhi and Kanpur at the 
initial stages of implementation of the scheme to--those areas, the 
Act was amended in 1952 and -a new Chapter VA. entitled 'Trans-
itory Provisions' was inserted to provide for the levy of Employer's 
Special Contribution all over the country at such percentage of the 
total wage bill of the employer as may be notified by the Central 
Government but not exceeding 5 per cent, in lieu of the Employer's 
Contribution specified in Schedule I to the Act. The Central Gov-
ernment accordingly notified the rate of Employer's Special Con-
tribution as lith per cent of the total wage bill for employers in 
the areas where benefit provisions of the Act were enforced (i.e., 
implemented areas) and as ith per cent of the wage bill "for 
employers in non-implemented areas· While the rate for non-
implemented areas continues to be the same upto date, the rate for 
implemented areas has been raised to 21 per cent with effect from 
1st April 1962, to 3 percent from 1st April, 1968 and to 3!per cent 
from 1st January 1970. The rate has been raised .further to 4 per 
cent with effect from 1st April, 1970. Thus, at present, while the 
rate of Employees' Contribution work out to be about 2.3 per cent 
of the wages, the rate of Employer's Special Contribution is only 
4 per cent, though of course excluding the rate in non-implemented 
areas. In any case, the present rate of Employer's Special- Contri-
bution is even now not in the ratio of 1:2 as envisaged origin,ally. 

5.3. While introducing the transitory provision relating to Em-
ployer's Special ContributIon in lieu of the scheduled rate, the 
assumption besides to avoid any competitive disadvantages for 
employers in implemented areas over those in non-implemented 
areas, was that the total collection on account of Employer's Special 
Contribution in both the implemented as well as non-implemented 
areas would be more or less e.qual to the collection which "would 
have otherwise been made at the rate specified in SChedule -I io the 
Act. This assumption, however, proverl valid only for the -first -few 
years of the working of the scheme. The Employee'sContributian 
realised during subsequent years, instead of being half of the total 
Employef'sSpecial Contribution, far exoeededthe. amount of Em-
ployer's SpecialContributfon. Although the position showed -sign 
of change from 1962-63 after the rate was raised in April, 1962 and 
April, 1968, it still does not conform to the ratio under the original 



provlSlons. The following statement indicates the amount of Em-
ployees' Contribution and Employer's Special Contribution received 
during the years 1951-52 to 1968-69:-

--- ._------
I!.mployecs· Employers' 

Year ~ contribution . Special 
- .Co.1triburion 

--
Rs RI. 

19,1-,:l I~.I09 NIL 

19,:l-'3 3°.73,643 1,31>40,677 

1953-S4 34.69,007 1.76>43.'94 

19S4-" 97,26,312 1.87 ,119,480 

19S5-,6 2,39.61,29° 2~5,:l9.288 

19s6-S7 3,22,02,234 2,59,39,404 

1957-,8 3,,:l.53,954 2,83>41,308 

1958-59 3,81,11.95° 2,90,24,08 1 

1959-60 4,08,09~52 3,18,53,731 , 
1960-61 ,,01.07,123 3,73,62,109 

1961-6:l '>43~0,024 4,01.53.612 

1~-63 6,01,68,840 6.'3.66~6S; 

1963-64 6,64,13,980 8,10,90,0, 

1964-65 8,87.93,177 9,96,74t4n 

1965-66 10,39,69,964 11,67.12.838 

(966-67 II,SO,8o,309 n·93.37.103 

1967-68 UM,28,148 13,64,06,909 

1968-69 13,96.s1~77 18.42,65,198 

TOTo\L 98,96.77,193 1.07.76,3°,058 

5.4. The Employees' Organisations in their memoranda submitted 
to the Committee have represented to the Committee that the rate 
of contribution payable by the employers shOUld be raised to the 
acheduled rate. 

5.5. During evidence, the Director General also conceded that 
it was the ripe time for repealing the Transitory Provisions of 
Chapter VA. 
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5.6. In this connection, it may be recalled that the Study. Group 
on Social Security set up by the Ministry of Labour and Employ-
ment recommended in its Report (1958) that as soon as sixteen 
lakhs of workers were covered by the benefit provisions of the Act, 
the contribution from employers in the covered areas should be 
raised to· the statutory maximum and from the same date levy of 
contributions on employers in the uncovered. areas should cease. 
Recently the ESIS Review Committee also recommended that the 
Transitional Provisions should be dropped forthwith. 

5.7. The Committee are surprised to note that iuspite of the 
reeommendation IIUlde by the Study Group on Social Security in 
1958 and Blain by the ESIS Review Committee in 1966, the Govern, 
ment have thoucht it fit to retain the transitory provisions in the 
£81 Act uptil now. They cODSider that the retention of these pro-
visions for such a 1011& period have Deitber been conducive to the 
implementation aDd growth of the scheme DOr eVeD served the 
interest of employers as a whole. With the recent deeision of the 
Government to raise the Employer's Special Contrihution to 4: pez 
cent for implemented areas in order to enaWe the Corporation to 
meet its outstandjng liabilities on revenue account and a part of its 
committed capital programme, it bas become dear that Government 
too are veering round to the view that the restoration of the sche-
duled. rate of employer's contribution is essentially called. for. The 
Committee urge that Government should take early steps to repeal 
these provisions so that the financial resourees of the Corporation 
to that extent are assured and facilitate future planning. 

Employers' Contribution 

5.B. Under the existing provisions, an insured person whose 
average daily wage is below Rs. 1.50 is exempted from payment of 
employees' contribution. The original limit of· Re. 1 was enhanced 
to the present limit by the Amendment Act of 1966. It is under-
stood that the proposal itself to increase the limit was originally 
made in 1961. 

5.9. In a memorandum submitted to the Committee, an Emplo-
yees' Organisation has suggested. that the exemption limit should be 
nosed to Rs 3. However, another Employee's Organisation has 
favoured the limit of Rs. 2. 

5.10. The question of raising the exemption limit was considered 
by the ESIS Review Committee who recommended the raising of 
the limit to Rs. 2 immediately with a provision for review of the 
position at the time of the next valuation. 
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'S.H.1n response to a question if any decision has by now. ~en 
taken on the above recommendation of the Review Committee. 
'3overnment have stated:-

"'This· was one of the' recommendations' of the ESIS Review 
'Committee on which a note of dissent w,as appended" by 
,'the representatives of' the employees. The view of' the 
representatives was that the exemption limit should be 
raised imm.ediately to ItS. 3 per day instead of Rs'. 2 per 
day. The Corporation ac~epteg: the wage~t,1lf. Rs. ~ 

per day as recommend~ qy, ,a mai.ori~y Qf, t,he . ~s 
of theESIS Rev,iew,Co~ID.itteeJor ,,~elI!Ption Jr.om. pay= 
ment of Employees: COlltri!;>uti<m., The Chair~ofthe 
CorporatiOn . (Union Mini~r for, La1?9W:, E~ploy.ment 
and Rehabili~tion), _s4ggested. 1hat1he ,Question ;of ,ex-
emption from paY:qlent of employees' contriblltion in 
respect ~f~eII!ployees dr~wm.g not less than ,Rs. 4 per day 
and not more t~n Rs .. 3 per day ~ay be ~ft_tothe .Gov.-
ernment for decision. 

. ' 

As this is a recommendation, which was not unanimous, it 
has' to be placed before the .Sta~ding,Labour.C;o~t.tee 
of thelndian 'La~ur,Conference ·in . .accordance with the 
decision of ;the COIllffiittee that, the ,Unani~ous ,recom-
m~ndation of the E~S ReviewCommit~ee accepted by 
the ESICorporation, ,should ~in?-ple~e~d, ex~it
iously and the rest may be brought up before it (the 
Standing Labour Committee) agaIn." 
.' .' 

5.12. In t~sconnection, the National Commission on Labour has 
made the following observations:-

"Since the publication of the report in February, 1966,the 
price' level has gone up further. Keeping ,in view the 
accepted principles for exempting the low-paid employees 
:from, payment of contributions and taking a long, view of 
the matter ,and the suggestions we nave made: under 
'~Remuneration for 'Work", we recommend that 'the limit 
for exemption should be raised toRs. 4 per day ... • 

5:13. The representative of the'Ministry during his evidence 
informed the Committee that 'Government would take a decision on 
this question when they considered other recommendations of the 
Labour Commission. 



f9T 

5.14. -DIe ~ ce VI ....... n ·tbat in -view ofa marked rise 
in '*elG8St iOf Jivi ........ -in -reaent -YeBS,any steps should be 
-taken.,.by .the Govenmeat io aise,the >eUDlp&ien-limit to-&. 3.00 'per -. 
R:ec011ery&'aneorsof contributioM 

5.15. Aecording -to Section 40 of the Act, the principal employer 
is respOnsible for payment of both the Employers' Special Contribu-
tion and ,BmplD)lI!IeS"Oontribution in respect of every employee, 
whether rflireetly~loyed 'by him or by or through -an immediate 
employer. Heris eatitJ.ed 10 :recover the Employee's'Cohtribution 
from the employees' wages. He can also recover from the immediate 
employer the total contribution paid en his behalf. In turn, the 
immediate employer is entitled to recover Employee's Contribution 
from the wues eff the employees employed by or through him. The 
recovery of:the contrihntiml from -the employees has to be from the 
wages pertaining to the Period to which the contribution relates and 
not otherwise. The Act provides for payment of contributions for 
each week during -the whole or part of which an employee is em-
ployed whether or not wages are paid . 

.5.16. The ,RegulatioJls :relating to the collections of contributions 
provide that every contribution payable under the Act shall be paid 
by affixing contribution stamps on the Centribution Card of the em-
ployee. An -exception is made where, subject to the directions of the 
Standing Committee, -the Director General has -approved of an 
arrangement for payment of the contribution in cash or payment of 
-1he'contributionthI'ough 'franking machine for which licence is 
.graI1ted by the'CorpoAtion 'Subject tofu:1filment of eertain conditions. 

5.17. The employers are required to maintain a sepaJ:ate Contri-
'btttion 'Card in respect of each employee. The Contribution Card 
Temains cilrrent tm the end of the contribution period iIi respect of 
the person to whom it -relates. After the expiry of each contribution 
period the Contribution Card are reqUired to be returned to the Cor-
parationaloniwtth -a Return of Contribution Cards in triplicate 
-within :a . speclfied -time. -'Phe -. insured persons are divided into 3 sets 
A, ,B :and.lC :asd 'for eaCh 'of these sets the Contribution ,Period com-
menceS and·ends 'on -diftePent ·uates. There are, thus, six Contribu-
-ttens :FePiads . in a year and -Contribution Cards are 'required to be 
1IeIlt 'by the emph1y'er-10 flieCOl'POration at the-end 'of each contribu-
tion period. 
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5.18. The Employees' Contribution is payable at·' tneexpiry- of 
forty-two days of th.e.ending of,each contribution 'petibd.' The~Em~ 
:plQy~r's ~pec~, ~n.tribut.ion",' is ,payableqtl~rterly itl11res{>i!et 'of 
quarters ending on 31st March, 30th June, 30th September and31~t 
December each year, and within thirty days of the ending of each 
quarter. It is stated that in actual practice, tlne ,employers, do not 
adhere to the prescribed time-limits and generally clear the dues 
within 3 to 9 months of the expiry of t~t:'!ob!lve tim~ .lU1}.its. 

5.19. According to the information furnished to the,; Committee, 
the percentage of compliance in respect of payment of Employer's 
Special Contribution within the permisSible time limits during the 
last five years is given below:-

----_.- _. __ ._,- - - ,-----,--------
Year 

- -----_ .. _-----_._ .. 
1964-65 

1965-t:6 

1')66"67 

19<>7-68 

1968-69 

Tota) 
~No. of 

E,nployers 

15.(,77 

17.103 

17t197 

18.520 

19.no 

No. of Percentage; 
JEmployers of • 
who paid in ~mployers 

tima. w he' paid 
in time 

7.574 " 48'3%~ 

7.091 .41' 5% 

1092'8' 44'5 Yo 
5.51(; 29. 8% 

s.005 26'1% 

5.20. Similar percentage of compliance in: ,rEtSpect of em;,loyee's 
contribution is not readily available with the Ministry. It baa, how-
ever, been stated that an idea can be had from the statistics which 
were specially collected in respect of six Contribution P-eriodsthat 
ended during J~uary, 1968 to Dece~ber, 1968. In respect of these 
Contribution Periods' the percentage of Contribution Cards r~e1-ved 
within the stipulated period of 42 days)V~ 25 per cent. 

5.21. The actual percentag~ of the !pIloUJIt ofE~pIQyers' SPecial 
Contribut.i<1n and Employees' ContrUmtlQn recovered within the per-
missible time-limits is not readily av .. Uable. The number of em-
ployers in respect of whom .the Employers' Special Contribution and 
Employees' Contributions were in arrears for more than 3 momha, 
6 months, 9 months and beyond that period during the last 3 yean 
is also not readily available. 



/ 5.22,!,The Committee .enquired what steps are taken to realise the 
arrears. ofc:ontributwns soon after the grace period for the payment 
of alllQ~nt due expires. In reply, Government have stated as 
follow.s:::-

"The qUarterly returns pertaining to payment of Employers' 
. Special, COJ:liribution became due within 45 days of the 
exp~ of each quarter. The payments are made by the 
eniployers in the State Bank of India for credit to Em-
ployees' State Insurance Fund. Intimation regarding this 

,payment is received by the Corporation by way of a copy 
at the ,'Challan sent directly by'the-·iBank. The receipt of 
challan from the Bank, entries in the Cash Book and in 
the EmplO"yers ledger, receipt of quarterly returns from 
the employers, their scrutiny and comparison with the 
challans and entries in the employers ledger, takes nearly 
3-4 weeks. In view of this a statement of defaulting em-
ployers 'is Prepa.red after 4 weeks of the expiry of grace 
period for each quarter and 'first reminder is issued in the 
'fifth week of the expiry of the quarter. The list of defaul-
ters is again reviewed after 1 week of the issue of first 
reminder and a Second reminder is issued within 2 weeks 
thereafter. Ag/iin . a review is made after 2 weeks and 
final list of def~lUlters is prepared. AB the number of de-
faulters is usually considerable it takes about 3 months 
after the preparation of the final list to complete issuing 
of notices to defaulters for taking legal action for recovery 
of the dues under Section 73-D. In the legal notice a period 
of 21 days is given to the employers for campliance and 
legal action is invariably taken within 30 days of the issue 
of the .legal notice. Legal action in all cases of default in 
payment of Employers' Special Contribution is invariably 
completed within 6 months of the ~xpiry of each quarter. 

The Employees' contribution. is payable by means of adhesive 
stamps afib(:ed on contribution cards whicb have to be 

:'sv,bmitted within 42 days of the expiry of each contribu-
'ti~n ' .. period. . A review of compliance by employers is 

. completed within about a month of the expiry of the grace 
perio~ and l_~gal notices to. default~rs ar~ issued i,mme-
diately therefor. I,.egalactIon l.mder Section 45 (B) 175 (2) 

, !or recovery of ~pioyees' Contribution is invariably 
'completed within 48 days of the grace period." 

5.23. Gov~rnment have further indicated that no extension of time 
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for payment of contributions beyond the grace' period is given as a 
matt~, of course.HQweverin. certain cases· where a factory runs 
into financial difficulties, or goes under liquidaticm etc. proposals are 
received from employers of such factories for payment of contribu-
tions in arrears in instalments. AB in such cases recovery of arr~ars 
by following the normalle~· procedure' takes considerable time, the 
matter was' examined by the Standing Committee of the Corporation 
at its meeting held on 16 .. 11-1987 and it was qecided to agree to clear-
ance of arrears by such empl0y~s subject to following conditrons:-

(a)-, The payment of current dues ]jotn of Employers' Special 
ContributtonfEmpl(Jyees' Contribution as they arise should 
be insisted upon. ' 

(b), In case Qf-al'rear.s of centributioll'" the· policy normally 
should. be:-

(i) Arrears of Employees' Contribution. should, be. recovered 
in lump sumas these represent the, amolUltsalready d'e-
ducted by the emplOYers out of the, wages of the 
emplDy.ees. 

(ii) In regard to the arrears of Employers' Special Contri-
biltien these may be recovered in suitable instalments as 

the Director General may consider fit. ' 

Precautions ate'also taken to safeguard the interest of the Corpora-
tion by generally requiring the employers to mortgage some property 
in favour of the Corporation beioTe agreeing for any deferred pay-
ments. 

5.24. During evidence the Director General informed the Com-
mittee that out of the total contributions collected, 1 to 2. per cent 
were in arrears. He also stated that out of the total arrears 'C1f Rs. 450 
lakbs, about Rs. 267 lakhs were due from the textile industry alone, 
wIDch had accumulated as a result of recession. in the industry. 
How.ever, subsequently in a written note, the Committee have been 
informed, that the total arears. for the period froOm 24-2-52. to 31-3-69 
stood atRs. 604 lakhs and out of that the. amount payable by the 
Textile Industry alone was Rs. 245 lakhs. For recovery of the 
arrear.s,. the Director General explained,. two altelJ1ative procedures 
were available-one by certificate procedure through collectors, other 
by launching prosecution under section 85 of the Act. Asked whether 
more statutOTy powers were needed to speed up the recovery pro-
cess, the Direetor General stated that an amendment to the Act was 
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contemplated to provide fine per day of default in addition to con-
viction of a defaulter. In response to a question whether. the.contri-
butions could be collected as a duty of excise or as a cess, the .Director. 
General replied that he would get it examined. 

5.25. The recovery of contributions as arrears of land revenue i.e. 
through Collectors is stated to be generally easier and quicker as 
compared to t~~ recoveries made by re~ort to. regular ciyil process. 

'5.26. The adequacy. ot the pen81 prollisiaua con1;aioacflin .. 'Seetiml 
85. of. the Emp,loyees! State !nsuranoe ~; 1M&. was: ~miI1edi by 
ESIS Revi~w Committee. ,.' Aft~ detai1ed.ex.aminatilm,' the', ESI& 
~eview Committee, ,ma4& the followiIlgr rec:onumm.datioI18:-

''TIre ,Am' "Should . PTVVide' that on conviction' the employer 
should als~ be re(fUired to pay t~ cOritriDtitron not paid 
in addition to fifie!imprisonnientthat may be imposed." 

, r .,~ .' :_ • ~ - ••.. -,~ .,' '.' .. -,' ," 

"Tim emplDyer sheuld be required-.. ·to·sufunit Contribution 
Cams' eveB-wbem f:her eGntributioB~ts-reeovered~ through a 
COlil!! ·Decree:· A·· provision'shoUld be'made in the Act 

.. that if a' Principal EmPloyer failg' or· rernSes . to . submit 
. the-· Contrlblltion.' Cards or any other Returns· requiTed 
uncier· the Act· or the lbegulatiOns; 'he'shall be punishable 
with fine whltb ma:y extend to 5P' rupees per'day' during 
which defa.ut continues hI' addition to the . punishment 
already provided imSecticm 8fi 'o~the Nct}~ 

"Non-payment of Employees' contribution which has already 
been deducted by the employer from tliewages of· the 
ernplGYees· sliould· be' treated- as a breach;'of trust and pro-
vision to that· effeet may' be-. made in, tlie Employees State 
Insurance Act itSelf. Stich' ca:ses shOUld] 00 punishabfe 
under·tire provision'S' of the Indian Penal CoGle." 

5.27~ The abo;ve recommendaticms .0£ the Review' Committee were 
considered by the, Standing Committee· and, the, ~rporation and the 
same. were accep.ted., &wev:er,. these recommeudatious. can hR. gjvan 
effect to only; when the Act ,is amended: 

. 5.28. The question was again considered by the Standing Com-
mittee in its me~ting held' on 24~6-i969 and' i~ ( decided. that. draft 
amendments to' the Employees' State Insurance Act on the basis of 
the l!1SIS Review Committee recommeruiaiiOll8; might be circulated 
to the members of the Standing Committee. Draft amendments to 
the Act on this poiht have since been sent to the· Ministry of Labour 
aJld Employment for consideration. 
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5.29. In reply to a question, it has been stated that the interest 

provided under Regulation 31:A is charged at the rate of 6 per cent 
per annum in respect of each day of default or delay in payment of 
contributions. It is charged from the due date to the date of pay-
ment in all cases including those where clearance of arrears in instal-
ments is agreed to. 

5.30. The Committee note that out of the total cOlltributioDs fOJ: 

the period from 2tih Febl'1l8l'Y, 195Z to 31st March, 1969, the total 
arrears are only Rs 6041akhs. They, however, feel concerned to find 
an extremely low percentage of recovery of both the Employees' 
Contribution as well as Employers' Special Contribution within the 
prescribed time·limits. This tendency to avoid payment within the 
prescribed time limit has in effect extended further the grace period 
by three to nine months for payment of contributions. The Committee 
would like that ways and means should be devised to ensure the 
recovery tG a mUbnum extent within the prescribed time limit itself. 
In their view there aPJiUrs to be no reason as to why the Employees' 
contribution which is deducted at source from the wages, should not 
be received within the prescribed limit. The Committee recommend 
that besides amending the Act to make the penal provision more 
stift as suggested by the Review Committee, the desirability of en· 
hancing the rate of interest provided in Regulation 31·A may be 
examined. Suitable procedure may also be evolved to reduce the 
period taken to finalise the list .f defaulters so that the legal action 
could be initiated without any undue delay. 

5.31. One notable aspect in regard to the present arrears is that 
the bulk of the amount is found to be due from the big industrie!l 
like textiles etc. The main factor responsible for it is stated to. be 
the industrial recession which affected these industries in 1965. In 
the opinion of the Committee, this reason does not hold valid any 
longer in view of the improved economic situation. At any rate, the 
Committee would like the Government to examine the feasibility of 
providing by law the cone~tion of Employer's and Employee's Con-
tributions as a cess or as excise dnty atleasffrom the organised sector 
of industries. They feel that this way of collection would ensure 
speedy and easy recovery of contributions and also obviate the huge 
sums of contributions falling in arrears. This may also result in 
reduction of administrative cost of collection of contributions. 

B. Contribution by the Central Government 

5.32. Section 27 of the Act provided that the Central Government 
would meet two-thirds of the cost of the administrative expenses of 
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the Corporation for a period of five years since inception. In pursu-
ance of that provision, the Central Government gave the following 
amount as grant-in-aid for the initial five years: 

Year Grant-in-aid 

I I 

Rs. As. 
19So-S I . 2,92.067' II 

I9SI-S2 7,08",20'00 

1952-S3 8,S6,3I~'00 

19S~-S4 12 ,79,OS3 . 00 

1954-S5 9'29,248 '08 

4<),6S.:I02 'O~ 

5.33. The Central Government is not making any grant or giving 
subsidy of any kind after 1954-55. The above provision in the Act has 
also since been deleted as it was applicable only for the first five 
years. 

5.34. It has been suggested to the Committee that the Central 
Government should bear a fair proportion of the cost of the scheme. 

5.35. It is noticed that financial participation of the G<1vernment in 
the cost of social security schemes is now a well-recognised feature 
of such; schemes in most of the countries of the world. Even in 
the developing countries, the States are assuming to an ever-increas-
ing extent financial responsibility for social security. In a country 
like Japan, Government meets 40 per cent of the cost on sickness, 
maternity and employment injury benefits, 33 per cent cost of admi-
nistration and also grants annual subsidy. 

5.36. In this connection, it may be worthwhile to recall the views 
of Prof. .Adarkar who had suggested that "financial participation of 
the State including both the Government of India and the Provin-
cial Governments, would be eminently desirable feature of the 
scheme". Similarly, the two I.L.O. Experts, Messrs. Stack and Rao 
who were entrusted by the Government to examine the Adarkar's 
scheme of Health Insurance, were also of the view that since the 
Health Insurance Fund would be controlled at the Centre and the 
Government of India would be largely represented in the administra-
tion, Central Government should assist the Fund with grants. They 
had in fact suggested that the cost to be charged to the Central 
Government should be two-third of the cost of administration of the 
InsUll'ance Fund 
114 (Aii) LS-7. 
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5.37. Recently, the ESIS Review Committee also recommended 
that the Central Government should bear a fair proportion of the 
cost of the Scheme. According to the Committee, the Central Gov-
ernment's share should be on a per capita basis calculated with 
reference to the total number of employees covered under the Scheme 
from year to year, the amount payable, howver, being not less than 
the aggregate contribution of all the State Governments for medical 
care. 

5.38. The Review Committee felt that since the Central Govern-
ment had an over-riding control over the funds and affairs of the 
Corporation, the Central GovernmE;!nt should contribute towards the 
cost of the scheme. The Review Committee also felt that unless the 
Central Government shared the cost, only a limited improvement 
would be possible in the benefits available to the workers. 

5.39. It has been added that the suggestion that the Central Gov-
ernment should contribUlte towards the cost of the Scheme was also 
considered by the Committee which recently reviewed the financial 
position of the Corporation but it did not make any recommendation 
to this effect. 

5.40. In reply to a written question, it has been stated that the 
above recommendation was considered in the meeting of the Corpora-
tion held in October I November, 1966 and it was decided that status 
quo may continue. The view taken then was that the State Govern-
ments were already contributing to the Scheme and therefore, there 
was no justification for further contribution by the Central Govern-
ment to better the condition of a class of citizens (I.Ps.) who were 
already getting better service than the ordinary citizens. The recom-
mendation of the Review Committee is, however, proposed to be 
placed before the Standing Labour Committee when it tneets next. 

5.41. During the course of discussion with the official representa-
tive of the Ministry, the Committee desired to know his point of view 
on the suggestion of Central Government making a contribution to-
wards the scheme. He stated as under: 

''The mere fact that the Corporation has certain powers would 
. not in my opinion justify the. stand that the Central Gov-
ernment should contribute towards the operation of this 
scheme. May I say that the origin of this scheme of Em-
ployees' State Insurance goes back to 1948 .. The Govern-
ment of India decided to do something for providing these 
essential amenities to workers. It felt that it should take 
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the initiative and that it should be an All-India scheme. 
This scheme is a scheme financed essentially by the em-
ployees and employers. State Government have a certain 
responsibility for the provision of medical benefit to their 
citizens and for that reason they (the State Governments) 
bear a portion of the expenditure. Is it necessary that 
the Central Government should at all be asked to make 
any contribution? I am afraid I do not see the logic." 

5.42. Asked whether in view of the fact that elasticity of raising 
the employer's contribution was limited to an extent, Centre should 
not be ready to help the scheme of s';1cial welfare, the representative 
added as follows: 

"Such a scheme has been operating in many of the western 
countries. It is operated solely from the contributions of 
employers and employees, in certain cases the State also 
makes a contribution. That contribution by the State is 
made in India by the State Governments. We are operating 
in a federal set up. If there were no State Governments, 
I agree that the Central Government might have to make 
a contribution. The primary responsibility for the provision 
of medical services lies with the State Governments and 
they are making a contribution." 

5.43. It may be relevant to mention here that recently Government 
have announced to contribute towards a newly proposed Family Pen-
sion<um-Life Assurance 'scheme applicable to employees contribut-
ing 8 per cent of their pay to their Provident Fund. 

5.44. It can hardly be disputed that the benefits provided at pre-
sent under the Employees' State Insurance Scheme, particularly with 
regard to provision of medical care, are by no means adequate to 
meet the needs of the working class. The ever-increasing rise in the 
cost of living seems to have become a permanent feature of our 
economy. Then there is growing consciousness too among workers 
about their rights and corresponding duty cast on their employers 
and the Government which is committed to the ideal of a Welfare 
State. It is, therefore, quite natural that the workers should ask for 
more and more with the passage of time. The need for wider cover-
age under the scheme, grant of hospitalisation facilities to the families 
of workers, construction of additional beds and provision of better 
and efficient outdoor, specialists' and indoor facilities also cannot be 
ignored for long. All these demands on the Corporation cannot ohvi-
ously be met from within the limited resources of the Corporation 



:which are primarily built up from the employees' and employers' 
contribution and which can meet almost only the current l'evenue 
expenditure. It has also to be remembered in this connection that 
in other developing countries, a fair proportion of the cost of the 
scheme is bome by the State. The argument that State's share in 
India is contributed by the State Governments is untenable as the 
latter contributes only a meagre share of cost of medical benefit 
alone while the scheme provides other benefits too. For even public 
health services alone, the State in many countries bears substantial 
parts of cost of its financing, the proportion very often being around 
20 to 30 per cent. In some countries, it is much higher. For example, 
in the British National Health Service, the State pays about 90 per 
cent of the cost the balance being met by a contribution from the 
National Insurance Fund, which itself includes a State contribution. 
Financial participation by the Central Government would also justify 
the control exercisable by them in relation to the affairs of the Cor-
poration. The Committee would, therefore, strongly recommend that 
the Govemment of India should contribute towards the cost of the 
ESI Scheme. The share of their contribution should be determined 
by them in the light of the suggestions made by the ESIS Review 
Committee in this regard, the long-term needs of the scheme and the 
practice obtaining in other countries having similar benefit-giving 
schemes. Government should also consider the question of gIvmg 
financilJI" assistance to the Corporation by way of grantlloans specifi-
cally for the purpose of fulfilling its capital needs such as construc-
tion of hospitalsldispensaries, etc. 

C. Contribution by the State Governments 

5.45. AP, mentioned earlier, both Prof. Adarkar as well as I.L.O. 
experts favoured financial participation in the scheme by the Central 
and State Governments. As regards the financial responsibility of 
the State Governments, the I.L.O. experts observed that "the fact 
that the fund will, for some years to come, be assuming, if only for 
a limited group, a financial responsibility recognised to belong main-
ly to them, may be accepted to weigh in favour of financial en-
couragement from these Governments". As to the cost to be charged 
to each State Government, they suggested: 

(a) ll3rd of the cost of medical care of standard quality (in-
cluding the supply of surgical appliances for insured per-
sons; 
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(b) 213rd of the cost of medical care, like-wise of standard 

quality but less comprehensive than that provided for the 
insured persons, for wives and children; and 

(c) the excess cost of sickness benefit to insured persons in 
the State, over the average rate for the country as a 
whole. 

5.46. While the LL.D. experts made specific suggestions as to the 
apportionment of cost on medical care between the State Govern-
ments and the Corporation, the provisions in the Act (vide Section 
58) left the matter to agreements which may be entered into by 

, the Corporation and the State Governments. 

5.47. Originally in 1950 the Corporation adopted the ratio of 2:1 
for sharing the cost of medical care between the Corporation and 
the State Governments. This was in conformity with the sugges, 
tion of I.L.O. experts. Subsequently this ratio was revised to 3:1 
when the scheme was to be implemented in Greater Bombay in 
1954. The State Government, it is understood, suggested a reduction 
in their financial liability on the plea that their financial resources 
had been completely tapped for the plan schemes and it would not 
be possible for them to bear such a heavy financial burden. On ex-
tension of medical care to families of insured persons the ratio was 
further revised to 7:1 in 1957 when the State Governments again 
pleaded their inability to bear the additional financial burden. This 
is to be noted that while LL.O. experts had suggested an increase in 
the State Governments' share to two-third in the event of extension 
of medical care to families of insured persons, the Corporation agreed 
the other way by reducing the State GovernmentS" share even from 
one-fourth to one-eighth. 

5.48. The Committee enquired as to what were other considera-
tions which made the Corporation to decide subsequent variations in 
the share of the Sta,te Governments on medical care. In a written 
reply Government have stated as follows, indicating merely the de-
cision taken by the Corporation in a chronological order: ---

"(i) On 10th May, 1950, the Corporation approved that the ex, 
penditure on medical care under the Employees' State 
Insurance Scheme may be shared betweeJ;l the Corporation 
and the State Government in the ratio of 2:1. 

(ii) On 12th June, 1954, the Corporation approved by circula-
tion that the sharing of cost of medical benefit between 
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the Corporation and the Government of Bombay may be 
in the ratio of 3:1 and that this revised ratio may also be 
applied to other States. 

On 15th Octbber, 1954, the Corporation approved that 
the sharing of cost of the ratio of 3:1 may be adopted from 
1st July, 1954. 

(iii) On 29th April, 1957, the Corporation approved that the 
State Government's share on extension of Scheme to fami-
lies might be reduced from 114th to 118th for the rest of 
the Second Plan, subject to the condition that the State 
Government's share should in no case be less than what 
they would have contributed under 114th formula. This 
was' done to lighten the additional burden on the State 
Government, on extens:on of medical benefits to families. 

(iv) On 23rd August, 1960, the Corporation whiJe approving 
provision of expanded medical care to families, decided 
tha,t the expenditure may continue to be shared in the 
ratio of 1:7 where families are included, for the duration 
of the Third Five Year Plan. 

(v) On 6th August, 1965, the Corporation reviewed the position 
and decided that status quo might be continued during 
the Fourth Five Year Plan also in regard to the sharing 
of the cost of medical care. It also decided that the ratio 
of 7:1 may be adopted right from A-Day even though the 
families may be actually entitled to medical benefit only 
after 13 weeks, in view of the consideration that medical 
arrangements may have to be made also for families from 
A-Day." 

5.49. It has been stressed before the Committee that 'Public 
Health' being primary responsibility of the States, State Govern-
ment's share which is only one-fourth or one-eighth at present 
should be raised to an appropriate level. It has also been pointed 
out that pe~ caPita expend:ture incurred by some of the States on 
their general population was even more than per capita expenditure 
represented by their share under the ESI scheme. 
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5.50. Following figures indicate the per capita expenditure spent 
by State Governments on their citizens a,nd on insured persons under 
the scheme: 

Per Ca1lital. States' share 
expenditure on medcal 
on citizens benefit per 

benefciary 
under ESI 

Scheme -------
I. Andhra Pradesh 3'12 2'36 

2. Assam 3'05 2'19 

~. Bihar 1'95 1·67 

4- Delhi 7'II 1'56 

5· Gujarat 2'70 2'09 

6. Haryana 2'40 0'94 

7· Kerala ... ·68 1'40 

8. Madhya Pradesh 1'95 1'91 

9· Mabarashtra 3'55 1·61 

10. Mysore 2'43 1'52 

II. O!'issa 2'22 0'97 

12. Punjab 3'21 1'75 

13· Rajasthan 3.68 1'43 

14. TamilNadu 3'73 1'50 

15. Uttar Pradesh 1'40 0·87 

16. West Bengal .. 4'01 1'42 

17· POndicherry 14'25 0'91 

(Source- India 1968) 

5ot,!. The Committee further enquired as to whether any formal 
agreements have been entered into between the Carporation and the 
State Governments as stipu:tated under- Section 58(3) of the Act and 
if so, on what dates. The position is stated to be as under: 

ti) Andhra Pradesh 

(ii) Assam 

--------------

Year of 
extension 
of scheme 

1:955 

1958 

Date ot 
agreem.enl 

----
II-lo-l968 

21-2-1962 



(iii) Bihar 

(iv) Kerala 

(v) Madhya Pradesh 

(vi) Mysore 

(vii) Orissa 

viii) P\.njab 

(ix) :Rajasthan. 

(x) Tamil Nadu . 

(xi) West Bengal 

100 

Ye~ of 
extension 
of scheme 

1957 

1956 

1955 

1958 

1960 

1953 

1956 

1955 

1955 

. Date of 
agreement 

II-2-1957 

21-5-1956 

9-8-1962 

1-6-1960 

5-2-1958 

7-12-1957 

4-7-1957 

23-~-1956 

22-A-1969 

The Deeds of Agreements with all the State Governments have been 
entered on the lines of Standard Agreement (Appendix IX) with 
minor variations. 

5.52. No agreements have so far been entered into with the Gov-
ernments of the States of Gujarat, Haryana, Maharashtra and Uttar 
Pradesh and Union Territory of Delhi. 

5.53. Asked whether Government proposed to specify in the Act 
itself the Sta.te's share and not leave it to any agreement to be 
arrived at between the State Governments and the Corporation, it 
has been stated that there is no such proposal at present. In their 
view, the method of agreement is more elastic and speedy. 

5.54. The Committee are unhappy over the casual manner in 
which the (:orporatioD agreed to the reduction in the share of the 
State Governments towards the cost· of medical care· &om on&-third 
to one-fourth and then to one-eighth, for which there existed no 
justification whatsoever except that the Corporation had got acctl-
mulated funds rendered surplus owing to slow implementation of the 
scheme. In fact according to the suggestions of the I.L.O. experts, 
the share of the State Governments should have been increased from 
one-third to two-third in the event of extension of medical care to 
families of workers; surprisingly it was reduced even further from 
one-fourth to one-eighth. Now the position is that many of the 



101 

States are not even spending that much per capita amount for me-
dical care under the scheme, which they are otherwise spending on 
the general population in their respective States. Public health 
being their primary responsibility under the Constitution, actually 
it should not require mUClh hair-splitting to make them realise their 
constitutional obligation and to shoulder the burden of a reasonable 
share of expenditure under the scheme. The Committee recommend 
that the matter should be reconsidered by the Corporation which is 
composed of State representatives also, with a view to raise the 
State's share to an appropriate level, in any case not less than what 
each State is normally spending on the general public, and if neces-
sary Government of India should also use their good offices in the 
matter. 

5.55. The Committee further suggest that the desirability of speci-
fying the states' share in the statute itself without leaving it to the 
individual agreements, may also be examined at an early date. 

Excess incidence of sickness benefit 

5.56. Section 58(2) of the Act provides that where the incidE'nce 
of sickness benefit payment to insured persons in any State is found 
to exceed the all-India average, the amount of such excess shall be 
shared between the Corporation and the State Government in such 
proportion as may be fixed by agreement between them. The Corpo-
ration may, however, in any case waive the recovery of the whole 
or any part of the share which is to be borne by the State 
Government. 

