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INTRODUCTION 

I, the Chairman, Estimates Committee, having been authorised 
by the COmmittee to submit the Report on their behalf, present thil 
Hundred and Sixteenth Report on the Ministry of Labour, Employ-
ment and Rehabilitation (Department of Labour and Employment) 
-Employees' Provident Fund Organisation. 

2. The Committee took evidence of the representatives of the 
Ministry of Labour, Employment and Rehabilitation, (Department 
,of Labour and Employment) on the 31st October, 1968. The Com-
mittee wish to express their thanks to the Secretary, Ministry of 
Labour, Employment), and Rehabilitation (Department of Labour 
and Employment), the Central Provident Fund, Commissioner, Em-
ployees' Provident Fund Organisation and other officers of the 
Ministry of Labour, Employment and Rehabilitation (Department 
of Labour .and Employment) and the Employees' Provident Fund 
Organisation for placing before them the material and information 
which they wanted in connection with the examination of the 
estimates. 

3. They also wish to express their thanks to the representatives 
of the Council of Indian Employers, New Delhi for furnishing 
Memo.randa, giving evidence and for making valuable suggestions 
to the Committee. 

4. The Report was considered and adopted by the Committee on 
the 1Bth March, 1970. 

5. The Committee also wisn to express their thanks to all the as-
sociations and individuals who furnished memoranda on the subject 
to the Committee. 

6. A statement showing the analysis of recommendations contain-
-ed in the Report is also appended to the Report, (Appendix IV). 

M. THIRUMALA RAO, 
NEW DELHI; Chairman, Estimates Committee. 

March 21, 1970Whalguna 30, 1891, (Saka) 
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CHAPTER I 

INTRODUCTORY 

A. Historical BacklNund 

Social Security-What is means 

1.1. From ancient times the need for self-preservation and free-
dom from want and distress has been felt by Man. With the evolu-
tion of social consciousness through the ages, the urge has been 
manifest~d in several forms according to the needs of the people. 
the advancement of technology and rapid pace of economic deve-
lopment. 

1.2. While primitive man had fewer problems, the stresses and. 
strains of modem mechanised life which have evolved with the 
development and evolution of Man have led to a feeling of insecurity 
in his mind and the need for social security has assumed a greater 
and vital role in every day life. From modest beginnings a few 
decades ago, for millions throughout the world, it is now a necessity. 
The progress made by a country towards the ideal of a Welfare State 
is largely gauged by the extent of prevalence of social security 
measures. 

1.3. The basic prinCiple underlying social security is to protect 
a citizen or the Members of a Community against certain hazards in 
social life, causing bimJthem undue hardship and privation to them. 
especially when their resources are inadequate to meet them. All. 
systems of social security are related to the development poliCies of 
a country and are limited by financial resources available. 

1.4. In Modern Society, with all its complexities, after a life of 
hard work for his family, his employers and his country, an indus-
trial employee becomes entitled as any other human being, to a few 
years of rest and peace with some honourable subsistence to fall 
back upon. In earlier generations, he had to rely on his own joint-
family, which furnished a sort of insurance to all its members young 
and old or in his own children or yet his own savings, if he had any. 
But with the evolution of SOCiety, and gradual disappearance of the 
joint family system, one who had been self-reliant all his life suffer-
ed more than physical deprivation when dependent on charity, even 
the charity of his own offspring. The old age, therefore. holds for 
him nothing but dreads of miserable existence and on top of it the 
sense of sheer importance of struggle against such a situation. Thus 
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with the disintegration of the old social structure, in particular of 
,the joint family system in the villages, the problem of a safe future 
· nas assumed cardinal importance for the industrial proletariat of 
the present times. 

1.5. Social security, therefore, consists in making an adequate 
provision for the future of the industrial worker by way of the insti-

·tution of a provident fund or system of retirement gratuity or old 
age pension as distinguished from social welfare which pertains to 
the welfare of the industrial worker during the time he is able to 
serve the employers. 

1.6. The institution of Provident Fund is one of the recognised 
..and definite modes adopted or providing some measure of security. 
Whether it is an adequate measure or not in the scheme of things 
is a different matter, but that it is absolu~ely essential cannot be 
gainsaid. . 

B. Legislative History of Provident Fund Statute 

1.7. Till the late twenties, there was no legislation to provide for 
· benefits for old-age and in the event of death of the bread winner. 
A few private and Government undertakings had, however, institu-
· ted schemes of contributory provident fund, grat~ity and old-age 
pension. The first legislative measure in this behalf, viz. the Provi-

-dent Funds Act, 1925 (XIX of 1925) was passed by the Indian Legis-
lature on 27th August, 1925, and was brought into force on the 1st 
April, 1926. 

1.8. This Act was restricted in scope, as it applied only to Govern-
ment Departments, Railway Administration and 24 other official and 
'semi-official Institutions. The industrial workers were left to the 
· sweet will of their employers forgiving them Provident Fund Bene-
fits and were not covered by the above enactment. In 1929, ~he 
Central Government. however. took steps to amend the Indian 
Income Tax Act, 1922 by the Indian Income Tax (Provident Fund 
Relief) Act, 1929 making special provisions relating to certain class-
es of provident funds and this cpvered provident fU!1ds in private 
. industries. 

Royal Commission on Labour in India 

1.9. The Royal Commission on Labour in India was appointed in 
1929 under the Chairmanship of the Right Honourable John Henry 
Whitley and submitted its report in 1931. The Royal Comtnission, 
discussing sodal security,. had admitteq the. importance of making 
:some old-age provision. While concluding that "it was impossible 
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to make provision for meeting every contingency in the life of the 
-worthy they observed as follows:-

"Until such time as it is found practicable to constitute either 
a general scheme of old age pensions or provident funds 
for industrial workers, Government should, wherever 
pOSSible, 8ftcourage employers, by financial grants or 
other means to inaugurate schemes of this nature for their 
employees". 

The CCW}mission, nevertheless, observed that two Members there-
·of viz. Shri N. M. Joshi and Dewan Chaman LaI, however "consi-
dered that the problem of makin·g provision for old-age is one that 
will cOI!lpel early attention, particularly in the case of industrial 
workers~ Industrial life tends to break the joint family system. 
Those workers who, at the beginning of their industrial career, own 
a plot of land, are often unable to retain possession and with the 
passage of years the connection with the village becomes loosened. 
Workers in the main are unable to save out of their earnings against 
old age. Those in intimate touch with the life of workers know 
something of the misery in which many pass their old age. The 
necessity for making some provision against old· age needs no em-
phasis." 

Provincial Labour Enquiry Committees 
1.10. The Kanpur Labour Enquiry Committee appointed in 1937, 

in its Report (1938) as also the Bihar Labour Enquiry Committee 
(1938) recommended the introduction of contributory provident fund 
scheme. The Bombay Textile Labour Enquiry Committee appointed 
in 1937 in its Report (1940) was of the opinion that "circumstances 
do not ];lermit the immediate introduction of old age pension in the 
cotton textile industry" but suggested that a system of paying re-
tirement gratuities after about 1,5 years' qualified service should be 
introd4ced in the industry. They also stressed that Government 
should make the provisions of the Provident Funds Act of 1925 
applicable to Provident Funds wherever they existed for the benefit 
of the workers. The recommendations of the Royal Commission as 
also of the Committee referred to were not implemented. 

Labour Investigation Committee 
1.11. The Labour Investigation Committee which was appointpd 

in Fabruary 1943 under the Chairmanship of Mr. D. V. Rege, I.e,S. 
submitt~d its report on 5th Mar.ch, 1946, dealing with the probl&m 
of Provident Fllnd, Gratuities and PenSions and, while doing so, sur-
veyed the cOt).ditions then obtaining in the country. The recommen-
-dations made by the Royal Commission also were considered by the 
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Labour Investigation Committee. The Committee observed as fo1-
lows:-

"The whole problem of provision against old age or death of 
bread-winners legitimately falls within the sphere of S0-
cial Security and it is a matter for consideration whether 
either the initiation or management of schemes of Provi-
dent Fund, Gratuities and Pensions should be left to em-· 
ployers themselves. Of course, so long as there are no 
schemes of social security introduced in a particular indus-
try or area, the existing private scheme of provident fund, 
etc., should be allowed to continue under the management 
of employers. The existing schemes in this connection do 
not appear to be very liberal, and especially in regard to., 
the exp.ployers' contribution to provident funds of workers 
the restrictions on withdrawal of employers' contribution 
seem to be somewhat unsatisfactory. 1f provision against: 
old age or death of bread-winner is 'intended to stabilise-, 
the industrial worker in employment, the employers' con-
tribution, which is really in consideration for permanent 
service by the worker, should as far as possible be made 
available to him on early retirement, etc. The absence of' 
social security measures like provident funds, gratuities 
and pensions in most concerns has largely contributed to 
the migratory character of Indian labour, and is one of 
the most important causes of the large labour turnover in 
factories. Though some of the larger employers have .. 
instituted tolerably good schemes, the number of such, 
employers is very small. During the last few years, how-
ever, some progress has been achieved in this direction. 
Generally speaking, provident funds are most common" 
gratuities are given only on some cases and pensions are-
rather rare. Only some of the Provident Funds are regis~ 
tered, while most are not. As regards eligibility, there 
are very wide variations ............ Some employers im-
pose income qualifications and here also there are nume-
rous variations ........ The amount of total contribution 
also varies widely ...... In almost all cases, however, the· 
worker must have served for at least 15 years (or more 
in some cases) and to the entire satisfaction of the em-
ployer, before he is eligible to receive the employer's con-
tribution to the Provident Fund: and it must be remem-
bered that it is the employer himself who decides whether· 
the worker has been of good behaviour or not. The funds· 
are generally deposited in Government securities. In the 
case of unregistered funds, the amount outstanding to the. 
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worker's credit is attachable, but not so in the case of 
registered funds. We are of the opinion that all Provi-
dent Funds, wherever they exist, should be compulsor%ly 
. registered and treated as trusts." 

The Tripartite Labour Conference (1943) and Standing Labour Com-
mittee (1944) . 

1.12. The Tripartite Labour Conference and the Standing Labour 
'Committee at the instance of Central Government approved the 
Model Rules relating to Provident Funds for industrial employees. 
However, no definite decision in regard to the compulsory introduc .. 
tion of provident funds in private undertakings was taken: 
Pension or Provident Fund 

Views of various Expert Committees I Labour Tribunals etc. 
(i) Standing Labour Committee 

1.13. On the question of pension the Standing Labour Committee 
at its 10th Session held in April 1948 had concluded that "pension 
1;chemes involved substantial subsidies from public funds. The 
Central and State Governments in India are at the moment unable 
to provide these subventions. The introduction of a Pension 
Scheme will have to be preceded by a detailed investigation into the 
average period of employment and rates of morality." There was, 
however, general agreement in the Committee that a Provident 
fund scheme should be ~tituted for the benefit of industrial 
workers but whether it should be Central or otherwise would have 
to be decided. 

(ii) International Labour Organisation 
The International Labour Organisation in their Report (1947) 

to the Preparatory Asiatic Regional Conference, had also expressed 
themselves in favour of Compulsory Savings in the form of provi-
dent fund as preferable to compulsory pension so long as there is 
large turnover among industrial workers and the interchange of 
workers between industry and agriculture remain frequent. The 
provident fund also encouraged the formation of a stable labour 
force. Further, no adjudicating authority had recommended a 
pension in preference to a provident fund scheme nor have the 
workers' interest expressed such a preference. 

(iii) Inaustrial Tribunals 
Several Tribunals in their orders have shown a preference for 

schemes of provident fund and gratuity rather than for pension 
schemes. An important Industrial Tribunal in West Bengal had 
observed that ~e contributory provident fund scheme was the best 
scheme of retiring benefit because while imposing a burden on the 
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~mployers, it also made it compulsory for the employees to make a' 
ontribution. This was desirable because not only it taught the 
~mployees the habit of saving but also was a guarantee against 
reckless spending of the retiring benefit money, when obtained, for 
if the employees felt they had contributed to buildup for the 
money, they would be careful about the money they received on 
retiring. Some Industrial Tribunals on the other hand, were doubt-
ful if a system of provident fund or gratuity would be as beneficial 
to the worker as a pension scheme. 