5.57 Asked when for the first time the question of determining the 
all-India average of sickness benefit was taken up and which States 
were found to exceed the average, the Ministry have stated that the 
external auditors while auditing the Accounts of the Corporation for 
the year 1962-63 pointed out that the provision of section 58(2) of 
the Act has not been implemented. The Auditors had observed that 
during three years, i.e., 1959-60, 1960-61, and 1961-62 the incidence of 
sickness benefit was higher in the States of Andhra Pradesh, Assam, 
Kerala, Madhya Pra.desh, Mysore, Tamil Nadu, Uttar Pradesh and 
West Bengal. The Corporation's reply to this observation was that 
since there was no all-India average which was a pre-requisite for 
application of Section 58(2), (as the benefit provisions had in January, 
1964 been applied to only 68 per cent. of . the total coverable 
employees) the question of recovery did not arise. The Auditors 
however took the view that the stand taken by the Corporation 
did not seem to be correct. 
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5.58. Thereupon the matter was placed before the Corporation at 
its mH~ting held on 21st April, 1964, when it was decided by the Cor-
poration that the whole of the share to be borne by the State Govern-
ments in respect of periods upto 31st March 1968 may be waived and 
in respect of the periods beyond 1st .April 1968 the matter may be 
reviewed early in 1967-68. 

5.59 The above decision of the Corporation was conveyed to the 
Accountant General Central Revenues who raised a doubt whether 
the proviso to Section 58(2) confers on the Corporation competence 
for suspension in toto of the recoveries upto any particular date as 
had been done by the Corporation. The Legal Adviser of the Cor-
poration was consulted in this connection, who gave the opinion on 
22nd January 1965 that the provision of the E.S.I.Act came into play 
only if the 'All India Average' was available. He further said that 
since no 'All India Average' was known at that moment, no excess 
was determinable within the meaning of Sub-section (2) of Section 58 
and as such no question of waiver on the part of the Corporation 
to recover the State Governments' share wholly or in part arises. 
He was of the view that in any case the Corporation had the discre-
tion to waive recovery of the State Governments' share of the excess 
wholly or in part, vide proviso to Sub-section (2) of Secti{)n 58 of the 
Act and as such the Corporation had exercised its sta.tutory discretion 
under this proviso. 

5.60. The matter was referred to the Ministry of Law for opinion 
as reccmmended by the Public Accounts Committee in their Fifty-
fourth Report (Third Lok Sabha) 1965-66. The Ministry of Law 
opined that they consider it reasonable to take the view that 'All 
India Average' should be worked out when a substantial number of 
States have been covered under the Scheme and action should be 
taken accordingly unless a competent Court takes a different view 
of the matter. 

5.61. The question regarding waiver of recovery from State Gov-
ernments under Section 58(2) of the E.S.I. Act, 1948 was then placed 
before the Standing Committee/Corporation at their meetings held 
on 16th and 18th November, 1967 respectively. 

5.62. The Corporation agreed with the recommendation of the 
Standing Committee that waiver may not be made at this stage and 
the matter may be taken up with the respective Governments for 
recovery, Accordingly demands were made from the four concerned 
State Gove~'nments. 



5.63. The amounts due from the various State Governments for 
which the demands have been made are as under: 

Year 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

Total 

Andhra 
Pradesh 

~s. 

3,861 

21,360 

16,485 

37,345 

79,051 

Kerala 

Rs. 

46,236 

1,76,195 

1,29,977 

92,4.60 

1,21,928 

1,71,259 

7,,\8,055 

----------------- --
Madhya Tamil Total 
Pradesh Nadu 

Rs. Rs. .lb. 

2,31,0~7 2,,81,134 

9,559 [17,23~ 2,02,986 

4,659 (2,386 1,5!!,382 

1,97,549 3,060494 

! 3,36,4.31 4,95,704 

2,39,716 4,10,975 

--- _.-._- -- ---- ---_._-- - ------ --'----

5.64. In addition, fresh demands for 1968-69 have been made from 
the two concerned State Governments as under: 

Year Kerala Madhya Total 
Pradesh 

- .------------~ -----.. 
f s. Rs. Rs. 

1968-69 5,I11 ~ 1,10,567 1,15,678 

Thus the total dues upto 1968-69 comes to Rs. 19,71,353'00. 

5.65. As regards the period prior to 1962-63, no action was taken 
to effect recovery from the State Governments under Section 58(2) of 
the E.S.1. Act because upto 31st March, 1962 the coverage of E.S.1. 
Scheme was not large enough to justify the calculation of 'All India 
Average'. On this date it had covered only 18-65 lakhs insured per-
sons which amounted to less than 64 per cent. of the total coverable 
employees. Moreover. the Scheme had not then been implemented 
in the State of Gujarat and even in West Bengal which is the most 
industrialised State in the country, the coverage amounted to 46-14 
per cent. as the Scheme had not then been extended to 24 Parganas. 
The coverage on that date, was thus not wide enough or large enough 
to justify the calculation of 'All India Average'. 

5.66. In reply to a question, it has been mentioned that the State 
Governments concerned from whom demands for recovery have been 
1TI3de, have requested for waiver on the following grounds: 

(i) 'All India Average' should be arrived at only when the 
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Medical Benefit is equal in all the States and common to 
the country. 

(ii) The question of 'All India Average' does not arise as the 
scheme has not been implemented to all parts of the 
country. 

(iii) The 'All India Average' should be worked out separately 
for 'Service Area-wise' and 'Panel Area-wise'. 

(iv) Corporation's claim is not justified as the Scheme has not 
been extended uniformly to all places in the country, leave 
alone complete coverage in individual States and as such an 
average of the incidence of 'All India Sickness' cannot re-
flect the correct figure and therefore Clause 25 of the 
agreement is not applicable. 

(v) Comparatively lesser expenditure on Medical Benefit in the 
State under the E.S.I. Scheme as compared to the 'All India 
Average'. 

(vi) Increase in number of patients and increase in coverage. 

(vii) The insured persons have become more health conscious due 
to the E.S.I. Scheme. 

(viii) Climatic conditions, want of proper diet and bad housing 
facilities. 

(ix) Provision of better facilities under the Scheme of which 
the workers WaBt to take advantage. 

(x) The incidence of sickness is generally high in family mem-
bers than the insured persons. 

(xi) Prevalence of various diseases and deficiencies amongst the 
beneficiaries. 

(xii) Economic backwardness of the State, unemployment, mal-
nutrition, poverty, prevalence of epidemic diseases, high 
incidence of sickness and high density of population. 

5.67. However, none of these reasons have been admitted as being 
valid for the waiver and the State Governments have been informed 
accordingly and requested to pay the dues. But so far none of the 
States have agreed to pay the dues and have, in fact, been insisting 
for waiver again and again. The matter is under consideration and 
correspondence with the State Governments concerned. 

5.50 Asked during evidence whether the Deed of Agreement 
executed by the Corporation with these State Governments contained 



105 

a clause fur sharing of excess sickness benefit on the lines of clause 
25 of the Standard Agreement (Appendix IX), the Director General 
replied in the affirmative. He stated that according to the agreement, 
the formula for sharing the excess sickness benefit was: upto 25 per 
cent. excess over all-India average the Corporation would bear the 
full amount; between 25 per cent. and 50 per cent. the Corporation 
was to be~lr 2/3 and the State Governments 1/3; between 50 per cent. 
to 100 per cent. Corporation's share was to be 1/3 and the State 
Government's 2/3; above 100 per cent. the entire amount was to be 
borne by the State Governments. He further informed the Com-
mittee that the Agreements also provided that if the State Govern-
ments did not pay their share ,it could be adjusted by the Corporation 
against its own share to be paid to the State Governments on account 
of medical benefit. 

5.69 Tlte Committee regret to find that the question of determin-
ing the excess incidence of sicknes~ benefit in different States, in 
pursuance of the clear statutory provision to that effect, received 
the attention of the Corporation only after having been reminded of 
the same by the Audit. In their opinion there appears to be bardly 
any justification for waiving the amount found to be due from the 
concerned state Governments on this account, especially in view 
of the unambiguous provision of the Act and the agreements arrived 
at between the Corporation and the state Governments. The Act 
does not require that the benefits under the scheme should accrue 
to the last person before the All India average can be computed 
The Committee hope that the amount would be recovered from the 
concerned states without any further delay or in the alternative 
recourse would be had to adjust the same against the Corporation's 
liability on account of medical care as stipulated in Clause 21 of the 
Deed of Agreement between the States and the Corporation. 



CHAPTER VI 

CASH BENEFITS 

A. Standard of Benefits 

6.1. The Employees' State Insurance Act provides for five types of 
cash benefits, namely, sickness benefit, maternity benefit, disable-
ment benefit, dependant's benefit and funeral benefit, arising from 
contingencies such as sickness, maternitY, employment injury and 
death. The first four benefits comprise per~odical cash payment at a 
specified rate to the insured person or to his dependants on fulfil-
ment of prescribed conditions. The fifth benefit comprises of pay-
ment of a lump sum to the eldest surviving member of the family 
of the insured person or to the person who actually incurs the ex-
penditure on the funeral of the deceased insured person. 

Sickness Benefit 

6.2. An insured person is el; gible for sickness benefit in the case of 
his sickness certified by a duly appointed medical practitioner and on 
fulfilment of qualifying condition of payment of a minimum of thir-
teen weekly contributions in the corresponding contribution priod. 
The benefit is not admissible for the first two days of sickness <called 
waiting period) except in the case of a spell of sickness following at 
an interval of not more than fifteen days, the spell of sickness for 
which sickness benefit was last paid. The 'Standard Benefit rate' cor-
responding to each wage group has been specified in Schedule I to 
the Act and is roughly 50% of the average daily wage. The benefit is 
payable for maximum fifty six days in any two consecutive benefit 
periods. 

6.3. Section 99 of the Act provides that the Corporation may, at 
any time when ,its funds so permit, enhance the scale of any benefit 
admissible under the Act and the period for wh'ch such benefit may 
be given. In pursuance of this provision, the Corporation resolved 
in OctobeI', 1954 to grant sickness benefit for an extended period upto 
18 weeks beyond the normal entitlement of 56 days (called as Ex-
tended Sir!kness Benefit) to insured persons suffering from tuber-
closis and who have been in continuous employment for a period of 
two yeaIT The resolution became effective from 1st June, 1956. 
Since the' , other diseases like leprosy etc. of a prolonged nature havE' 
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been covered for the purposes of Extended Sickness Benefit. 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 benefit was half the rate of sickness benefit or As. 12 per day 
whichever more, upto 31st December, 1963. From the 1st January, 
1964 it has been raised to full sickness benefit rate. From the 15th 
April, 1969, various diseases for admissibility of this extended benefit 
have been rationalised and divided into two groups- (i) those for 
which benefit is payable for a period of 309 days, and (ii) those for 
which benefit is payable for a period of 124 days only. 

6.4. As against the provision of sickness benefit in India for the 
duration of fifty-six days (8 weeks) almost all the developed as well 
as developing countries of the world, including Asian countries like 
Burma and Japan, provide sickness benefit for and upto a period of 
at least twenty-six weeks; even Pakistan provides it for 91 days i.e. 
13 weeks. The duration is even more in some countries such as 52 
weeks in Finland, France and U.K. (no limit after 156 weeks of paid 
contributions). In Brazil, it is payable upto 2 years while it is paid 
for the entire durat.:on 'Of sickness in China (Communist). West Ger-
many, Sweden and U.S.S.R. In the case of T. B. or other long term 
or chronic diseases, sickness benefit is payable for an unlimited 
period in Norway and UAR, while in India it is extended upto a total 
period of 52 weeks only. 

6.5. In the I.L.O. Convention (No. 102), 1952 concerning minimum 
standards of social security, the minimum duration of sickness bene-
fit for developing countries is 26 weeks. 

6.6. As regards the rate of sickness benefit, in many countries, it 
ranges between 60% to 90% of earnings of the insured person. For 
example, in China (Communist) it varies from 60% to 100% accord-
ing to length of service with the same employer for the first six 
months; in Japan it is 60%; in UAR it varies from 75% to 
811% ; in France it is increased from 50% to 66% after 30 days jf the 
insured person has three or more children; in West Germany it is 
65% during first 6 weeks and is increased to 75% thereafter; in 
U.S.S.R. it is 50'% to 90% varying with the number of years of service 
with the same undertaking and in Brazil it is 70%. 

Maternity Benefit 

6.7. This benefit is payable to an insured woman in case of confine-
ment or miscarriage or sickness arising out of pregnancy, confine-
ment, premature birth of child or miscarriage certified by duly 
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appointed doctor. The qualifying condition for claiming this benefit 
is the same as for sickness benefit i.e. payment of contribution for a 
minimum of 13 weeks during the corresponding contribution period. 
The daily rate of benefit payable in respect of confinement occuring 
or expected to occur during any benefit period is equivalent to twice 
the standard benefit rate corresponding to the average daily wages in 
respect of the insured woman during the corresponding contribution 
period, for all days on which she does not work for remuneration 
during a period of twelve weeks of which not more than six shall 
precede the expected date of confinement. This rate comes to about 
full daily wage. Similarly in case of miscarriage the insured woman 
is entitled to maternity benefit at the said rate for all days on which 
she does not work for remuneration during a period of six weeks im-
mediately following the date of her m~scarriage. In case of sickness 
arising out of pregnancy, confinement, premature birth of child or 
miscarriage, the insured woman is entitled, in addition to the mater-
nity benefit payable to her under any other provision of the Act for 
all days on which she does not work for remuneration, to maternity 
benefit at the said rate for all days on which she does not work for 
remuneration during an additional period not exceeding one month. 

6.8. The above rate and duration of the maternity benefit compare 
favourably with the rate and duration set out in the I.L.O. Conven-
tion and also in most of the countries. 

Disablement Benefit 

6.9. The disablement benefit is payable to an insured person suffer-
ing from disablement caused by an employment injury sustained as 
an "employee", which also includes contracting- of certain occupa-
tional diseases in the course of employment. The only condition to be 
satisfied is that the disabled person should be in insurable employ-
ment on the date of accident resulting in employment injury. Dis-
ablement may be temporary or permanent-partial or total. The ex-
tent of disablement is decided by an independent Medical Board with 
a right of appeal to the Appeal Tribunal. 

6.10. Temporary disablement benefit is paid as long as the tem-
porary disability lasts. This is not payable if the temporary disable-
ment continues for less than three days. But if it continues beyond 
that period, the benefit is payable from the very first day of incapa-
city. Permanent disablement benefit is payable for a limited period 
or for life, as the case may be. 
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6.11. The daily rate of disablement benefit is t'M,enty-five per cent 
more than the standard benefit rate rounded to tlinext higher mul-
tiple of five paise corresponding to the average &ily wages in the 
.contribution period corresponding to the benefit period in which the 
.employment injury occurs. This is called 'full rate'. For temporary 
disablement and permanent total disablement, the benefit is payable 
.at the full rate. For permanent partial disablement, it is payable at 
:such percentage of the full rate as may be computed in accordance 
-with the provisions laid down in Schedule I to the Act. 

6.12. In many countries, viz., Burma, Japan, Pakistan, South 
Africa, Finland, Norway, U.K. and Brazil, the temporary disable-
ment benefit is payable up to a specified period only wheras in India 
it is payable for the entire duration of the incapacity. Similarly, 
while permanent disablement benefit is payable in India as life pen-
:sion its payment is limited to certain prescribed ceilings of amount 
:as well as duration as in Australia, Ceylon, New Zealand, Argentina 
.and Brazil. The temporary disable~ent benefit rate is also higher 
than in Japan (60 per cent.), Pakistan (60 per cent.) an,d France (50 
per cent. for first twenty-eight days). It is howe., observed that 
:an additional supplement for depend~nts is !lItmved i!l p1al1y count-
nes like New Zealand, West Germany, Finland, Norway, Sweden, 
U.K. and U.S.A. (in 113 of the United States). Thus, the standard of 
ben~tit in India compares fairly well with the standard set out in 
I.L.O. Convention and obtaining in other countries. 
Dependant's Benefit 

6.13. If an insured person dies as a result of an employment injury 
-sustained as an employee under this Act, dependant's benefit is 
'Payable to his dependants. The daily rate of this benefit is the rate 
twenty-five per cent. more than the standard benefit rate rounded to 
the next higher multiple of five paise corresponding to the average 
'<iaily wages in the contribution period corresponding to the benefit 
period in which the employment injury occurs (called as full rate). 
The benefit is payable to the dependants as follows:-

(i) To widow for life or until remarriage-at 3/5th of "full 
rate"; 

(li) To each legitimate or adopted son until age 18 and in -case 
of legitimate infirm son who is wholly dependant on the 
earning of the insured person at the time of his death 
till infirmity lasts-at 215th of "full rate" . 

. (iii) To each legitimate or. adopted daughter until age 18 or until 
marriage if earlier, and if infirm and wholly dependant 
on the earning of the insured person at the time of his 
death, till infirmity lasts and she continues to be unmar-
ried at 2i5th of "full rate". 
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6.14. In case of deceased insured person who does not leave Cl' 
widow or legitimate or adopted child, dependant's benefit is payable' 
to other dependants namely, parent or grand-parent or to any other 
male or female dependant as specified in the First Schedule to the: 
Act. 

6.15 The above standard of benefit compares very well with the' 
I.L.O. Convention, 1952 as well as the standard obtaining in other 
countries. 

Funeral Benefit 

6.16. The funeral benefit is a lump sum payment of an amount 
not exceeding Rs. 100 towards the expenditure on the funeral of the-
deceaf.ed insured person. It is payable to the eldest surviving member 
of th!~ 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 expendi-
ture on his funeral. 

6.17. The Committee note with satisfaction that the standard of 
matemity benefit, disablement benefit and dependent's benefit com-
pares favourably with the minimum standard set out in I.L.O. Con-
vention, 1952, concerning minimum standards of social security as· 
also with the standards obtaining in other countries. They, how-
ever, regret to find that in the matter of sickness benefit particularly 
in regard to the duration, India lags behind most of the countries~ 
In fact it does not conform even to the minimum .standard laid 
doWll in the I.L.O. Convention. The Committee' recommend that 
the duration for the admissibility of the sickness benefit should be 
enhanced to 91 days and thereafter gradually with the ultimate aim 
of achieving the I.L.O. standard of 26 weeks within a reasonable 
period. 

6.1S. The Committee further recommend that the list of diseases 
for extended sickness benefit should be periodically reviewed so as 
to include in it the diseases warranting extended benefit and omit-
ting those which do not warrant such benefit. The feasibility of en-
haadng the rate of benefit for long-term diseases particularly like 
cancer, leporsy, tuberculosis etc., may also be examine4. 

B. Disbursement 

6.H. The payments in respect of benefit claims are made by the 
Local Offices. The employers' as well as workers' organisations have 
complained to the Committee that there is undue delay and incon-
venien('c in payments to workers. Lengthy and defective procedure 
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involving avoidable formalities is the main reason attributed for 
delay and harassment in payments. It has been suggested that the 
procedure should be simplified and payments should be made at the 
place of duty or sent by money order to avoid delay and inconve-
nience. It has also been suggested that payments might be made 
by the employers who should be allowed to deduct the amount paid 
from the amount payable to the Corporation on account of contri-
butions. 

6.20. Regulation 52 of the Employees' State Insurance (General) 
Regulations stipulates the following time-limits within which claims 
of different categories as provided under the Act are required to be 
settled:-

I. Sickness Bt:nefit . within 7 days. 

2. Funeral Benefit within 15 da~'S. 

3, First payment in respect of the Maternity Bent:1it or 
Temporary Disablement Benefit within I month. 

4. First payment in respect of Permanent Disablement 
Benefit or Dependants Benefit within 6 months. 

after the claim therefor together with the necessary medical 
and other documentary evidence has been furnished. Second 
and subsequent payments in respect of maternity, temporary 
disablement, permanent disablement or dependants' benefit are 
required to be made within one calendar month following the 
month to which they relate, subject to production of any docu-
mentary evidence which may be required under tlJe 
RegulatiOns. 

6.21. It has been stated that generally short term claims like 
Sickness Benefit and Maternity Benefit are settled across the counter, 
but certain claims like the Permanent Disablement Benefit and 
Dependants' Benefit involve long term payments and have necessari-
ly to undergo a close scrutiny as well as detailed formalities like re-
ference to Medical Boards, examination by Medical Boards( in case 
of Permanent Disablement Benefit), proof of relationship, age of 
dependants etc. (Dependants' Benefit). Stray cases of delays here and 
there cannot, therefore, be ruled out particularly in cases of Perma-
nent Disablement Benefit and Dependants' Benefit where long term 
payments are involved. Necessary steps have, ho'wever, been and 
are taken from time to time to ensure that avoidable delays in pay-
ments are put down to the minimum. 

6.22. The Committee enquired about the steps taken to simplify 
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the claims payment operations in Local Offices. In reply the follow-
ing important steps are stated to have been taken by the 
Corporation: - . 

(i) Maintenance of Contribution Cards in Local Offices instead 
of Regional Offices; 

(in Simplification of claim-forms; 

(tii) Payment of sickness benefit in lieu of temporary disable~ 
ment benefit subject to later adjustments; 

(iv) Delegation of more powers to Local Offices Managers; 

(v) Replacement of Benefit file system by Ledger system; 

(vi) Introduction of Teller System as an experimental measure, 

(vii) Liberalisation of contributory conditions and introduction 
of standard benefit rate; 

(viii) Arrangement of deputing cashier once or twice a week at 
employers' premises; 

(ix) Payment through Money Order. 

6.23 As. for the teller system of payment, it has been stated that 
the system was discussed in a meeting of the Regional Directors held 
in March, 1968 and then was introduced for the first time in sbc 
Local Offices on the 5th August, 1968 as an experimental measure. 
As the teller system involves a reorganisation of the staff pattern, it 
was agreed between the All India ESIC Employees' Federation and 
the Director General that for experiment purpose the teller sys-
tem should be tried out in not more than 45 Local Offices in the coun-
try and that during this experimental stage, the deployment or 
reorganisation of staff would not be objected to by the Federation. 
Allocation of the number of Local Offices in each region where the 
teller system is to be experimented ha!i already been made. The ex-
pectation is that by March, 1970, the system would have been extend~ 
ed to the said 45 Local Offices. The extension of the system to all 
the Local Offices in the country will depend upon the result of the 
wider experiment and consideration of the reorganisation and deploy~ 
ment of staff that it would involve. The results of the limited experi-
ment so ·far have been encouraging. 

6.24. Similarly the decision to replace the file system by loose leaf 
ledger system in one of the Local Offices in Bombay was taken in 
December, 1967 and then it was introduced on the 7th December, 
1967. The Bombay experiment was discussed at a meeting of Regional 
Directors in March, 1968. So far the system has been introduced in 
108 Local Offices in the country. 
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6.25. Asked whether any phased programme has been drawn up 
to introduce the ledger system all over the country, in a written note 
it has been stated that according to the programme envisaged, bulk 
of the Local Offices in the country is proposed to be covered by the 
ledger system by the end of March, 1970. It may, not be possible to 
extend the system by that date to a small percentage of Local Offices 
because of administrative difficulties. However, those remaining 
offices would also be covered by the Ledger system soon. 

6.26. In response to a question whether at any time the question 
of simplification of medical certificates and other forms and regis-
ters currently in use was undertaken, it has been pointed out that 
besides revision and review of forms on different occasions in the past, 
a separate project of 'Form analysis and simplification of registers, 
returns and reports in the Local Offices and the Regional Offices' is 
also in progress. 

6.27. The Committee desired to know as to how many claims for 
each benefit were received during the last three years and out of 
them how many were disposed of within the prescribed time. The 
Committee also desired to know the average time taken for settling 
various claims and the longest period taken to settle any particular 
claim. In reply it has been stated that the information is not avail-
able as the position in that regard in respect of various Regional and 
Local Offices is not known. 

6.28. The Committee note the various stePs taken so far 'W ith a 
view to simplify the procedure in regard to disposal of benefit claims. 
They ha~e no doubt that the teller system and the ledger system 
would be Introduced In all the Local Oftlees in accordance with a 
phased programme. 

6.29. The Committee also note that a separate project of form 
analysis and simplification of registers etc. has been taken up. They 
suggest that a target date should be fixed for completion of the pro-
ject and changes considered necessary brought about expeditiously. 
The Committee further suggest that the procedure should be kept 
under constant review so as to ensure speed and efticiency In pay-
ments. In this connection, the Comml~ would like that a periodi-
cal return showing number of claims pending for more than one 
month, two months and three months and above should be submitted 
by the Local Oftlces to the respective Regional Oftlces and a brief 
monthly report should be submitted by each Regional Office to the 
Headquarters. 
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C. MaliogeriJlg 

6.30. The Employers' Organisations in their memoranda submitted 
to the Committee have complained that there is widespread misuse 
<>f benefits. particularly sickness benefit, by the workers and as a 
result of that on the one hand there is avoidable financial strain on 
the Corporation and on the other hand there is increase in absen-
teeism iIi industries leading to disruption of production. To support 
their point of view, they have furnished the following statistics show-
ing percentage of sickness among workers prior to and alter the 
introduction of ESI Scheme:-

-- .. ----
Years A B C n E F G 

---------
Before the Scheme 

1952 3' 19 2·00 

1953 0·89 2·99 3. 00 

195"- 0·82 3· IS 3·00 

1955 0·91 

19f1 1·89 2'00 1'77 

1962 1·35 2'00 1'92 

196') 1 ·41 2·00 1·68 I'OS 

1964 1·74 

19(.5 1·6f, 

Alter the scheme 

1966 ~·52 3.70 3·00 2·3~ 2·43 7.40 6'00 

1967 3·00 3·76 3·00 2·43 2·64 7.36 5'00 

1968 3·39 3·39 4. 00 ~·21 2·S3 S·70 5·00 

6.31. It has been further pointed out that while feigning illness 
is the commonly adopted method for claiming benefits, more repre-
hensible form of misuse noticed is the exploitation of benefits to con-
duct the strikes. It is said that in one of the units at Madras, for 
example, the normal rate of absenteeism during 1966·67 was only 6 per 
cent, but 85 per cent of the wO'rkers produced E.S.I. certificates during 
the period of the strike in February 1968. To give another instance, 
in a unit located in the same city, about 90 per cent of the workers 
produced E.S.I. certificates during the strike in December, 1967, while 
the normal rate of absenteeism during the period was only ~bout 10 
per cent. 
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6.32. It is also stated that the problem is aggravated due to laxity 
dn the issue of certificates of illness by the Insurance Medical Offi-
,cers and the Panel Doctors. There is tendency on the part of work-
.ers even to invite minor accidents to enable them to get temporary 
-disablement benefit. 

6.33. The above points were also stressed by the represen~atives 
.of employers as well as of the medical profession during their evid-
·ence before the Committee. 

6.34. In response to a question whether and to what extent ~ases 
·of malingering came to the notice of the Corporation, it has been 
'stated that certain isolated cases of malingering on the part of the 
.fnsured persons have been observed especially during the course 
·of strikes and lock-outs, varying in incidence from centre to centre 
.and State to State. It has been added that 'by the nature of things 
it is impossible to collect data regarding cases of suspected malin-
~ering'. 

6.35. The ESIS Review Committee, which also went into this ques-
tion, had found that there was no evidence to show that the absentee-
ism in industry had shown a significant increase after the introduction 
<of the ESI Scheme and that there had been malingering on a large 
-scale. It, however, stressed the need of making efforts to bring it 
.(iown further even though it was not widespread. 

6.36. The Employees' Provident Fund Organisation in their 
Annual Report for the year 1967-68 have stated as follows:-

"An abnormal rise in the number of cases of paymenf of ad-
vances for illness was also noticed. Though this increase was, 
to some extent, due to the extension of the facility to the 
members of family, there were reasons to believe that the 
facility had also been misused." 

6.37. During evidence before the Committee, the Director Gene-
oral admitted that there were some of the complaints which had come 
"to notice and of course during the period of strikes and lock outs 
there had been a i:endency on the part of the workers to use the ESI 
Scheme to help them in their financial difficulties curing those 
-periods. He added-

" ........ There have been reports of great rush in the dispen-
saries for granting certificates to enable them to get sickness 
benefit in cash. Recently there was a strike in the Birla Mill 
in Delhi and as perhaps some of the Members are aware it 

. :resulted in rather unfortunate incidents-aUacks on the (lr'~ 
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or two dispensaries when the do'Ctors also felt more insecure-
and even closed the dispensaries for one or two days. We' 
have evolved a set of procedure to see to it that the benefits; 
provided by the scheme are not misused and in this particular 
occasion we have been successful for bringing down the irll-
pact of the strike on our cash benefits to an appreciable ex-
tent." 

6.38. The Committee desired to know what steps had been devised 
to check this tendency. In a written reply, it has been stated that 
the ESI Act itself makes two-fold provisions to restrain any ten-
d~ncy to malinger, namely, (i) there is a waiting period of two days 
for sickness benefit, and (ii) the rate of sickness benefit is only equi-
valent to about half of the wage rate. In addition, other administra-
tive measures, such as extra watch by the Regional and Local Offi-
ces, closer examination by doctors, larger number of references, 
during strikesllock-outs to medical referees, etc. are also taken. 

6.39. As regards the efficacy of the special measures adopted to-
curb the tendency of malingering during the strikes in two Delhi; 
mills, the Committee have been furnished the following facts and 
figures :-

"Recently there was strike in MIs. Birla Cotton Spinning and 
Weaving Mills which is attached to Local Office, Subzi. Mandi,. 
Delhi. The strike started on 26th October 1969. Last year 
also a similar situation was faced by Local Office, Subzi Mandi 
on account of strike in Mis. Ajudhia Textile Mills, Delhi from; 
16th November, 1968 to 21st January, 1969. The A. T. Mill 
workers were about 1800 during the period of strike in 1968-
69 whereas iBirla Mills workers on strike in October to De-
cember, 1969 were about 7200. The total number of employees 
attached to Local Office, Subzi Mandi, Delhi is 24,000. Thus 
A. T. Mills employees formed 7·1% of the total strength of 
the Local Office as against Mis. Birla Mills employees which 
formed 30%. The complete strike month in 1968 was Decem-
ber and in 1969 it was November. A comparison has been 
made between the figures for December, 1968 (complete strike 
month) with the complete normal month of the same year 
i.e. October, 1968, similarly between November, 1969 (complete 
strike month) with the complete normal months of 1969 i.e. 
October, 1969. The comparison reveals that per capita rise 
in 1968 and 1969 is as under:-
(i) Sickness Benefit Payments 

1968 : From 0·69 in October, 1968 to 1·52 in December,. 
1968 or say 120%. 
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1969: From 0·69 in October, 1969 to 0,82 in November.-
1969 or say 19%. 

(ii) Sickness Benefit Days: 

1968: From 5,02 in October 1968 to 11 in December 1968: , 
or say 129%. 

1969 : From 5·47 in October, 1969 to 6·8 in November,_ 
1969 or say 24%. 

(iii) Sickness Benefit Amount: 

1968: From Rs. 19'5 in October, 1968 to Rs. 49·1 in Decem-
ber, 1968 or say 151,3%. 

1969 : From Its. 23·10 in October, 1969 to Rs. 30·4 in Nov-~ 
ember, 1969 or say 31'5%. 

(iv) Total Cash Benefits: 

1968: From Rs. 38·3 in October, 1968 to R'S. 69-1 in Decem-
ber, 1968 or say 76'5%. 

1969 : From Rs. 40'1 in October. 1969 to Rs. 69·9 in Nov-
ember, 1969 or say 14'5% . 

. nom a perusal of the above, it would thus appear that re-
medial measures now taken had a salutory effect on payments· 
and Cash Benefits. The comparison becomes more striking in, 
view of the number of employees involved during 1968 i.e. 
7.i% only as against 30% in 1969 of the total number of em--
ployees attached to the Local Office concerned." 

6.4P. The Committee have also been informed that a Special! 
Survey has now been undertaken on an all India basis for aU strikes I 
lock-ollts during the month of December, 1969.' This will enable' 
the Corporation to ascertain the magnitude of the problem and the-
extel'lt of which E.S'!. Funds are liable to misuse on such occasions .. 

6.41. This problem was considered recently by the Sub-Com-
mittee of the Corporation to review the financial position of the 
E.S'!. Corporation. The Sub-Committee was of the view that the 
Regional Boards and wcal Committees should be activised to check 
abuse of cash benefits especially in the event of a strike or lock-out, 
and that the State Government should be requested to exercise fur-
ther control on certification. These recommendations were agreed 
to by the Standing Committee and the Corporation whiCh met in~ 

September, 1969. 
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6.42. The Committee need hardly stress that the tendency of mal-
: ingering by workers is most undesirable from all angles. By put-
. tfng an undue financial burden OIl the Corporation, it dimintshes its 
viability and thereby affects its long-term plannhig to provide ad-

-ditional benefiis to workers commODity. Obviously it cuts at the 
very roots of the principle of social insurance. Again. by increasing 
absenteeism in industry, the production suffers giving serious set 
back to the developing economy of the country. The Committee 
would, therefore, like that as soon as the Special Survey already 
undertaken on an all India basis is completed, the data should be 

. processed expeditiously with a view to review the present measures 
-and evolve foolproof checks to elimiDate UDs evil. Besides legal 
and administrative measures, appropriate meaas should be devised 
·to educate the workers in tlds regard by enlisting the cooperation 
of tTl!<t<;! unions. 

D. Waiting Period 

6.43. As mentioned earlier, the Act provides for an initial waiting 
-period of tw,o days for drawal of sickness benefit. The waiting 
period is imposed only for a spell of illness which is separated from 

· the previous spell by more than fifteen days. 

6.44. It has been suggested to the Committee by an Employees' 
Organisation that the waiting period should be abolished at least in 
the case of those spells of sickness which continue longer than three 

· days. On the other hand, the Employers' Organisation has suggested 
· that the existing period should be increased to four or five days. It 
has been argued that at present the employees are able to avail of the 

· sickness benefit on feigned illness. The practice adopted is that 
employees after working on Saturdays at the factories report to be 

· sick on Saturday evening to their Registered Panel Doctors and 
thereby become entitled for the full benefit from Monday onwards 

· without any loss of pay. During evidence, however, the employers' 
representative did not favour the idea of increasing the waiting 
period of two days to four or five. He added that the workers had 
adopted peculiar devices to get over these technicalities. For 
instance, he stated, workers afflicted upon themselves injuries for 
being entitled to temporary disablement benefit just in order to get 
higher quantum of benefit. 

6.45. This question was considered by the ESIS Review Com-
mittee quite in detail. After considering the practice obtaining in 
other countries where the provision for waiting period ranges from 

_ one to thirty days and the I.L.O. Convention which lays do~ three 
. days' period, the Review Committee had come to the conclUSIon that 
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th~re was no justification for any change. Since workers' represen-
iabves had appended a note of dissent to this recommendation of the 
Review Committee, the National Commission on Labour also gave 
thought to this question. The Commission in its Report (1969) has 
-observed that, "our scheme is already an improvement over the I.L.O. 
~onvention which prescribes a waiting period of three days. We 
therefore, see no need to disagree with the majority view of the 
(Review) Committee." 

1.4M. The Committee are inclined to agree with the views 
<expressed by the Review Committee and the National Commission 
.on Labour in the matter and feel that the existing provisien may 
.continue unchanged. 

E. No-claim Bonus 

6.47. In their memOl'andum submitted to the Committee, both the 
Employees' as well as Employers' OrganisatiO'J!LS have favoured the 
idea of giving some kind of incentive to workers who do not claim any 
-cash benefit or avail of medical benefit during the course of year. It 
has been argued by the representative of an Employees' Union that 
giving of 7 days cash benefit in the form <1f 'No claim Bonus', which 
can be allowed to accwnulate year after year, will lessen the tendency 
of taking false sick leave 'Or malingering. In the memorandum sub-
mitted by the Council of Indian Employers, it has been stated that 
there are instances where the covered employees neither receive any 
medical care nor cash benefits at any time during the year, although 
their own as well as their employer's contribution is paid to the Cor-
poration every year. It has been further stated that a 'No-claim 
Bonus' to such empl'Oyees will act as an incentive to reduce absentee-
ism and also will be advantageous to the Corporation and employers. 

6.48 Asked during the evidence whether any scheme or proposal 
of 'No-claim B,onus' to workers bad been examined. the Director 
General stated that with the extension of medical benefit to the 
families of the insured workers, the number of cases where no benefit 
would be drawn during the year either by the worker himseli or any 
member of family would be very very few, while the time and labour 
involved in processing these cas.es would be far too much. [n reply 
to a question, the Financial Adviser and Chief Accounts Officer also 
stated that the scheme would, not be administratively worthwhile. 
He, however, informed the Committee that the relevant record to 
show whether the worker or his family availed of or not medical 
or other benefit, was certainly available with the Corporation. He 
also added that the amount to be paid as 'No-claim Bonus' might not 
be much. 
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6.49. This question was considered by the ESIS Review Com-
mittee and it came to the conclusion that introduction ofa scheme 
of 'No-claim Bonus' was not likely to solve the problem of absentee-
ism. In its opinion, the scheme would be a great strain on the 
~our~es of the Corporation. It, howev.er, suggested that the ques-
tIOn Ill1ght be further examined by the Corporation at a future date. 
There was a note of dissent to this recommendation: appended by the 
workers' representatives. 