Private Member's Bill 
1.14. On 11th February 1948, a Bill, viz. The Workers' Providen ... 

Fund Bill, 1948 was introduced in the Constituent Assembly of India 
(Legislative) by Shri R. K. Sidhwa, M.C.A. ·The Bill sought the 
grant of provident funds to certain classes of workers by their em-
ployers. The main object of the Bill was to make it compulsory for 
every employer of workers and labourers in industrial concerns to 
establish provident fund for the betterment of such employees and 
their families. The Bill which the Member proposed to move for 
reference to a Select Committee was withdrawn on the 25th August, 
1948 on an assurance given by the then Minister of Labour, Shri 
Jagjivan Ram, that Government would introduce a comprehensive 
Bill after considering all aspects of the matter. 
Coal Mines Provident Fund Scheme 

1.15. In the meanwhile, a great step forward was taken towards 
achieving this objective in 1948, by enactment of the Coal Mines 
Provident Fund and Bonus Schemes Act, 1948 to provide for a com-
pulsory provident fund scheme for workers in Coal Mines in West 
Bengal, Bihar, Orissa and Madhya Pradesh. With slight modifica-
tions it was later applied to coal mines in Assam, Rewa, Talcher, 
Orea, Vindhya Pradesh and partially excluded area of Madhya Pra .. 
desh, Bihar, Orissa and West Bengal. 

Under the Scheme framed in December, 1948, every employee 
whose basic wages did not exceed Rs. 3001- p.m. and who earned a 
bonus under the bonus schemes was required to become a member 
of the Fund. In Assam where the Bonus Scheme was not in force, 
the qualifying condition for becoming a member of the F'und was 
as follows: ~ 

"Underground minor and underground piece workers-6(T 
days' attendance; Others 65 days' attendance in any qunr-
ter." 

Different rates of contribution had been fixed for persons in <11f-
ferent income groups. For monthly-rated employees the rate cf 
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contribution fixed was annas 10 per month in the case of those re--
ceiving up to Rs. 10 and 1 11 6th of basic wages for those receiving over 
Rs. 240. In regard to those employees who were not paid on a 
monthly basis, contributions to the Fund were payable weekly. The 
rates of .contribution varied from annas 2 per week in the case of· 
employees whose basic wages for the week were over Re. 1 and upto 
Rs. 2 to annas 12 per week in the case of those whose basic wages 
are over Rs. 11 per week. No contribution was :payable in respect 
of a person whose basic wages in any particular week was upto Re. 1. 
The employers were required to contribute to the Fund an amount 
eq\:1al to the contribution of the employees. The employers were to 
pay, in the first instance, both their as well as the workers' contri--
bution but they could recover the latter from the wages of the work-
ers. Contributions were to be paid by employers by means of affix-
ing provident fund stamps on contribution cards of workers avail-
able at certain treasuries and post offices. 

The Scheme is being administered by a Board of Trustees cons-
tituted by the Central Government. It consists of an equal number 
of representatives of Government, employers and workers. 

Employees' Provident Funds Ordinance (1951) and Act (1952) 

1.16. On the 15th November, 1951, Government, in implementa-
tion of the assW"ance given in the Constituent Assembly (Legisla-
tive), promulgated an Ordinance called the Employees' Provident 
Funds Ordinance to provide for the institution of provident funds 
for employees in factories and other establishments. The Ordinance 
was replaced by the Employees' Provident Funds Act which was· 
passed on the 4th March, 1952. 

A Scheme called the Employees' Provident Funds Scheme, fram-
ed under section 5 of the Act came into force on the 1st November, 
1952. 

1.17. The Employees' Provident Fund Act was enacted originally 
for the benefit of workers in 6 major industries, viz. Cement, Ciga---
rettes, Electrical, Mechanical or General Engineering products, 
Iron and Steel, Paper and Textiles. The actual working of the Act 
and the Scheme framed thereunder, however, brought to light a 
number of defects and necessitated several amendments. Hence 
during the period from 1952 uptodate the Act has been amended nine 

. times to suit the requirements of changing times, to broaden the· 
coverage as also to remove the defects, shortcomings or lacunae-
found in its actual working. The last amending Act was enacted in· 
1965. 
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1.18. At present, the Act applies to 124 industries (vide Appen-
.a.ix I) and the range of its coverage, though wide enough to take 
within its purview all important industries, is being extended from 
time to time as a result of continuous survey to other industries 
which remained uncovered till now. Its coverage extends to indus-
tries employing more than 53 lakh workers as on 31st March, 1969, 
the total number of covered establishments being 43,835. 

,C. Salient Features of the Employees' Provident Fund Scheme. 1952 

1.19. Under Section 5 of the Employees' Provident Funds Act, 
1952, the Central Government had framed the Employees' Provident 
Funds Scheme in November, 1952 for the establishment of provident 
funds under the Act for employees or for .any class of emplo:yees. 
This Scheme covered all or any of the matters specified in the Sche-
dule II to the Act, which are as follows:-

(i) Conditions of Membership of the Fund and Exemption of 
employees. 

(if) Time and Manner of payment of contributions by Employ-
ers or by contractors; and the manner of recovery of such 
contributions. 

(iii) Payments by employer of administrative expenses. 

(iv) Constitution of Committee to assist Board of Trustees. 

(iv) Opening of Regional and other offices of Board of Trus-
tees. 

(vi) Manner of keeping accounts, investment of moneys be-
longing to fund in accordance with conditions laid down 
by Government, preparation of budget, audit of accounts 
and submission of reports to Central!State Government. 

(vii) Conditions for withdrawalslforfeitures to fund. 

(viii) Fixation of rate of interest by Central Government in 
consultation with Board of Trustees. 

(ix) Form or design of identity card, token of disc regarding 
particulars of an employee. 

(x) Fees to be levied for any of these purposes. 

(xi) Contraventions or defaults punishable under Section 14(2) 
of Act. 

(".ii) Further powers exercisable by Inspectors. 
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(xiii) Manner of transfer of accumulations ·of any existing Pro-
vident Fund under section 15. 

(xiv) Conditions for payment of premia on life insurance from 
the Fund. 

(xv) The form for furnishing particulars about the member 
his family. 

(xvi) Nomination by the members of a person to receive his 
provident fund after his death and cancellation or varia-
tion of such nomination. 

(xvii) Register and records to be maintained by the employer 
in respect of the members and the periodical returns to 
be furnished by them. 

(xviii) Any other matters to be provided for in the Scheme or 
necessary for the purpose of implementing the Scheme. 

1.20. The following are some of the original and existing salient 
,features of the Employees' Provident Funds Scheme:-

Origin! 

(t) Workers employed in covered 
factories who had completed one 
year's continuous Service were 
made elito!ible tor membership of 
the Fund. For this purpose, if a 
worker had worked in a factory 
for not less than 2,40 days during 
a period of twelve months, he was 
deemed to have co.mpt~ted one 
year's continuous service. 

·(n) The workers employed by or 
through contractors were not 
given membership of the Fund. 

'(ur) The workers whose basic wages 
and dearness allowance d'd not 
exceed Rs. 300/- p,m. were 
Eligible for membership of the 
Fund. 

.,-tv) The statutory rate ot' contribution 
was 6 1/4% of baSic wages and 
dearness allowance. 

Existing 
(.) One years' continUOliB rervice 

or actual work tor not le6s than 
240 days during a period of 
twelve months or lO6s. 

(u) Tl:e employees err.ployed ~y 
or through a contractor have 
heen granted the t:enefit of 
provieent fund. 

I m) The prc£ent l'rr,it ;s lpO 
Rs. 1,000/- p,m. of basic 
wages, dearness allowance, cash 
vah.:e of food concess;on and 
retaining allowance, if any. 

(tV) In the case of establishrrcots 
employing So or more persons 
and engaged 10 any of the 
specified industries/claH.es of 
establishment the statutory rate 
has been enhanced to 8 % of 
basic wages etc. For others the 
rate is 6 Ii 4 % of basic wages, 
dearness a lllwance, cash value 
of tood concession and re-
taining allowance, if any. 
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Original 

('lI) There was no provL'Ilon for srant 
of advances to the members 
except the facility of granting 
advances f9r flnancina Ufe insu-
rance policies on the life of the 
mombers. 

(OJ) Expenses for administering the 
Scheme were recovered from the 
employers ot' unexernpted fac-
tories on the total employers' and 
workers' contribution. 

Existlna 

(0) Now a member can draw non-· 
refundable advances for the. 
followine purposes :-

(I) For payment of amount or 
premia on a policy Or policies 
of insurance on his life. 

(2) for purchasing a dwelling house 
or a house Site or for construc-
tion of a dwelling house ; 

(3) if workers are thrown out or' 
employment due to temporary 
closure of an establishment for 
more thaQ. .15 days and if no 
compensation is likely to be 
paid to them. (non-refundable· 
advance permissible from empl-
oyees' share only and refunda-
ble adva lce from employers' 
.shar:: under certain crrcum~ta
nces; 

(4) for purchasing a sha~ or shares 
of Consumers' Co-operative 
Soci~ties, or Co-operative 

Housing & Credit Societies; 

(5) for meeting expensp.s incurred 
in connection With illness 
( categorised for this purpose) 
either in respect of the rne,nbcr 
himself or a memb<-r of his 
family; 

(6) in the case of individual' 
retrcnchment, fcndins final 
Withdrawal, monthly With-
drawals not exceeding six are 
permissible subject to certain 
conditions. 

(7)· for daughter's marriag.e or post-
matriculation education of-
children. 

(8)* if member's prop'!rty is da-nag-
ed by a calamity of excep-
tional I ature. 

(m) Now the exrenses of adminis-
tration are reco,eled on the: 
bnsic wages, dearness al1ownace· 
etc. on which provicent fund. 
contributions are deducted. 

-Added at the suggestion of the Ministry at the time of factual verification. 
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('1m) Payment of employer's share to (!III) The present position is a. 
the outJOinJ members was re- under :-
,ulated as under: 

Original 

Period ,of membership 
of the Fund 

(a~ Less than 5 years 
(b 5 years Or more but 

less than 10 yean! 
(c) 10 years or more but 

less than I S years 
(d) IS years or more but 

Jc.-S8 than 20 years 
~e) 20 year or mOre 

Employers' 
share with 
interest 
t\':oreon 
rofundable 

Nil 
50 % 
50 % 

SS% 

7S% 
100% 

Existing 

Period of membership 
of the Fund 

( a) Less than 3 years 
tb) 3 years Or more but 

less than S years 
(c) S years or more but 

less than 10 years 
(d) . 10 years or more but 

'less than IS years 
te) 15 years or more 

Employers' 
share with 
interest 
thert'on 
refundable 

25% 

50 % 

75% 

·8S% 
100% 

(Vtn) Full amount standing to the (vm) Full amount standing to the 
credit of the membf"r with interest credit of a member in the Fund 
thereon was payable in the event with interest thereon is re-
of the member's death, on attain funded in the eVep.t of death, 
ing the age of super-annuation or retirement, retre;Dchn:ent Or 
on retirement on account of migration from India for per-
permanent and total incapacity manent settlement abroad and 
for work in any industry due to on leaving service for any rea~ 
bodily or mental infirmity duly 80n after completion of IS years 
certified by a registered medical membership and also in the 
practitioner or medical officer of followirg contingencies :-
the factory. 