6.50. Recently, the National Commission on Labour again went 
intO' the question. It has inter alia observed as follows:-

"The major objection against a no-claim bonus seems to be that 
social insuranCe is based on the principle of 'sharing of 
risk and pooling of resources'. The suggestions made in the 
minority view are not different from the usual arrange-
ments in insurance which permit bonuses or no-claim 
rebates. There is, therefore, nothing in the suggestion 
to offend the insurance principle. We believ.e that the 
introduction of a no-claim rebate !nay induce workers not 
to avail of the facilities under the scheme unleSs they are 
required to. On this account there should be some savings 
which will partly off-set the additional burden on the 
funds as a result of the no-claim bonus. In any case, it 
should be possible in the initial stages to work out with 
the help of an actuary the quantum of the no-claim bonuS" 
which will not put undue strain on the funds. We, there-
fore, suggest that a scheme of no-claim bonus for ins-ured' 
persons who do not claim any benefit during a year should 
be evolved." 

6.51. The Committee are not convinced by the pleas given by the' 
representatives of the Corporation against the introduction of ~o
claim Bonus' scheme. Similar pleas are usually put forw'ard in' 
respect of any new proposal of tlhis 'kind. In fact the statement of the 
representative of the Corporation that the expected ~ber of claims 
under the scheme would be 'very very few' indicates that there would 
hardly be any marked increase in the cost of administl:ation on 
account of this scheme. Bather the likely benefits owing to change 
in psychology of workers would be far more in concrete terms. The 
Committee, therefore, while endorsing the views expressed by the-
National Commission on Labour, recommend that a suitable scheme-
of 'No-e1aim Bonus' for workers who do not avail of any benefit under-
the ESI Scheme during the year, should be framed for early tntro--
duction. 



CHAPTER VII 

MEDICAL BENEFIT 

7.1. Medical benefit consists of medical treatment for and attend-
3.Ilce on an insured person. Section 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 Act pro-
, .. ides that an insured person or (where such medical benefit is ex-
tended to his family) a member of his family, wh()<".,e condition re-
quires medical treatment and attendance, shall be entitled to receive 
medical benefit. Title to medical benefit exists so long as a person 
is in insurable employment or is qualified to claim sickness, mater-
nity or temporary disablement benefit. There is a free insurance 
period for tr.eatment after a person has been in employment for 
thirteen weeks or more which ranges from six to nine months, 
-depending upon his contribution record. In the case of an insured 
person suffering from specified long-term diseases like T.B. etc. the 
title to medical benefit is extended if he satisfies the prescribed 
-qualifying conditions, for another twelve months from the date on 
which h~ would otherwise cease to be entitled to such benefit. 

7.2. Under the Act, the responsibility for the provision of medical 
-care has been entrusted to the State Governments, the cost thereof 
being shared between the Corporation and the State Governments 
in an agreed ratio. The State Governments, therefore, arrange for 
medical care (outdoor as w,ell as in-door) and the Corporation re-
imburses them to the extent of seven-eighth of the cost where 
medical care is available to families also, and three-fourth of the cost 
where medical care is provided to insured persons only. The Amend-
ment Act of 1966 has, however, made a provision to the effect that 
the Corporation may, in consultation with the State Governments, 
undertake the r,esponsibility for providing medical benefit to insured 
persons and where such medical benefit is extended to their families, 
to the families of such insured persons in that State. The Corpora-
tion has so far undertaken the direct responsibility of administering 
the medical benefit only in the Union Territory of Delhi. 

7.3. The medical benefit under the scheme originally consisted of 
out-patient and domiciliary treatment only. The standard of 
medical care has oeen gradually improved from time to time and now 
includes pathological and ra:Hological investigations, specialists' 
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care and hospitalisation etc. As already mentioned elsewhere 
medical care of restricted type or expanded medical care of outdoo; 
variety, short of hospitalisation, is now being provided to families or 
insured persons. Full medical care including hospitalisation has also" 
been extended to families at three centres i.e. Hyderabad Warrangal, 
Vijayawada and Sirpur-Kagaznagar in Andhra Pradesh, Indore in 
Madhya Pradesh, Madras in Tamil Nadu and Bangalore in Mysore. 

7.4. The Committee need hard1y stress that the medical benefit 
is the king-pin of the Employees' State Insurance Scheme and that-
tIte suceess of the Scheme is judged by the scale and standard of the-
medical care made available to the insured persons and tlheir families~ 
The Committee hope that sustained efforts would be made to accele-
rate the growth of the Scheme of Health Insurance so as to develop 
it in the course of time into a universal health scheme for the whole-
country on the model of National Health Scheme in the United" 
Kingdom. 

A. Outdoor Medical Care 
7.5. Olltdoor care is provided either through the service system 

or the panel system. Under the service system, State Insurance dis-
pensaries with full-time salaried doctors are set up in convenient 
places. Mobile dispensaries are also available. Under the panel: 
system, private medical practitioners are appointed from the medical 
profession as Insurance Medical. Practitioners at whose private-
clinics treatment is available. 

Panel and Service System 

7.6. The selection of panel doctors is made by a Committe eor 
the State Government called "Allocation Committee". The panel 
doctor is expected to have his own consulting room and dispensary. 
He is also required to maintain certain minimum standards in respect 
of these which are verified by authorised inspectors before selection. 
The terms and conditions of service of panel doctors have been laid 
down and include range of service to be rendered, clinic hours, con-
ditions regarding domiciliary visits, etc. The insured persons have 
the choice to register themselves with any panel doctor of their 
liking. The panel doctors in return for a capitation fee of Rs. 17.50' 
a year per family unit are expected to provide ambulatory and 
domicile care and ordinary medicines (other drugs and dressings: 
are obtai! led from approved chemists on prescriptions made out by 
the panel doctors). It is expected that the doctor will requisition 
diagnostic aids such as may be found necessary by sending the 
patient with a written note to one 01 the diagnostic centres and where-
necessary refer the patient to a specialist for advice as well as for 
the prescription of the more costly patent medicines which may be-
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indicated for the particular disease. When the scheme was first . 
introduced in Punjab, a panel doctor was allowed to have 2,000 in-· 
sured persons on his list. Subsequently, this number was reduced. 
to 1,000 so as to ensure that the panel doctor could give adequate' 
care to the insured persons a.s well as attend to his private practice. 
At places where families are also entitled to medical care, a panel' 
doctor can have a maximum of 750 family units on his list. There-
are at present about 4,000 panel doctors under the scheme. 

7.7. Under the service system, separate dispensaries have been 
set up exclusively for· the insured persons and their families. The-
doctors working in these dispensaries are wholetime employees of 
the State Governments. They are 'generally drawn from the State' 
Medical Services and their services are transferable from E.S.I. dis-
pensaries to other State Government dispensaries I hospitals and vice
versa. The posts under the scheme are non-practising and a non-
practising allowance therefor is admissible. In order to make E.S.I. 
job more attractive, the Corporation has decided to give a special 
allowance of Rs. 100 per month to the medical officers working in 
the E.S.!. dispensaries. This allowance is paid entirely out of the 
funds of the Corporation and the expenditure thereon is not sharable 
with the State Govermnents. In the service dispensaries, provision' 
is available for routine laboratory tests such as examination of urine, 
blood, sputum, etc. The service doctor can send the patient for any 
special investigation that may be required to a hospital and can also 
direct the patient to a hospital when, in his opinion, specialist advice-
and prescription may be needed. At present, there are 580 full· time, 
25 part-time and 49 mobile service dispensaries having about 1,700! 
Insurance Medical Officers. 

7.8. The Committee desired to know what was the policy laid' 
down by the Corporation for the guidance of the State Government 
in regard to administration of medical care through service or panel 
system. In reply it has been stated that under section 58 of the' 
Employees' State Insurance Act, administration of medical benefit 
for the Insured persons and (where such benefit has been extended 
to the families) their families is the responsibility of the State Gov-
ernments who arrange for medical treatment at the clinics of Medi-
cal Practitioners or set up separate dispensaries and other institutions 
as may be necessary. The question whether out-door medical care 
may be organised through full-time dispensaries or through panel 
system is in the first instance considered by the State Governments. 
The decision is naturally based on the availability of medical and' 
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,para-medical personnel, suitable accommodation for setting up dis-
pensaries etc. The panel system is in operation mostly in Bombay 
..and Calcutta because the State Governments thought it appropriate 
to introduce the Scheme in these areas through panel system. The 
system is also prevalent in a few centres in the States of Gujarat • 

. Haryana and Punjab. 

7.9. The respective advanta'ges and disa~tages of direct and 
indirect patterns (service and panel systems)' of providing general 
physician's care as obtaining ill selected eight countries viz. Belgium, 

,Canada, Ecuador, Federal Republic of Germany, India, Poland and 
United Kingdom, were recently reviewed under· the aegis of the I.L.O. 
The following conclusions drawn as a result of the above study may 
:be of interest to mention here:-

"With both patterns there are advantages and disadvantages, 
the net balance of which must be weighed with reference 
to each nation. The indirect pattern is attractive to both 
patients and. doctors in the industrialised countries with 
the free market economies. Free choice of private gene-
ral physician meets the psychological needs of patients in 
those countries and satisfies the competitive entrepreneu-
rial interests of doctors. PhysiCians are generaly happy 
with this pattern, because it allows them great personal 
freedom and usually yields relatively high earnings. On 
the other hand, the indirect pattern of general physiCians' 
care has many disadvantages. The quality of services 
provided is certainly questionable, since the typical pri VCl.te 
doctor giving ambulatory care is working alone; he does 
not have the benefit of consultation from colleagues or the 
technicaJ. aid of ancillary personnel. The free-for-service 
payment method-whether through remuneration by a 
third party or reimbursement-often leads to excessive 
services which may be harmful and are always economi-
cally wasteful. Studies in the United States, where differ-
ent systems operate side by side and can be readily com:: 
pared, have frequently shown a higher vo'lumeof s.epvices 
of doubtful value under the indirect pattern; especially 
high is the rate of elective surgical procedures; like tonsil,. 
lectomy or appendectomy, which in the United States ar~ 
frequently done by general practitioners. The fee system 
moreover, often discourages general physicians from refer':' 
ring patients to spscialists, even when it is medically 
advisable to do so. The net costs toa social security 
scheme are ~¥ariably higher under the indirect pattern, 
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.as many experiences in Latin America have shown. Efforts 
at some control over quality and expenditure in the in-
direct pattern require a great deal of bureaucracy and 
paperwork, which are burdensome for all the parties-
patients, doctors and social sercurity agencies. 

With the direct pattern of general physician's care, there are 
numerous advantages which are the converse of the dis-
advantages above. Since doctors are employed in an 
organised framework, their performance is aided by 
equipment and ancillary staff rarely available in a private 
offce. The quality of the doctor's work is guaranteed by 
the fact that he is working under the critical eyes of a 
team of colleagues with whom he is closely associated. 
The costs per beneficiary are clearly lower, both because 
of reduction {1f unnecessary services and because of econo-
mies of scale and the availability of labour-saving equip-
ment. Referrals of patients to specialists can be more 
.easily arranged, since there are no incentives against this. 
Preventive services can be readily integrated with cura-
tive services, through the assistance of nurses, health 
educators and other auxiliary personnel. The young 
doctor's time can be used to full capacity from the onset 
of his professional career. Rural populations can be better 
served by assignin'g doctors to ambulatory facilities in 
rural areas. Demands on the doctor's time for clerical 
tasks, or even for very simple medical tasks, are less, be-
cause of the availability of auxiliary personnel and because 
of the inherently greater simplicity of the salary method 
of remuneration. Salaries can be fixed on the basis of 
'Objective measurements of qualifications and responsi-
bility, and awakward controversies or negotiations on fee 
'schedules are avoided. As for the ultimate outcome of 
the direct pattern in terms of the health and survival of 
patients, objective - evidence comparing the two pat-
terns is rare; in New York City, however, a careful 
study iIi 1955 showed a lower infant and maternal morta-
lity in a population served by the direct pattern (the 
health Insurance Plan of Greater New York) then in a 
demographically and socially comparable population serv-
ed by the indirect pattern of physician's care. The direct 
pattern, however, also has its disadvantages. An organis-
ed framework, of course, deprives the doctor of some of 
his independence, thereby sometimes lowering his morale. 
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If the leadership of the whole system is excessively rigid~ 
this may be quite serious. The very quantity of person-
nel in an organised health centre or polyclinic may lead 
to a certain impersonality which patients may find offen-
sive. Pressures for reducing costs can be promptly 
transmitted through the system and may lead to a quanti-
tative reduction in services below a reasonable level. 

Obviously everything depends on the net quantity of resources 
of personnel and facilities available in either pattern, and 
on the skill and sensitivity of the administrative leader-
ship. In the industrialised countries the resources a!"e 
greater; the indirect pattern may cause some wastage of 
those resources, but this may be tolerable in the interests 
of practical politics. In the developing countries. on the 
other hand the resources are usually very deficient, and 
their wastage cannot be tolerated. The direct pattern 
becomes the only reasonable choice if a social security 
scheme is to be developed at all. This has, indeed, been 
the usual decision in the developing countries, as well as 
in those industrialised countries which have .adopted a 
fully socialist political structure. Even in some industria-
lised countries with a moderately socialist structure, like 
the United Kin'gdom or Sweden, the direct pattern has 
been adopted for most specialist services and hospitalisa-
tion, though not for general practitioner care". 

7.10. The relative merits and demerits of the panel and service 
system in India have been discussed on a number of occasions in the 
past by the Corporation, its Standing Committee and also C!d hoc 
Committees. In 1960, the Mudaliar Committee pointed out certain 
deficiencies in the panel system and made suggestions for improve-
ment, viz., proper scree$g in regard to qualifications and facilities,. 
setting up polyclinics, fixation of limit for term of appointment, etc. 
The Committee felt that in view of the non-availability of sufficient 
number of medical personhel, it might not be possible to change 
over from panel to ~ervice system for several years. It is under-
stood that its recommendations as approved by the Medical Benefit 
Council were communicated to the Governments of Mysore, Maha-
rashtra, West Bengal, Punjab and Tamil Nadu on 16th February,. 
1962 and that the Governments of Tamil Nadu, Mysore and PU!ljab 
~ve already carried out amendments in the Employees' State Insur-
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&nce (Medical Benefit) Rules. Similar information in respect of 
States of Maharashtra and West Bengal has not been furnished to 
the Committee. 

7.11. Recently the E.S.I.S. Review Committee also examined this 
question. In its Report, the Review Committee has observed:-

"Service system offers better possibilities of giving satisfactory 
medical service to the insured persons and their families. 
However, conditions in some centres are such that adop-
tion of the service system may not be possible. In such 
places the State Governments should give high priority to 
the setting up of at least a few conveniently located service 
dispensaries and the insured persons may be given a choice 
whether to enrol with an Insurance Medical Pr&ctitioner 
or at the service dispensary. This in course of time, will 
show whether the insured persons under similar ronditions 
show any clear preference for one or the other." 

7.12. The Review Committee also suggested the following steps 
to be taken to remove the deficiencies noticed in the working of the 
panel system:-

(i) The standards of space and facilities at panel doctor's 
clinics should be rigorously enforced. Those who fall 
short of the requirements should be removed from the 
panel. 

(ii) Attendance of panel doctors at their clinics at the ap· 
pointed hours should be strictly supervised and prompt 
action taken against defaulting doctors. 

(iii) Random sample checks of the prescription~ issued by every 
doctor should be made by senior medical inspecting officers 
frequently. The purpose of this should be to ddect any 
persistent tendencies to over-prescribing OT any bonafide 
errors in diagnosis or prescription. The inspecting officers 
should be encoura'ged to give to the doctors concerned 
suitable advice, in confidence, in cases of bonafide errors. 

(iv) Special checks should be kept on those doctors who are 
found to be issuing certificates or prescriptions for expen-
sive medicines much in excess of the averRge for the area 
or the centre. 
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(v) Complaints of misbehaviour by insured persons against 
the doctors and vice versa, should be promptly investigat-
ed and appropriate action taken where called for. 

The above recommendations of the Review Committee were com-
municated to the State Governments for action on the 8th August, 
1967. 

7.13. The representative of Employers' Organisation also during 
oral evidence before the Committee expressed in favour of the 
service system. He suggested that in areas of real labour concentra-
tion only service system should be tried as it would certainly give 
better service to workers. 

7.14. As regards the oft-repeated complaint of workers about re-
kIctance of the panel doctors to pay domiciliary visits, thE> Commit-
tee desired to know what particular remedial mea8ures had been 
taken in that regard. The Committee have been informed in a 
written reply that while enhancing the rate of capit~tion fee to 
Rs. 17.50 pl~r family unit, per annum, it was made obHgatory for the 
Insurance :M:edical Practitioners to undertake domiliciary visits. The 
Insurance Medical Practitioners make necessary entry in the 
Medical Re-cord Envelope of the Insured Person about the domiciliary 
visit paid by him. However, the State Government authorities are 
expected t.) exercise the necessary checks to ensure that Insurance 
Medical Practitioners are making domiciliary visits wherever needed. 
The complaint about the neglect of an Insurance Medical Practitioner 
to make domiciliary visit, is investigated by the Medical Service 
COIllmittel~ as it amounts to violation of the terms of service of 
Insurance Medical Practitioners. 

7.15. The representative of the National Integrated Medical Asso-
ciation (M,aharashtra State Branch) who appeared before the Com-
mittee was asked specifically about the said complaint of workers. 
The witness admitted that there might be stray cases of that kind of 
lapse on the part of panel doctors. But for them penal action in-
cluding removal from the panel can be taken by the Service Com-
mittee. 

7.16. The above-mentioned Association in their memorandum 
submitted to the Committee as also their representative when appear-
ed for oral evidence represented that since the panel doctors were 
bound almost by all the restrictions of a full-time Government ser-
vant, certain facilities like provident fund, gratuity, bonus and leave 
1:!tc. should beconsideTed for them. It has also been represented 
to the Con\mittee that the Capitation fee of Rs. 17.50 paid to a panel 
doctor should be raised to Rs. 35.00 in view of the rise in the cost of 
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Jiving index and additional time taken on account of frequent domi-
ciliary visits beyond prescribed minimum five hours in the dispen-
sary and in attending to serious cases. 

7.17. It is understood that the question of review of capitation 
fee was considered by the Standing Committee and the Corporation 
at their meetings held on 7th December and 9th December, 1968 and 
it was decided that a "One Man Committee" consisting of the Director 
General of Health Services should be set up to study all aspects of 
the working of the panel system including the Capitation Fee. This 
Committee is seized of the matter and has already collected the neces-
sary material. The Director General Health Services has since visit-
ed Ahmedabad, Bombay and Calcutta and met all the interests con-
cerned. It is expected that the report will be completed shortly. 

7.18. The Committee note the view held preponderantly tblat the 
service system provides more satisfactory care to workers than the 
panel system. The former system is also more amenabfe to control 
and discipline. While appreciating that due to general shortage of 
qualified medical and para-medical personnel in the country, it may 
not be possible immediately to bring major centres like Calcutta 
and Greater ' Bombay under the service system, the Committee 
suggest that suitable steps should be taken to gradually switeih over 
to the service system in those areas. Meanwhile, the Committee 
tmst, serious efforts by way of careful selection and constant super-
vision would be made to remove the deficiencies of the panel system 
so as to make it effective apparatus of service to workers. 

7.19. The Committee hope that one-man Committee set up to go 
into the grievanlCes of the panel doctors in regard to capitation fee 
etc. would soon finalise their recommendations and necessary aefion 
thereon would be taken expeditiously by the Corporation/Govern-
ment. 

Employers' Dispensaries 

7.20. It has been suggested to the Committee that the Corporation 
shOUld, as a matter of policy, accept applications from employers 
for recognition of their dispensaries under the Scheme. Besides 
proper medical service to the employees on the premises of the 
establishment, this would .ensure. it is felt, an effective check on the 
issue of certificates for illness and a better control on issue of medi-
cines.etc. 

7.21. In a note, the Committee have been informed that the broad 
conditions laid down by the Corporation in regard to the utilisation 
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of medical facilities of Employers to the insured persons and their 
families under the Employees' State Insurance Scheme are as 
under: 

(i) The medical care provided by the Employer is of at least 
as good a standard as would be provided by the State 
Government to the insured persons and their families 
under the Employees' State Insurance Scheme; 

(ii) The dispensary premises of the employer are open to 
inspection by the officials of the State GoverDm.ent and 
the Corporation with a view to ensuring that the re-
quisite standard of medical facilities is maintained. 

(iii) The dispensary will be open only to those employees of 
Employer who opt to receive treatment at the dispensary 
provided that the Employer will be required to provide 
treatment to such of the employees of other factories as 
may be assigned by the Allocation Committee. Normally 
no such assignment will be made if alternative arrange-
ments are possible; 

(iv) The Employer and his medical staff will be subject to 
conditions similar to those laid down for panel doctors 
where that system is adopted; 

(v) The employer will be entitled to a payment of Capita-
tion fee of Rs. 17.50 for each insured persons and his 
family for outdoor treatment including domiciliary visits 
and the cost of all ordinary drugs and dressings.. For 
the supply of medicines in the list meant for the 
Specialists, payment @ Rs. 6/- per insured person will 
be additionally made. 

'7.22. The Committee have further been informed that the agree-
ment for the. utilisation of employers' dispensaries is to be executed 
between the State Government and the employer on the broad con-
ditions indicated above. At present, the number of such recognised 
-dispensaries is 34. Asked how many requests from employers for 
recognition of their dispensaries during the last three years were 
rejected and what were the grounds therefor, it has been stated that 
no such requests have been rejected by the Corporation. 

7.23. The Committee feel that there should hardly be any objec-
tion to recognise the aispensaries initially set up by the employers 
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for utilisation under the Seheme provided they satisfy broadly the 
-conditions laid down in that regard. This would supplement the 
-eftorts of the Corporation and also be helpful in overcoming inciden-
tal problems such as buildilllt etc. 

System of medicine 

7.24. The medical benefit under the scheme is provided through 
the modern system of medicine except in a few centres where 
facilities have been provided for treatment through Ayurvedic 
system. 

7.25. It has been stated that the Corporation at its meeting held 
()n 10.5.1950 decided that where a substantial number of workers 
demanded treatment by the system of medicine other than Allopathy 
.and where the State Government had recognised the qualifications 
in such systems, treatment facilities should be provided under these 
'Systems as well The State Governments accordingly consider the 
need for providing facilities for Ayurvedic treatment with reference 
to demand for such treatment and make arrangements, if they have 
recognised the qualifications in such systeIns in their State, in con-
sultation with the Corporation. 

7.26. At present facilities for Ayurvedic treatment of insured 
persons and their families have been made available in the following 
States to the extent indicated against each:-

'(I) Andhra Pradesh 

(2) .Gtijarat 

(3) Maharsshtra 

(4) Mysore 

l~) Uttaf Pradesh 

. Separate Ayurvedic Cell in one dispensary of 
Hyderabad. 

Almost all dispensaries have arrangements 
for Ayurvedic treatment. 

727 panel practitioners qualified in inte-
grated system of medicine provide out-
patient medical care. 

2 Ayurvedic Units at Bangalore. 

, Ayurvedic dispensary at Kanpur. 
-------------_._---_. 

'.27. The Committee desired to know whether it would not be 
better to establish Ayurvedic, Unani and Homoeopathic dispensaries 
in different places without awaiting a formal demand :£rom insured 
persons. In a written note, it has been pointed out that the arrange-
ments to provide medical care through alternative system of medical 
care, are made from out of the total medical care budget on the 
basis of approved yardstick. Any arrangement so made to provide 
alternative system 'Of medical care will have to be made a corres-
ponding reduction in the authorised Allopathic arrangements or by 
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increased finallcial allocations. It has been added that such an 
expenditure without any demand for the system may invite criticism 
from the interests concerned. ' 

7.28. The COmmittee are not convinced Ity the reasoning 
advanced by the Corporation against the setting up of dispensaries 
to provide treatment through indigenous systems of medicine that 
such a step could only be in addition to the existing facUities and 
hence would result in increase in the expenditure on medical care. 
They also do not share the Corporation's apprehension that in case 
any initiative is taken suo moto by reducing expenditure on allo-
pathic side, it may invite criticism from the' interests concerned. The 
Committee recommend that steps be taken to set up one-doctor units 
of Ayurvedic and Homoeopathic system, to begin with, in such Allo-
I)athic dispensaries as are situated in heavily concentrated areas, 
after ascertaining the views of beneficiaries through local workers' 
organisations and local Committees, if any. If the experience in the 
course of time finds favour from the beneficiaries, the facility may 
be extended to other areas also. The Committee feel that treatment 
through these systems would not only prove to be effective but being 
cheaper would also curtail the total budget on medical care.· In 
their opinion. tbe importance of evolving a low-cost effective medical 
system for a country like India having limited resources anrl a vast 
population. need hardly be exaggerated. 

Beneficiaries' complaints 

7.29. Workers' Organisations in their memoranda submitted to 
the Committee as well as their representative in his oral evidence 
have particularly mentioned the' usual complaints from workers jn 
regard to medical care, such as non-availability of medicines, 
shortage of medical and para-medical staff, indifferent attitude of 
doctors towards insured persons and inadequate number of ambu-
lance cars. These deficiencies have also been noticed by the General 
Purposes Committee of the Corporation which visited various States 
in the past. It has been pointed out that the workers often do not 
get medicines prescribed by the specialists either at the service djs-
pensary or at tbe-store or at the' Chemist's shop and they hav£, to 
purchase the niedicinesat their own cost. It is also alleged that 
in the' preparation of formularies-emphasis is more on price than 
on quality and that cheaper drugs are ptiescribed even if they bflve 
no therapeutic value. 

7.30. nurin~ thejr on-the-RPQtvisits t<;} SClme of the centres in 
Eastern Zone, the Committee n'otic~tha~t~e number of. doctors and-
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para-medical staff fell short of their sanctioned str~ngth and also 
that there was inadequate aIIlbulance service avaAable to the insured 
persons. 

7.31. The Committee desired to know whether there is any sub-
stance in the above-mentioned complaints and if so, what machinery 
exists in the States and the Corporation to look into these com-
plaints and to what extent it has not been possible to meet these 
complaints. In a written reply, the Committee have been informed 
as under: 

"rn a scheme of the magnitude of Employees' State Insurance, 
some complaints about the quality of service or the atti-
tude of the perspnnel are inevitable. By and large, the 
number -of complaints on this account received at the 
Ifeadquartershave been relatively very few considering 
the number of beneficiaries covered. On receipt of such 
complaints at the- Headquarters, the same are forwarded 
to the State Governments for necessary action and a 
report is called for on important complaints. Each State 
has a separate Administrative Medical Officer to look after 
medical care under the Employees' State Insurance 
Scheme and complaints connected therewith are attended 
to by him. The complaints relate mostly to alleged situa-
tion at the time -of consultation/treatment, and these are 
mostly of remediable. character. The complaints are also 
discussed and sorted out at the meetings of the Local Com-
mittees and the Regional Boards." 

7.32. In reply to a question it has been stated that in the pres-
cribed Pharmacopoeia drugs are included not with reference to the 
price but keeping in view the therapeutic value. The drugs have, 

~ however, been mentioned therein by their pharmaceutical names and 
not by the proprietory names by which these are sold in the market 
with a view to keep down the cost. 

7.33. In reply to another question, it has been stated that the' 
Medical Benefit Council has set up a permanent Sub-Committee to 
keep the Pharmacopoeia uptodate~ -The revised Pharmacopoeia was 
last adopted by the Medical Benefit Council at its meeting held on 
the 24th DctoBer. 1969~ 

~ .• '1.34.. Froni a perusal of the Pharmacopoeia, it is noticed that there' 
are two lists of medicine~.. on.e; out of . w~ch . the medicines can be 
is~ued to insured· person~'on the,prescrjptio~ of ' Insurance Medical . , . 
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·Officer and the other out of which the medicines can be issued on 
the prescription of Specialists. 'The ESIS Review Committee in its 
,report has recommended that "there should be only one list of drugs 
from which the doctors, including specialists, should be required to 
prescribe". It further recommended that "such list must be com-
prehensive enough and must be kept up-to-date by fairly frequent 
revision". This recommendation is yet to be considered by the 
'Standing Labour Committee. 

7.35. The following statistics indicate the number of service 
-doctors in position as against sanctioned strength for each State 
'auring the last three years:~ 

----
1966-67 1967-68 1968-69 

State Sanction- In Sanction- In Sanction- In 
ed Position ed Position ed Position 

Andhra Pradesh 83 78 140 135 148 141 

Assam II lO II 10 13 13 

'Bihar 79 75 82 75 83 67 

Gujarat 180 ISo 191 187 388 358 

Haryana 49 23 39 :z.:z. 45 34 

'Kerala . 132 122 142 137 189 108 

'Madhya Pradesh 133 120 137 109 I 117 

Maharashtra 63 45 7'2 60 86 64 

Mysore . 75 71 171 97 175 121 

,Orissa 23 23 27 19 27 22 

Pondicherry 8 4 10 9 10 9 

'Punjab 34 17 34 22 39 29 

'Rajasthan • 61 48 57 52 6, 57 

TamilNadu 104 100 260 230 :'47 302 

'Uttar Pradesh 224 148 120 113 226 144 

West Bengal 

Delhi 107 I Xl II5 107 IIO 109 

Total: . 1,336 1,164 1,618 1,373 2,092 1,695 
77 ------------

7.36. The Committee have been informed that according to the 
-existing revised yardstick one Insurance Medical Officer is admissi-
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'ble in the Employees' State Insurance Dispensaries on the basis of 
1,000 employees family unifs. The number of doctors admissible 
:according to the said yardstick would approximately be as under: 

State 

Andhra Pradesh 

Assam 

Bihar 

Delhi 

Gujarat 

Kerala 

Madhya Pradesh 

Maharashtra 

Mysore 

Orissa 

·Punjab, Haryana Himachal Pradesh and Chandigarh 

Rajasthan 

TamiJNadu 

Uttar Pradesh 

West Bengal 

No.ofemplo No. of 
yeesfamily doctors 

units admissible 
(Appx.) 

1,07,750 108 

14,050 14 

57,400 57 

95,000 95 
3,22,750 323· 

1,46,100 146 

95,300 95 

8,14>450 814-

1,83,800 184 

29,500 29 

1,84,150 184· 

62,650 63 

3,19,600 320-

2,54,650 255 

7,61,850 762• 

33,49,000 3.449 

- In these States, along with; the service system, panel system also is in operation, the 
yarstick for which is one doctor for 750 family units. This fact has, therefore, to be kept 
in view while drawing comparison with the figures of service doctors given in preceding para-
graph. 

7.37. The position regarding the number of ambulances available 
against the number of insured persons in each State as on 31st 
March, 1969 is given below:--

State No. of No. of 
Insured ambulances 
Persons 

Andhra Pradesh 1,23,000 10 

Assam li,5OO 2 

Bihar y/" 65,500 5 

. Gujarat ~,33,000 S 



Kerala 

Madhya Pradesh 

Maharas~ tra 

Mysore 

Orissa 

Punjab, Haryana, H. P. & Chandigarh 

Rajasthan 

Tamil Nadu 

Uttar Pradesh 

West Bengal 

Delhi 

Total 

No. of Ins'ued No. of 
persons ambulances 

1,58,000 I 

1,01,500 6 

8,55,000 15 

1,94,500 8 

32,500 3-

2,01,000 6 

76,500 

3,39,500 24 

2,92,500 4 

8,61,500 10 

1,25,500 3 

37,?6,5CO 103-
... _---------

7.38. In-regara. to ambulance service available under the scheme, 
the ESIS Review Committee has·· observed:-

"There is a glaring inadequacy of ambulance service. ESI 
authorities should explore the possibilities of getting some 
:::irms interested in the manufacture of ambulance bodies 
on indigenously manufactured chasis. It is recommended 
that the 'E.S.I. Corporation should attend to this since 
State Governments may not be able to do it expeditiously. 
The importance of proper up-keep and manning of the 
ambulances available at present is further stressed so that 
they may be used to the maximum possible extent." 

The above recommendation is yet to be considered by the Standing 
Labour Committee at its next meeting. 

7.39; The Committee are surprised at the attitude of complacency 
re8ected in the reply fumishtld to the Committee about the com. 
plaints of workers in regard to non-availability of medicines, 
shortage of doctors and their attitude of indifference, ambulance 
~l'Vice, etc. The Committee note that the number of doctors in 
position has all along been less than the sanctioned strength during 
tbe last tlu-ee years, 1966-67, 1967-68 and 1968-69, as is evident from 
the num1ter of vacancies wbith was 202, 245 and 397 respectively. 
In respect of some of the States there is marked difference in the 
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sanctioned and actual strength of doctors. Similarly, the number of 
ambulance is prima-facie inadequate to cater to the needs of the 
insured persons. The Committee would like to suggest that suitable 
measures should be devised by the Corporation/Government to help 
safeguard the quality of service provided to beneficiaries under the 
scheme. Besides administrative surveillance and review of different 
component parts of the system, the feasibility of collecting statistics 

.on selective basis regarding the results of the medical care in terms 
of recovery of patients may also be examined. Such evaluation 
may be helpful in taking the corrective measures wherever necessary. 

7.40. The Committee are glad that a Sub-Committee of the 
Medical Benefit Council has been set up for the revision of the 
pharmacopoeia and they trust that the pharmacopoeia would be 
periodically reviewed to keep it up-to-date. 

B. Specialists' Care 

7.41. It has been represented to the Committee that the Specialist 
facilities in Orthopaedics, Psychiatry, Diabetes, Venerology and 
such other branche"s do not exist at many places and hence should 
be provided. 

7.42. The number of full-timejpart-time specialists in each State 
is as given below:-

Andhra Pradesh 

Assam 

Bihar 

Gujarat 

Haryana 

Kerala " 

Madhya Pradesh 

Maharashtra 

Mysore 

Orissa 
Punjab 
Faj~han 

Tamil Nadu 
Uttar Pradesh. 
West Bengal 
Delhi 
Pondicherry 

TOTAL 

Part-time Full-time 

14 

2 

141 

35 

90 

77 

123 

29 

5 
45 
IO 

87 

6 

I~ 

3 

10 

10 

57 
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7.43. From the material furnished to the Committee, it is noticedl 
that in respect of the following branches there is no specialist avail-
able in the States indicated against each of them:-

Medicine . 

Surgery 

T.B. 

Eadiology 

Pathology 

Obstetric & Gynaec%gy 

Paediatric 

E.N.T. 

Eye 

Skin 

. Orthopaedic 

Leprosy . 

Dental 

Psychiatry 

ReJretionist 

Cardiac Surgery 

Neurology 

Neuro-Surgery • 

Cardiology 

Ayurvedic 

General • 

Assam & Rajasthan. 

Assam & Rajasthan. 

Andhra Pradesh, Assam, Bihar & Rajasthan. 

Assam, Bihar, Rajasthan & Pondi~erry. 

Assam, Bihar, Maharashtra, Orissa, RajH-
than & Pondicherry. 

Andhra Pradesh, Assam, Bihar, Orissa~ 
Rajasthan & pondicherery. 

Andhra Pradesh, Assam, Bihar, Haryal'a, 
Kerala, Orissa, Rajasthan, Uttar Pradesh" 
West Bengal & Delhi. 

Andhra Pradesh, Assam, Bihar, Orissa" 
Rajasthan & West Bengal. 

Andhra Pradesh, Assam, Bihar, Haryana, 
Orissa, Rajasthan & Pondicherry. 

Andhra Psadesh, Assam, Bihar, Haryana" 
Orissa, Rajasthan & Pondicheny . 

Andhra Pradesh, Assam, Bihar, Haryana, 
Maharashtra, Orissa, Rajasthan, Uttar 
Pradesh & Pondicherry. 

Andhra Pradesh, Assam, Bihar, Gujarat~ 
Haryana, Maharashtra, Mysore, Orissa, 
Rajasthan, Pondicherry & Delhi. 

Andhra Pradesh, Assam, Bihar, Mahara-
shtra, Mysore, Orissa, Rajasthan, Uttar 
Pardesh, West Bengal & Pond ich erry. 

In none of the States except Gujarat~ 
Tamil Nadu & West Bengal. 

In none of the States. 

In none of the States except Gujarat. 

In none of the States except Gu;arat & 
Mysore. 

Do. 

Do. 

In none of the States except Maharashtra. 

Andhra Pradesh, Assam, Bihar, Tamil' 
Nadu, Orissa, Uttar Pradesh, West 
Bengal, Pondicherry and Delhi. 
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7.44. In reply to a question, it has been stated that the services oL 
the full-time or part-time specialists in Orthopaedic, Psychiatry etc. 
are being rendered to the beneficiaries where the State Governments 
have been able to appoint them. 

7.45 .. The CoDllnittee are surprised to find that some of tbe State( 
do not have specialists' facility even in regard to common branchet 
such as Medicine, Surgery, T.B., E.N.T. Skin, etc. Workers in States 
like Gujarat, Maharashtra and Uttar Pradesh, which have large 
centres, also are not provided with specialists' facility for ortho-
paedic treatment. The Committee suggest that all possible steps. 
should be taken to remove this lacuna and the Corporation should 
take particular care in ensuring that the concerned State Govern--
ments act in the matter swiftly. 

C. Administration, Supervision and Control 

Agreement with States 

7.46. Sub-section (3) of section 58 of the Act provides that the 
Corporation may enter into an agreement with a State Government 
in regard to the nature and scale of the medical treatment that should 
be provided to insured persons and (where such medical benefit is 
extended to the families) their families (including provision of" 
buildings, equipment, medicines and staff) and for the sharing of the" 
cost thereof and of any excess in the incidence of sickness benefit to 
insured persons between the Corporation and the State Govern-
ment. 