(a) where a factory or other e .. ta-
blishment is closed but certain 
employees who are not retren-
ched arc transferred by the 
employer to other factory or 
establishment not covered under 
the Act: 

\b) where a member is transferred 
from a covered factory or other 
establishment to another factory 
or other restablislunent not 
covered under the Act, but is 
under the same employer ; 

(c) where a member is discharged 
and is given ':"trenchrrent com-
pensation under the Industrial 
Disputes Act, 1947, and 

(d) immediately on ceasine to sub-
cribe to the Fund in the event 
of an establishment going out 
of the purview of the Act under 
Section I(S) thereof. 
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1.21. Since its inception, the scheme has been liberalised and 

expanded in several directions. These have been dealt with in the 
relevant chapters that tollow: 

1.22. The Central Provident Fund Commissioner at New Delhi, 
is the Chief Executive Officer and generally in each State there is a 
Regional Commissioner who has Assistant Provident Fund Commis-
sioners, Accounts Officers etc. Inspectors do field inspection by visit-
ing all establishments and report defaults and deficiencies on the 
part of employers in implementing the Scheme, to the Central Pro-
vident Fund Commissioner for suitable action. The Central Board of 
Trustees, a tripartite body consisting of representatives of the Cen-
tral State Governments, employers and workers, administers the 
Scheme holding the Funds vested in them as trust moneys and in-
vesting them in Government or Government guar~teed securities, 
Central or State. 

D. Social Security and Provident Fund Schemes in Foreign 
Countries 

1.23. In the industrially advanced countries, the question of future 
provision by employers for employees does not assume the import-
ance which it does in India, because of the State Schemes of old 

. age pension and other schemes of social security. These schemes 
fall under the broad concept of social security and confer retirement 
benefits, pensions on retirement, invalidation or death. These are, 
however, financed like India's scheme by Joint contributions by the 
employers and the employees. 

1.24. The Committee understand that Provident Fund Schemes as 
social security measures for workers are prevalent only in a few 
countrie::; of the world. Almost all the advanced countries of the 
world like U.S.A., U.K., France, Canada, U.S.S.R., Norway, Sweden, 

. Australia and Japan have Social Insurance systems which provide 
pensionary benefits in case of old age, invalidity or death. 

The best known social security &'cheme in the world is the Beve-
.ridge scheme in the U.K., formulated under the stimulus of war. 
The scheme as it now operates comprises National Insurance, Indus-

I trial injuries and family allowance schemes of U.K., Northern Ire-
land and Isle of Man. 

1.25. Nine countries of Asia and Africa have Provident Fund 
. Schemes for workers. They are Ceylon, India, Malay&ia and Sin-
gapore in Asia and Ghana, Kenya, Nigeria, Tanzania and Zambia in 
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Africa. The salient features of Provident· Fund Schemes prevalent 
in these countries other than India ane as follows:-

Asian Countries 
(a) Ceylon.-The Provident Fund Scheme of this country covers 

employees of firms with 3 or more workers. However, day labourers, 
family labour, employees under approved private plans and pubUc 
employees are excluded from the coverage of this scheme. The em-
ployee contributes 4 per cent of earnings (may be increased volun-
tarily) and employer 6 per cent of payroll towards the Fund. Maxi-
mum earnings for contribution purposes is Rs. 5001- a month. The 
benefits provided under the Scheme are that in case of old age, in-
validity and death, a lump sum, equal to total employee and em-
ployer contribution paid in since 1958, plus at least 2i per cent com-
pound interest is paid. 

(b) Malaysia.-The Provident Fund Scheme in this country cov-
ers employees with earnings of 500 dollars a month or less. The ex-
cluded category of employees are those who earn over (Malaysian) 
500 dollars a month (unless first covered when earning less), em-
ployees of plantatioJlS of 25 acres or leEts, members of more favour-
able private plans; and temporary workers. Employees contribute 
5 per cent of earnings, according to 24 wages classes and the em-
ployer pays 5 per cent of the payroll, according to wage class. The 
benefit is available in cases of old age, invalidity and death of the· 
employee. A lump sum equal to total employee and employer con-
tributions paid in after 1951, plus at least 2i per cent compound inte-
reEtt (4 per cent credited currently) is paid in all the three cases. 

\ 

(c) Singapore.-The employees earning local 500 dollars a month 
or less are covered by the Provident Fund Scheme for workers in 
Singapore. The excluded category of workers are those who earn 
over 500 dollars a month (unless first covered when earning less), 
members of existing equivalent private plans and temporary work-
ers. The covered employee pays 5 per cent of the earnings (no con-
tribution of earning below 200 dollars a month). The employers com-
tribute 5 per cent of pay roll However, they pay no contribution 
for employee who&e earnings are below 10 dollars a month. The 
benefit Qf Provident Fund is available in case of old age, invalidity 
and death. A lump sum equal to total employee and employer COlt-

tribution paid in since 1954, phis at least 21 per cent compound fR-
terest is paid. 

Africa.n countries 

(a) Ghana.-The Provident Fund System in this country covert 
employees of firms with 5 or more workers. However, casual work-



ers and aliens (unless covered by reciprocal agreement) are ex-
cluded from the coverage. The contribution from workers is' 5 per 
cent of payroll. (This contribution also finances sickness benet\t). 
The benefit of Provident Fund is available in case of old age, inva-
lidity and death of the employee. A lump sum equal to total em-
ployee and employer contributions paid in from 1965 plus at least 
3 per cent compound interest is given in all the t!1ree cases. 

(b) Kenya.-In this country the Provident Fund System covers 
all employed persons' excluding casual workers and temporarily em-
ployed aliens. The workers contribute 5 per cent of earnings, and 
the employer 5 per cent of payroll. Maximum earnings for contribu-
tions purposes is 800 shillings a month. The benefit is available in 
cases of old age, invalidity and death. A luml? ,Sum equal to total 
employee and employer contributions paid in 1966, plus at least 
2.5 per cent interest, is given in all the three casel. 

(c) Nigeria.-The Provident Fund System in this country covers 
employees of firms with 10 or more workers. Casual workers and 
aliens covered under equivalent foreign progt'ammes, are excluded 
from this system. The workers contribute 5 per cent of earnings 
and employers 5 per cent of the payroll. Maximum earnings for 
contribution 'PurposeS' is 40 pounds a month. (The above contribu-
tions also finance cash sickness and maternity benefits). The benefit 
of Provident Fund System is available in cases of old age, invalidity 
and death. A lump sum equal to total employee and employer con-
tributions paid in since 1961, plus accrued interest is paid in all the 
three cases. 