7.47. In pursuance of the above provision, the Corporation has so 
far entered" into· agreement with the following States on the dates· 
indicated against each. The deeds of Agreements _ with all these 
State Governments have oeen entered on the lines of Standard" 
Agreement (Appendix IX) except minor variations. 

--_._----
Year of ex- Date of agree-
tension of ment 

scheme 

1 2 3 

(1) Andhra Pradesh· 1955 11-10-1968 

(2) Assam -1' 1958 21-2-1962 

(3) Bihar 1951 11-2-1957 

(4) Kerala 1956 21-5-1956 

(5) Madhya Pradesh 1955 9-8-1962 
-----
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1 2 3 

(6) Mysore 1958 1-6-1960 

(7) Orissa 1960 5-2-1958 
(8) Punjab 1953 7-12-1957 
(9) Rajasthan 1956 4-7-1957 

(10) Tamil Nadu 1955 23-3-1956 
(II) West Bengal -. 1955 22-4-1969 

7.48. No agreements have'so far been entered into with the 
'Governments' of the States of Gujarat, Haryana, Maharashtra and 
Uttar Pradesh and Union Territory of Delhi. 

7.49. It has been stated that the States of Maharashtra, Gujarat 
.and Uttar Pradesh have agreed in principle to the nature and scale 
of medical treatment and sharing of cost thereof. But the final 
deed of agreement with these States is still under finalisation 
because of differences on certain clauses of the draft agreement. 

7.5<J. The Committee have been informed that all the State 
·Governments where the Act is in force have since framed the rules 
under section 96 of the Act with regard to scale of medical benefit 
to be provided, establishment of hospitals, the nature and extent of 
staff, equipment and medicines available at hospitals\dispe.nsaries 
etc. The scale of medical benefit as laid down in the Rules of each 
State is uniform. 

7.51. The Committee are unhappy to note tbat agreements wit~ 
some of the States were entered into after expiry-of a long period 
from the date of extension of scheme ~ theSe 'States. Th.ey hope 
that agreements with the remaining StateS woulcl he finBllsed 
. expeditiously. 

Medical and Para-medical staff 

7.52. In view of the shortage of medical and para-medical staff 
in the country in general and for the ESI Scheme in particular, the 
ESIS Review Committee has recommended that "full-fledged medi-
cal colleges should be started at places where there are large and 
well-equipped E.S.!. Hospitals, either directly by the Corporation or 
by the State with the help of the Corporation. In cases where the 
Corporation contributes financially to medical training, the students 
or train'Pes coiicerned should be under an obligation to serve the ESl 
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Scheme for a specified period which should not be less than 5 years. 
after achieving full qualifications. The ESI Hospitals should be 
utilised for the training of nurses and other para-medical staff". The 
.Review Committee has felt that the complaints of the insured persons 
against being entrusted to the care of raw and inexperienced doctors 
is legitimate and accordingly has suggested that the doctors· posted 
in ESI dispensaries or hospitals should not have less than 3 years' 
professional experience. The -Review Committee has also felt that 
qualified doctors often find service in ESI Scheme unattractive and 
that the ESIC allowance of Rs. 100 p.m. in addition to non-
practising allowance admissible under the State Government rules 
is not an aaequate inducement for the doctors. No decision has so 
far been taken oh these recommendations which will be considered 
by the Standing Labour Committee at its next meeting. 

753. Asked during evidence whether there was a proposal to 
extend the Central Government's medical service conditions and pay 
scales etc. to ESI doctors, the Director General stated:--

"Some time back (August 1967), it was felt that probably the 
reluctance of the-dodors in the States for doing ESI work 
might be due to inadequate scales of pay as compared to 
the Central Health Service pay scales. We had written 
therefore to the State Governments to enquire whether 
they would consider coming over to the Central Health 
Service scales of payor whether some allowances or other 
attractior.o-; could be given so that the doctors who came 
for ESI work feel contented and are able to devote their 
time to this work. And we have received replies from 
the State- Government .... " 

7.54. In a note submitted to the Committee, it has been stated 
that the response of the State Governments to the above-mentioned 
suggestion was not encouraging in view of administrative difficulties 
involved in havinifiwo sets of scales of pay for the same service. 
As an alternative, it has now· been suggested to the State Govern-
ments that the quantum of ESI special allowance may be suitably 
increased. While some of the States have replied to this alterna-
tive proposal, others are still considering the matter. 

" 7.55. In reply toa question, it has been indicated that there is no 
-proposal to create a separate cadre of ESI doctors for the country 
-as a whole. 

7.56. The Committee would like to recommend that feasibility of 
-creating a separate all India cadre of ESI medical oRicers on the lines 
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of Central Health Service with an earmarked quota for each State-
he examined in consultation with the State Governments. TheCom-
mittee feel that the creation of an all India Cadre under the overall 
control of the Corporation would inculcate a sense of belonging to 
the scheme in the minds of those serving it and also enable the 
Corporation to have an effective control over the administration of 
medical care. 

Supervision 

7.57. The day-to-day supervision of medical facilities is exercised 
by the Administrative Medical Officers and other staff appointed by 
the State Governments. About the efficacy of this arrangement, the 
ESIS Review -Committee has observed as follows:--

"At present Administrative Medical Officers do not appear to 
have sufficient number of Medical Officers to carry out this 
supeivisory function adequately. Further, they have to 
look after the administration of medical care in several 
centres in a State which makes it more difficult for them 
to devote detailed and day-to-day attention to the problem 
in each centre. Weare, therefore, of the view that the 
offices of the AMOs should be strengthened and adequate 
inspecting staff provided to enable them to exercise the 
kind of detailed and day-ta-day supervision which the 
Scheme demands. We further feel that there is need 
for the appointment of senior medical officers to assist 
the AMOs' at all the centres which have an insured 
population of 25,000 or more. While the AMO should 
be responsible for general administration of the medical 
care in the State as a whole including its extension to 
new centres in the State, the local medical officers should 
be entrusted with the day-ta-day administrative and super-
visory functions." 

The above recommendation was communicated to the State Govern-
ments for action on 8th August, 1967. 

7.58. At the Corporation level, the supervision is exercised only 
to a limited extent through periodical survey, review and inspections 
of the medical arrangements in the States by the Director General~ 
the Medical Commissioner, the full-time Medical Referees and a 
Sub-Committee of the Corporation, called General Purposes Sub-
Committee. 

7.59. The General Purposes Sub-Committee was appointed by tbe 
Corporation in 1955 to go round the areas where the scheme had 
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been implemented with a view to assess its actual working and the 
medical arrangements and make their recommendations. The Sub-
Committee was last nominated by the Corporation at its meeting 
held on the 2nd November, 1966. It consists of 13 members includ-
ing the representatives of employers, employees and the medical 
profession, one Member of Parliament and the Director General. 
The Medical Commissioner is the Convener of the Sub-Committee. 

7.60. The Sub-Committee has vjsited all the States except Gujarat 
and Haryana. It met last in 1907 when it visited five centres in 
Orissa. Since then it has not met. 

7.61. Asked why the Sub-Committee had not undertaken any 
tours after 1967, the Director General stated during evidence as 
follows:-

"It was no use going to more States and adding on to work. 
We had been concentrating on getting the compliance of 
the State Governments made during the visits already 
done and on the results achieved. I also felt that it was 
perhaps unnecessary to trouble so many members of the 
Committee when the main purpose could be served by 
the Medical Commissioner going and finding out at least 
the major defects which the States should be able to 
remove before we could go into the minor points of detail 
of the working of each hospital and dispensary. We have 
been really concerned with over-coming the major, broad 
defects or deficiencies in the working of the medical 
scheme in the States." 

7.62. In response to a written question whether any member of 
the Sub-Committee either formally OJ; informally expressed a desire 
that the Sub-Committee should undertake a visit to some State, it 
has been stated that recently a member has suggested a visit to 
Haryana. The matter is under consideration. 

7.63. In reply to another question, it has been stated that the 
Director General and the Medical Commissioner plan their visits as 
the needs and situation arise. The full-time Medical Referee visit 
dispensaries/clinics. as a part of their regular day-to-day duties. 
During the last three years, the Director General and the Medical 
Commissioner have visited ESI institutions and reviewed the work-
ing of the medical side of the scheme almost in all the States. The 
States which have not been visited either by the Medical Commis-
sioner or the Director General during the last three years a!'e Kerala 
and Rajastlian. 
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7.64. While replying to the discussion on motion for consideration 
of the Employees' State Insurance (Amendment) Bill in Lok Sabha 
on 15th November 1966, the Deputy Minister of Labour had stated, 
"we have instituted a number of teams of medical experts who are 
visiting different States. Sometimes they are going and carrying 
out surprise visits of various Hospitals and Dispensaries and have 
suggested various remedial measureS .......... ". The Committee 
desired to know the composition and number of these teams and 
periodicity of their visits. In reply it has been stated that there was 
one ful-time technical team of 3 Deputy Medical Commissioners 
consisting of two Physicians and one Surgeon. They remained in 
position for different periods and functioned altogether for a period 
of about Ii years. The teams visited 5 States from March, 1966 to 
March, 1967 and the periodicity of their visits from one State to 
other ranged between 2 to 6 months. The States visited by the Team 
were Uttar Pradesh in March, 1961), Rajasthan in May, 1966, Madhya 
Pradesh in July, 1966, Andhra Pradesh in September, 1966 and 
Haryana in March, 1967. The team is not in existence since May, 
1967 due to the non-availability of suitable personnel. 

7.65. The need of greater supervision by the Corporation over the 
administration of medical care has also been stressed before the 
Committee by the interests concerned. 

7.66. The Committee regret that the General Purposes Sub-Com-
mittee which was intended to serve as an effective instrument of 
supervision over the administration of medical 'henefit in States has 
been allowed to become practically defunct after 1967. The Com-
mittee are of the opinion that the periodical visits of the Principal 
Officers of the Corporation to inspect and review the medical 
facilities available under the Scheme in the States are no substitute 
to the visits of the General Purposes Sub-Committee of the Corpo-
ration. They feel that on the spot observation of the medical insti-
tutions by the Sub-Committee would, besides gearing up the local 
administration and providing a psychological satisfaction to the 
beneficiaries about Corporation's vigilance of its l'esponsibilWe<:. 
enable the members of the Corporation to have a first hand inform"-
mation of the administration of medical benefit which in turn would 
undoubtedly help the Corporation in taking appropriate remedial 
measure!! from time to time. The Committee tmst that the SUb-
Committee would undertake visits to the States regularly and their 
reports considerted by the Standin~ Committee/Corporation for 
takin~ appropriate action on them. Care should, however, 'he taken 
to plan these visits in such a manner that there.is no o~·erlappjng 
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between these and the periodical inspections to be carried out by the 
Director General and the Technical Teams of the Medical Commis-
sioner or the Deputy Medical Commissioners. 

7.67. The Committee also reiterate the recommendation made by 
the ESIS Review Committee with regard to strengthening of medi-
cal inspection staft to assist the Administrative Medical Officers in 
States. They hope that this would be done without any delay. 

Cost Control 

70'1380 The State-wise per capita expenditure on medical care for 
the years 1965-66, 1966-67 and 1967-68 is as follows: 

Total including State Govern-
ment's share 

State 
1965-66 1966-67 1967-68 

-------
Andhra Pradesh 54°94 57°43 73°10 

Assam 5°·00 54·45 68°10 

Bihar 41°23 43·77 51 °72 
Delhi 44°31 52 °44 48°45 
Gujarat 61 018 62°35 64·88 

Kerala 23° 89 35° 06 43°47 
Madhya Pradesh 4801~ 55°48 61 °33 
Maharashtra 41°79 44°56 50°00 
Mysore 29° 68 29°53 47°17 
Orissa 29° 01 26°86 3°'00 
Punjab 38°40 36°83 54'35 
Haryana 29'28 

Rajasthan 31°36 39'75 44'24 
Tamil Nadu 29'32 33°79 46 '46 
Pondicherry 14. 69 28'14 
West Bengal 37°49 38°37 44'02 
Uttar Pradesh . 28 015 24°09 27°00 ---All India 38'81 41 008 47'53 

7.69. It has been stated that the expenditure on the medical care 
is dependent on the type of medical facilities provided to the families 
of insured persons viz. restricted medical care, expanded medical 
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care or full medical care including hospitalisation by the respective 
State Governments. The highest per capita cost is in Andhra 
Pradesh which is providing full medical care including hospitalisa-
tion to the families of insured persons whereas the lowest per capita 
cost is in Uttar Pradesh which is providing only restricted medical 
care to the families of insured persons. 

7.70. During the evidence also, the Director General informed 
the Committee that the cost of medical benefit had been increasing 
specially during the last three or four years because of increase in 
salaries and allowances of staff as also general rise in prices. 

7.71. The Sub-Committee of the Corporation which recently went 
into the financial position of the Corporation has made the following 
observations in its Report: " 

" ...... in an integrated Scheme like the ESI, it would be an 
invidious distinction if one State were to spend dispropor-
tionately more than others, and that it would be desirable 
that the share of the Corporation on the cost of medical 
care on a per capita basi,S should be determined at a uni-
form rate and any excess of expenditure beyond the 
prescribed ceiling shouIa be met by the State Governments 
out of their own resources. In considering the share of 
the Corporation, due regard must be paid to the funds 
available with the Corporation after payment of cash 
benefits and administrative expenditure." 

7.72. With a view 10 bring about uniformity in the standard of 
medical care in different States and effect economy in expenditure, 
the Sub-Committee made the following suggestions which have been 
accepted by the Corporation: 

. . 
"It was es"sentialthat aU States should benefit equally from 

the operation of the' Corporation and that there should be 
a certain meaSure -'Of unliformity in the standards in 
practice as' between -the different States. 

The overall ceiling on medical -benefit should be Rs. 50.00 per 
annum per employee, including the State Governments' 
share. This ceiling will operate as the maximum limit of 
the shareable expenditure on medical benefit and the 
actual share of the Corporation will be proportionately less 
iu a given year if the expenditure in a State was less than 
Rs. 50 per capita in that year. If, however, the actual 
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expenditure exceeded Rs; 50 per capita in any State in a 
particular year, the excess will be borne exclusively by 
the State Government concerned, without the Corpora-
tion sharing any portion thereof. The States would be 
informed in advance of the amounts which they could. 
expect. . 

Efforts would be made to streamline the staff pattern at hospi-
tal and dispensaries and also to secure economies through 
the unified system of purchase of drugs and other 
supplies." 

7.73. During evidence, the Medical Commissioner informed the 
Committee that the Corporation had no control in the selection of 
staff for ESI hospitals and dispensaries. However, so far as equip-
ment was concerned necessary guidelines had been given to State 
Governments. Whatever plans as to the number of dispensaries, 
the place for setting them up, equipment to be provided etc. were 
framed by the State Government, the same had to be scrutinised 
and approved by the Corporation. The Director General added that 
once the initial plan for starting an institution-hospital or dispen-
sary was approvea, that became a permanent iristitution and the 
problem arising from day-to-day would not require specific approval 
of the Corporation. 

7.74. To a suggestion if the Corporation needed more powers by 
way of amendment of Act in regard to administration of medical 
care by the State Governments or the implementation of the scheme, 
the Director General stated as under: 

"I have been feeling some delicacy in dealing with State 
Governments. They have o~en spending money on medi-
cal benefits without any check or with very nominal 
check. I feel personally that since we pay i or the lion's 
share of the entire thing it is for the Corporation to deter-
mine how the money is to be spent. We should have a 
greater say for the expenditure on medical benefits and 
the manner in which it should be administered also. We 
made suggestions. Government of India wrote to State 
Governments that we are also partners in this. they are 
not alone, they cannot just do things as they want to. 
The response has not been discouraging. There are only 
one or two cases of slight misunderstanding." 

7.75. The Committee desired to know what specific sug$!estions 
were made to the States and what were the cases of 'slight misunder-
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standing' as mentioned above by the Director General. In a written. 
reply, it has been stated that regarding re-imbursement of Corpora-
tion's share on medical care the practice so far has been to accept 
the expenditure as having duly incurred if it had the audit certi-
ficate by the respective Accountant Generals in the States. In 
regard to budget estimates it has been pointed out that no unifo!'IIl 
pattern has been followed by the State Governments in submission 
of estimates to the Corporation. It has been observed on the pre-
vious years' experience that the complete budgets were never 
submitted to the Corporation and it was not possible to make 
critical appraisal of the Budget Estimates prepared by the States~ 
The Corporation on its part has, however, been writing to the State 
Governments to restrict the cost of the medical benefit to the mini-
mum on the basis of the expenditure being incurred by the States 
in preceding fiscal years. 

7.76. It has been further stated that the State Governments were 
requested in 1968 to improve the medical arrangements by way of 
suggestions, namely, to effect close liaison between the State Govern-
ments and the Corporation through Regional Directors and Medical 
Referees, to send quarterly statements of the expenditure in a 
prescribed proforma, to review the staffing pattern of State Insurance 
Dispensaries on the basis of actual workload, and to prepare their 
budget estimates in accordance with prescribed detailed proformae 
for the approval of the Corporation. 

7.77. The Committee have been informed that all State Govern-
ments where medical benefit is being provided through service system 
were requested in October, 1968 to undertake review of the staffing 
pattern of the State Insurance Dispensaries on the basis of the actual 
workload. This review was to be carried out by the State Adminis-
trative Medical Officer with the help of Medical Refree wherever 
they existed and the Regional Director of the Corporation. No 
target date has, however, been fixed for the same. 

7.78. It has been stated that the said review has since been 
completed in the St~tes of Mysore and Andhra Pradesh. As a 
result of the review the following net reduction has been recom-
mended: 
-----_._-----

Mysore . 
Andhra Pradesh 

------_._--- .... _----
Sanctioned No. of staff declared surplus 

Staff 

1294 
N.A. 

Doctors 

47 
13 

Other 
staff 

Total 

593 
9:2. 
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Although the review was completed in 1969 and staff reduction has-
been accepted by the Go't'ernment of Mysore, no further action has 
so far been taken. In the case of Andhra Pradesh, the review has-
been completed partially and recommendations are with the State 
Government. Pending finalisation of the review, the State Govern-
ment has closed down seven dispensaries with effect from October, 
1969 and surplus staff withdrawn. In addition, the State Govern-
ment has discontinued a 32 bedded annexe and dereserved 18-
reserved beds. 

7.79. Explaining the reaSons for so much surplus staff as disclosed 
by the review in some States, the Director General stated during 
evidence that many States had appointed the maximum staff accord-
ing to the normal staffing pattern laid down by the Medical Benefit 
Council but without going into the question of workload. In reply 
to a question, the Medical Commissioner replied that no staff review 
was done previously. 

7.80. The Committee have also been informed that certain States 
like Tamil N adu etc. are not implementing the suggestion of the 
Corporation in regard to the review of the staffing pattern of the 
State Insuranee Dispensarieslsubmission of the Budget Estimates 
and the quarterly statements of the expenditure in the prescribed 
proformae but efforts are being made to pursuade these States to 
adopt uniform methods. 

7.8l. Asked to elucidate his point made out before the Committee 
during oral evidence, with regard to Corporation's own arrange-
ments for the audit of the accounts and the manner of functioning 
of medical benefit in the States, the Director General in a written 
note has stated that "until recently the State Governments have 
been making arrangements for medical care under the E.S.I. Scheme 
as they thought best and without any effective check by the E.S.I. 
Corporation. There has thus been no uniformity in expenditure 
and services in different States. It was proposed by the Director 
General that we may create an audit· cell at the Headquarters level 
with one senior Accounts Officers and other ancillary personnel which 
may visit various States and look into the details of expenditure on 
medical benefits under the ESI Scheme incurred by them. They 
may go into the details and discuss with the State Government 
authorities and suggest ways and means for curtailing expenditure". 

7.82. The Committee further enquired whether the Corporation 
exercised any control on the purchase of drugs, stores, equipment! 
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.etc. In reply it has been stated that th~ administration of medical 
care being the statutory responsibility of State Governments, these 
matters are looked ,after by them. The State Governments follow 
the usual procedure of procuring drugs from medical stores through 
indenting as well as from D.G.S.&D. Rate Contract. Many States 
have their annual rate contracts. In Delhi, where the Corporation 
is administering the medical care directly the drug supplies are 
received from Medical Stores Depot, Karnal, D.G.S.&.D. Rate 
Contact and the Director (Medical) Delhi's Rate Contract. The 
Committee also desired to know whether the economics of the sys-
tem of obtaining bulk supplies of mediCines, stores and equipments 
directly from manufacturers with a centralised pool under the control 
;and supervision of the Corporation for onward supply to States had 
been studied. In a written reply it has been stated that a system is 
now being tried out in consultation with the Director General of 
Health Services and Director General of Supplies and Disposals to 
study the entire economics of the method of purchase of medicines. 
A tender for selected medicines inviting quotations from approved 
manufacturers has been issued and necessary further ,action is being 
taken. So far this has not been done in respect of stores and equip-
rr.ent. 

7.83, The Committee are surprised to note the wide disparity 
ranging from Ks. 27 to Rs. 73 in the per capita expenditure incurred 
..on the provision of medical benefit in different States. It is all the 
-more surprising that no tangible efforts had been made by the Cor-
poration all these years to control the expenditure to secure economy 
and uniformity in service under the scheme. It was only in October, 
1968 that Corporation asked the States to carry out a review of the 
staffing position in State Insurance dispensaries. Although bulk of the 
States have yet to finalise such a review, the results of the review 
in respect of the States of Mysore and Andhra Pradesh are indeed 
revealing. Similarly, as also admitted by the Director General, the 
'Corporation's approval to the budget estimates of States has been 
absolutely formal involving no scrutiny at all. Again, in the matter 
of supply of drugs, stores and equipments, no initiative was taken 
till recently to streamline and centralise to the extent possible the 
system of their purchase. The Committee need hardly emphasise that 
in a de'veloping country like India it is imperative that not only the 
available -resources should be more systematically and economically 
allocated but also the extravagance of no kind should be tolerated. 
With that end in view, the Committee recommend that the Corpora-
tion should introduce suitable systems to ensure a thorough budget 
·.gcrutiny as also control over the expenditure incurred on the provi. 
:don of medical benefit in the States. The Committee feel that besides 
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~t..-onomy and efficiency this would bring about uniform pattern in the 
matter of provision of medical benefit under the scheme allover 
the country. The Committee have no doubt that the staffing review 
in the State Insurance dispensaries and also the current study of the 
~ystem of purchase of medicines directly from the manufacturers 
would be completed expeditiously. In this connection they would 
like to commend the systeom of direct procurement of stores . and 
.E'quipments for medical institutions' along with the drugs, to form a 
centralised pool under the control of the Corporation and for onward 
$Jupply to States, if it is found practicable and economical. 

Dual Control 

7.84. Both the employers as well as workers' organisations in 
their memoranda submitted to the Committee have complained about 
the unsatisfactory administration of medical benefit by the State 
Governments. It has been pointed out that there is inherent defect 
in the basic arrangement of the scheme in which right to. spend the 
fund is completely divorced from the responsibility to find the re-
sources. It has also heen pointed out that while the major portion 
of the ~ost of medical ca,re is borne by the Corporation, the actual 
administration of medical care is entrusted to the State Governments. 
It has accordingly been urged that in the interest of efficiency and 
economy, it is desirable that either the Corporation should take 
over the administration of medical benefits from the State Govern-
ments or it should devise some other measures to require State Gov-
ernments to exercise the necessary vigilance in the administration of 
the medical benefit. 

7.85. The question of taking-over of the administration of medical 
benefit by the Corporation from the State Governments was consi-
dered by the ESIS Review Committee. The Review Committee 
came to the conclusion that "it would not be expedient to make any 
radical change in thiS' regard at present". However, "every effort 
should be made to gear up the machinery set up by State Govern-
ments to the needs of the scheme and to ensure that proper and 
effective liaison is maintained between the Corporation and the State 
Governments. For the day-to-day functioning of the medical side of 
the scheme the State Governments should have a free hand but they 
should be flnswerab1e to the Corporation for any lapses." The Review 
Committee also suggested that "the administration of medical bene-
fit may be entrusted to the Corporation wherever the State Govern-
ment feel that this step would be in the larger interes-t of the State 
and the efficient administration of the Scheme." 

7.86. During evidepce as well as in the written replies furnished 
to the Committee, it has been stated that on the whole the medical 
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benefit is being administered by the State Governments ~tisfactorily 
and the present dichotomy has' not in any way seriously affected the 
proper administration of medical care. It has been on rare occasions 
it is stated, that the Corporation had to suggest to the State Govern-
ments the taking over of the administration of medical benefit. For 
instance in 1962, the Corporation took over the administration of 
medical benefit in Delhi. Similarly, when in 1968 a number of com-
plaints about the arrangements of medical care at ESI hospitals at 
Faridabad and Modinagar were brought to the notice of the Corpo-
ration, the concerned Governments of Haryana and U.P. were 
addressed in the matter about the shortcomings with a suggestion 
that the administration of medical benefit might be handed over to' 
the Corporation. The matter was not pursued as the arrangements 
both at Modinagar and Faridabad showed improvements. 

7.87. Asked during evidence whether direct administration of 
medical benefit by the Corpor8.Jtion would lead to efficiency, the 
Director General stated that it would be very difficult to manage the 
medical side centrally. He subsequently added that to an extent 
position could improve if the Corporation had its own arrangements 
for the audit of the accounts and the manner of functioning of medi-
~al benefit in the States. 

7.88. The representative of the Ministry also did not agree with 
the suggestion that the Corporation should take over the administra-
tion of medical benefit from the State Governments. He explained: 

" .... This is a scheme which can be successfully administered 
only with cnstant liaison and coordination with the State 
Governments. I think the atrgument that the Corporation 
should take over the administration of these hospitals and 
medical benefit arose from the fact that the Corporation 
has provided the finances for putting up these hospitals. 
That is no doubt an understandable point of view but it 
seems to me having regard to the attitude of the State 
Governments and also the fact that the State 
Governments run an extensive scheme of medical and 
public health benefits of which this is only a part; there 
is much to be said from the point of view of better admi-
nistrationand better sharing of over-heads, that the States 
should opera,te this. At the same time we should do some-
thing to ensuring that the money spent by the Corporation 
is well and economically utilised. I would say the remedy 
would seem to lie in the Corporation laying down stand-
ards and yardsticks and guidelines and not only laying 
these down but ensuring that these are carried out in an 
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adequate and effective way by a constant system of ins-. 
pections. Already the Corporation has this scheme of 
inspection, a kind of management audit to make sure that 
facilities provided are fully and economically utilised. By 
and large I would say the State Governments have co-
operated in the working of the scheme." 

7.89. The Committee are inclined to agree to the view that the 
administration of medical benefit should normally be left to the 
State Governments and the Corporation should concern itself with 
laying down broad guidelines tt) be followed by the States and exer-
-cisillg an effective control by various systems both on the quality as 
well as cost of the medical benefit. At the same time, they feel that 
if situation in any State so demands the Corporation should not be 
ohlivious of its responsibilities as insurance carrier to take over the 
:administration for providing better and efficient service to the bene-
ficiaries under the Scheme. 

'Medica! Care in De!hi 

7.90. The Director General informed the Committee during evi-
-dence that the administration of medical care in Delhi was tempo-
I3rily taken over by the Corporation from Delhi Administration in 
April, 1962 as there was considerable dissatisfaction among workers. 
In 1966 the arrangement was made on a permanent basis. 

7.91. The Delhi Administration also transferred the st3ff employ-
ed under the scheme upto the level of Administrative Medical Officer. 
For the proper administration, a separate Directorate under the 
'Charge of Director (Medical) was created. The D:rector took over 
on 20th May, 1967. Appropriate powers have been delegated to the 
Director and the Headquarters exercises only general supervision and 
lay dbwn policies. 

7.92. The S'anctioned and actual staff strength of the Medical 
Directorate and ESI Dispensaries in Delhi during the last four years 
has been as follows: 

------
Office ESI Dispensaries 

Authorised In Authorised In 
position position 

1965-66 80 76 688 605 

1966-67 93 88 676 580 

I967-68 80 78 712 637 

1968-69 89 86 712 661 
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7.93. It has been stated that the medical services in the Union 
Territory of Delhi have improved since taking over by the Corpora-
tion. As against 59 Medical Officers on 1st April, 1962 the number 
of medical Officers as on 31st March, 1969 was 110. As on 31st March 
1969 there were 28 Specialists as against 20 on 1st April 1962, 90 T.E. 
beds reserved for T.E. patie!lts as against 60, 5 diagnos~c centres as 
against 2 and 19 full time dispensaries as against 13. 12 of these 19 
dispensaries run for 12 hours each. With the increase in the number 
of dispensaries, Medical Officers, Specialists, etc., the care and atten-
tion and the standard of medical' care available to the insured per-
sons' and their families have also improved. 

7.94. The EST Hospital in Basaidarapur village is expected to start 
functioning by the middle of 1970 and it would then be possible to' 
extend hospitalisation facilities to the families of workers. 

7.95. The Committee desired to know whether direct administra-
tion of medical care in Delhi by the Corporation has led to greater 
sat!sfaction among beneficiaries and also economy and '1fficiency in 
administration. In a written reply the Committee have been inform-
ed as under: 

"As satisfaction to the beneficiaries proceeds dir,ectly out of 
the standard of services made available to them greater-
satisfaction among the beneficiaries will be a logical con-
clusion. \ 

As the medical services in the Union Territory of Delhi have 
been considerably improved. " .it would not be possible to 
consider the economy angle in any comparable terms. 
However, with a view to effect further economy and re-
duction in the cost of medical benefit, the ~ntire work-
loads are being reviewed so that without materially effect-
ing the services currently available, the costs are brought 
down to whatever extent is possible. The Corporation has, 
recently started a review of the requirements' of medical 
and para-medical staff in the light of actual workloads sO' 
that the cost of medical benefit could be brought down to' 
the extent pQSsible. 

It is difficult to compare the current efficiency ill. administra-
tion with the degree of efficiency as it obtain~d when the-
medical benefit in Union Territory of Delhi was not taken 
over by the Corporation. However, as the Corporation di-
rectly administers medical care and all matters connected 
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therewith, decisions flow expeditiously to the lower levels 
and redressal of complaints, grievances and bottleneck is 
done quickly." 

7.96. In reply to a written question, various steps are stated to 
have been taken to overcome the difficulties of delay and financial 
hardship (aused to beneficiaries in getting medicines. 

7.97. Ai present there are four chemists appointed in the differ-
ent areas ,)f DelhijNew Delhi for supply of non-available medicines 
to the beneficiaries on a specially printed form. In order to be able' 
to procure the medicines at economical rates consistent with quality, 
the Headquarters have proposed of entering into rate contract with 
various fir.ns of repute for supply of about 150 items of common use. 
This is fUJ ther expected to eas'e the supply position ·of medicines. At 
present th!~ supplies are received from following sources: 

(i) i\ledical Stores Depot, Kiarnal. 
(ii) D.G.S.&D. Rate Contract. 

(iii) Director (Medical) Delhi Rate Contract. 
(iv) f"roposed rate contract of Headquarters. 
(v) Direct supply to the beneficiaries from appointed chemists. 

(vi) :Purchase at hospital rates. 

7.98. Th~ procedure of supply ot medicines' to the various dispen-
saries indi\ridually from Medical Stores Depot, Karnal is also under 
review and it is expected that from 1970-71 onwards, the supply from 
Medical Stores Depot, Karnal shall be procured centrally and distri-
buted to the various dispensaries thereafter. 

7.99. Tbe Committee note the various steps taken by the Corpor~. 
tion to improve the standard of medical care in Delhi. They need 
hardly sin'SS that after havin& assumed direct responsibility of admi-
nistering lIledical care in the Capital, the Corporation should keep a 
constant vigil to ensure I that highest standards both in efficiency as 
well as eC(J nomy are set up to be emulated by the State Governments. 

D. ConstIUction of Hospitals I Dispensaries 

ReservatioltlConstruction of Beds 

7.100. 111 the early stages of the implementation of the scheme, 
it was considered tliat it would be possible to provide hospital faci-
lities to tbe insured persons in hospitals run by the State Govern-
ments themselves or by arrangement with other local body or pri-
vate hospitals either by reservation of beds or through some alter-
native method.. In practice, however, it was found that the insured 
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persons got no better treatment than the general public. The Cor-
poration, therefore, insisted that the State Governments should make 
better arrangement by reservation of beds in the hospitals on pay-
ment basis. 

7.101. In December 1952, the Corporation had approved that 
the hospitals for the insured persons should mainly be annexes to 
€xisting hospitals and not necessarily costly orthodox types of hos-
pitals. In the following year, as funds started accumulating, the 
Corporation gave a general approval to utilisation of surplus funds 
for incurring expenditure in connection with the provision of hos-
pital accommodation. In October, 1954, the Corporation approved 
the propor-al to advance loans to the State Governments for cons-
truction of hospitals in which the Corporation ito-elf would bear 
:314th of the cost. In the same year, the Corporation decided that it 
might construct dispensary buildings, share the cost thereof with 
the State Governments and grant loans to the State Governments for 
meeting their share where necessary. A Commit~ee was set up to 
approve estimates and plans for hospitals proposed to be construct-
ed. As the progress was still slow, in December, 1955, the Corpora-
tion reviewed the position and offered three alternatives to the State 
Governments for construction of hospitals-(i) the State Govern-
ment could construct and own the hospitals by taking loans, if ne-
-cessary, from the Corporation, the re~1t of the ho~ital being shared 
between the State Government and the Corporation in the usual 
ratio; ;the hospital could be the joint property of the Corporation 
and the State Government; or it could be the sole property of the 
Corporatic n, the rent being shared between the State Government 
and the Corporation in the usual ratio. 

7.102. With the passage of time as the scheme was gradually 
extended '.to bigger industrial centres, the concerned State Govern-
ments made more formal and definite arrangements for reservation 

-of beds not o~ly for general treatment but also for tuberculosis and 
maternity cases. Still there was no effective control machinery to 
€nsure the observance of stipulated standards in regard to reserva-
tion of beds. Also all the States did not have arrangements for 
hospital beds even on the basis of one bed for every 800 employees 
and for tuhercl.osis, one bed for every 1,000 employees and for ma-
ternity CaH$ arid one bed for every" 500 insured women. The situa-
tion evok(<i complaints both In regard to unsatisfactory nature as 
well as il1lldequacy of the hospitalisation fadlities. The General 
Purpose ~: ub:.:committee of the Corporation which made on-the-
"Spot toun of various States also lent credence to these complaints. 
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7.103. Askecl what wer-e the rea&cmI for DOt ()8ffing upon the 

State -Govemmentsto .share the cost 01. -construction of hospitals, 
Governm.eilt ,in a written ~y have stat.ed.as UDder: 

"The responsibility lor the pl'O\'isioll.·of med.ioIilC8t'e lJIlder 
the E.S.l. Act being ihat of thel'especttv.e Sta:teGovertt-
,mEmts, :adequate ammgements tbere10r inCluding hospi-
talisation facilities were to be made bf tIan. ~y Md, 
however., expressed their helpleBlll18SS t(;) 1m4 f.uDcb; 'tor 
the c:onstruction C1l medical lJ:rstitut:icDs 'uncat- theE.S.1. 
Scheme. Morts were then made to persuade 1he State 
Governments to construct the buildings OD: joint owner-
ship basiS, the Corporation proViding major share of the 
funds' needed. M response was not .satisfactory. it was 
then decided to allow the State Governments, the option 
of drawing loan fr.om the Corporation to meet their sha,re 
of expenditure .on construction. This also did not prove 
efficaCious, and no improvement in the position W8$ no-
ticeable. As there were persistent demands to improve 
the flandarci of media1l 'care and to provicle hespitalisa-
tion·facilities ·of reasonabJestandard, it had no altemative 
but to consider meeting the entire expenditure QIl capital 
construction from its own resources as an interim mea-
lUre. In fact .it was decided by the Standing Committee 
that the hospitals might be constructed either Oil the 
basis of joint ownership of the State Government and the 
COrpol'atioft -or the sole OWftership of the State Govem-
ment or the sole ownership_ of' the Corporation, the parti-
cular method to be adopted to be decided in each -case in 
consultation with the State Goverrunent to ensure speedy 
construction of hospitals for the purposes of the Scheme. 
It was in these circumstances that the Corporation had to 
finance the eost of most of the'projects 'exclusively by it-
8elf as the State Governments preferred this alternative 
out of the three methods made available to them." 

7 .104. In response to a question as to what criteria have been 
followed for constructing a hospital 'ar a disPens8ry iD a particular 
c:entre, it has been stated that the main. cri~rion is the need . 'for 
llUeIl an Institution as assessed by the State Government and agreed 
to by the Corporation OIl the merits ancJ ~ 01. ·.eecllmme. 
It has 'been pointed out that it .... ill Deeember .. 1_ that tAe. GGr-· 
pontion decided that bed$ in. the ES!' HO&pitaJa JIIoWd be ceDltt'Uct- ' 
eel OIl the basis of 11 beds per 1_ employee family units. A hoe- -
pitalwaa ~cted wherever there w. need for' 8Uftleieat aum- '. 
114 (All)LS-ll. 
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ber of beds, to justify it, at other places "where lesser beds were-
needed an Annexe was provided .. However, in December, 1968,·the-
Corporation decided to reduce the yardstick for hospital tleds under" 
th~ ESI Scheme on.financial considerations from 11 to 4 'beds per 
1000 employees .. family units and thereafter. the revised· yardstick is. 
being followed. In the case of dispensary .. buildings, although there 
is no specific yardstick, the need for constructing a· dispensary is. 
determined normally after taking into account the availability of 
suitabl~ rented buildings, size of industrial. concentration and other-
relevant factors.. 