(d) Tanzania.-In Tanzania the Provident Fund System covers' 
employees of firms with 10 or more workers. The coverage is sub-
ject to extension gradually to smaller firms. The contribution of the 
workers is 5 per cent of wages and the employer 5 per cent of pay-
roll. Maximum earnings for contribution purposes is 700 shillings 
a month. (The above contributions also finance sickness benefits). 
The benefit is available to cases of old age, invalidity and death. A 
lump sum equal to total employees and employer contributions paid 
in, plus accrued interest is paid to the workers. Withdrawal grant 
equal to total employee contribution paid in, is available to a work-
er if he leaves the job provided he is in covered employment for 
two years. 

(e) uambia.-The Provident Fund System in this country covers 
em'Ployees of firms' with 10 or more workers. Coverage is subject 
to extension gradually to smaller firms. Casual workers and aliens, 
under equi,valent foreign programme, are excluded from the cover-
age. The benefit is available in cases of old age, invalidity and 
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,death. A lump sum equal to total employees and employer contri-
butions paid to from 1966, plUS' accrued' interest Is given in all three 
cases. However, Provident Fund can be pard as an annuity or in 
instalments at the discretion of the Fund Authorities. 

1.26. In Burma there is no Provident Fund or Pension Scheme in 
'operation. The Social Insurance Scheme in that country provides for 
benefits in the event of sickness, maternity and employment injury. 

1.27. The Committee note with interest that in the developing 
eo un tries of Asia artd Afriea, quite a few countries have set up Pro-
vident Fund Sehemes broadly on the same liiies as India's own scheme 
with different types of coverage. The Committee note that in some 
of the developing countries of Asia and Africa, (e.g; Malaysia and 
Ghana) the coverage' is wider than in India. In some of these coun-
tries the coverage extends to 15 or 10 employees and in a sman COUD-
try as Ceylon it even extends to 3. The Committ~e have no doubt 
that, in India also, the benefit! of the Provident Fund Schtme win be 
extended in due course to workers employed in smaller establish-
·ments. 



CHAPTER D 
COVERAGE AND MEMBERSHIP 

A. Coverage 
Coverage-An Analysis: 

2.1. As on the 1st June, 1969, the Employees' Provident Funds Aet .. 
1952, was applicable to 121 industries I classes of establishments. The 
enhanced rate of contribution of 8 per cent has, however, been mad.e 
applicable to 83 industrieslc!asses of establishments employing 50 or 
more persons. With effect from 30th June, 1960, two more indus-
trieslclasses of establishments, viz Ice and Ice-cream and Diamond 
Mines and with effect from 31st January, 1970, General Insurance-
were covered raising the total number of industrieslclasses of estab-
lishments to 124 (Appendix-I). The total number of covered estab-
lishments as on 31st March, 1969 was 43,835 and the number of subs-
cribers in these establishments was 53.29 lakhs. 

2.2. Under Section 17 of the Act, exemptions could be granted to a 
covered industrylestablishment if it had its own provident fund 
scheme and the benefits under which were not less favourable to the 
employees than those provided under the statutory Scheme. In that 
case, the industrylestablishment is required to pay inspection charges 
only at the rate of 0.09 per cent of basic wages of each worker to the' 
Employees' Provident Fund Organisation which ensures proper com-
pliance with the provisions of the Act. 

As on 31st March, 1969, out of the total number of 43,835 establish-
ments, 1,375 were exempted and the remaining 41,860 were unexempt-
ed. These included establishments both in the public and private 
sectors. 

The break-up of the exempted and unexempted establishments, 
both in the public and private sector, is as follows: ... 

Category 

~xempled 

E. Un~xempted 

. ---- ._ ......... _-------
PubliC 
Sectnr 
Establish-
ments 

194 

16 

Private 
Scct0r 
E!;tablish-
met"ts 

Tota 
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As on 31st March, 1969, out of 1,461 unexempted public sector 

Establishments, as many as 554 establishments had not complied with 
the provisions of the Employees' Provident Funds Act andlor the 
Scheme. 

The break-up of these 554 establishments is as follows: 

Category State Central 
Govern- Govern-
ment's mert's 

I. Departmental 21 5 178 

2. Public Sector Undertakings IIO 21 

3. Local Bodies etc. . 30 

355 199 

Coverage of Public Sector Undertakings:-

2.3. The Committee are given to understand that by and large 
the Public Sector Undertakings have retirement benefits for their 
employees in one form or the other. The problem is primarily one 
of formally bringing those establishments into conformity with the 
provisions of the Act. Grant of exemptions in a large number of cases 
would provide a substantial solution. The undertakings are taking 
considerable time in complying with certain conditions of exemptions 
like constitution of ~oard of Trustees, investments of funds accord-
ing to the prescribed pattern etc. It is stated that the Regional Com-
missioners have been making personal efforts by contacting the high-
est authorities in the public sector undertakings and have been tak-
ing up the matter with the approximate Heads of Departments of 
Government. The State Governments have also been calling fre-
quent meetings of Heads of Departments and Heads of Public Sector 
Undertalcings with a view to securing speedy compliance, so that 
exemptions could be formally granted. This question has also been 
discussed at a number of tripartite meetings, conferences of Labour 
Ministers and meetings of Heads of Public Sector Undertakings. It 
was also one of the subjects that was brought before the State Labour 
Ministers' Conference (Northern Zo~) held in May, 1969. It was 
agreed in all these meetings that public ~or undertakings should 
either comply with the provisions of the Act or secure exemption 
under Section 17 of the Act. 
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2.4. The Committee has further been informed that when persua-
.sive measures failed to elicit cooperation, the .Regional Commissioners 
had taken recourse to assessing provident fund dues as required under 
Section 7A of the Act. Assessment under this Section has, however, 

. been made only in 48 cases so far. 

In some cases, relaxation orders issued under para 70 of the Scheme 
. pending disposal of the application for exemption are also revoked 
and the appropriate Government had been advised to refuse exemp-
tion with a view to compelling the Public Sector Undertakings to 

. comply with the provisions. Relaxation orders, had, however, been 
cancelled only in eight cases so far. 

2.5. During the course of non-official evidence, it was also brought 
to the notice of Committee that although the Act applies equally 
to both the public and private sector, there was an element of dis-
crimination on the part of Government in the application of the Act 
to the public sector vis-a-vis private sector and that the authorities 
were rather lax in the enforcement of the provisions of the Act to 
the covered public sector undertakings which did not comply with 
its provisions. The Government have, however, refuted this allega-
tion saying that in so far as coverage under the Act was concerned, 
there was no difference between public and private sector establish-
ments and there was no discrimination of any sort. 

2.6. In the light of what has been stated in the foregoing paragraphs, 
the Committee are constrained to observe that measures taken so 
far, since the public lector undertakings were brought within the 
purview of the Act in 1958 have failed to yield any substantial results 
in the matter of ensuring compliance of the provisions of the Act by 
the public sector undertakings. Since Public Sector Undertakings 
are directly under the control of Government, there appears hardly 
any justification for non-compliance. The Committee, therefore, urge 
that Government should lay down a target date by which all such 
public sector undertakings should apply for exemption under Section 
17 of the Act or comply with the provisions -of the Act. In the event 
of their failure to do so by the-stipulated date, GoverDmeat Iihould 
enferce the provisiens of the Act tty taking rece'Drse to Section 1 A 
and other penal provisions of the Act. 

Coverage of Railway Establishment 

2.7. The Committee are given to understand that out of 178 Cen-
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iral Government establishments, the only case where total exc:lusion 
from the purview of the Act and the Scheme has been sought is that 
of the 104 establishments under the Railway Board. The Railway 
Board had taken up the matter with the Department of Labour llnd 
Employment and pressed for such total exclusion on account of cer-
tain difficulties. The Department of Labour and Employment have 
been holding discussions with the Railway Board in this regard and 
expect that the Railway Board would withdraw their demand for 
total exclusion and fall in line with other Departments in the matter 
of compliance with the provisions of the Act and the Scheme. The 
process of discussion has been continuing for almost eleven years since 
the Government establishments and public sector undertakings were 
brought within the purview of the Act in 1958. 

2.8. The Committee are unhappy to note that even though dis 
cussions between the Railway Board and the Ministry of Labour, Em-
ployment & Rehabilitation have been going on over such a considera-
bly long period, no final decision has been reached in the matter. The 
Committee, therefore, recommend that this issue between the Rail-
way Board and the Ministry of Labour, Employment & Rehabilitation 
should be settled without any further delay and steps taken to extend 
the provisions of the Act to Railway establishments and to grant tbem 
formal exemption under Section 1'1 if they apply for it. 

B. Membership 

Conditions for Eligibility 

2.9. A worker is enrolled as a Member of the Employees' Provid-
-ent Fund on satisfying the following conditions: 

(a) Ws establishment should fall in one of the categories to 
which the Employees' Provident Funds Act has been 
applied. 

'(b) The establishment should have 20 or more persons and 
should have completed 5 years of its existence if it has 
less than 50 employees; and 3 years if it has 50 or more 
employees. 

(c) He should have worked'in the establishment conrt.inu-
ouBl'ly for one year or should have put in 24 days' actual 
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work in a period of 12 months or tess. 

(d) His pay (basic wages, dearness allowance including cash 
value of any food concession and retaining allowance, if 
any) should not exceed Rs. 1,000 per month. 

2.10. It was suggested to the Committee that the eligi;bility for 
membership should be ,based on "one year's continuous service" for 
at least "240 days continuous service" instead of '240 days actual 
work in a period of one year' as was the case at present. It was 
argued that sometimes it happened that a person on a temporary 
or casual assignment put in 240 days' service and if he went out of 
job, his contributions and the employer's contrlb'ution would be 
lying idle and created difficulties for both the employee and the 
employer. On the other hand, a counter suggestion was made that 
a worker should be entitled to become a member from the very 
first day he joined an establishment. 

In the course of evidence, the official representative stated that 
"the flrst suggestion would be clearly a retrograde step." As regards 
the second suggestion, he stated: 

"In that case, all casual workers and temporary workers, no 
matter whether they have continued in Government ser-
vice or not, will be brought within the scope of the scheme. 
I am not quite sure if that will be a correct thing to do, 
because it is really meant to aPI11y to people more or less 
in continuous and permanent employment. If you make 
a person eligible for the membership from the day he 
enters service, it is going to bring in a very large number 
of casual workers. 

• • • • • 
The only difficulty is that there might be enrolled many 

workers who will have no prospect of continuing in em-
ployment. They ~a.y be in service for a month, two or 
three, and then, they will be out of work. This is. really 
meant to cover workers who have reasonably good pros-
pects of continuing in employment. It is only in such cases 
that it can serve a social purpose. It is not meant for 
casual or, temporary workers". 

2.11. Asked to state as: to whether the worker would still be 
required to undergo the qualifying period cf 240 days to become 
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-eligible for membership of the Fund though he had been made per-
manent within threelsix months of his entry into service, the offi-
cial witness stated, "If the employer is willing to treat him as a 
permanent wdrker earlier, then the Fund should have no objecticn 
to enrolling him. If I may say so, it is a good suggestion and we 
will ask the Board to consider it." 

2.12. The Committee hope that Government would favourably 
-consider the lug,estion to curtail the qualifyine period in the caRe of 
employees who are made permanent in less than a year of their join-
ing service and bring in 8 suitable amendment to that effect ill the 
Employees' Provident Funds Act and the Scheme, if necessary. 