-7.105. The Committee desired to· know whether any guidance 
was given by :the Government of lndia iIi regard to capital cons-
truction programme. In reply it has been stated that except to the 
extent that the Government was reprlisentedboth on the Corpora-
tion and the. Standing . Committe~' and' whatever .guidllnce was avail-
able during'disc\issions in th~ 'mi;!etings hel<;l from time to time no-
other guidance was' given. to the Corpo~ation. 

. 7.106. The total niunber 'of beds available" ih' ESI lIospitals) 
Annexes-and other hospitals from 1960-61 onwards has been as 
given below: '. .~ . 

""1&1. 

' .. , No. of beds in ESI . 
Year Total 

H9spitals Annexes .Other 
HOspitals 

---:--." .... \ ----.------------------" ~~-----
1960-~l 

1961~62. 

1962-63 ' 
" 1963-64 

1964~65 •. 

1965~66 

1966-67 

1967-68"( 
.t 

. 1968,.69, 
.. ~~ 

• • 
... . 

. , '., 

r' 

. "'t, 

357 

1045 

'1374 

1804 

2105 
25'7~ 

-
2952 

4435 
5689 

2131 2488 

2286 3331 
2270 3644 
2636 4440 

.. )120 5225 

3403 5975 

3319 6271 

3785 13220' 
~ , .... ! 

3698 9~87, 

. - ~ - ... 
·'7.107~ From the: material furnished to the Committee, it trans-' 
pi~s that 23ptoj~ctsof hospitalsjannexe are at present under eons~' 
truction·and 8ptojects' are sucHi ill respect of which . cionstruCtion : 
work has n:otyet.started(videApPendixX): Out of these 8 projects;, 
5 were Sa'ticHonAd'in 100'7"-63" and th~ other three as back as 1963-64;;··. 
1965-66 anI 1966-67 respectively. . !,:, ; ; 



Dispensa'ries 

7.106. _ So far 124 dispensaries have been constructed and about 
30 are. under constI1lction in different, regions. About 500 dispen-
saries are being run in hired buildings, the annual rent for which 
comes to about rupees twenty three lakhg. 

7.109. During th:eir study, tour of v~ous centres, the Com-
mittee ,found that the standard of general cleanliness was much 
higher in dispensaFies located in the Corporation's own buildings 
than the rented buildings, 

Control over conStruction 

7.110 .. The: Committee enquired . which was the agency. employ-
ed by the Corporation for building hospitals, dispensaries etc. In a 
wriften note, it has been 'stated that the Corporation does . not have 
any agency of its oWn to amdertake the execution of the R.S.I. pro-
jects. It, therefore, depends-upon the State Governments for build-
ing programme. Since the administration of medical care is the 
4irect responsibility of State Governments, they have to make all 
the necessary arrangements incl~g setting up of HospitalslDis-
.pensaries. The buildings constructed for this purpose . have neces-
sarily to iuit their purpose and therefore not only the, planning ~f 
such institutions, but also their- construction had to he entrusted to 
the Stat~ ,Government agencies who have considera);Ue experience 
of undertaking construction of medical instituti(~ms and other build-
ing for the State Governments' need. 

7:.111. The agency for, ,construetion,: preparation of plans and 
e,stimates, and technical. lOu~rvisiol!lcontr.ol over the projects ' has, 
t~er~fore, ;been' left in'the State Govemnu~l1t's choice,. on ,the terms 
!lnpconditioJ1,S ~9ich __ ~h~eY"r,ec~mIl)eIl.d .. q,~nerally the State Public 
Works DeparlmentlHousing 'Board have been entrll;Sted with cons-
truction of H05pitaisiAnnexesiDispensariesas well as offices of the 
Corporation and' staff quarters."· , , -

'" '7 .li2.-'ASk~'how the-CorP9raBpn''eierClses'a.: check'iGensure 
that the cost of construction is kept to the miniJlU.lm ,and a time-
schedule for completion is adhered to, Government have ?ointed out 
that the Gorporation-ensuF-eS that the State, Government concerned 
get the plansap.d the $timates ' pl'epared with referenCe to tb,e norms 
and standards applicable. to sir¢lar proj~s of. theh- own. ,and also 
th~~the plans and estimates. so prepared;' are ,ex~mL~ed and scru-
~inise4 by ,the ~1iate, Qoy.ernment ir.:~heir Admini~blti,,~ and ~inance 
Departments as for theIr own proJects before a reference IS made 
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to the Corporation. In regard to the completion of the buildings 
within reasonable time, the State Governments keep a close control 
over the progress of COll$truction by obtaining periodical progress 
reports from their COll$truction agencielil. They also forward quar-
terly report of progI'e$s of capital construction to the Corporation, 
If the State Governments find any' special difficulty in regard to the 
availability of material or reasonable tender rates, they make mea-
sure3 to overcome the d.i.ftlcultieslO!bstacles as they would in the case 
of their own projects and if they find that the sanctioned eost of the 
project is likely to be exceeded, they approach the Corporation for 
revised sanction. In this connection it may be mentioned that the 
projects are undertaken on the recommendations of the State Gov-
ernments and as per the plans and estimates recommended by them, 
primarily with a view to assist the State Governments to improve 
the standard and efficiency of medical care arrangements which it 
is their responsibility to provide. Naturally, therefore, the State 
Governments take interest to eIlBUre tha1eany obstacles that may be 
encountered are surmounted as quickly as they can, and the pro-
jects completed and put to use expeditiOllsly. 

7.113. Asked further why the Corporation like other Public 
Undertakings and other autonomous ,bodies could not undertake 
the construction work by inviting public tenders or through Na .. 
tional Buildings Construction Corporation, Ministry have aplained 
that the Corporation had to depend upon the State Govemments as 
the latter were also statutory partiCipants in the scheme. 

7.114. However, in reply to a written question, it has been ad-
mitted that an officer of the rank of Chief Engineer was appointed 
to -supervise the construction programme of the Employees' State 
Insurance Corporation, Coal Mines Welfare Fund and the Emplo-
yees' Provident Fund with effect from 23 .1.1968 to 1.1.1969. The 
creation of the post was $8nctioned by the $tancUng Committee on 
11.4.1967 . The following staff wa~ also provided to assist the 
Chief Engineer: 

Staff 

I. -Asstt. Basincer 
2. Pononal AIliMut 
3· PeQD 

a 

No. of 
post 

Period 

One 2-9-68 to 9-5-69 
Oae 21-1-68 to 31-12-68 
()Dc .,.,-68 to 31-u-6B 

'1.115. Gtving the reUBIlS for ere.ting • separate wrlt, tile Direc-
tar General st~ted during evidence as under: 

"When I came here, I found that from our side we had hardly 
any control aver expenditure. In some of the States, the 
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expenditure per square foot or per bed of hospital varied 
a lot and it appeared to be prima facie much in excess of 
what it should be. We were handicapped in having an 
independent opinion. The decision of the Corporation 
was that the mQlley would be found and that we may go 
ahead with the constru.ction programme. Therefore, we 
thought that we might have at least one man to be abl4l! 
to advise us. That is how this post was created and we 
also felt that we would share the cost with other organi-
sation." 

7.116. From the list of duties assigned to the Chief Engineer, it 
is noted that his duties included scrutiny of plans for buildings, 
standardisation of plans aOO estimates, issue of sanction, settling 
agency for execution, release of funds, supervision over progress of 
construction, finalisation of accounts, fixation of rent, repairs and 
maintenance etc. etc. 

7.117. Explaining the reasotls for discontinuance of the Cell, it 
has been stated that the Corporation in its meeting held on 22. 3. 
1969 decided to drastically cut down the construction programmes 
in view of its financial positiOll. As the constructi6n W'as redUced 
considerably and there was also no likelihood· of the program1lle 
gaining momentum in the irh1llediate near tutute, the PbS! of the 
Chief Ellgineer was abolished. It is stated that thE! total expetldi-
ture incurred on Engineering Cell, which amounts to- 1ls. 43,000 
approximately is to be shared by the ESIC, Cold Mitles Welfare Fund 
and Employee&" Provident Fund Organisation. 

Inter Se regional positiOn 

7.118. The State-wise break ... up of number of hospitals I annexes' 
number of beds, provided therein and number of dispensaries built 
so far by the CorporatioIi is indicated as under: 

State 

1 

Asaam 

ADdbra Ptadesh 

Bihar 
Delhi . 

FI ospitllts 

No.- No. of 
beds 

2 3 

4 300 

2 134 

Annexes Diep.n-
sarles 

No. No. of No. 
beds 

4 S 6 

2 s6 8 

1 1 



"-----
I 

Gujarat 

Haryan;l 

Kerala _ 

• ~adhya Pradesh 

~ysore 

~aharashtra 

Orissa 

Punjab 

Rajasthan 

Tamil Nadu 

Uttar Pradesh . 

West Bengal . 

l~ 

2. 

2 

4 
2 

2 

2 

I 

2 

I 

4 

7 

33 

140 

305 

225 

388 

892 

30 

205 

525 

636 

1423 

5143 

3 4 5 6 

32 
2 24 2 

I 24 17 

14 
I 32 3 

25 

2 
I 12 

5 " 75 7 
6 216 32 

7 

----20 476 124 

7.119. The following figures indicate the State-wise position with 
regard to number of beds admissible according to the. revised yard-
stick of 4 per 1000 employee family units, the number of beds already 
constructed and are under construction. Per capita amount sanc-
tioned and re1eased for construction of hospitals and dispensaries is 
also indicated against- each State: -

State 

1 

Andhra Pradesh 

AssBa 

Bihar .-

Gujarat 

Haryana 

Kerala 

No, of beds 

Admission Total 
const-
TUcted 
and under 
const-
ruction 

2 3 

431 696 

,2 

~32 210 

1396 - 700 

3,1 214 

,68 1219 

er capita amount 

Deficit Sanctioned Released 
(-) or (Rs.) (Rs.) 
Surplus 

(+)-

4 S 6 

+26S 2S"oo 233'00 

-52 32'00 1'08 

."~22 176-00 112'00 

-a6 100-00 17'00 

-137 108'00 82"00 

+6,1 272-00 ~08·oo 
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" 

1 2 3 4 5 6 

Madhya Pndesh 380 +44° +60 183'00 163'00 

Maharashtra . 3236 2067 -u69 59'00 :3'00 

Mysore 679 540 ';;"'139 62'00 37'00 

Orissa. n6 62' -54 73'00 56'00 

Punjab. 332 .271- -55 1.18'00 106'00 

.. Rajasthan 236 75 . -161 88'00 4°'00 
Tamil Nadu 1276 1418 +142 205'00 160· ° 

Uttar Pradesh 980 . 636 +244 59. 60 5°'00 
West Bengal 3208 1857 .. ~1351 .101.'00 55'00 

. -Chandigarh . 14- .. -14 

Delhi 364 500 +136 215'00 106'00 

.·Pondicherry 4S """"'45 

7.120. The Sub-Committee 'of the Corporation. which recently 
went into the financial position of the Corporation also recognised 
that due to various reasons, some States are more . advantageOusiy 
,placed on the basis of coverage both as to amount sanctioned and 
the number of beds and dispensaries constructed· and. thus· there 
.-exists an imbalance in this respect. The Sub-Committee realised 
that while the current resources of the Corporation would not permit 
expenditure on capital construction on the same·scale as in the past, 
it was admittedly necessary to. rectify the_imbalance in the number 
of hospital beds in various States. The Sub-Committee made the 
following reco:nunendations wliich have since been accepted by the 
'Corporation: 

(i) Further construction may be allowed only to the extent 
necessary to make up any shortage within the yardstick 
of 4 beds per thousand employees as an unavoidable al-
ternative, subject to availability of funds: 

(ii) No construction should be allowed where the minimum 
of 4 beds per thousand employees had been reacl~ed. and 
the actual construction has not started in respect of other 
projects. 
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(lli)Reserved beds in excess of the number of beds according 
to the yardstick of 4 :beds per thousand employees should 
be given up forthwith. 

(iv)' Where a State Government has already exceeded the limit 
of 4 be&a per thousand employees, it may be persuacied 
to take over the. excess beds for its general hospital pur-
poses. In such a case, the Corporation may pay the cost 
ot construction upto 4 beds per thousand' employees and 
the State, Government requested to find funds far- the 
balance. 

(v) In cases where lUQl'e beds. within the yardstick of 4 beds 
per thousand employees are yet to be constructed, the-
State Governments may be encouraged to apply for loans 
if they haTe no resourcea of their own to meet the capital 
c~ 

(vi) The Cm:poration should prepare prototype plans for h0s-
pitals of difterent sizes and indicate the cbBt of their cons-
truction on a Ieasollable basis and variations of upto 15 
per cent over these costs may be allowed on account of 
toea!' conditions-. 

~·TCltio.QI bed.$. 

7.12t. The n'eI'1lge occupmcy ot bed!! in E. S. I. hOSpitals is-
stated tCJ be· as follows: 

I 

West BmraI' 
Sealdah . 
Kamarhati 
Serampore 
Bally 
Ba~. 
U~. 

Bihar 
Monghyr. 

~'. 
Vitar~ 

Pandunagar 
MoeUaagar 
Kall\Nl 

2 

00 
9 % 

96 % 
96 %. 
loo% 
3'S% 
2S % 



-----------""----------_._-----_. -
I 2 ------------------_..-..------ ... - -

li"IInjri 

Amritsar 

'F.uMld8. 

Madras • 
Madhya Pradesh 

Indore • 

Indore • 

Bombay> • 
Wadi,. :&GmfIep 

on.m. 
Choudwar 

M,ucn:&' 

..... be. 

A'ndhra Pradesh 

S irpw. K.apznapI- • 
Bahlookhanguda 

S8natl'J1lP1' 
Hyderabild. 

7 .1~ Subsequently, it was intim:atecl that the aTerage OCCII--
paney in' E'. S. r. Kospitals at UlubeIia (West Bengal), Modi Nagar 
ft!Tttar Ftadesll)· and Annitsar (Ptmjab) haS' since increased to 38 
per cent, 50" per' cerA and 71) per cent respectively. 

7.l23.. Dumz.g . their. OJl-the-spgt visit of ESI· Maternity Hoepital 
in San-odaya Nagar., Kanpur in Septem.b&, 1969, tie·. Committde· 
falUld that while. tile· Hospital. had got:J,44. beQ..caJ)adty, amy' 10 
patients. w.er.e.. given indOQl': treatment. si.noe iQ;.commiaaioniag ill 
July, 19:68. ~ to. state. the :ceason&- fo~thi8, lew occupaney.,. Mia,.-
istry have GJqIlained. the. positiua. a& Ul/Uilel:-: 

"The- Maternity, Hospital. at. Kanpur wu constraotea.. with·· 144· 
bedS with. a view'. to.. provide. hOlpitaJisatiQn. faciJ.ities' 
ey.entwill~ to. the. members. of tA. faDIilies of iDsUnd 
peEWRS. also. Howe\1eI:,-, as. family med1ca1 cara was· DOt 
extended, only, 20. bees. WEme commissictneO in .July, H68. 
there being only about 500 insured women workers at· 
Kanpur. Since the said commissioning, only ten patients:: 
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have been admitted in the Hospital. The question of 
utilising the surplus beds in the Hospital has been taken 
up- w.ith the State Government and is being considered by 
them." 

7.124. In respect of other hospitals also where the OCCUpancy is 
less than the provided capacity, the Committee have been informed 
that the matter is being pursued with the State Governments con-
cerned for utilising the spare beds. 

7.125. The Committee regret that in the matter of provision of 
beds which is so vitally linked up with the future programme of 
extension of the Scheme, the Corporation practically left the entire 
initiative in regard to assessment of requirements, planning and 
construction to the respective State Governments which for obvious 
reasons cannot be expected to have overall picture of the Corpora-
tion's obligation to secure parity in all the States on a rational basis 
and also a long term view of its financial resources to maintain a 
AlStained progress of the construction programme. Curiously the 
Corporation first in December 1963 decided the yardstick of 11 beds 
per 1000 family units and after allowing freedom of construction t~ 
States as they chose for a period of full five years decided in Decem-
ber, 1968 to reduce the yardstick to 4 beds per 1000 family units. 
This free policy and over-ambitious yardstick has naturally resulted 
on the one hand in a glaring deficiency of beds even according to 
t"evised yardstick in some of the States and on the other in resent-
ment among the States which have been found to possess beds in 
excess of the revised yardstick and asked to defer the construction 
on the projects sanctioned earlier. BeSides regional imbalance 
hospitals have been constructedJ at various places with a bed-
capacity tnoch in excess of the actual requirements of the popula-
tion there. The Committee note that in its over-enthusiasm to 
eonstruct hospital beds, the Corporation has paid little attention to 
the construction of its primary units, i.e., dispensaries alld conse-
quently these have to be located in rented buildings which, besides 
inviting heavy liability on account of rent, do not haYe adequate 

• and congenial accommodatioll.. The Comdttee further note that 
the Corporation has exercised virtuaIly no cOldrol Ol"er the cost and 
progress of construction programme. In fact the idea of having 
Such a control and creating a separate Engineering UBit at the 
Headquartel'8 occurred to the Corporation 88 late as IH8. But 
Unfortunately by that time there did lIot rema. much work for the 
unit as 'the constructiOll.· programme had to be ~i1eic1 :heayily due 
to financial diflleuttiea .. The C01Dl1littee are cOMtrabled. to observe 



that there has not only been lack of plannine and supervision but 
also lack of proper imagination. It is reerettable that even the 
Government of India which is empowered under the Statute to exer-
cise financial control did not afford an,. concrete guidance in the 
matter to the Corporation. They, however, note in this connection 
the belated efforts made recently by the Corporation Sub-Committee 
which have laid down broad guidelines in regard to future construc-
tion programme. While generally endorsin& the Sub-Committee's 
.conclusions, the Committee would like to suggest that the Corpora-
tion should assess the requirements both in respect of hospital beds 
and dispensaries in each State and on -that basis formulate a plan 
assigning inter-sE:: priorities with a view to remove regional dispar-
ities. Suitable machinery should be devised to effect economy and 
keep a constant wateh on the cost as well as the timely completion of 
the projeets. The feasibility of entrusting the construction work to 
an agency other than the normal Governmental agency of P.W.D., 
which involve delay should also be examined. 

7.126. As also recommended earlier, the> Committee further sug-
gest that both the Central and State Governments> should consider 
the question of giving financial assistance to the Corporation by way 
of grantslloans for the purpOSe of undertaking the construction pro-
gramme. 

7.127. The Committee trust that expeditious efforts would be 
made to pursuade the State Governments to utilise the excess beds 
for general public and if necessary the matter should be taken up at 
an appropriately higher level. 

E. Preventive and Restorative Services 

7.128. The standard of medical care approved under the Emplo-
yees' State Insurance. Scheme includes provision of preventive care 
such as vaccination and inocculation against communicable groups 
of diseases, tetanus toxoid, etc. Provision of preventive service has 
been emphasized and the Medical Ofticers working under the scheme 
have been constantly urged to attend to this aspect of their work 
as part of their normal work. 

7.129. The National Programme relating to malaria eradication, 
T.B., etc., have extensive organisations at the State and local levels 
and the State Gcivernments have been urged to make full use of 
these serviceslfacilities readily at hand so that the insured persons 
avail of them. It is stated that the scheme has been generally 
availing of these facilitiee and services. 



168 

7.130. The Committee were informed that a pilot project of inte-
~ated preventive and curative services had been introduced in two 
centres to begin willi-Delhi and Iiyderabad, at three or more 
doctored ~mployeesr State insurance dispensaries. The Scheme was 
introduced at Hyderabad on 15th August, 1966. The project had 
been approved on gth December, 1966 for Kanpur also. 

7.131. In response to a question as to how the projects had been 
functioning, it has beeh pointed out that "the basic principle for 
providing integrated preventive services aleng with the curative 
services at ESI Dispensaries was to cut down the incidence of 
diseases and to promote the health of the insw.-ed workers. The-
~dhra Pradesh Government implemented this scheme by providing 
six sanitary squads for giving preventive inocculations and lookini" 
into the environment sanitation of the residential areas of the insur-
ed workers. Thls programme was in vogue :WI' about 2 years. The-
results indicate that there is no appreciable reduction in the diseases 
and that the preventwe inocculatioln with tim squad can De dome at 
the dispensary level by the existing staif. AndhFa Pradesh govern-
ment have afnce diScontinued the squads. No progress has been made 
iL this direction in Kanput." AI!. for Delhi, although: the pto)eet is· 
functioning but no study has been made to e.valuate the impact of 
the project on the incidence of sickness. 

7.132. Asked W'hether any fuMher plan for providing pteveJrtiVtl' 
care to oilier areaslr-egions hal; beert drawn up, it ha'& tMen uplained 
in a written reply that the current thinking Ml the Imb~ ii that 
preventive service Will be rencieJ.!ed. as part mld parcel of the 
~spensaryloutdoor services. 

7.133. The Committee ateUllhattJiy to note that due PlaC!6has not 
been aecorded under the t:mptoy~ state Instttlll'lte Stfumte to the-
preventive an.d testor-tive care. Even pilot ptoj~t of tntegt~ded 
preventive anet eurethte st!rvices introduced SC) late as 1," in Delhi 
does not seem to have made much head-WBy as is evident from tbe 
fact that it has not been so far considered It~ fo tdHIertak& 
a study to evaluate the impact of the project on the incideDCe of the 
siekness. Similarly, the project in ltydetabad had been abandoned 
a couple 01 years back itsell and hi Kanpur no progress has been 
made. The Committee COilsider that tor a developing country like 
India prevention is as bnportant as treatment and should not. be 
neglected. They suggest that a deibrlte programme in this respect 
-whether It Is rendered as part and parcel of the out-door service 
or a separate preventive service is created-should be cha1ked out 



:as early as possible. The programme should be well thought out aDd 
.5ystematieia its operation so that a proper liaison is established with 
the public health programme undertaken by the State Governments. 
If the propmme is to be a part aDd parcel of out-door services, 
where it is more likely to be appreeiated, speeial efforts would be 
-needed for the panel areas to see that the panel doetors adapt to the 
-extra burden readily. . " ~=- ' ..... ' : \I 

Health Education ~ .. -. 

'1.134. For health education, the Employees' State Insurance 
Scheme draws upon the facilities M1d services avail8ble with the 
Health Education Bureaus set up by. the State Governments and 
the assist~ available from the Central Health Edueation· Bureau 
Booklets, pamphlets and posters availablle from all the sources are 
distributedlexhibited in State Insurance Dispensaries for the infor-
mation of the workers.. The Insurance Medi~a1. Officers and other 
doctors connected with the scheme provide health advice and guid-
ance. 

7.135. It has also been mentioned that the steps for promotion 
-of health education to industrial workers through Y OfGBaMS are 
-already being taken. Pilot schemes have been sanctioned for 
Bangalore, Nagpur and Lunckno:w apart fre.m Delhi where the pilot 
.sehemewas in operation till some time pas~ 

7.136. In Delhi, the pilot scheme was put in operation in Octo-
her, 1960. The scheme was entr11sted to Bharat Sewak Samaj. It 
was started with four centres in the initial stage. The following 
3mounts have been spent on the Scheme:-

S. No. 

1 1960-61 

a le6,..6. 

3 1962-63 

4 1963-64 
~ Ig64,.6$ 

6 1965-66 

7 1966-67 

Yar Aaewd . .,eat 

lta. 

• 3~S$Q'48 

J.896.05 

~,3I1'43 

S,PiIS' 13 

• 5.~a·67 

~>4S6'69 

,,68,'38 
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7.137. The number of in~ured persons who received training of 
yoga i~ given Qelow:-

Period 

IOIOct. 60 to March 1961 

1961-62 

1962-63 to 66-67 

N{). oj f Insured 
Persons 

1,207 

Not available. 

Asked whether any coordination was :rp.aintained with 'similar 
schemes operated .in the Capital by the D~lhi Administration or 
Union Ministry of Health, it was stated in a written reply that no 
such Coordination was maintained. 

7.138. At Bangalore, it was started in Sun.dara Yogasala during 
the last quarter of 1962-63 but the same had to be given up a,s the 
Director- of' Yogasala was not prepared to meet the requirement of 
account keeping in respect of the grant-in-aid. The Yoga scheme 
has not been started in N agpur and Luncknow. 

7.139,. Tlte Committee learn that in tleveloping countries, where 
the direi!t pattern of proyidin~. medical care is more often applied, 
the Ileeds for disease preyention are most urgent. A number of 
infectioustiiseases, which are lar~ly reliponsiYe to currently known 
preventiye measures, are dill endemic or epidemic. Aside from the 
.environmental controls, people must be educated .bout the hazards 
of polluted water, about infant feeding, about proper excreta dis-
posal, about insect ~ectors of disease and &0 on. They. must ·also 
be educated ab~ut the importaace of lieeking medical care.soon 
enough. ImmJUnisati()lls against liIIlall-pQX, diptheria, tetallUs and 
'polioniyeliIis are essential. Prenatal -care' is 'necesr.;ary to reduce 
the hazards of child-birth. Numerous precautions are feasibiIe to 
prevent the spread of tuberculosis, r.;yphilis, trachoma alld other 
chronic infections. The need of all thelie precautions underline the 
importance of health education programme for workers who are 
J1W)Stly illiterate and ignorant. While noting that the Scheme draws 
upon the facilities and services available from the Central and State 
Health Education Bureaus, the C01Dl1;llittee recommend that the 
programme of preventive and restoratIve care as suggested earlier 
should also inclUde a systematic Health Education programme. 

7.140. In this connection, the Coni~ittee need not over-emphasize 
the significant role which Yoga can play in disease prevention. 

- However, .1ley regret that eftortS- so fai-uiiilertiiken iriihafregard 
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~ave either yielded no results or proved' to be stillborn. The Com-
mittee hope that such activities would in future be organis~d in a 
well-pJanned and systematic manner and a constant watch keptoa 
their progress so as to ensure fruitful results. 

F. Rehabilitation Programme 

7.141. Under 'Section i9 of the Act, the Corporation may, in addi-
tion to oth~r benefits, promote measures for the improvement of the 
health and welfare of insured persons and for the rehabilitation and 
ie-employment of insured persons who have· been disabled or ih-
jured. In respect of such measures, the Corporation may incur 
expenditure ,from its funds within such limits asma¥be prescribed 
by the Central Government. Rule 23A of the E.S.I. (C~ntral) RuI~ 
1950, framed by the Central Government empowerS the Central Gov-
ernment to incur' an expenditure for this purpos~ upto a limit of 
Rupees five lakhs Per year frorri the E.S.I. Fund. ' 

, 7.142. In: j:nlrsuance of' the above p~()vision, the Corporation has 
been providmg'the fu1.1ciWing facilities[serVices for rehabilitation at 
its sole cost:-' .•.. 

(i) Free Artificial limb in. Employment Injury cases and also 
in non-employment injury cases where the insured person 
, is entitled to Sickness Benefit at the time of amputation-

(ii) Free Dentures where the insured" person lose teeth on 
account of Employment Injury.. .> .. 

(iii) Free. j;pectaclelt.w-4ex:e_.i.n:J.p&irmen~ of ~ye' sight is due t&· 
Employment injury 01: exp9sure ,of eye to infra-red·radia-

. ,tions. 

(iv) Free Hearing aids where inqicated in Employment Injury 
t: '. . CaseS; . . 

7.143. The number of cases in which artificial limbs and dentures 
have been provided are given below for the last five y~rs! 

• • " •• < • 

Year 

1964-65. 

. 1965-66 :. 

'1966-61 

<~967-~ . 

Artificial limbs Dentures' .. 

- 41 • . 4. ' 
'. . ........ ,21. . -' " " ..: 4: 

.... ~, :"'-

7 

12 -----
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7.144. Each State Government is to make use m 1be .tti~! 
lbnbs centres ava.nable in their areas for the ~ of ~be iinltlreo! 
persons. Arrangements have been made with the Armed Ibl-oes-
Artificial Limb Centre, P'()ona, Rebabilltati.cm Centre, Bmnbay 4dld 
Vadi Lal Sarabhai Hospital, Ahmedabad. At these Centres, the per-
SODS with permanent lass oI limbs are SBtnined, artificial limbs fitted 
and the individuals are given training in the use of the same. 

7.145. It ha&' been mentioned that in February 1965, the Corpora-
-&iGn constiwied a Study Group on rehabilitation programme. The 
G.nnJp 1Il8de the :fo]k)wing :recommendations:-

4' (1) 1n view of the paucity of trained staff, equipment and DOll 

availability <:If foreign. exchange. independent rebahilita-
~ tion centres cannot be set up under the ESI Scheme at 

this stage. As soon as these facilities are available, the 
position maybe reviewed. 

(2) A start may be made immediately by estabUsh.i1lg physio-
theraPy and occupational therapy departments in all the 
E.S.I. Hospitals with 100 beds or more with essential staff 
and equipment. 

(3) A pilot project for Medical Rehabilitation and vocational 
centre may be started at Mahatma Gandhi Memorial H<JS' 
pitat, Bombay. It will be necessary to have an advisory 
Committee of -experts consisting of Ave members with 
powers to co-opt Dther members if and when necessary. 

(4) Baaed on the experience gained by the working of this 
Pilot Vocatioftal Training Centre, other centres may be 
started in due course in Calcutta, Madras and Delhi. -, 

(5) To help and advise the Special Employment Ofticer in 
securing suitable jobs for the trainees, a committee may be 
formed." 

'l'he above recommendations were communicated to the State Gov-
emment on the 'tb Ap'l'fi, 1967. 

7.146. In response to a question whether any programme for the 
ft!habilitation of disabled persons has since been UDde! take& by the 
Conoration, it bas been stated that depending upon the availability 
of the prope!"ly trained personnel.and facilities, all ~ State Govern-
ments are expected to establish physiotherapy and rehabilitation 
department in ESI Hospitals. Physiotherapy centres are at present 
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M'Jl'lting in Mahatma Gandhi Memorial Hospi~l, Bombay, ESI Ha. 
pital, Madras and ESI Hospital, Hyderabad. There is also a proposal 
for establishment of such a Department in Calcutta. The Depart-
ments are concerned with the treatment and training of the limb 
which has sustained injuiry and restoring it to normal function. 
Wherever permanent disability occurs, the individual is trained to 
use the ?art of the body to some useful function. In some of the 
hospitals special departments are set up, where reconstruction sur-
gery is done like reconstruction of fingers and thumbs and educating 
the persons to use the same. 

7.147 The representatives of the workers' organisation as well as 
medical professKm who appeared before the Committee for evidence 
stated that the Corporation had not paid any attention to the re-
habilitation programme as to enable a worker to have a gainful 
employment. They suggested that the rehabilitation measures should 
be promoted on a better scale. The representative of the workels 
also complained that even if the Corporation passed a resolution to 
spend some amount for that purpose, the maUer was delayed by the 
Central Government. 

7.148. The ESIS Review Committee also went into' the need of 
Rehabilitation facilitieS and adequacy of the existing arrangements 
therefor. It observed as follows:-

"The Corporation has not so far made any arrangement for 
the rehabilitation of disabled insured persons except to the 
extent of providing artificial limb$.at the Army Artificial 
Limb Centre Poona...... In order to gauge the size Qf 
the problem, we made a study of the permanent disable-
ment cases which arose during the year 1963, in Maha-
rashtra Region. The study revealed that out of 828 cases 
examined, the 552 cases i.e. in 67 per cent of the cases re-
sulting into permanent disablement, physiotheraPy and 
vocational rehabilitation measures appeared necessary and 
it was evident that the period of temporary disablement 
and the extent of permanent disablement might have been 
reduced considerably if improved physiotherapic aids were 
available. It was also observed that in many cases in-
jured fingers and limbs had become stiff and unserviceable 
leading to award of loss of earning capacity as if there 
had been a complete loss of finger (1r the limb. This was 
attributed to lack of adequate physiotherapic and rehabili-
tation aids. 

rt4 (Ali) LS-12 
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"In developed countries, the rehabilitation of the sick and in-
jured is a continuous process starting from the onset of 
sickness of injury. It includes measures (a) to preVent 
undue lass of physical and mental functions during illness, 
(b) to assist convalescent patients to recover full functions 
and to resume their normal way of life without undu~' 

delay and (c) to help those for whom permanent disable,. . 
ment is unavoidable to regain the maximum possible-
physical and mental functions, to adopt to' their residual. 
disability and to live and work in the conditions best suited·. 
to their capacity." . 

7.149. The Review Committee made the following recommenda-
tions:-

"The Corporation should undertake an effective programme 
of rehabilitation, retraining and re-employment. of per-, 
manently disabled insured persons and institutional re.., 
habilitation care should be provided. Every-E.S.I. hospitaL 
in centres with an insured population of 50,000 family .. 
twits or more, should have a properly equi'j)ped and staffed 
reharilitation unit. Besides, there should be established 
in bigger industrial centres like Bombay and Calcutta, 
full-fledged medical re.~abilitation centres with arrange~. 
ment for whale day institutional care. The medical train-
ing institutes in the country should be encouraged and 
assisted by the Corporation to provide and extend the 
facilities for spec:alised training in rehabilitation work on 
an adequate scale." 

7.150. As regards re-employment of permanently disabled insured 
persons, it has been pointed out by the Government that this would 
require a statutory provision. It has been further pointed out that 
the ESI Review Committee recommended imposition of a statutory 
obligation on employers to continue in employment and to assign 
suitable work to persons who become partially disabled as a result 
of industrial accidents. This recommendation is yet to be considered 
by the Standing Labour Committee. 

7.151. The Committee are constrained to observe that the measures 
taken sO far with regard to rehabilitation of disabled insured persons 
are totally inadequate. For re-training and re-employment, DO steps 
have been taken even worth the name. The Committee recommend 
that the torporation should' consider the matter in all its aspects and 
chalk out a long term programme for phased impleinentation. They 
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trust that the Standing Committee would keep a watch on the pr0-
gress of implementation of the programme and also evaluate its results 
from time to time. .. 

G. Family Planning Facilities 

7.152. It is stated that the family planning clinics have been set 
up under the Scheme. Every insured man and hislher spouse is 
paid incidental expenses at the sole cost of the Corporation @ Rs. 15 
for Vasectomy and Rs. 25 for Salpingectomy, respectively, where 
such operations are performed in Employees' State Insurance Hospi-
tals, Employees' State Insurance Diagnostic Centres or full-fledged 
whole-time Employees' State Insurance dispensaries or such medical 
institutions as may be recognised by the Admjnjstrative Medical 
Officers. These amounts will not be affected by any cash incentive 
paid by the State Governments or by other public agenti,es. Inciden-
tal expenseS' of Rs. 5 are paid to each insured woman and wife of an 
insured person for initial I.U.C.D. insertion. This amount is to be 
reimbursed by the Central Government (Family Planning). Recently 
the Corporation has decided to discontinue the family planning cash 
allowances which, it is felt, is the resPonsibility of the State Govern-
ments. 

7.153. It has been represented to the Committee that the E.S'!. 
Hospitals and Dispensaries should have family planning facilities also. 
During their on-the-spot tour also, the Committee found that all the 
ESI HospitalslDispensaries did not have family planning units. 

7.154. The ESIS Review Committee had suggested that the ESI 
Scheme should pay all possible attention to family planning among 
the insured persons. The details of the programme should be worked 
out in collaboration with the family planning units of the respective 
State Governments. It is stated that this recommendation has been 
communicated to the State Governments for action on 8th Augus~. 
1967. 

7.155. While realising that the provision of medical care is arrang-
ed by the State Governments, the Committee feel that the Corpora-
tion should evince greater interest in matters which although may 
fall strictly speaking within the sphere of State responsibility yet 
affect to a large extent the well-being of the insured persons. The 
importance of the results of effective family planning measures in 
relation to workers need not be exaggerated in view of their obvious 
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potentiality in bringing down the incidence of siekness amongst work-
ers. The Committee trust that coordinated measures be taken in 

consultation and cooperation with the Union Ministry of HeaJth and 
Family Planning and the State Departments concerned to ensure 
that proper and adequate facilities for family planning are made 
available at all the ESI Hospitals and Dispensaries. 



CHAPTER vm 
GENERAL 

A. £SIS Review Committee Report 

8.1. In pursuance of the recommendations of the Standing Labour 
Committee made at its meeting held in October, 1962, the Government 
of India appointed in June, 1963, a tripartite committee known as 
ESIS Review Committee with the then Union Deputy Minister fOT 
Labour, Employment and Planning, Shri C. R. Pattabhi Raman, as 
its Chairman, to review the working of the Employees' State Insur-
ance Scheme and to recommend what modifications or changes in the 
structure and organisation of the ~mployees' State Insurance Cor-
poration would be necessary to ensure more satisfactory functioning 
of the Scheme. The Committee submitted its report to the Govern-
ment of India in February, 1966. 

8.2. The Report of the Review Committee was considered by the 
Standing Labour Committee at its meeting held on the 10th May, 
1967. The Standing Labour Committee decided that such unanimous 
recommendations of the Review Committee as had also been accepted 
by the Corporation should be implemented expeditiously and those 
which were not so implemented might be brought up again before it. 

8.3. In a note submitted to the Committee, Government have stated 
that out of the total of 176 recommendations of the Committee, 12 
have been noted being in the nature of conclusions/opinion<;. 115 
recommendations have been accepted either fully or with modifica-
tions or in principle. Out of them, 32 recommendations relating to 
medical side which concern the State Governments only or both 
the State Governments and the Corporation, and are to be implement-
ed by the State Governments in consultation with the Corporation, 
have been communicated to the State Governments in August, 1967 
for implementation; 33 recommendations require legislath'e changes 
before these can be implemented and the proposals for necessary 
amendments to the Employees' State Insurance Act and for further 
action in respect of them have been submitted by the Corporation 
to the Department of Labour and Employment; 38 recommendations 
have already been implemented or require no further action; the 
remaining 12 recommendations, some of which require amendments 
to the regulations are being processed and the action for th~ir imple-

J77 
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mentation is expected to be completed shortly. The rest of the 49' 
recommendations, including 3 recommendations in regard to which 
there were ~otes of dissent from the employees' representatives on 
the Review Committee. are awaiting consideration by the Standing 
Labour Committee. 

8.4. In response to a question, it has been stated that the preli-
minary proposals for necessary amendments to the Employees' State 
Insurance Act based on 33 recommendations of the Review Com-
mittee, were forwarded to the Department of Labour and Employ-
ment on the 4th August, 1969. These proposals are under exami-
nation. 

8.5. Asked when the Standing Labour Committee wouLd meet to 
consider the remaining 49 recommendations, the Ministry have stated 
that no date has yet been fixed for the next meeting. 

8.6. The Committee regret to observe that although a period of 
more than 4 years has elapsed since the Report of the Re\'iew Com-
mittee was wbmitted to the Government, almost one-third of its 
recommendations are yet awaiting decision and in respect of many 
of them final action by way of amendment in the statute or otherwise 
is still pending. The Committee need hardly emphasize that unless 
quick decisions are taken on the recommendations made by a body 
entrusted with the function of reviewing the working of a Scheme 
and the same are implemented expeditiously by the Government, the-
very objective of appointing such a body is bound to be defeated. 
The Committee would urge upon the Government to finalise their 
decisions on all the recommendations of the Review Committee which· 
have already been delayed and take speedy steps to ensure their' 
early implementation. 

B. Publicity 

8.7. According to the information furnished to the Committee, 
the following measures are taken to educate the workers about the 
usefulness of the scheme and the fonnalities required to be completed 
for claiming various benefits thereunder and to publicise the scheme 
amongst employers and trade unions:-

(i) As and when the Scheme is implemented in new areas and 
on other occasions when considered necessary. the film 
'Dawn of Social Security' is screened in those areas. Posters 
depicting salient features of the Scheme are also displayed 
at the factory premises, Local Offices, Dispensaries, Insur-· 
ance Medical Practitioner's Clinics and Hospitals. 
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(iii) 
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From time to time, the Corporation issues pamphlets tn 
English, Hindi and regional languages for claiming Cash 
and Medical Benefits which are distributed amongst work-
ers at the Local Offices 'as well as through the employers 
and Trade Unions. (These posters were last printed in 
the Regional Languages soon after the Amendment Act of 
1966 came into force in January, 1968 and displayed at 
Regional Offices, Local Offices, Sub-Local Offices, Dispen-
saries etc.) 

Meetings are organised in the factories which are address-
ed by the officers of the Corporation. A folder "Employees' 
Guide" printed in regional languages giving salient feature!'! 
of the scheme is also circulated. 

(iv) Lectures on various aspects of the Scheme are delivered by 
the officars of the Corporation in Institutions like Work-
ers' Education Centres, Labour Training Institutes etc. 

(v) Talks in English, Hindi and Regional Languages are 
broadcast periodically over the All India Radio. 

(vi) News-items indicating progress of the Scheme in different 
Regions are released to the Press by the Regional Directors, 
generally once a month and these are published in impor-
tant newspapers in English and other Regional languages. 
Due publicity is given also to the important decisions of 
the Corporation and the Regional Boards in the Press. 

(vii) The staff of the employers is invited to attend abbreviated 
training courses on the law and procedure before the 
Scheme is implemented in any area. A Guide for em-
ployers setting out in detail the provisions of the law and 
their own responsibilities in regard to various aspects of 
the Scheme is supplied to employers. (The latest edition 
of detailed "Employers Guide" which was printed last in 
January, 1964, is under revision and an up-to-date version 
is likely to be printed shortly). 

(viii) The Corporation publishes an Annual Report and Quarterly 
Reports which have a wide circulation among those who 
are interested. 

(ix) The Corporation occasionally participates in fairs and 
exhibitions, where the E.5.I. theme is likely to be of interest 
or relevance. 
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8.8. Besides the above-mentioned publicity measures, ~ption 

Counters have been set up in all the medium-size and large Local 
Offices with a view to assist the workers in completing formalities 
and explaining to them the relevant provisions relating to benefits 
etc. ~~ - ~i(;.;~ 

8.9. It has also been stated that the text of a detailed booklet in 
question-answer form has been finalised and will be taken up for 
printing and circulation shortly. ' 

8.10. The ESIS Review Committee in their Report reco~ended 
the creation of a regular public relations organisation at the Head-
quarters and at the Regional Offices, to disseminate information and 
experience. No decision has yet been taken on this recommenda-
tion and it is proposed to be considered at the next meeting of the 
Standing Labour Committee. 

8.11. The Committee note the pllibHcity measures t~en from time 
to time by the Corporation for the benefit of workers, employers and 
others concerned. They are happy to note that in all the medium 
size and large local o&es, reception counters have been set up to 
3SSlst the workers in understanding the statutory provisions and 00-
ing in their claims for benefits provided under the sche~. The 
Committee suggoest that the Employees' and Employers' G~des which 
were printed last in 1963 and 1964 respectively, should be revised and 
made up-to-date from time to time for wider circulatioa among em-
ployees and employers. Both of these booklets should also contain 
a brief ''Do's and Don'ts" for employees and employers. 

8.12. The Committee, however, do not find sufticient justificadon to 
create regular PubHc Relations Orpnisation at the Headquarters and 
at the Regional Omces as recommended by the ESIS Review Com-
mittee. They feel that the job sought to be entrusted to the proposed 
PubHc Relations Organisation may as wen be performed by one of 
the existing Divisions at the Headquarters. 

C. Employees' Insurance Courts 

8.13. Section 75 of the Act provides that all questions relating to 
the insurability of an emplCi>yee, rate of contribution, duration and 
entitlement of any person to any benefit and other claims, any 
dispute between a principal employer and an employ~, between 
the Corporation and an employer or between the Corporation and 
an insured person, and allied matters shall be decided by an "Em-
ployees' Insurance Court" specifically set up for the purpose in 
various places in the States by the State Government concerned. 
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Tlle~oyees' Insur~ Courts have all the powers of a civil 
covt. ~ Employees' Insur~e Court may submit any question 
ot law for the decision of the High Court. An appeal against a 
decision of an Employees' Insurance Court can be made to the High 
Court only where a substantial question of law is involved, 

8,14. The number of Employees' Insurance Courts in various 
Regions where the scheme is in force is given below. The monthly 

averCilge number of cases filed in these Courts during the years 1966-
67, 1967-68 and 1968-69 is also indicated against each Region:-

------- ----------------
Name of Region 

-~---------

And~ Pradesh 

Assam 

Bihar 

Delhi 

Gularat 

Kcrala 

Madhya Pradesh 

Maharashtra 

Myaore .' 

Orissa 

Punjab. 

Rajasthan 

Tamil Nadu , 

Uttar Pradesh " 

West Bengal 

TOTAL 

No. of Average monthly No. of cases 
Courts filled in H.I. Courts during the 

last three years 

17 

4 

8 

2 

5 
6 

9 

3 

3 

16 

13 

II 

21 

I 

119 

4'5 

5'00 

30'75 

5.30 

4,80 

52'00 

0'08 

7,'00 

12'10 

0'5 

0'4 

2.5 

19'75 

7'40 

6'20 

II. 20 

5'00 

10'00 

0'4 

7'75 

2'25 

2'60 

1'75 
II'OO 

.-...• _---------
Except 1 whole-time court in West Bengal, the rest of the courts 

in other regiolls are p~time, 

8.15, It has been mention~ that the steep, downward trend 
.during 19,68-89 isattributab1e to the amended provisions of the 
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Employees' State Insurance Act permitting recovery of Employees' 
Contribution also as arrears of Land Revenue. This mode of 
recovery has largely replaced action for recovery through Emplo-

'yees' Insurance Courts. 

8.16. The Committee desired to know whether the part-time courts 
have been able to dispose of the cases referred to them expeditiously 
and if not whether there is any proposal to have a more full time 
courts in the interest of expeditious disposal of cases and if not the 
reasons weighing against implementation of such a proposal. In a 
written reply submitted to the Committee, it has been pointed out 
t hat the general policy in tliat !egard is to set up part-time courts. 
However, where the workload S(') justified and the State Govern-
ment considered it more expedient, a whole-time court is set up. 
It has been further stated that there has been generally no delay 
in the disposal of cases by Hie Employees' Insurance Courts simply 
because of their being part-time, except in a few isolated centres 
where the cases remain pending for a very long time. Hence, 
there is, at present no proposal for setting up more whole-time 
Employees' Insurance Courts. However, as and when the need for 
a whole-time Employees' Insurance Court in any particular area is 
felt, necessary action would be taken in consultation with the State 
Government. As more and more recoveries are now being made as 
arrears of Land Revenue in accordance with the provisions of the 
Amended Act, there is likely to be less justification for a whole-time 
Employees' Insurance Court in any other area. 

8.17. In regard to the working of the Employees' Insurance 
Courts, the ESIS Review Committee in their report observed as 
follows:-

"A review of the worKing of the Employees' Insurance Courts 
shows that the proceedings are generally prolonged, cum-
bersome and formal. They follow the common pattern 
of ordinary civil courts' which is obviously not suited to a 
scheme of social insurance where there is more need for 
promptness rather than precision. Except in States where 
there are whole-time courts, the advantage of setting up 
of special machinery for adjudication under the Act 'has 
been largely negatived by entrusting the work to already 
over-worked civil judges .... The delays which have been 
experienced in the working of the Employees' Insurance 
Courts can be eliminated to some extent by providing in 
the· Employees' Insurance Court Rules that these courts 
would follow summary procedure. The Rules may also 



provide a time-limit of say three months for adjudication 
of a claim presented to the court.·' 

"Since the part-time arrangement for the Employees' Insur-
ance CoUrts has not been found satisfactory, it would be 
better to have wliole-time Employees' Insurance Courts. 
It may not, however, be possible to have whole-time 
courts at all the centres where the Scheme is functioning. 
This difficulty can De met by having one or two whole-
time Employees' Insurance Courts in each State with 
jurisdiction extending to the whole of the State. H neces-
sary, these may be supplementary by a part-time court." 

The above recommendations of the Review Committee are to be 
placed before the next meeting of the Standing Labour Committee. 

8.18. Prima facie there appears to be a little relationship between 
the number of Employees' Insurance Courts and the number of 
cases filed during the last three years in the respective regions. 
The Committee suggest that the position may be reviewed and the 
number of courts in each region determined according to the actual 
workload. 

8.19. The Committee further recommend that the suggestions of 
the Review Committee with regard to procedure for the disposal of 
cases and provision of a maximum time limit of three months for 
adjudication of claims by the Employees' Insurance Courts should 
be implemented expeditiously. 

D. Integrated Social Security Scheme 

8.20. In the Second Five Year Plan, it was stated that the pos-
sibility of combining the different social security provisions at pre-
sent in force into an overall social security scheme was being ex-
plored. A unified scheme would have the advantage of reducing 
overhead costs, savings from which could be utilised for providing 
more benefits to the workers. Decentralisation of the administra-
tion of such a unified scheme would prove advantageous to its bene-
ficiaries. 

8.21. In pursuance of the above recommendation in the Second 
Plan, the Government of India set up a Study Group on Social Secu-
rity in August, 1957 to study how the existing social security sche-
mes and any other privileges given to workers could be combined 



in a comprehensive ~cheme. The Group submitted its Ireport in De-
eember, 1958. It favoured integration of the E.S.I. and the Provi-
dent Fund Schemes. Its main recommendations were:-

(i) the integration of the ESIS, EPF, the Coal Mines Provi-
dent Fund Scheme and the Assam Tea Plantations Pro-
vident Fund Scheme will result in convenience to both 
the employers and employees; 

(ii) a single agency' should be set up to assume administrative 
responsibilities for the enactment relating to the ESI, EPF, 
Coal Mines Provident Fund and Assam Tea Plantations 
Provident Fund Schemes; 

(iii) the employer should make to this single agency one single 
payment representing total contributions under the uni-
fied Scheme. 

(iv) the coverage under the enactments should be made iden-
tical as far as posSlible; and 

(v) the Provident Fund Schemes should be converted into a 
statutory Pension Scheme i.e. -a Schem8 of Old-age, In-
validity and Survivorship Pension-cum ·Gratuity. This 

- was one of the major single recommendation of the Study 
Group. 

8.22. According to the Study Group, the fonowing advantages 
would accrue from the administrative merger of the E.S.I. and the 
Provident Fund Schemes:-

(i) the E.S.1. Corporation has a network of offices for dis-
bursement of Cash Benetiits to the ibeneficiaries, which 
can be made use of for purpose of payments under the 
Provident Fund Schemes with advantage and convenience; 

(ii) the integration will give greater relief to employers who 
will have to deal with a single agency for inspection of 
factories and offices of employers; and 

(iii) while it was difficult to pronounce upon whether there 
would be a saving in administrative cost, administrative 
costs formed only a very small portion of the wage bill. 

8.23. The Report of the Study Group wa9 considered by the 
State Governments, the Central Government and the organisation 
of employers and employees. It was also considered in August, 
1960 by the Corporation which expressed general agreement with 
thE> views of the Group. The Standing Labour Committee of the 



Indian Labour Conference con&idered the report in the same year 
and came to the conclusion that the proposal for integrated social 
security scheme should be implemented during ihe Third Five Year 
Plan, subject to such modifications as might become necessary as a 
result of consultations with employ~rs' and workers' organisations. 

8.24. The report of the Study Group was then considered by 
the Indian Labour Conference in 1961 and by its Standing Com-
mittee in 1962. It was decided that the conversion of provident 
fund into a pension scheme and the integration of the Employees' 
State Insurance with the Provident Funds should be deferred for a 
period of three years. 

8.25. In 1963, the ESIS Review Committee considered the ques-
tion of· formulation of a comprehensive scheme of social security 
and in that context, the merger of E. S.1. and the E. P . F. Schemes~ 
keeping in view the recommendations made earlier :by the Study 
Group. By way of a review of the Study Group recommendations, 
the E. S. I. S. Review Committee came to the conclusion that the 
merger of the Coal Mines Provident Fund and the Assam Tea Plan-
tations Provident Fund, as recommended by the Study Group~ 

should be postponed for the time being, consistent with the recom-
mendation elsewhere of the E. S. I. S. Review Committee to refer-
the extension of the E.S.I. Scheme to coal mines workers and plan-
tations. The Review Committee made the following reeommenda-
tions:-

(i) Action should be initiated forthwith to bring about an ad-
ministrative merger of the E.S.I. and E.P.F. Schemes and 
steps should be taken to accomplish thi,. with the least 
delay. 

(ii) The Government should, in consultation with the Indian 
Labour Conference, set up an expert machinery to evolve 
a "blue print" for a comprehensive scheme of Social Se-
curity which should also form a strong financial and ad-
ministrative base for inclusion of benefits which are at 
present not available. 

The ~view Committee felt that from an administrative merger 
of the Employee;' State Insurance Corporation and the Employees' 
Provident Fund Organisation, economy in administrative costs was 
bound to flow. It also felt that both the employers and workers 
would find it more convenient to deal with a single administrative 
agency and inspectorate and supervisory staff if the schemes were 
unified. 
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8.26. In response to a question, the Committee have been in-
formed that a draft Operational Plan was prepared in pursuance of 
the recommendations of the Review Committee. In the Operational 
Plan, suggestions were made as to how the differences might be 
removed and it was also proposed therein that a Committee might 
be set up to consider the actual manner and process of administra-
tive and legal merger of the two ~chemes as it required a detailed 
examination of several aspects. 

8.27. It has been stated that 'the Operational Plan was examin-
ed in consultation with the Central Provident Fund Commissioner. 
He pointed out that the Plan was based on the premise that there 
would be an integrated social security scheme which would com-
prise the benefits presently made available by -the Employee3" State 
Insuranc_e Corporation and a Retirement\Survivorship Pension 
Scheme would take the place o-f the Provident Fund. This requires 
a -policy decision to be taken on the crucial issue of replacement of 
Provident Fund Scheme by a Pension Scheme. The matter was 
then examined and it was decided to await the report of the Na-
tional Commission on Labour'. 

8.28. The National Commission on Labour while considering 
the question took note of the recommendations of the Review Com-
mittee as well as the statement made by the Labour Minister in 
Parliament about the Government's intention to pursue the unem-
ployment relief scheme and the integration of the two social secu-
rity schemes, namely, the ESIS and Employees' Provident Fund 
Scheme to reduce the administrative overheads. The Commission 
has recommended that the aim should be to work gradually to-
wards a comprehensive social security plan by pooling all the social 
security collections into a single fund from which different agencies 
can draw upon for disbursing benefits according to needs. It has 
further recommended that an integrated social security scheme may 
be evolved over the next few years and that this Scheme, with some 
marginal addition to the current rates of contribution, provide addi-
tional benefits of (i) retirementlfamily pension; and (ii) unemploy-
ment insurance. Summing up its conclusions, the Commission has 
observed as follows:-

"Our view is that an ideal arrangement will be to gradually 
work towards a comprehensive social security plan by 
pooling all the social security collections in a single fund 
which different agencies can draw upon for di"!bursing 
varioU3 benefits according to needs. A. Budget can be 



drawn up on this basis every year on a notional contn-
bution which could be determined, taking into account the 
possible disbursements during the year. With the rates" 
of contribution now suggested, a large fund will be avail-
able with Government. In lieu of the use of such funds by 
Government, it should be possible for it to cover some 
extra contingencies to which the beneficiaries are likely 
to be exposed. We recognise that the details of this idea 
will have to be worked out by experts and the goal en-
visaged in this proposal reached in stages." 

8.29. In regard to the· question of merger of ESIS and EPF 
Schemes, the representative of the Ministry during the course of 
evidence before the Committee in connection with the examination 
of the· Employees' Provident Fund- Organi '".ation, stated as follows:-'-

"So far as merging of the EPF and ESI is concerned, we ~re
pared a tentative Scheme for this. We found that many 
of the factors were not common in the sense that in the 
EPF we go upto Rs. 1,000 for membership of fllmIs 
whereas under the ESI it is only those employees who are 
drawing upto Rs. 500 are eligible. Under the EPF the 
rate of contribution depends upon one's pay whereias 
under the ESI that i"l a flat rate. So there are some of 
these difficulties. Now that we have got the report of 
the National Labour Commission who have recommended 
merger of these two Organisations, we shall no doubt go 
into this question and consider the practicability of evolv-
ing an integrated scheme. We must not lose eight of the 
fact that such a merger would be justified if it results in 
better rervice and economy, if these conditions are satis-
fied-and I think we shall consider SUitable schemes then 
for the merger of these two." 

8; 30. Asked how long will it take for the Government to come 
to any conclusion in the matter, the witness stated:-

"This recommendation as wen as other· major recommenda-
tions of the Commission will be considered by the Indian 
La:bourConference which i~ meeting in the Jr.Jddle of 
next month. After the discussion, I think Government 
will formulate their views and take decisions on these 
recommendations. It may take some months." 

8.31. During the evidence of the Director General, ESIC, the 
Committee desired to know whether the merger of the two schemes 
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would bring about reduction in expenditure. The witness replied 
to the question in the affinnative, adding that the work, being al-
most similar there Slhould be no need to have two organisations and 
two sets of officers. He admitted that the merger would lead to 
greater coordination and control and greater efficiency. 

8.32. In a note furnished to the Committee, it has been mention-
ed that, 'the Report of the National Commission on Labour was dis-
cussed at the Indian Labour Conference at its session held in Nov-
ember, 1969. A working group of officials of Employees' State In-
surance Corporation, Employees' Provident Fund and CMPF Orga-
nisations as also of representatives of the Ministries of Labour, Fin-
ance and Home Affairs has now been set up to study all aspects of 
the subject and to make recommendation9 to enable Government to 
take a decision in the matter by taking into acount all available 
material on the subject, such as report of the earlier working Group 
on RetirementlFamily Pension and draft schemes of unemployment 
insurance already circulated to State Governments together with 
their views thereon. The Director General, Employees' State Insur-
ance Corporation is the Chairman of the working group and it has 
been asked to submit its report by 31.3.1970'. 

8.33. It is noted that recently the Government have announced 
that it is proposed to bring forward legislation to create a Family 
Pension-cum-Life Assurance Scheme. The Scheme would be applic-
able to employees of all the establishments which are covered under 
the Employees' Provident Funds Act and in respect ().f whom con-
tributions are payable at the rate of 8 per cent of .pay. It would be 
compulsorily applicable to all future entrants with effect from the 
dates they become members of the Provident Fund under the Em-
ployee,' Provident Funds Act and have actually made their first 
contribution to the fund. 

8.34. The Committee are distressed to note that although the 
attention of the Government as to the desirability of having a com-
prehensive social security scheme was drawn by the Study Group 
as far back a'S 1958, no progress has been made in that direction so 
far. They learn that in many other countries the proliferation of 
special or complementary social security schemes has raised a deli-
cate but inescapable problem of coordination. The Committee, 
therefore, need hardly stress the importance of a integrated social 
security scheme not only for administrative reasons but also iD view 
of the social security objectives of parity of benefits and equalisa-
tion of charges, corresponding te the egalitarian tendencies of 
modern societies. The Committee urge upon the Govemment to 



take early steps to formulate a plan for an integrated social security 
scheme comprising the existing as well "S proposed schemes, to be 
gradually implemented within a set period of time. 

8.35. In this context, the Committee would like to invite atten-
tion to the observations made by them in their 90th Report (Second 
Lok Sahha) and also recently in their 116th Report on Employees' 
Provident Fund Organisation and stress that the merger of ESI and 
EPF Schemes would lead to two-fold advantages of laying the 
foundation of a comprehensive social .security scheme and reducing 
ellel'-iteMI eeMs sf tt.. iadiwMlual sclie-. TIiiay SDg&eSt that all 
necessary steps including any modification in the relevant statutes, 
for the integration of these two schemes should be taken without 
any further delay and their completion ensured hy a fixed target 
date.. The Committee would further suggest that a . coordinatioll 
committee consisting of representatives flf both the Organisations 
should be cODStituted to keep a watch with regard to progress of the 
implementatiOll of the merger scheme. 

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

M. THffiUMALA RAO, 
Chairman, 

Estimates Committee. 
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26. Shri Madanmohan Mangaldas, 'Mangal Bag' Ellis Bridge, 
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Statement s1wwing matters in respect of which power has been 
vested in the Central Government. 

1. Extension of ESI Act-Section 1 (3) . 

2. Extension of the Act to any other establishment of class of 
establishments etc.-Section 1 (5) . 

3. Nomination of the Chairman, Vice-Chairman and other 
members of the Corporation-Sec. 4. 

4. Nominating and specifying the Chairman and S<m1e other 
members of the Standing Committee-Sec. 8. 

5. Constitution of Medical Benefit Council-Sec. 10. 

,6. Payment of fees and allowances to members of the Corpora-
tion, Standing Committee and Medical Benefit Council-
Sec. 15. 

1. Appointment of Principal Officers-Sec. 16. 

8. Sanction to the creation of posts and approval regarding 
methods of recruitment, pay and allowances and other 
matters-Sec. 17. 

9. Prescribing limits on the incurring of expenditure on 
measures for health of insured persons etc.-Sec. 19. 

10. Supersession of the Corporation and the Standing Committee 
-Sec. 21. 

11. Approving expenditure on such other purposes as may be 
authorised-Sec. 28 (xii) . 

12. Investment of monies, raising of loans, acquisition of pro-
perty etc.-Sec. 29. 

13. Approval of the budget estimates-Sec. 32. 

14. Maintenance of accounts of income and expenditure-Sec 
33. 

15. Auditing of the accounts-Sec. 34. 
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16. SubmlSsion af Annual Reports-Sec. 35. 

17. Notification about the rate of Employers' Special Contribu-
tion Sec. 73-A (3) . 

18. Decision on disputes or questions where there is no E.I~· 

Court-Sec. 73B. 

19. Power to exempt factories from the payment of Employers 
Special Contributioll-Sec. 73F. 

20. Power to notify cessation of the provisions of Chapter V A-
Sec. 73-1. 

21. Power to make certain rules-Sec. 95. 

22 Power to remo'Ve difficulties-Sec. 99-A. 



APPENDIX VI 

(Vide Para 2.57) 

List of Periodical Reports and Returns submitted by the Employees' 
State Insurance Corporation to the Central Government. 

The following periodical reportslreturns are required tn he> sub-
ntitted to the Central Government: 

1. Annual Report of the Employees' State Insurance Corpora-
tion. 

2. Statistical Abstract of the Employees' State Insurance 
Corporation. 

3. Audited accounts of the Corporation together with Auditor's 
report thereon as finally adopted by the Corporati®-
Annual. 

4. Budget estimates as finally adopted by the Corporation-
Annual. 

5. Report on the quinquennial valuation of assets and liabilities 
of the Corporation as provided under Sec1;ion 37 elf the 
E.S.I. Act, 1948. " 

6. Standard Note for Supplementaries. 

7. Budget Note for the Parliament Session. 

8. Material for Annual Report of the Ministry of Labour, Em-
ployment & Rehabilitation (Department of Labaur and 
Employment) . 

9. Monthly Report on the activities of the Corporation. 

10. Quarterly Report on the activities of the Employees' State 
Insurance Corporation. 

11. Progress Report on Capital Construction. 

12. Statistical Returns and progress Report of complaints and 
vigilance . cases etc. 

13. Quarterly Return in respect of pending vigilance cases of 
Gazetted Officers and Officers comparable to the status of 
public undertakings. 
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14. Statement of expeditious disposal of complaints. 

15. Information relating to Annual Report of Central Vigilance 
Commission. 

16. ~.o\nnual return showing the total number of Government 
Servants and the number of Scheduled Castes and Sche-
duled Tribes. 

17. Statistical information regarding representation of Sche-
duled CasteslScheduled Tribes in public sector undertak-
ings, Statutory and Semi-Government Bodies. 

18. Quarterly return af the expenditure incurred on all the 
Staff Cars of the Corporation. 
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Pi.dld AgmCies 

APPENDIXVm 

[Vid, Para 3' I] 

CMTt shocui", administratifj, structur, of the Employees' State Insurance Corporalion. 

-,-
Insurance 
Commiaaioner 

EMPLOYEES' STATE INSURANCE CORPORATION 

Director General , 

Medic!t 
Commissioner 

I 

FinanJw 
Adviser and 
Chief Acxounts 
Officer 

Medl Benefit 
Pruncil 
(Advisory 
Body) 

, 
Actuary 

, , 
DlIector of 
Administration 

~----------------------------

Regional Offices (Andhra Pradesh, Assam, Bihar, Delhi, Gujarat, 
Keraia, Madhya Pradesh, Madras,. Maharashtra, Mysore, 
Orloa, T' --.., UUn P,",,"" """ W~t -

DireJor 
(Medical) 

Delhi. 

Regional 
Dim:tors 

I 
I 

" , 
Insurance 

Local Offices , , 
Grade-I 

1 
I 

Sub-Local Pay Office 
Oftice 

, , 
Adm' I. . lDJ8tratJon 

, 
Accounts 

Grade-II 

1-' 
Sub-Local Office Pay lffice 

Regional 
Boards 
(Advisory 
Body) 

Inspelion 
Inspection 
Offices 

Mini Local 
Offices 

Pay lmces 

Local 
Committees 
(Advisory 
Body) 

D ' I lIector 
(0 & M and 
Training) 

Medical Lferees , 
S.I. 

Dispensaries 
& Panel 
Doctors. 

NOrn.-Medical care is administered throu¥h agencies of State Governments except in the Union Territory of Dethi where the Corporation 
hu asaumed responsibility for administering medical care direc:tly. 



APPENDIX IX 

(Vide Para 7.46) 

Standard Agreement to be entered into between the Empl01leef' 
State Insurance Corporation and the State Governments under 
Section 58 (3) 01 the E.S.I. Act., 1948. 

Articles of an Agreement made this day 
of (month and year) between the Goye~orIRajpra-
mukh of (hereinafter called the "STATE GOVERN-
MENT" which expression shall, unless repugnent to the context, 
include his successors and assigns) of the one Part, . and the Em-
ployees' State Insurance Corporation, being a corporation estab-
lished under the Employees' State Insurance Act, 1948 (XXXIV of 
1948) (hereinafter called "THE CORPORATION" which expression 
shall, unless repugnment to the context, include its successors and 
assigns) of the other Part. 

Whereas the State Government is required, under Section 68 of 
the Employees' State Insurance Act, 1948 (XXXIV of 1948) (here-
with refered to as the Act) to provide for insured persons and 
(where such benefit is extended to their families) their families in 
the State of reasonable medical, surgical and obs-
tetric treatment, and whereas an Agreement is to be entered into 
between the State Government and the Corporation in regard to the 
nature, extent and scale etc., of the medical tre.atment that should 
be provided to insured persons and (where such medical benefit is 
extended to their families) their families (including the provi&ion 
of b:t1ildings, equipment, medicines and staff) as also for the sharing, 
of the cost thereof and of any excess in the in~idence of sickness 
benefit paid to the insure4 persons, over the all India average bet-
ween the CorPoration· and the State Government. Now this deed 
witnesses and it is hereby agreed as follows:-

1. (1) The State Gmrernment shall arrange tor the provision of 
general medical attendance and treatment of insured persons and 
(where SUch benefit is extended to their families) their families at 
one or more State Insurance dispensaries with full-time or part-
time ~urance Medical Officers: 
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Provided that the State Government may, with the prior appro-
val of the Corporation, arrange, in respect of any specified area or 
;areas in the State for out-patient medical treatment and attendance 
;at the clinics af private medical Practitioners (hereinafter called 
'''Insurance Medical Practitioners") who fulfil such requirements as 
may be prescribed, on payment to them of such capitation or other 
:fees and subject to such terms and condtions as may be agreed upon 
between the State Government and the Corporation. 

I 

Provided further that the State Government may, also arrange 
"fOT such out-patient medical attendance and treatment at any local 
fund or private hospital or dispensary, or through a mobile dispen-
sary visiting suitable places near the residences of the Insured Per-
:sons. 

'(2) The nature and scale of treatment as between the insured 
persons and his families may vary as may be agreed upon between 
the State Government and the Corporation. 

2. (1) The State Government shall, in consultation with the 
Corpo-ration, establish either separate hospitals or separate annexeS 
to existing hospitals or other medical institutions for the provision 
'of specialist examination and in-patient treatment of insured per-
sons or shall reserve, for the exclusive use of the insured persons, 
-separate beds in hospitals or medical instituti<1IlS under its own 
{!ontrol or in those maintained by a local body, a private institution 
or a private individual. 

(2) Pending the establishment of separate hospitals or the re-
servation of separate beds in existing hospitals for insured persons, 
the State Government shall make such arrangements at State, looal 
body, or private hospitals as will ensure that an insured person 
who needs immediate attention or admission in a hospital, as' a result 
of an emergency or accident, is admitted to the general wards of a 
hospital or hospitals to be specified for the purpose by the State 
Government and the hospital treatment provided in such cases 
shall include free maintenance and supply of all necessary drugs 
and such specialist's and general treatment, as may be available 
at the hospital to which the insured persons is admitted as well as 
those special investigations which are considered necessary and for 
which facilities exist at the hospital or in an associated institute OT 
laboratory. 
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3. The general medical attendance and treatment to be provided 
'by the State Government shall in the case of insured persons 
broadly be of the following kinds and on the following scale: 

(1) All treatment that can reasonably be expected to be rendered 
by a medical officer or a medical practitioner at the out-patient 

<department ofa hospital or a dispensary, or at a clinic, namely, all 
,treatment not involving the application of special skill or experience, 
;and shall include-

(i) such preventive vaccination or inoculation as may be 
needed for folowing diseases:-

.(a) Small-pox (including primary vaccination for infants; 
and for revaccination for adults and children during 
the prevalance of epidemics) . 

. (b) Enteric group of diseases. 

'(c) Cholera (during prevalance). 

(d) Plague (of an epidemic). 

(e) for such other diseases as may be agreed upon. 

'(ii) the free provision of all drugs (including vaccines and 
sera) and dressings that may be .considered necessary 
which shall generally be in accordance with the State 
Insurance formulary: 

Provided that where general medical attendance and treat-
ment is provided by the State Government at the clinics 
of private medical practitioners, the State Government 
shall make separate arrangements for the free supply of 
these drugs and dressings which such practitioners are 
not reqUired to supply themselves in such quantities and 
in such manner and subject to such conditions as may be 
agreed upon, from time to time between the State Gov-
ernment and the Corporation: 

:(iii) the provision of certificates, free of cost, in respect of 
sickness, maternity, employment injury, and death re-
quired to be given to the insured persons under the Em-
ployees' State Insurance (General) Regulations, 1950, 
or under the instructions issued from time to time by the 
. Corporation: 
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Provided that the Corporation may wherever necessary refer-
~y such certificate to any other medical authority for-
opinion and treat such opinion as final. 

(2) Free medical attedance at the residence of insured persons· 
by an Insurance Medical OfficerJInsurance Medical Practitioner, 
where ~e condition of the insured person is such that he cannot 
reasonably be expected to attend at a dispensary, hospital, mobile-
dispensary post or any other institution to which be is allotted or 
at the clinic of an Insurance Medical Practitioner on whose list he 
is borne. 

(3) Provision of facilities for the removal, free of charge, of-
insured persons whose condition requires such removal to a hospital,_ 
specialist centre or other institution by an ambulance or otherwise. 

(4) Reasonable arrangements for special investigations, such as 
radiological and patholO'gical examinations and for specialists' con-
sultation and treatment at the out-patients departments of the-
hospitals or other medical investigations established or specified for 
the purpose. 

4. The State Government shall make suitable arrangements for 
the treatment of emergency and casualty cases arising amO'Ilgst in-
sured persons. 

5. Obstetric treatment.-The State Government shall provide,. 
JOT all insured women-

(1) Reasonable ente-natal and post-natal care at dispensaries, 
hospitals or other institutions to be specified by the State Govern-
ment for the purpose; 

(2.) Facilities for normal confinement either at their residences 
or in hospitals or maternity homes to be specified by the State Gov-
ernment or established for the purpose; 

(3) Free attedance at their residences in all cases of mis-carriage 
or confinement where the condition of the person is such that her 
removal to hospital or other institutk1ns is impracticable or inadvi-
.sable; 

(4) Hospital accommodation in cases of diftlcult or abonrmal or 
complicated labour. 
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(5) Free ¥"ansport, by AIIlbula~ce or otherwise, too hospital or-
other ~~~~iop. of such pregnant insured women whose condition,. 
require~ r~D,lov~ to llOspital by such means. 

(6) The medical treatment provided under the Act may be ex--
tt;!nded to the families of insured persons from such date as may 
be agreed upon between the State Government and the Corporation, 
and shall be subject to such conditions as may be laid down in the 
Employees' State Insurance (General) Regulations, 1950 from time 
to time. 

(7) (1) State Insurance dispensaries established in pursuance· 
()f clause 1 of this Agrement shall be adequately equipped and shall: 
as far as possible contain: 

(a) A suitable place for patients to wait under cover with-. 
proper seating accommodation; 

(b) Separate Consulting room or rooms where patients can 
be seen and examined in complete privacy; 

(c) A dispensing rom for the supply of necessary drugs and 
dressings; 

(d) A rom or rooms for dressing O'f wounds and injuries. 

(e) Adequate accommodation for clerks and for records; and 

(f) Separate lavatories for male and female patients. 

(2) The State Insurance dispensaries shall be provided with res-
sonable medical and other staff, 

(3) Clinics o~ Insurance Medical Practitioners at which arrange-
ments may be made by the S~ate Government f<1r the provision of 
medical treatment under clause 1 of this Agreement shall subject 
to any cltange whicl;t may be agreed upon between the State Gov-
ernment and the Corporation, from time to time, generally contain 
.Pl'ovision for-

(a) adequate waiting space, 

(b) a place where jnsured persons can be examined in 
privacr, 

(c) adequate dispensing facilities, and 

(d) adequate arrangements for minor dressings. 
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8. The State Government shall prepare lists of State Insurance 
.dispensaries andlor clinics, showing the location of the State Insur-
-ance dispensaries and institutions andlor cliniCS, the names and 
-addresses of the Medical Officers attached to such dispensaries; 
names and addresses of the Insuracne Medical Practitioners approv-

.ed for the purpo£e of providing of general medical attendance at 
their clinics and their working hours and shall supply to the 
.Corporation copies of all such lists as well as any alterations that 
may be .made therein from time to time. 

Provided that no State Insurance dispensary or institution may 
~be abolished or no material alteration made in its location without 
prior consultation of the Corporation. 

9. Where general medical attendance and treatment is provided 
at the clinics of Insurance Medical Practitioners. The State Gov-
.ernment shall afford reasonable facilities for the choice of Insurance 
.Medical Practitioners by insured persons; and where the treatment 
is provided at State Insurance dispensaries or other institutions, it 
shall arrange for the allotment of insured persons to different State 
Insurance dispensaries or other institutions established for the treat-
ment of insured persons, as far as possible in accordance with the 
choice of the insured persons. The Corporation [.hall supply or 

-shall arrange to be supplied to the State Government the names of 
insured persons eligible for treatment and those ceasing to be eli-
gible for the medical benefit from time to time, and hereby agrees 
to assist the State Government in the work of allotting insured per-
. sons to Insurance Medical Officers or to the dispensaries or other 
medical institutions. 

10. The State Government shall arrange for the maintenance 
by Insurance Medical Officers incharge of the dispensaries, hospitals 
-and other medical institutions and by Insurance Medical Practi-
tioners, at whose clinics medical treatment is provided for insured 
persons, of such registers, records, books and accounts in such forms 
as may be prescribed and supplied by the Corporation for statistical 
purposes and investigations on diseases. 

11. The State Government shall ensure that medical records in 
respect of each insured person allotted to a dispensary of an institu-
tion or attached to an Insurance Medical Practitioner are maintain-
ed on forms prescribed and supplied by the Corporation for the pur-
pose from time to time. 

12. The State Government shall arrange to supply to the Cor-
poration, on a requisition by the Director GenerallMedical Com-
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missioner or by any duly authorised officer not below the rank of a 
Gazetted Officer on their behalf, records, returns and statements 
from the Insurance Medical Officer I Practitioners or from the dis-
pensaries in such form and in such manner, as may be specified. 

13. The Corporation shall provide, free of cost, to the State Gov-
-ernment all forms for certification, returns and medical records re-
quired to be kept by Insurance Medical OfficerslPractitioners for the 
purposes of the Act, the rules, the regulations or this Agreement. All 
other forms required shall be determined in consultation with the 
Corporation and supplied by the State Government at the cost of 
the medical benefit scheme. 

14 (1) For the purpose of administering medical benefit under 
this Agreement, the State Government shall set up, under their 
general supervision and control,. a separate executive organisation, 
incharge of a full-time or a part-time. officer who shall be appointed 
by the State Government, in consultation with the Co~ration, on 
such terms and conditions as are agreed to between the State Gov-
.ernment and the Corporation. 

(2) The State Government shall appoint in the office of the 
"Officer to be appointed in terms of clause (1) above, such staff, as 
may be agreed upon. 

15. The State Government shall afford facilities, at all rea90nable 
time, to the Director General of the Corporation to the Medical 
Commissioner of the Corporation, or to any other officer not below 
the rank of a Gazetted Officer who may be duly authorised. in this 
behalf by either of them, (i) for the inspection of hospitals, dis-
pensaries, clinics of Insurance Medical Practitioners or other insti-
tutions where medical benefit is provided or propored to be provid-
ed to the insured persons and (where such benefit is extended to 
their families) their families; (ii) for the investigation of com-
·plaints made by insured persons with regard to the provision of 
medical benefit, under the Act; (ii) for examining all registel's, 
certificates, medical records and other documents pertainin.g to the 
treatment of insured persons, to enable them to investig~te into the 
problems of diseases, as also for such.other purposes as false and!or 
lax certification, excessive or irregular prescribing by the Insurance 
Medical OfficerlPractitioner etc., and (iv) for conducting such spe-
cial investigations into the incidence of diseases or injuries or other 
conditions or for carrying out research on the problems arising 

. therefrom. 
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16. The fState Government shall arrange for the investigation Qf 
all complaints referred to them by the Corporation against ~ 
Insuran.ce Medical Officer I Insurance Medical Practitioner or any 
other member of the staff attached to or working at a dispensary, 
hospital, clinic or other institution where medical treatmeni; is pro-
vided to insured persons or against any officer connected with the 
administration of the medical benefit under the Act and shall com-
municate the result thereof and the action taken there On to the 
Corporation within a reasonable time, from the date of its lodging-
the complaint~ 

17. (1) While the responsibility for making the arrangements for 
the provision of medical care for insured persons and (where such 
care is provided for their families) their families is that of the State 
Government, the prior concurrence of the Corporation shall be ob-
tained by the ,State Government in the following matters, unless 
these are covered by any general or special agreement with the 
Corporation: - , 

(i) the strength of Medical Officers including specialists and' 
other ancillary staff; 

(ti) the pay and allowances to be paid to whole time medtcal 
officers including specialists andlor staff in case these 
vary from those admissible to similar staff under the-
State GovernmeI)t; 

(iii) the strength, the remuneration and conditions of service' 
for part-time medical officers including specialists and 
other part-time staff; 

(iv) the terms of service of, and conditions to be satisfied by, 
private medical practitioners for inclusion in the Medical 
List and the capitation fee payable to them; 

(v) the scale of furniture, equipment etc., to be provided in 
the dispensary, 40spitals and other medical institutions; 

(vi) the number of hospital beds to be arranged exclusively-
for insured persons ~d the manner in which th~e beds 
are to be provided; -

(vii) any separate arrangements for clinical or pathological 
examination or for specialist consultation to be made; 

(viii) maternity care including hospitalisation; 
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(ix) the terms on which medical facilities provided by Local 

~nds or private hospitals or diSpensaries maintained by 
employers or other parties may be utilised; 

(x) arrangements for. ambulance service and for provision of 
treatment in serious accidents and emergencies. 

(2) The total expenditure on. medical care in any year for this 
purpose and the budget provision thereof shall he subject to such 
ceilings as may be laid down by the Corporation from time to time 
for the whole of the caun.try for any State in particular. Far this 

~ ( . . - , . 

purpose, the State Gavernment. shall send, ,ta the Carporation far 
its concurrence its budget of the expe:qpit,ure an the provision of 
medical benefit under the Act for any financial year by the 30th 
September preceding the commencement of that year. They shall 
also . furnis~ at the same time. a revised estimate of stiriilar expen-
di!ure expected to be incurred in the financial year current at the 
time. 

(il) The~~ ~stiinates &bali be prepared,~ su~Q. farm and in such 
detai4; a~ may be agreed. upon between the State Government and 

• . , , ~ " _ 1 _ I 

the Corporation. 

18. tt) 1'h~ State GOverikent shall cause to be ~~tained by 
the .officer referred ta in para 14 abave a separate ac~otint .of the 
-expenditure an the provision of medical. car~ to the Plsured persons 
anct (where such mecllcal benefit is extended to their families' 
their fa~ilies ill such form, in such detailft and. qnder such major 
a~~ . pl~?F~eaQs as maY be a~reed upan between the State Govern-
ment and the Corporation and shall include therein: 

(a) the entire revenue exPendi~te, ,(iri~jiIdiDs reasonable 
reni oli thJi buildirtg§ beionging wholly to the State Gov-. \ ", " ')" . ~ .. -, ; t·· :.". , " ,",.! 1,;, • etnment) an runrung the Stat~ Insur~ce dispensarIes 
and the Mobf1ii Dispensaries established for providing out-
patient treatment under the Act exclusively to the insured 
persons and (where m~ical benefit is extended to their 
families) their families; 

(by the Ci~tt('h fee paid to the in:'i#iili~~ ~~81 Practi-
tioners on the agreed scale. 

(c) the cost of drugs and dressings supplied to insured per-
sons under proviso to clause 3 (1) (li) of this Agreement; 

(d) iri respect of dispensaries, hospitalS or othet niedical insti-
tutions not exclusively meaIIt for insured peHOns but 
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wherein treatment to insured persons and (where such me-
dical treatment is extended to their families) their fami-
lies is provided alongwith other persons-

(i) the actual cost of drugs and dressing used in respect of 
insured persons and (where such medical treatment is 
extended to their families) their families; 

(ii) any additional remuneration paid to any Medical Officer 
or to other staff employed at such dispensary, hospital 
or .medical institution for the treatment of insured per~ 
sons and (where such treatment is provided to their 
families) their families; 

(iii) Where no additional remuneration as mentioned in sub-
clause (ti) above in respect of this work is given, such 
share of pay and allowances paid to the Medical Officers 
and other staff employed at the dispensary hospital or 
institution or such amount per insured persons and 
(where such treatment is provided to his family) his 
family allotted to such dispensary, hospital or institu-
tion as may have been agreed upon in any particular 
case between the State Government and the Corpora-
tion; 

(iv) Where separate stocks and accounts in respect of drugs 
and dressings are not kept in respect of insured persons 
and (where such treatment is provided to their fami-
lies) their families such amount per insured person and 
(where medical benefit is extended to his family) his 

family per capita or per insured person allotted to the 
dispensary, hospital or medical institution as may have 
been agreed upon in any particular case between the 
State Government and the Corporation. 

(e) the entire revenue expenditure in respect of any insti-
tution run or established exclusively for insured persons 
and (where such facilities are extended to their families) 
to their families for providing speCialist advice, diagnostic 
facilities, etc.; 

(f) the cost of providing ante-natal and post-natal care and 
maternity services to insured women; 

(g) payments made to any State or other hospitals or other 
medical institutions for reservation of beds or for provid-
ing specialist advice or diagnostic facilities for insured 
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persons under the Act, on such basis as may have been.. 
agreed upon between the State Government and the Cor--
poration; 

(h) the entire revenue expenditure incurred on the mainten--
ance of the hospitals, annexes to hospitals or other medi-
cal institutions established or maintained exclusively for-
providing in-patient treatment and specialist advice or 
diagnostic facilities to insured persons under the Act; 

(i) payments made to employers, or other bodies for utilising' 
their medical facilities for the purpose of the Employees" 
State Insurance Act on such basis as may be agreed upon' 
between the State Government and the Corporation from: 
time to time; 

(j) any payments made to employers under Regulation 69 of' 
the Employees' State InSIUrance (General) ~gulations,. 

1950; 

(k) the capital expenditure incurred, whether by the State-
Government or by the Corporation, in the financial year, 
on the establishment or construction .and equipping of 
the dispensaries, hospital, annexes to hospitals or mobile-
dispensaries established under this Agreement for the ex--
elusive use of the insured persons or to the extent that 
medical benefit is extended to the families under the Act;: 

(I) the pay, allowances and other expenses of any whole-
time Medical Oftlcer and other staff exclUSively employed' 
by the State Government for the purpose of administer-
ing and supervising medical benefit to insured persons-
and (where &uch benefit is extended to the families) their 
families in the State; 

(m) such amounts as may be agreed upon in respect of sucht 
officers of the State Governments as are required to de-
vote a substantial part of their time to the direct super-
vision of the provision qf medical treatment to insured 
persons or (where medical benefit is extended to their-
families) their families; 

(n) expenditure incurred on payment of fees or aUowanc~

to non-ofticial members of the Medical Service Com-
mittee, Allocation. Committee or any other. Committee set 
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up in connection with the administration of the medical 
benefit nuder the Act, with the consent of the Corpora-
tion; 

(0) any ~ther expenditure incurred on the provision of medi-
cal benefit to insured persoris and (where the medical 

benefit is extended to their families) tliclr families which 
may be agreed upon between the State GOvernment and 
the Corporatio1l specifically for a, year or in general. 

(2) No expenditure incurred, by the State Government, which is 
'not coveted either by a general or special concurrence of the Cor-
rporation, shall be included in the accounts. 

19. (1) Where it is agreed between the State Government and 
''Corporation that any hospital building or other medical institutions, 
under clatiie t'6f the Agreemerit; should be conStriiCted or acquired, 
the Corporation shaD, on approval by i~ of the plarls aitd estimates 
; thereof, make payment of its share of the capital extHmuiture likely 
~ be i~curred f~r the rurpose in the next six months and it may 

:also make a loan, on stich terms as may be mufuilly agreed upon 
from time to thne, to tlie State GOveri'1ment, of tlie whole or a 
,tiart of the amount of the State Goveifurient's share iii the capital 
:e;ij)eiiditure 1fltely to be irictiiTea m the next st'X months; 

Pro~ci~ thit such advahce or lo~ shall tie ~~ itblri !he Corpora-
-Uon to the State Governmerit and rio pa~~t either of capital or 
interest by the State Government to the. C9rporation sh~ be in-
-eluded in the separate account mentioned iD. terms of claUse 18 
:above. 

, ~2j Aby buildin~s that may be ~o.n~iructed ,tor hospitals, dispen-
saries or other medical institutions for provision of medical treat-
ment of insured persons and (wh~f~ such benefit is' extended to 
their families) their families if jointly financed shall be the joint 
properties of the State Government and the CorpOration. 

(3) In Pt~ e~eh,~, of 1in,~,of the hosp~~als. etc; built ~~lor equipp-
ed under ~e ,above cI~,~s beiIlg closed dC?wD. or J;~llie event of 
either of tbe parties ceasiilg to ha:vem.t~restJ~, th~ p~operty shall 
not be disposed of by either party, or the hospital etc., closed down, 
With,ou,t, tp.e other ,party ~ing giyen tile first ,r~~l..tp t~ke over 
~e hospi~,etc., ~,~ whol~, ~fte,r paym~n~. ~",f!;,e.~~t p8rty its 
~hare of ~e ~st jes~ depreciati9n ,etc.,,~fte~ ~essmeIlt by sucb 
competent authority as may be appoi1lted jointly for tbe purpose. 
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20. (1) The ace6unts of the hosPitals and dispensaries etc. and all 
, , 

'oth:ereXpen:diture incurred Urider the SCheme by the State Govern .. 
:merit shall be s'dbj~ct to internal check by the local audit staff con .. 
ducted by the agency of the finance Department of the State Gov-
-'erIUIleDt umiet th:~ ~a.me ruIes and to the same extent assimilal' 
·other expenditure of the State Government., A copy of each audit 
:report relating to such e:lq)enditure Will be fUrDished. by the state 
-Governitre'nt to the Corporation. 

(2) The State Government shall furnish to the cOrporation a 
'copy of every sanction issued by them. 

21. (1) As soon after the clos-e of each financial year as possible, 
-the State Government shall have an account prepared showing the 
-expenditure ilicurred by them onihe proviSion of medical care to 
the insured persons and (where such medical beneftt is extended to 
-their families) their families in the State. The accounts so prepared 
'will be open to inspection and scrutiny by the Chief Accounts Officer 
{)f the Corporation or by such officer of the Corporation not below 
the rank of a Gazetted Officer as he may depute for the purpose. 

(2) The Accountant Gener:al of the State concerned shall furnish 
:annually a certificate indicating the experience on the scheme ad-
mitted in audit and the audited account together With such certi1i-
-cate shall furnished by the State Government to the Corporation to 
-enable it to pay its share of the cost as shown by such certificate to 
the State Government; 

(3) Where a State Government so desires, the Corporation may 
make periodical "on account" payments towards its own share of 
the cost of the provision of medical benefit under the Scheme in 
1he State during a particular year, on submission of apprOximate, 
~ccounts of actual expenditure incurred by the State Government in 
specified periods (say each quarter, or each half year) to the Corpo-
ration, after the close of each such period, subject to such terms and 
-conditions as may be agreed upon between the State Government 
and the Corporation. 

22. (1) The total cost of provision of medical treatment to the 
cinsured persons and (where the medical benefits is extended to 
-their families) their families incured upto the 30th June, 19M, 
:shel be Shared between the State Government and the Corporation 



in the proportion of one-third and two thirds and such cost incur-
red from the 1st July, 1954, onwards shall be shared between them. 
in the proportion of one-fourth and three-fourths respeCtively. 

(2) "Provided that the receipt arising on account of the sale: 
proceeds of any item previously purchased under the Head 'ESI 
Scheme' for example, unserviceable stores, drugs, rebate on the: 
purchase on the Medical stores, -recoveries of over payments and 
other receipts\revenues of all kinds arising from the operation of 
the E.S'!. Scheme in the State etc. will be deducted from the total 
cost of the medical benefit, while arriving at the net expenditure-
which is to be aportioned between the State Government and the: 
Corporation in the agreed ratio." 

23. On the rendering of the accounts, referred to in clause 21~ 
the Corporation shall pay its share to the State Government, with 
reasonable promptitude, after deducting therefrom any payments 
"on account" already made or any expenditure already incurred 
directly by it on any item detailed in clause 18 of this Agreement; 

Provided that, if the Corporation is not saitisfied with the ac-
counts and is of the view that any adjustments are requiied to be-
made therein, it shall inform the State Government of -such adjust-
ments and the State Government shall carry out the same; but if 
the State Government does not agree to carry out such adjustments,. 
the accounts may be inspected by a person appointed by the Audi-
tor GeJ;leral and his decision shall be taken as final by both the-
State Government and the Corporation. 

24. In the event of the Standard of medical benefit provided 
by the State Government being lower than that agreed upon, the-
amount payable by the Corporation under this Agreement shall be-
such as may be decided upon by mutual consent or, in default of 
such mutual consent, such as may be decided upon by an Arbitra-
tor appointed in terms of Sub-Section (4) of Section 58 of the Act~ 

25. As soon as possible after the close of each financial year,. 
the Corporation shall calculate, in respect of each State where the-
Scheme is in operation, the incidence of sickness benefit in terms 
of the number of days for which sickness benefit has been payable-
to insured persons qualified to claim such benefit at any time dur-
ing the financial year, and, where the incidence of sickness benefit 
expressed as the number of days ex~ds the all-India a1lerage-
similarly calculated, the difference between the \8mount payable 
as sickness benefit in the State and that which would have been 
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payable if the incidence had been the same as the all-India average, 
be shared between the State Government and the Corpoartion as 
follows:-

Corporation's State 
share Government's 

share 

(J) Upto 25% in excess of the all-India average FUll Nil 

(is) Portion of the excess between 2s%and SO% above 
the all-India average. . • . . 2/3 1/3 

(ii,) Portion of the excess between 50% and 100% 1/3 2/3 

(iv) Portion abov: 100% Nil Full 

26. Any amount payable under the preceding clause 25 shall be 
deducted from the amount payable to the State Government under 
clause 21 in respect of the financial year to which it relates or in 
respect of any subsequent financial year. 

27. Any action required to be taken by the Corporation under 
this Agreement shall be taken by the Director General or by any 
other officer specifically authorised by him in that behalf. 

28. All the terms and expression viz., insured persons, Insur-
ance, Medical Officer, Insurance Medical Practitioner, Director 
General, Medical Commissioner, Medical Referee, etc., shall have 
the meanings asigned to them in the Act, the rules made under 
Section 95 &96 or the regulatioBS under Section 97 of the Act as 

... the case may be. 

In witness thereof ................ on behalf of the Governor/Ra;pramukh of the 
State of ........................ has set his hand and sea and the Director General, 
Employees' State Insurance Corporation, hath Bet hiB hand and common Bea! of the Corpo-
ration has been afixed herewith this day, the •.•...............•........... of the 
month of. .•....................... of the year ......•............. Signed and sealed 
by tlle said in the presen of ......................•....•••.......... 

..•......... ..... ... ...... .. (1) 

...•..•••.....•.•.•.•.....•. (2) 
~witnesl { Sd/- . 

Seal • 

Signed and sealed by the Director General, Employees' State Insurance Corporation 
on behalf of the Employees' State Insurance Corporation, in the presence of ............• 

_ •....•••...•••••........... (1) 

•••••........•..•.•.••..•... (2) 
~Witness 

Common leal of the 
Corporation 



APPENDIX X 

{Vide Para 7· W7) 

Lilt ..:..=.'" """-'.es under COIIStTUCtion DIId in rupeet of flJ1rcm construction flJorlr ,.,., 
List of Hospitals! Anne%UJ'u rmtln ~ 

No. of beds Total Tarlet date of 
State Name of Hospital, capital completion 

Annexe OeD. T.B. 8IDC'i~ 

1 3 4 

in Iakhs 

r. ADdhra Pradesh ESI Hospital, 
Vuakhapatnam 110 36·20 October, 1969 

2. Do. ESI Hospital, 
Adoni , So 2.13 October, 1969 

3- Bihar ESI HOIpitaI, 
Dalmianagar , so 28·S2 October, 1969 

4- Do. ESI Annexe, 
ltki 20 0·8S Completed. 

s. Gujll'lt . ESI Hosplul 
Ahmedabad SOO " 87·13 October, 1969 

6- Do. ESI Hospital, 
Ahmedabad . 200 60·13 Completed. 

7. Delhi ESI H ospiatl, 
Much, 1970. Delhi . , 2S0 195·00 

t. Haryma ESI Hospital, r Panipll) , . SO 17'59 

9. Kerala ESI Hospital, 
Paripally 100 18·82 

10- Do. ESI Hospital, ISO 3S ·44 I The buildings are 
Erllukone likely to be 

u. Do. ES Hospital, 80 '·"°1- by 

Arpoobra the end of the 
year. The tar-

• 2. Do • ESI Hiapotal, get dates awaited 
Vedavathur So 10.71 from the State 

Governments. 
13- Do. BSI Hospital, 

Udyopmandal 120 34,06 l 
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I 3 4 

14· Do. BSI Hospital, So & 

J Bmatulam 4 doctored 21'49 
S~ dis-
pcDIUy. 

1.5,_ Do. BSI Hospital. I~·S~ 1-Trichur 60 

16. Madhya Pradesh BSI Hospital, 

~--Ujjain. . SO 15 ».0, 
17· Do. BSI Hospital, I Raipur . 79 13·81 J 18. Tamil Nadu BSI Hospital 

Madurai 177 2, 2"79 Marco, 1970. 

19. TamfiNadu BSI Hospital, 
Coimbatore 475 25 123'7S Completed. 

20. Punjab BSI Hospital, 
Jullundur 60 21;43 Completed. 

21. Rajutban ESI Hospital, 113 29'70 August, 1971. Jaipur 

22. West Bengal BSI Hospital, 
Gauhati. . ISO 63'1 December, 1969. 

23- Do. BSI Hospital, 300 88'43 October, 1969. Budge BUdge 



Lin of HOIpitai Annt%U sanctioned 

(Cona1l'1JCtion wort DOt yet WIder taken) 

No. of beds 
SI. State Name of the Capital Year of sanction 

No. Hospital/Annae Gen. T.B. cost 

1 2 3 4 S 6 

Rs. inlakhs 

1 Bihar BSI Hospital, 
Orma lIO 21'50 1967-68 

2 Kenla BSI Hospital, 
Thottada 80 14'89 1965-66 

3 Do. BSI Hospital, 
Kalavoor 80 17'3S 1967-68 

4 Do BSI Hospital 80 18'32 1966-67 
chelavoor 

5 Mysore BSI Hospital 
Mangalore ISO 36'34 J967-68 

6 Tamil Nadu BSI Hospital, 
South Madras 245 2S 80'65 1963-64 

1 Welt Bengal BSL Hospital, 
Mariicktolla 400 174'30 1967-68 

8 Do, BSI Hospital, 
Kanyapur-
AIanIol ISO 50·74 1967-68 



APPENDIX XI 
Statement showing summary of Recommendations I Conclusions 

S. 
No. 

1 

1 

2 

Reference to 
para No. of 
the Repon 

SUmmary of 
Recommendatior..s/ 

Conclusions 

2 

1.28. 

2.24. 

3 

The Committee are glad to observe that the 
enactment of Employees' State Insurance Act 
conferring social security benefits on the 
industrial workers in the country has been a 
landmark in the history of labour weHare prog-
ramme undertaken by the popular Government 
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 deve-
lopment 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. 

The Committee consider the association of 
Ministers as Chairman, Vice-Chairman or Mem-
bers of the Corporation and the Standing 
Committee, which are composed largely of oftl-
cials, as unusual. An anamoly is created when 
the same Minister in his capacity of the head of 
the Adiirlnistrative Ministry overrules the 
decision of the Corporation which also is pre-
sided over by him. Obviously, therefore, the 
practice does not fit in with the general supervi-
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II 

2 

2.25. 

3 

sory powers vested in the Central Government.. 
UD.der the Employees' State Insurance Act. The-
Committee recommend that Government should 
~40pt practice of appointing a prominent 
p~blicman with necessary knowledge and ex-
perience of promoting labour welfare to fill the-
office of Chairman of the Corporation for a fixed: 
term to be specified in the Act. 

The Committee further recommend that the· 
Chairman of the Standing Committee should be-
nomiDated from amongst the workers' and em-
ployers' 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 nomi-
nees on the Corporation are officials. They hope 
that all State Governments will follow the 
uniform practice of nominating the head of the 
Department, mainly concerned with the 
administration of EmplQyees' State Insurance 
Scheme in the State, as their representative on 
the. Corporation. 

2.27. The Conunit,tee further note that the State 

us. 

of N~galand h~ nQt yet been represented on the 
Corporation. They suggest that necessary steps 
may be taken in that reg~rd without fUrther 
delay. . 

The Committee are happy to note that Gov-
ernment propose· to bring forward an amending 
legislation to enhance the representation of 
employers. .and. workers em the Corporation as 
well as tlie Standing Committee. They have no 
doubt that a correseponding increase will be 
made in their repreaentation in the event of any 
IAcrease in the number of official nominees so 
IS to keep a parity between officials and non-· 
oftlcials. 
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2.29. 

3 

As for the representation of medical profes-
sion on the Corporation, Standing Committee 
~. the Medical Benefit Council, 1;J.'l~ Committee· 
do not appreciate the reasons for ignoring the-
claim of National Integrated Medical Associa-· 
tion and Insur;mce Medical Practitioners 
(Ayurvedic>. Association when a good number 
of their members are serving under the ESIS as 
panel or service doctors and have been recog-
nised by the Corporation at par with other 
practitioners of modem 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 dis-
qualification fol' their representation- 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. 

2.35. The Committee regret that since the incep-
tion of Hie scheme, the meetings of the Corpora-
tion, 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 implemen-
tation 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 ~ its scheduled meetings, 
the Standing Committee has been able to meet 
as per schedule only in 1-960 and 1968. The 
record of Medical Benefit Council, which is 
charged with the impo~t function of advising 
the Corpora.ti<>n on matters relating to the· 
administration of medical benefit, has been no 
better. The Committee would like to stress that 
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the minimum number of meetings of these 
bodies as prescribed must be held regularly. 

-9 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 . 

.10 2.50. The aim of setting up Regional Boards and 
Local Committees, as contemplated. in the Act, 
was clearly to keep a constant liaison 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 Committees have not been exploited. They 
find that even at places where these bodies 
have been set up, they do not appear to be 
functioning effectively. The Committee recom-
mend that their meetings should be held 
regularly and their suggestions communicated 
for the consideration of the Standing Commit-
tee. Whatever decisions are taken by the 
Standing Committee should invariably be trans-
mitted to the Regional Boards for information. 
As also suggested by the ESIS Review Commit-
tee, a small sub-Committee may be set up to 
conduct a preliminary' examjnation of the 
suggestions made by the Regional Boards before 
these are placed. before the Standing Committee. 

'11 2.23. In the view of the Committee, the Regional 
and Local Medical Ben~t Councils have an 
important role to play so as to ensure provision 
of efficient medical service to the beneficiaries 
of the Scheme. They are surprised. that no 
attention has been paid all these years to set up 
these bodies even though there existed a sta-
tutory provision in that regard. The Committee 
recommend that these bodies may be set up and 

.-.-.... ----------------------
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necessary regulations specifying their functions 
etc. be framed without further delay. 

While conceding the need of general supervi-
sion and control of the Central Government 
over the working of the ESIC, the Committee 
feel that after setting up a tripartite body to 
administer the scheme certain degree of auto-
nomy' is essentially required for its effective 
functioning. It is quite understandable that in 
the initIal ~tages of the scheme, the . Central 
Government thought it fit to exercise a greater 
caution and hence to retain both the financial 
and administrative control in various ways in 
regard to the functioning of the Corporation. 
Now that the Corporation has come of age the 
two main parties-workers and employers-
should have sufficiently grown in consciousness 
and maturity to manage the scheme to their 
best interests without the Central Government 
having to play the same predominant role in the 
affairs of the Corporation. It is also to be 
remembered that unlike other Statutory Bodies 
and Public Undertakings where the Government 
may justifiably seek to have a greater financial 
as well as administrative control, the ESIC is a 
non-commercial organisation meant to administer 
a scheme of social security financed mainly out 
of the funds contributed by workers and 
employers themselves. The Committee urge 
that the power exerciseable by the Central Gov-
ernment should be scrutinised thoroughly to 
confine them only to matters of broad policy 
requiring specifically their guidahce, direction 
and control, leaving the rest to the decisions of 
the Corporation. The ESt Act may also be 
amended suitably, if considered necessary, in 
course of time. 

The Committee learn that except four incum-
bents all the Principal Officers appointed so faI 
have been drawn from services outside the 
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Corporation. The Committee feel that the-
Corporation in its life of more ~ 20 years. 
must have py now built up adequate cadre of its 
own trained personnel specialised in the res-
pective divisions. 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 Orga.nisation, to hold the charge of 
Principal Offices if they are found otherwise 
equipped with the required knowledge, ability 
and experience. This would inculcate a sense 
of belonging to the Organisation in the minds 
of those who are down below in the manage-
ment hierarchy. 

14 3.10. The Committee find that since the inception 
of the Corporation the post of Actuary has been 
held independently only for a period of about 
10 years. During the other 10 years, the post 
was lying vacant or had been held by the 
Insurance Commissioner or Financial Adviser & 
Chief Accounts Officer in addition to their res-
pective duties. At present too, the Financial 
Adviser & Chief Accounts Officer is performing 
the duties of Actuary. It is thus evident that 
there is not sufticient justification for having a 
separate post of Actuary. The Committee re-
commend that the post of Actuary may be 
abolished henceforth and its functions and 
duties merged either with the Insurance Com-
mISSloner or Financial-Adviser '& Chief 
Accounts Officer as may be considered more 
appropriate from the practical point of view. 

1~ 3.11. The Committee do not find any justification 
either for creating post of Deputy Director 
General or the Financial Adviser as suggested 
by the ESIS Review Committee. It need 
hardly be added that the Organisation has 
already come of age and much of the procedure 
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and practices are now well-settled. Besides, it 
would mean an additional burden on the already 
strained finances of the Corporation which are 
so badly -needed for the extension of the 
scheme. The Committee have already recom-
mended the creation of a separate post of 
Principal Officer to hold charge of administra-
tive 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. 

16 3.12. The Committee would also like that Govern-
ment should examine the desirability of suitably 
modifying the statutory provision relating to 
the Princial Officers so that in future any 
increase or decrease in their number which b 
bound to occur with changed conditions and 
exigencies, may not require an amendment in 
the Act. This would ensure flexibility and 
avoid the lengthy process of amending the Act 
for the purpose. 

1.7. 3.19. The Committee are unhappy to observe that 
no systematic attempts were made since the 
inception of the ESIC in October, 1948 to review 
the norms and standards for the staffing pattern 
in an expanding organisation like E.S.I.C. They 
are all the mO're 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 on O&M division 
-a step so essential to keep a constant watch on 
efficient administration and personnel manage-
ment. The Committee cansider 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 realist'c assessment of manpower required 
but also in evolving a suitable staffing pattern 

----._-- -------
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on the lines suggested by the ESIS Review Com-
mittee. The Committee have no doubt that after 
c'ompletion of the study in hand, a. similar work 
stutfy will be undertaken and expeditiously com-
pleted in respect of the remaining offices and 
necessary steps taken to effect economy consis-
tent with efficiency of service to the insured 
workers. 

18. 3.22. The Committee are not convinced by the 
statement of the Director General that there is 
not much scope for corruption in view of the 
small amount of claims and the claimants' right 
to appro'ach Local Office Manager or the Re-
gional 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 ke~p a check 
on corrupt practices which may result in 4arass-
ment to the claimants and sometimes in the 
denial of payments even. They recommend' 
that a Vigilance and Inspection Cell under the 
charge of an officer of a rank not less than Local 
Office Manager should be created in each Re-
gional Office to investigate into the complaints of 
corruption and also pay surprise visits' to Local 
Offices for on the spo1: enquiries from the claim-
ants if they are encountering any difficulty in-
getting payments. The officer may also dis-
charge the function of survey of Local Offices as 
suggested by the Review Committee. 

19. 3.25. The Committee note that since August, 1959-
the work procedures were reviewed in Novem-
ber, 1967 and thereafter in December, 1968. They 
further note that a detailed review of procedures 
has also been undertaken. The Committee need 
hardly emphasize that the administration af" 
social insurance scheme is a complex process in-
volving 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 
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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 variQus 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 continuous process so that .the system may 
be equipped with modem techinques and 
methQds obtaining in other countries having' 
similar isurance schemes. 

The Committee further suggest that variouS. 
forms to be filled up by beneficiaries should be 
printed alSO' in other Indian languages than 
English I Hindi so as to make them easily under-
standable. 

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 im-
parting 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 helping hand to the people be-
longing to poorest section of the society. Now 
that a beginning has been made, they hope that 
the training pro'gramme will be carried on regu-
larly and systematically. The Committee als(} 
recommend that a suitable curricula be formu-
lated for the different courses of training for-
different grades of officers. They further recom-
mend that measures should be devised to make 
a periodical appraisal and evaluate the results 
of the training programme. 

The Committee are not aware of the circum--
stances in which the Corporation is regarded as 
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an 'industry' under the Industrial Disputes Ac~ 
while its employees are treated as Central Gov-
ernment employees for all practical purposes. 
They suggest that Government should examine 
this question and take suitable steps so as to 
remove the anamoly, if any. 

3.42 The Committee feel that with the extension 
of coverage under the scheme it should have 
been possible for the Corporation to effect 
eoonomy 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 allowanoes of officers 
and staff, in their view the steep rise in adminis-
trative cost can hardly be justified. They sug· 
gest that an integrated plan which may inter alia 
include measures such as review of staffing pat--
tern and rationalisation of work processes and 
procedure at all levels, austerity in office fur·· 
nisbings and equipments etc., may be drawn up 
for effecting necessary. economy consistent with 
the efficient execution of the insurance scheme. 

"'24 3.49 The Committee consider that the percentage 
of variations in the original a·nd revised budget 
estimates and revised and actuals under the sub-
heads such as Dependants' Benefit, Hospital and 
Dispensaries, Equipments of Hospitals etc. and 
Buildings for Officers and staff quarters 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 budget. 
ing on low as well :as on the safe side. 

25 3.55 In the opinion of the Committee, the vital pro-
blem of raising adequate re9O'Urces to finance an 
expanding scheme like the present one need be 
tackled not on an ad Iwc but on a long tenn 
basis. With the growing awareness among wor· 
kers, fortified by the changed concept of social 
justice, their expectations would naturally be 
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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 situa-
tion itself underlines the need of a long term 
solution. The Committee would like to suggest 
that another Committee consisting of a few 
Members of the Corporation, representatives of 
the Finance & Labour Ministries and other ex-
perts be set up to go into all aspects of the pro-
blem including the present as well as future 
needs of the scheme and suggest suitable ways 
and means in that regard. 

:26 3.59. The Committee are unhappy to note that all 
the three valuation reports were made available 
after the lapse of a period 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 that effect made in the Act in due course. 

27 3.62. The Committee find that for laying the 

----------
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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 <1f Audit Report al-
most 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 Cor-
poration are laid on the Table within a period. 
of six months from the close of the financial 
year. As for Budget Estimates, their preparation 
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and further processing including the approval by 
the Standing Committee I Corporation 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 O'bserv-
ance of the principle of accountability to Parlia-
ment is judged by the timely laying of these 
documents so that the activities of the Corpora-
tion are taken stock of in proper time and appro-
priate action taken to set right defects, if any. 

28 3.67. The Committee are surprised to note that 
while some of the plots for administrative build-
ings had been acquired as back as September, 
1962 and July-December, 1963, it has not been 
possible for the Corporation to construct build-
ings 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 regret-
table. The position has drifted to the extent 
that on the one hand the Corporation has now 
no resources to finance the construction pro-
gramme and on the other plots lying idle are 

attractin,.!l unauthorifOed constrnctrons, thus 
;inviting promngted litigation. The continued 
failure to have its own buildings is bound to 
create administrative problems besides avoidable 
expenditure On rent. The Committee are con-
vinced that had these proposals been pursued in 
right earnest 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 Committee suggest that a 
phased programme for construction may now be 
drawn up keeping in view the proposed merger 
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of ESI and EPF Schemes, the resources position 
and the need to effect eoonoDU'. 

4.13 The Committee are distressed to note that the 
progress of implementation of the scheme during 
all these years has been extremely halting. Not 
only the original schedule as envisaged in the 
First Plan was not adhered to, there have also 
been sl!lOrtfalls even in the revised modest targets 
fixed for the thr-ee Plan periods. The Committee 
are convinced that had the Corporation as a 
Central authority consisting of representatives 
of all interests including the State Governments, 
played its proper role in taking timely initiative. 
effective planning and periooical appraisal of 
performance, the State Governments' prepared-
ness to implement the scheme would havp. been 
forthCOming and the results would have been 
much better. The Committee wonder if the 
State Governments were really in such helpless 
position with re.gard to financial or other re-
sources 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 Stat-e Governments evinced more interest 
in the implementation of the scheme and 
cooperated with the Corporation in right 
earnest. 

10 4.29 Thp r.ommittee find that although the policy 
decision to extend the medical benefit to families 

of insured persons was taken by the Corpora-
tion as early as 1955, it was ·actually implement-
ed from 1958 onwards. Up ,til! now only a small 
percentage of the total famHy units is eligible 
for hospitalisation faeilities, the rest being either 
entitled merely to restricted or expanded medi-
cal care. The Committee also find that the only 
target to be achieved by the. end of Fourth Plan 
Period is to extend tho !!cheme to such areas-
with an insurable population of 500 and above, 

._---_._._._-_ ... _--- ---
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as could not be covered so far. The extension 
of the scheme to new sectors is not contemplat-
ed at all. Moreover it would complicate matters 
further both financially as well as administra-
tively as soon as the wage ceiling for overage 
is raised from Rs. 500 to Rs. 1,000 which has 
already been agreed to by the Corporation 
Similarly the possibility of raising even pro-
gressively the standard -of medical care to 
families is remote or rather nil in view of the 
recently decided expenditure ceiling of Rs. 50 
per family unit. All this is indicative of lack 
of planning as well as absence of a sense of 
urgency which the problems of SOCial security 
for weaker section of society deserve. The Com-
mittee strongly recommend that a small Com-
mittee consisting of the members of the Cor-
poration and other experts, as earlier suggested 
in para. 3.55 above should go into all aspects 
of present and future plans of the Corporation 
and make a study to work out a time-bound 
viable programme for phased extension as well 
as perspective planning in respect of ways and 
means to support the extension programme 
already accepted in principle. by the Corporation. 

The Committee are in general agreement 
with the recommendations made by the ESIS 
Review Committee in regard to tightenin~ UP 
of the statutory provisions and the nrocedure 
relatin~ to the. grant of exemption from the 
sl'heme. The Committee would further recom-
mend that all cases of exemptions after havinl! 
been processed bv the machinery as !'ul!gested 
by the Review Committee should be carefully 
considered bv the Corporation/Government. 

The Committee are surprised to note that 
inspite 0f the recommendation made bv the 
Study Group on Social Security in 1958 and 
again bv the ESIS Review Committee jn 1966, 
the Government have thoul!ht it fit to retain 
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the transitory provisions in the ESI Act uptill 
now. They consider that the retention of thsse 
provisions for such a long period have neither 
been conducive to the implementation and 
growth of the scheme nor even served the 
interest of employers as a whole. With the 
recent decisions of the Government to raise the 
Employer's Spe.cial Contribution to 4 per cent 
for implemented areas in order to enable the 
Corporation to meet its outstanding liabilities on 
revenue account and a part of its committed 
capital programme, it has become clear that 
Gov~rnment too are veering round to the view 
that the restoraticn of the scheduled rate of 
employer's contribution is essentially called for. 
The Committee urge that Government should 
take early steps to repeal these provisions so 
that the financial resources of the Corporation 
to that extent are assured and facilitate futUre 
planning. 

The Committee are of opinion that in view of 
a marked rise in the cost of living index in 
recent years, early steps should be taken by the 
Government to raise the exemption limit to 
Rs. 3.00 per day. 

The Committee note that out of the total con-
tributions for the period from 24th February, 
1952 to 31st March, 1969, the total arrears are 
only Rs. 604 lakhs. They, however, feel con-
cerned to find an extremely low percentage of 
recovery af both the Employees' Contribution 
as well as Employers' Special Contribution 
within the prescribed time-limits. This tendency 
to avoid payment within the prescribed time-
limit has in effect extended further the grace 
period by three to nine months for payment of 
contributions. The Committee would like that 

-------------
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ways and means snould be devised to ensure the 
recovery to a maximum extent within the pres-
cribed time-limit itself. In their view there 
appears to be no reason as to why the Em-
ployees' contribution which is deducted at 
source from the wages, should not be received 
within the prescribed limit. The Committee 
recommend that besides amending the Act to 
make the penal provision more stiff as suggested 
by the Review Committee, the desirability of 
enhancing the rate of interest provided in Regu-
lation 31-A may be examined. Suitable pro-
cedure may also be evolved to reduce the period 
taken to finalise the list of defaulters so that the 
legal action could be initiate.d without any undue 
delay. 

One notable aspect in regard to the present 
arrears is that the bulk of the amount is found to 
be due from the big industries like textiles etc. 
The main factor responsible for it is stated to be 
the industrial recession which affected these 
industries in 1965. In the opinion of the Com-
mittee, this reason does not hold valid any longer 
in view of the improved economic situation. At 
any rate, the Committee would like the Govern-
ment to examine the feasibility of providing by 
law the coliection of Employer's and Employee's 
'Contributions as a cess or as excise duty at least 
from the organised sector of industries. They 
feel that this way of oollection would ensure 
-speedy -and -easy recovery of contributions and 
.also 'obviate the huge sums of contributions 
falling in 'arre8!'s. This may also result in 
reduetion of -adulinistrative cost of collection of 
eoMributions. 

It ean hardly be8:isputed that the benefits 
-p!'(Nicied atpresentuncier the Employees' State 
Insurance Scheme, particularly with regard to 
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~ov~ OJ,medical care, are by no meana 
M1J~:tv ~ the,Jl~ of the working d8Sll 
The ,ever~etlSing rise in the cost of living 

,l;eems to ·have .becpmea permanent feature of 
,our economy. Then there is growing conscious-
~ess tOo .among workers about their rights and 
COI:respanQing duty c~t on their employers and 
the Govertunent which is committed to the ideal 
of a Welfare State. It is, therefore, quite natural 
that the workers should ask for more and more 
with the passage of time. The need for wider 
coverage. under the scheme, grant of hospitalisa-
tion facilities . to the families of workers, con-
struction of additional beds and provision of 
better and efficient outdoor, specialists' and indoor 
facilities also cannot be ignored for long. All 
these demands on the Corporation cannot 
obviously be met from within the limited 
resources of the Corporation which are primarily 
built up from the employees' and employers' 
I!ontribution and which can meet almost only the 

. current rev-enlle expenditure. It has also to be 
remembered in this connection that in other 
developing countries, a fair proportion of the 
CQst of the scheme is borne by the State. The 
argument that State's share in India is contri-
buted by the State Governments is untenable 
as the latter contributes only a meagre share of 
cost of medical benefit alone while the schemp 
provides other benefi~ too. For even public 
health services alone, the State in many coun-
tries bears substantial parts of cost of its financ-
ing, the proportion very often being around 20 
to 30 per cent. In some countries, it is much 
higber. For example, in the- British National 
Health Service, the State pays about 90 per cent 
of the cost the balan(.'e being met by a contri-
bution from the National Insurance Fund, which 
itself incl.udes a State contribution. Financial 
participation by the Central Government would 
also .justify the control exercisable by them in 
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relation· to the affairs of the Corporation. The-
Committee would; therefore, strongly recommend 
that the Government of India should contribute-
towards the cost of the ESI Scheme. 'i'he share-
of their contribution should be determined by 
them in the light of the suggestions made by 
the ESIS Review Committee in this regard, the-
long-term needs of the scheme and the practice-
obtaining in other countries having silnilar 
benefit-giving schemes. Government shoUld also-
consider the question of giving financial assist-
ance to the Corporation by way of grant/loans-
speCifically for the purpose of fulfilling its capital 
needs such as construction of hospitals/dispen-
saries, etc. 

The Committee are unhappy over the casual 
manner in which the Corporation agreed to the 
reduction in the share of the State Governments 
towards the cost of medical care from one-third 
to one-fourth and then to one-eighth, for which 
there existed no justification whatsoever except 
that the Corporation had got accumulated funds. 
rendered surplus owing to slow implementation 
of the scheme. In fact according to the sugges-
tions of the ILO experts, the share of the State 
Governments should have been increased from 
one-third to two-third in the event of extension 
of medical care to fanaUlies of workers; surp~ 
ingly it was reduced even further from one-
fourth to one-eighth. Now the position is that 
many of the States are not even spending that 
much per capita amount for medical care under-
the scheme, which tbey are otherwise spending 
on the general population in their respective-
States. Public health being their primary res-
ponsibility under the Constitution, actually it 
should not require much hair-splitting to make 
them realise their constitutional obligation and· 
to shoulder the burden of a reasonable share· 
of expenditure under the scheme. The Com· 
mittee recommend that the matter should bto-
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reconsidered by the Corporation which is com-· 
posed of State representatives also, with a view 
to raise the State's share to an appropriate level, 
in any case not less than what each State is 
normally spending on the general public, and. 
if necessary Government of India should also· 
use their good offices in the matter. 

The Committee further suggest that desir-
ability of specifying the States' share in the 
statute itself without leaving it to the individual 
agreements, may also be examined at an early 
date. 

The. Committee regret to find that the ques-
tion of determining the excess incidence of sick-
ness benefit in different States, in pursuance of 
the clear statutory provision to that effect,. 
received the attention of the Corporation only 
after having been reminded of the same by the 
Audit. In their opinion there appears to be 
hardly any justification for waiving the amount 
found to be due from the concerned State Gov-
ernments on this account, especially in view of 
the unambiguous provisions of the Act and the 
agreements arrived at between the Corporation 
and the State Governments. The Act does net 
require that the benefits under the scheme 
should accrue to the last person before the All 
India average can be computed. The Committee 
hope that the amount would be recovered from 
the concerned States without any further delay 
or in the alternative recourse would be had to 
adjust the same against the Corporation's liability 
or in the alternative recourse would be had to 
21 of the Deed of Agreement between the States 
and the Corporation. 

The Committee n<Jte with satisfaction that 
the standard of maternity benefit, disablement 
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'beoeftt .ad Jd.pend~ ::benefit compares favoUl 
'''bly:with -the minimum standard set out in I.L.O. 
;Convention, ,1952 concerning minimum standards 
of sodal ,security as also with the standards 
,obtaining in other countries. They, however, 
regret to find that in .the matter of sickness bene-
fit particularly in ,regard to its duration, India 
lags behind most of the countries. In fact it does 
'''otconform even to the minimum standard laid 
down in the I.L.O. Convention. The Committee 
recommend that the duration for the admissi-
bilityof the sickness benefit should be enhanced 
to 91 days and thereafter gradually with the 
ultimate aim of achieving the LL.O. standard of 
26 weeks within a reasonable 'period. 

The Committee further recommend that the 
list of diseases for. extended sickness benefit 
should be periodically reviewed so as to include 
in it the diseases warranting extended benefit 
and omitting those which do not warrant such 
benefit. The feasibility of enhancing the rate of 
benefit for long-teFm diseases particularly like 
cancer, leprosy, tuberculosis etc. may also be exa-
mined. 

The Committee note -the various steps taken 
so far with a view to simplify the procedure in 
regard to disposal of' benefit claims. They have 
no doubt that ·the teller system and the ledger 
system would be introduced in all the Local 
Offices in aCCOTdance with a phased programme. 

The Committee also note that a separate 
project of 'form analysis and simplification of 
registers etc. has b~ ~taken up. They suggest 
that a' target date should be fixed for completion 
of the project and changes conSidered necessary 
'brought about expeditiously. The Committee 
further suggest that the procedure sh(J(lld be 
'kept under constant review sa as to ensure speed 
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and efficieIlCl iD payments III this connectioJ: 
the Committee would like that a periodical re-
turn showing number of claims pending for more 
than one month, two months and three months 
and above should be submitted by the Local 
Offices to the respective Regional Offices and a 
brief monthly report should be submitted by 
each Regional Office to the Headquarters. 

The Committee need hardly stress that the 
tendency of malingering by workers is most un-
desirable from all angles. By putting an undue 
financial burden on the Corporation, it dimi-
nishes its viability and thereby affects its long-
term planning to provide additional benefits to 
wOTkers community. Obviously it cuts at the 
very roots of the principle of social insurance. 
Again by increasing absenteeism in industry, the 
production suffers giving serious set back to the 
developing economy of the country. The Com-
mittee would, therefore, like that as soon as the 
Special Survey already undertaken on an all 
India basis is completed, the data should be pro-
cessed expeditiously with a view to review the 
present measures and evolve foolproof checks to 
eliminate this evil. Besides legal and adminis-
trative measures, appropriate means should be 
devised to educate the workers in this regard by 
enlisting the ·cooperation of tNlde unions. 

The ComIriitteeare :jTtelined to agree with the 
views expressed by the Review Committee and 
tbe National Commission on Labour in regard to 
the sta'ttttory provisionior a waiting period of 
two days for the ·draW'll1 of sickness benefit 
ani 'feettbattheexisting provision may conti-
nue unclumged. 

The Committee are not convinced by the 
pleas given by the representatives of the Cor-
poration against the introduction of 'No-claim 
Bonus' scheme. SitriUar pleas are usually put 
forward in respect of any new proposal of this 
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kind. In fact the statement of the representa-. 
tive of the Corporation that the expected num-
ber of claims under the scheme would be 'very 
very few' indicates that there would hardly be 
any marked increase in the cost of administra-
tion on account of this scheme. Rather the likely 
benefits owing 00 change in psychology of work-
ers would be far more in concrete terms. The 
Committee, therefore, while endorsing the views 
expressed by the National Commission on 
Labour, recommend that a suitable scheme of 
'No-claim Bonus' for workers who do not avail 
of any benefit under the ESI Scheme during the 
year, should be framed for early introduction. 

47 7.4 The Committee need hardly stress that the 
medical benefit is the king-pin of the Employees' 
State Insurance Scheme and that the success of 
the Scheme is judged by the scale and standard 
of the medical care made available to the insur-
ed persons and their families. The Committee 
hope that sustained efforts would be made to 
accelerate the growth of the Scheme of Health 
Insurance s'o as to develop it in the course of 
time into a universal health scheme far the whole 
country on the model of National Health Scheme 
in the United Kingdom. 

48 7.18 The Committee note the view held prepond-
erantly that the service system provides more 
satisfactory care to workers than the panel sys-
tem. The former system is also more amenable 
to control and discipline. While appreciating 
that due to general shortage of qualified medical 
and para-medical personnel in the country, it 
may not be possible immediately to bring major 
centres like Calcutta and Greater Bombay under 
the service system, the Committee suggest that 
suitable steps should be taken to gradually switch 
over to the service system in those areas. Mean-
while, the Committee trust, serious efforts by 
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way of careful selection and constant supervision 
would be made to remove the deficiencies of the 
panel system so as to make it effective apparatus 
of service to workers: 

7.19 The Comznittee hope that one-man Committee 

7.23. 

7.28. 

set up to go into the grievances of the panel 
doctors in regard to capitation fee etc. would 
soon finalise their recommendations and neces-
sary action thereon would be taken expeditiously 
by the Corporation I Government. 

The Committee feel that there should hardly 
be any objection to rec'()'gnise the dispensaries 
initially set up by the employers for utilisation 
under the Scheme provided they satisfy broadly 
the conditions laid down in that regard. This 
would supplement the efforts of the Corporation 
and also be helpful in overooming incidental pro-
blems such as building etc. 

The Committee are not convinced by the 
reasoning advanced by the Corporation against 
the setting up of dispensaries to provide treat-
ment through indigenous systems of medicine 
that such a step could only be in addition to the 
existing facilities and hence would result in in-
crease in the expenditure on medical care. They 
also 00 not share the Corporation's apprehension 
that in case any initiative is taken suo moto by 
reducing expenditure On allopathic side, it may 
invite criticism from the interests· concerned. 
The Committee recommend that steps be taken 
to set up one-doctor units of Ayurvedic and 
Homoeopathic system, to begin with, in such 
Allopathic dispensaries as are situated in heavily 
concentrated areas, after ascertaining the views 
of beneficiaries through local workers' organisa-
tions and local Committees, if any. If the ex-
perience in the course of time finds favour from 
the beneficiaries the facility may be extended to 
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other areas also. The Commlttee feel that treat-
ment through these systems would not only 
prove to be effective but being cheaper would 
also curtail the total budget on medical care. In 
their opinion, the importance of evolving a low-
cost effective medical system for a country like 
India having limited resources and a vast popu-
lation, need hardly be exaggerated. 

52 7.39. The Committee are surprised at the attitude 
of complacency reflected in the reply furnished 
to the Committee about the complaints of work-
ers in regard to non-availability of medIcineS,. 
shortage of doctors and their attitude of indiffer-
ence, ambulance service, etc. The Committee 
note that the number of doctors in position has-
all along been less than the sanctioned strength 
during the last three years, 1966-67, 1967-68 and 
1968-69, as is evident from the. number of vacan--
c;es which was 202, 245 and 397 respectively. In 
respect of some of the States there is marked 
difference in the sanctioned and actual strength 
of do'Ctors. Similarly, the number of arbulancf!s 
is prima facie inadequate to cater to the needs of 
the insured persons. The Committee would like 
to suggest that suitable measures should be de-
vised by the CorporationlGovernment to help 
safeguard the quality of service provided to 

trative surveillance and review of different 
trative surveiilance and review of difJerelK 
component parts of the system, the feasibility of 
collecting statistics on selective basis regarding 
the results of the medical care in terms of re~ 
covery of patients may also be examined. Such 
evaluation may be helpful in taking the correc-
tive measures wherever necessary. 

7.40 The Committee are glad that a Sub-Committee 
of the Medical Benefit Council has been set up 
for the revision of the pharmacopoeia and they 
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trust that tM pharmacopoeia· would be periodi-
cally reviewed tb keep it up-to-date. 

The Committee are surpri8ed to find that. 
some of the States do not have specialists' facility 
even in regard to common branches such as 
Medicine, Surgery. T.B., E.N.T., Skin, etc. Wor-
kers in States like Gujaut, Maharashtra and 
Uttar Pradesh, which have large centres, also 
are not provided with specialists' facility for' 
orthopaedic treatment. The Committee suggest 
that all possible steps should be taken to remove 
this lacuna and the Corporation should take 
part:cular care in ensuring that the concerned 
State Governments act in the matter swiftly 

The Committee are unhappy to note that 
19reements with some of the States were-
entered into after expiry of a long period from 
the data ofaxtension of scheme in these States. 
They hope that agr~ments v.ith the remaining. 
States would be. finalised egpeditiously. 

The Committee would like to recommend' 
that feasibility of creating a separate all India 
cadre of ESI medical o1Jicers on the lines of 
Central Health Service with an ear-marked 
quota for each State be examined. in consulta-
tion with the State Governments. The Commit-
tee feel that the creation of an all India Cadre 

under the overall control of the Corp6ration 
would inculeate a sense of belonging to the 
scheme in the minds of those &erving it and also 
enabl the Corporation to have an effective-
control over the administration of medical care. 

The Committee regret that the General Pur-
poses Sub-Committee which was intended to 
serve as an effective instnnnent of supelT.sfon 
over the administration of medical benefit in 
States has been allowed to become practically 
defunct a"fter 1967. The Committee are of the 
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opinion that the periodical visits of the Principal 
Officers of the Corporation to inspect and review 
the medical facilities available under the 
Scheme in the States are no substitute to the 
visits of the General Purposes Sub-Committee 
of the Corporation. They feel that on the spot 
observation of the medical institutions by the 
Sub-Committee would, besides gearing up the 
local administration and providing a psychologi-
cal satisfaction to the beneficiaries about 
Corporation's vigilance of its responsibilities, 
enable the members of the Corporation to have 
a first hand information of the administration of 
medical benefit which in turn would un-
doubtedly help the Corporation in takL'lg 
appropriate remedial measures from time to 
time. The Committee trust that the Sub-Com-
mittee would undertake visits to the States 
regularly and their reports considered by the 

I Standing CommitteelCorporation for taking 
appropriate action on them. Care should, 
however, be taken to plan these visits In such a 
manner that there is no overlapping between 
these and the periodical inspections to be 
carried out by the Director General and the 
Technical Teams of the Medical Commissioner 
or the Deputy Medical Commissioners. 

The Committee also reiterate the recommen-
dation made by the ESIS Heview Committee 
with regard to strengthening of medical inspec-
tion staff to assist the Administrative Medical 
Offieers in States. They hope that this would be 
done without any delay. 

The Committee are surprised to note the wide 
disparity ranging from Rs. 27 to Rs. 73 in the 
per capita expenditure incurred on the provision 

of medical benefit in different States. It is all 
the more surprising that no tangible efforts had 
been made by the Corporation all these years 
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to control the expenditure to secure economy 
and uniformity in service under the scheme. 
It was only in October, 1968 that Corporation 
asked the States to carty out a review of the 
staffing position in State Insurance dispensaries. 
Although bulk of the States have vet to finalise 
such a review, the results of the ~evif'w in res-
pect of the States of Mysore and Andhra Pra-
desh are indeed revealing. Similarly, as also 
admitted by the Director General, the 
Corporation's approval to the budget estimates 
of States has been absolutely fonnllI involving 
no scrutiny at all. Again. in the matter of 
supply of drugs, stores and equipment!. no 
initiative was taken till recently to sreamltne 
and centralise to the extent possible +.he system 
of their purchase. The Committ~E' \"eed hardly 
emphasise that in a developing r·o·mtry like 
India it is imperative that not only the available 
resOurcE''; should be tnore ~ystemati~ally and 
economically allocated but also the pxtravagance 
of no kind should be tolerated. Wit" £hl't end 
in view, the Committee recommp.nd thst the 
Corporation should introduee suitab1c systems 
to ensure a thorou~h budget scrutiny a~ also 
control over the expenditure incnrred on the 
provision of medical benefit in the St'ites. The 
Committee feel that besides economy and effici-
encv this would brln'! about uniform pattern in 
the' ~atter of provisi~nof medical benefit under 
the scheme all over the country. The Committee 
have no doubt tha~ the staffing review in tlte 
State Insurance dispensaries and also the cur-
rent studv of the system of purchase of medkh-
es ·directiv from the manufacturers would be 
completed exnedWouslv. In this connection they 
would like t~ comme""d the svstem (If direct pro-
curement of <;to!"e<; l>Tld o.""l1;~me'"'ts fcrr med;cal 
institutio,",s .,lonrr ~ith the· rJrUlts. to form a cen-
tralised Dool under ~~e ·('~Tltrol of the Corpora-
tion and for I'ITIW;)!"rJ -mDtlly t"l States, jf it is 
founrt nT1ctlc'lhl.., Pl1n ~c"nomical. 

_.----- ----- -----
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The Committee are inclined to agree to the 
view that the administration of medical benefit 
should normally be left to the State Govern-
ments and the Corporation should concern itself 
with laying down broad guidelines to be 
followed by the States and exercising an effec-
tive control by various systems both on the 
quality as well as cost of the medical benefit. 
At the same time, they feel that if situation in 
any State so demands the Corporation should 
not be ~ oblivious of its responsibilities as 
insurance carrier to take over the administra-
tion for providing better and efficient service to 
the beneficiaries under the Scheme. 

The Committee note the various steps taken 
by the Corporation to improve the standard of 
medical care in Delhi. They need hardly stress 
that after having assumed direct responsibility 
of administering medical care in the Capital, the 
Corporation should keep a constant vigil to 
ensure that highest standards both in efficiency 
as well a6 economy are set up to be emulated 
by the State Governments. 

-, 
The Committee regret that in the matter of 

provision of beds which is 0:;0 vitally linked up 
with the future programme of extension of the 
Scheme. the Corporation practically left the 
entire initiative in regard to assessment of 
requirements. planning and construction to the 
respective State Governments which for obvious 
reasons cannot be expeeted to have overan 
picture of the Cornoration's obliltation to secure 
parity in all the States ·on a rational basis and 
also a long term view of its financial resources 
to maintain a sustained prolrress of the construc-· 
tion pro$'amme. Curioush" the Corporation 
first in December. 1963· decided the yardstick of 
11 beds per 1000 familv'units and after allowin~ 
freedom of consmlction to States ns ':hev chose 
for a period of full five years d~"ided in 
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December, 1968 to reduce the yardstick to 4 back 
per 1000 family units. This free policy and 
over-ambitious yardStick has naturally resulted 
on the one hand in a glaring deficiency of beds 
even according to revised yardstick in some of 
the States and on the other in resentment 
among the States which have been found to 
possess beds in excess of the revised yardstick 
and asked to defer the construction on the pro-
jects sanctioned earlier. Besides regional 
imbalance hospitals have been constructed at 
various places with a bed-capacity much in 
excess of the actual requirements of the 
population t.here. The Committee note that in 
its overenthusiasm to construct hospital beds, 
the Corporation has paid little attention to the 
construction of its primary units i.e. dispensaries 
and consequently these have to be located in 
rented buildings which, besides inviting heavy 
liability on account of rent, do not have ade-
quate and congenial accommodation. The 
Committee further note that the Corporation 
has exercised virtually no control over the cost 
and progress of construction programme. In 
fact the idea of having such a control and creat-
ing a separate Engineering Unit at the Head-
quarters occurred to the Corporation as late as 
1968. But unfortunately by that time there did 
not remain much work for the unit as the 
-construction programme had to be curtailed 
heavily due to financial difficulties. The Com-
mittee are constrained to observe that there has 
not only been lack of planning and supervision 
but also lack of proper imagination. I~ is 
regrettable that even the Government of India 
which is empowered under the Statute to 
exercise financial control did not afford any 
concrete guidance in the matter to the Corpora-
tion. They, however, ·note in this connection 
the belated effoDts made recently by the 

---.-.----
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Corporation Sub-Committee which has laid 
down broad guidelines in regard to future 
construction programme. While generally 
endorsing the Sub-Committee's conclusions, the 
Committee would like to suggest that the 
Corporation should assess the requirements both 
in respect of hospital beds and dispensaries in 
each State and on that basis formulate a plan 
assigning inter-se priorities with a view to re~ 

move regional disparities. Suitable machinery 
should be devised to effect economy and keep a 
constant watch on the cost as well as the timely 
completion of the projects. The feasibility of 
entrusting the construction work to an agency 
other than the normal Governmental agency of 
P.W.D. which involve delay should also be 
examined. 

7.126 As also recommended earlier, the Committee 
further suggest that both the Central and State 
Governments should consider the question of 
giving financial assistance to the Corporation by 
way of grants!loans for the purpose of under-
taken up at an appropriately higher level. 

7.127 The Committee trust that expeditious efforts 
would be made to persuade the State Govern-
ments to utilise the excess beds for general 
public and if necessary the matter should be 
taken up at an appropriately higher level. 

85. 7.133 The Committee are unhappy to note that due 
place has not been accorded under the Emplo-
yees' State Insurance Scheme to the preventive 
and restorative care. Even pilot project of integ-
rated preventive and curative services introduc-
ed SO late as 1964 in Delhi does not seem to have 
made much head-way as is evident from the fact 
that it has not been so far considered necessary 
to undertake a study to evaluate the impact of 
the project on the incidence of the sickness. SI-
milarly, the project in Hyderabad had been 

----_ .. - ---------
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abandoned a couple of years back itself and in 
Kanpur no progre:s has been made. The Com-
mittee consider that for a developing country 
like India prevention is as important as treat-
ment and should not be neglected. They suggest 
that a definite programme in this respect....L..whe-
ther it is rendered as part and parcel of the out-
door service or a separate preventive service is 
created-should be chalked out as early as pos-
sible. The programme should be well thought 
out and systematic in its operation so that a pro-
per liaison is established with the public health 
programme undertaken by the State GoVj!rn-
ments. If the programme is to be a part and 
parcel of out-door services, where it is more li-
kely to be appreciated, special efforts would be 
needed for the panel areas to see that the panel 
doctors adapt to the extra burden readily. 

66. 7.139. The Committee learn that in developing 
countries, where the direct pattern of providing 
medical care is more often applied, the needs 
for disease prevention are most urgent. A num-
ber of infectious diseases, which are largely res-
ponsive to currently known preventive mea-
sures, are still endemic or epidemic. Asdde from 
the environmental controls, people must be edu-
cated about the hazards of polluted water, about 
infant feeding, about proper excreta disposal, 
about insect vectors of disease and so on. They 
must also be educated about the importance 
of seeking medical care soon enough. Immuni-
sations against smallpox, diptheria, tetanus and 
poliomyelitis are essential. Prenatal care is ne-
cessary to reduce the hazards of childbirth. 
Numerous precautions are feasible to prevent the 
spread of tuberculosis, syphilis, trachoma and 
other chronic infections. The need of all these 
precautions underline the importance of health 
education programme for workers who are 
mostly illiterate and ignorant. While noting that 



1 2 3 
--_._-------------------

the Scheme draws upon the facilities and ser-
vices available from the Central and State 
Health Education Bureaus, the Committee re-
commend that the programme of preventive and 
restorative care as suggested earlier should also 
include a systematic Health Education pro-
gramme. 

67. 7.140 In this connection, the Committee need not 
overemphasize the significant role which Yoga 
can play in disea:.e prevention. However, they 
regret that efforts so far undertaken in that re,-
gard have either yielded no results or proved 
to be stillborn. The Committee hope that such 
activities would in future' be organised in a well" 
planned and systematic manner and a constant 
watch kept on their progress so as to ensure 
fruitful results. 

'.68. 7.151 The Committee are constrained to observe 
that the measures taken so far with regard to 
rehabilitation of disabled insured persons are 
totally inadequate. For re-training and re-em-
ployment, no steps have been taken even worth 
the -name. The Committee recommend that the 
Corporation should consider the matter in all 
its aspects and chalk out a long term programme 
for phased implementation. They trust that the 
Standing Committee would ·keep a watch on the 
progresSi of implementation -of the programme 
and also evaluate its results from time to time. 

69. 7.155. While realising that the provision of medical 
care is arranged by the State Governments, the 
Committee feel that the Corporation should 
evince greater interest in .matters which al-
though may fall strictly speaking within the 
sphere of State responsibility yet aftect to a 
large extent the well-being of the insured per-
sons. The importance of the re'Ults of effective 
family planning measures in relation to work-
ers need not be exaggerated in view of their 



1 2 

70. 8.6 

71. 8:11 

3 

obvious potentiaWy in bringing down the inci-
dence of sickness amongst workers. The Com-
mittee trust that coor-dinated measures be taken 
in- consultation and cooperation with the Union 
Ministry of Health and Family Planning and the 
State Departments concerned to ensure that 
proper and adequate facilities for family plan-
ning are made available at all the ESI Hospitals 
and Dispensaries. 

The Committee regret to observe that al-
though a period of more than 4 years has elaps-
ed since the Report of the Review Committee 
was subrriitted to the GoVernment almost one 
third of its recommendations are yet awaiting 
decision and in respect of many of them final 
action by way of amendment in the statute or 
otherwi~e is stiil pending. The Committee need 
hardly emphasize that unless quick decisions are 
taken on the recommendations made by a body 
entrusted with the function of reviewing the 
working of a Scheme and the same are imple-
men ted· expeditiously by the Government, the 
very objective of appOinting such a body is 
hound to be defeated, The Committee would 
urge upon the Government to finalise their de-
cisions on alI the recommendations of the Re-
view Committee which: have already been de-
layed and take spedy steps to en~Ul'e their early 
implementation. 

The Committee note the publicity measures 
taken from time to time by the Corporation for 
the benefit of workers, employers and others 
concerned. They are happy to note that in an 
the medium size and large local offices, recep-
tion counters have been set up to assist the 
workers in urnierstandint'the statutory provi-
sions and filting in thei~ claimc for benefits pro-
vided under the scheme: 'The Committee suggest 
that the Ertlployees' and Employers' Guides 



~--

1 

72. 

73. 

'74. 

'7B. 

---------_ ... _--
2 

8.12 

8.18 

8.19 

8.M 

3 

which were printed last in 1963 and 1964 res-
pectively, should be revised and made up-to-
date from time' to time for wider circulation 
among employees and employers. Both of these 
booklets should also contain a brief "Do's and 
Don'ts>!' for employees and employers. 

The Committee, however, do not find suffi-
cient justification to create regular Public Re-
lations Organisation at the Headquarters and at 
the Regional Offices as recommended by the 
ESIS Review Committee. Thev feel that the job 
sought to be entrusted to the proposed Public 
Relations Organisation mav ac; well ao perform-
ed by one of the existing Divisions at the Head-
quarters. 

Prima facie t'-lere appears to be a little re-
lationship betweeTl thf! numbec of Employees' 
Insurance Court!'! find the number of cases filed 
durin~ the last t1 ree years in the respective 
regions. The Committe~ !'lulZ~e"1: that the posi-
tion may be reviewed ann the number of courts 
in each rel!ion deteI'min"!rt according to the ac-
tual workload. 

The Committee further recommend that the 
sugJ!eStions of the Review Committee with re-
VRrd to procedure for th"! nisposal of cases and 
p"ovision of a maximum time limit of three 
m'lnths for adi~icatin" of claims bv the Em-
fll()vees' Insurance Courts should be implement-
ed expeditiously, 

The Committee are distressed to note that 
although the ati:entior1 nf the Govemment ac; to 
the desirabilitv of bavin~ a comprehensive so-
cial securitv !'Icheme waCl drawn bv the Study 
Group a!ll far back 1'\<; 195R no prOl!ress has been 
made in th"t cJirectinn !'In far. Thev learn that 
in many other countriE~Cl the prolifeT"ation of 
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special or complementary social security sche-
mes has raised a delicate but inescapable prob-
lem of coordination. The Committee, therefore, 
need haMly stress the importance of a integrat-
ed social security scheme not only for adminis-
trative reasons but also in view of the social 
security oOjectives of parity of benefits and 
equalisation of charges, corresponding to the 
egalitarian tendencies of modern societies. The 
Committee urge upon the Government to take 
early steps to formulate a plan for an integrated 
social security scheme comprising the existing 
as well as proposed schemes, to be gradually im-
plemented within a set period of time. 

76.- 8".-35. In thiS context, the -Committee -would like to 
invite attention to the observations made by 
them in their 90th Report (Second Lok Sabha) 
and also recently in their 116th Report of Em-
ployees' Provident Fund Organisation and stress 
that the merger of ESI and EPF Schemes would 
lead to twofold advantages of laying the foun-
dation of a comprehensive social security scheme 
and reducing _ overhead costs of the individual 
schemes. They suggest that all necessary steps 
including any modification in the relevant sta-
tutes, for the integration of these two schemes 
should be taken without any further delay and 
their completion ensured by a fixed target date. 
The Committee would further suggest that a 
coordination committee consisting of represen-
tatives of both the Organisations should be con-
stituted to keep a watch with""'regard to progress 
of the implementation of the merger scheme. 



APPENDIX XU 

(Vide Introduction) 

Analysts of recommendations\conclusions contained in the Report. 

1. CLASSIFICATION OF REcOMMENDATIONS 

A. Recommendations for improving the Organisation and 
working: 

Serial Nos. 2-4, 6-13, 16, 1~22, 24-25, 30-32, 34-38, 
40-44, 4~2, 54-58, 61, 63, 65-69, 71, 73-76. 

B. Recommendations for effecting economy: 
Serial Nos. 14, 15, 17, 23, 59, 62, 64 and 72. 

C. Miscellaneous Recommendations: 
~rial Nos. 1, 5, 26-29, 33, 45-47, 53, 60 and 70. 

II. Analysis of the Recommendations Directed Towards Economy. 

SI. No. 

I 

2 

3 

4 

S. No. as per 
Summary of 

Recommendl-
tions 

(Appendix XI) 

Pudcu1In 

2 

14 

15 

17 

23 

3 

The post of A~ may be abolished henceforth and its func-
tions and dudes merged either with the Insurance Com.miaaioner 
or FiDanc:iIl Adviser & Chief AccoUDta Officer. 

The posts of Deputy Director General or the Financial Adviser as 
suggested by the Review Committee need DOt be c!eIIted as 
the procedures and practices of the working of th e Corporation 
are DOW weI1-eettled. 

a & M Btudy in respect of staffing position will help in realistic 
use&8IDent of manpower required IS also in evolving a suitlble 
stI1Iing pattern. 

An integrated plan which may be included measures such as review 
of BUffing pattern and rationalisation of work precesses ud PI c-
cedure at all levels, austerity in offiee furnishiJlgs 8!:d cquiF-
menta etc. may be drawn up for effecting necesary economy In 
admiJUatrative apenditure consistent with the effident execu-
tion of the insurance ac:beme. 
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Suitable systems to ensure a thorough budget scrutiny 8S slliO 
contrOl over the expenditure incurred on the provision of 
medical benefit in the States may be introduced. 

The requirements both in respect of hospital beds and dis~
ries in each State may be a81C18ed and on that basis a plan for 
future construction formulated after asaignin, in,,, s. priorhies 
with a view to remove ~onal disparities. Suitable machinery 
should be devised to effect economY and keep a constant watch 
on the cost as well as timely completion ofthe projects. 

The State Governments should be pursuaded to utilise the excess 
bed. for general public. 

The proposal to create a regular Public Relations Organisation at 
the Headquarters and Regional Offices need not be pursued 
and the job sought to be entru8ed to it may be performed by 
one of the existing divisions at the Headquarters. 
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No. 

Name of Agent 

DELHI 

24. Jain Book Agew;y Con· 
naught Place, New Delhi. 

25. Sat Narain & Sons, 3141, 
Mobd. Ali Bazar, Mod 
Gate, Delhi 

26. Atma Ram & Sons, Kash· 
mere Gate, Delhi-6. 

27. J. M. Jaina & Brothers. 
Morl Gate, Delhi. 

The Central News Agency, 
23/90, Connaught Place, 
[New Delhi. 

The English Book Store, 
7·L, Connaught Circus, 
New Delhi. 

O. Lakshmi Book Store, 42, 
Municipal Market, Janpath, 
New Delhi 

31. Babrec Brothers. 188) La} 
patrai Market, Delhi-6.l , 

32. Jayana Book Depot, Chhap. 
parwaJa Kuan, Karol Baah, 
New Delhi. 

Agency 
No. 

SI. 
No. 

Name of Agent 

33. Oxford Book & Stationery 
Company, Sclndia House, 

11 Connaught Place, New 
DeIhl·l. 

3 34. People's Publishing HoUle. 
Rani Jhansi Road, New 
Delhi 

9 35. The United Book Agency, 
48, Amrit Kaur Market, 
Pabar Ganj, New Delhi 

II 
36, HInd Book House, 82, 

lanpath, New Delhf. 
15 37. Bookwcll 4, Sant Naraa-

20 

23 

27 

66 

kari' Colony, Kingasway 
Camp, DeIhi·9. 

MANlPUR 

38. Shrl N. Chaoba Singh, 
News Agent, Ramlal Paul 
High School Anncxc, 
Imphal. 

AGENTS IN FOREIGN 
COUNTRIES 

39. The Secretary, ~bllsb. 

~mcnt Department, The 
gh Conunission of India 

India House, Aldwych. 
LONDON, W.C.-2. 

AJfIIIC1 
No. 

68 

76 

88 

77 

59 
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