Extension of the Act to Jammu & Kashmir 

2.13. The Employees' Providen,t Funds Act 1952 extends to the 
whole of India except the State of Jammu & Kashmir. The Com-
mittee note that under the Central Labour Laws (Extension to 
Jammu & Kashmir) Bill, 1969, introduced in the Eigth Session and 
now pending before the Lok Sabha, it is proposed to extend the 
Empleyees State Insurance Act, 1948 (Act 34 of 1948) to Jammu & 
Kashmir while there is no such proposal regarding the Employees' 
Provident Funds Act. Asked to explain the reason for not extending 
the application of the Employees' Provident Fund Scheme to Jammu 
& Kashmir, the official witness stated during evidence: 

"There is a statutory provident fund scheme already in force 
in Jammu & Kashmir. Till the year 1965 our Central 
PIiovident Funds Act could not be extended to Jammu & 
Kashmir because of certain constitutional difficulties. 
After the constitutional difficulties were removed, we 
got in touch with the Jammu & Kashmir Government with 
a view to extending cur Act to that State. As I said they 
have a statutory scheme whereby both the Employers and 
the Employees contribute 6 per cent, "but the minimum 
number of employees there for the purpose of covel"age 
under the scheme is 10 as against 20 in our scheme. 
Before we can extend this Act to Jammu & Kashmir, cer-
tain amendments may have to be made and we are now in 
correspondence with the Jammu & Kashmir Government. 
Thpy have suggested a few amendments. So that is where 
it stands now." 

2.14. The Committee are glad that the .quest-ion of extending the 
.Act to Jammu and Kashmir is already under the consideration of the 

" .... n. Ia. .... r ......... f""lf""ll .... 
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Government. They hope that, in the interest of uniformity, a final 
decision in th~ matter would be reached soon and a uniform Emplo-, 
yees' Provident Funds Scheme made applicable throughout India. 

C. CUrrent Programme and Future Plans 

Kinds of Industries to be Covered 

2.15. As has been stated earlier, as on 30-6-1969, 123 industries I 
classes of establishments employing more than 53 lakhs subscribers 
in about 44,000 establishments have been brought under the purview 
of the Employees' Provident Funds Act, 1952 and these include" 
workers employed in almost all the important and defined industries. 

2.16. As regards the future plans, the Ministry have through a 
written note infortmed the Committee as under:-

"21 new industri~ and classes of establishments with an 
additional estimated membership of about 50,000 workers.., 
have been surveyed or are under survey by this Organisa-
tion. Such cf the industries as in Government's view are 
able to bear the financial burden of provident fund are 
expected to be covered under the Employees' Provident 
Funds Act in the next one or two years. This will bring 
within the purview of the Employees' Provident Funds 
Scheme practically all the organised and defined indus-
tries during the next Plan period." 

2.17. The CCmmittee are given to understand that the question 
of extending the Employees' Provident Funds Act 1952 and the 
Scheme to the following 19 industrieslclasses of establishments has 
);)een examined by the Employees' Provident Fund Organisation:-

(1) Insurance Companies (other than Life Insurance Corpora-
tion of India) 

(2) Fish Processing and non-vegetable food-preservation 
industry. 

(3) Soapstone Mines and establishments engaged in Grinding: 
soapstone. 

(4) Messes. 

(5) Winding of Thread and Yarn Reeling. 

(6) Establishments rendering Expert Services. , 
(7) Railway Booking Agencies (run by contractors or other-

private establishments on commission basis). 
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(8) Garments making factories. 

(9) Establishments engaged in giving Machines, Tools, Equip--
ments like Road R~llers, Kolhus etc. or any other article' 
on hire. 

(10) Establishments eng,aged in Publication of Books and 
Magazines etc. other than Newspaper. 

(11) Financing establishments other than Banks. 

(12) Establishments engaged in the manufacture of Ovaltine, 
Boumvita, Alvimilk, ,Alvitone, Horlicks, etc. 

(13) Petroleum Products Industry. 

(14) Cleaning and teasing of cotton waste. 

(15) Societies, Unions and Associations which render services 
to their members without charging anything extra over 
and above subscription. 

(16) Hospitals run by persons other than Medical Practitioners 
and Medical Specialists. 

(17) Lodging and Boarding Houses with no food arrangements. 

With effect from the 31st January, 1970, establishments exclu-
sively or principally engaged in general insurance business (S. No. 
I-prepage) have already been covered by the Department of Labour 
and Employment Notification No. PF-II-3 (11) 1158 dated the 23rd 
December, 1969. 

2.18. Government have however, added that at this stage, it is 
difficult to state which of the above industries!classes of establish-
ments would or would not be covered under the Act during the 
next three years. However, such of the industries as in Govern-
ment's view are able to bear the financial burden of provident fund 
were expected to be covered under the Employees' Provident Fund 
Act in the next one or two years. This would bring within the pur-
.view of the Employees' Provident Funds Scheme practically all the 
o~ganised and defined industries during the next Plan period. As 
to the time when a survey of an industry is carried out by the 
Organisation with a view to coverage, Govemment have in a note 
stated ,that as a rule, as and when the development in an industry 
reaches a level that could be regarded prima facie answering the 
following criteria, a survey of the industry is carried out:-

(i) The classes of establishments should have had a signi-
ficant turn over during the. past few years, as reported in· 
publications or by associations of employers, employees etc .. 
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(ii) The strength of employment in the industry should be 
appreciable. 

(iii) The industry should be well organised-with reasonable 
level of wages, tenure of employment and existence of 

'. employer-employee relationship etc. 

(iv) The industry should be offering little or no retirement 
benefit of any kind to the employees. 

(v) The industry should not be unduly scattered. 
(vi) The number of enterprises should not be insignificant. 

,Coverage of Beedi Industry 

2.19. During evidence, it was pointed out 'to th~ ,Secretary of the 
.Ministry that the Beedi Industry employed a large number of labour-
,ers in some of the States and he was asked whether the Beedi 
Industry was covered by the Act. In reply he stated that the indus-
try as such had not been covered so far. But he po,inted out that 

.-by virtue of another provision in the Act viz. "Trading and Com-
mercial Establishments" in Appendix I to the Act, whereby traders, 
commeI'ICial establishments etc. engaged in the purchase, sale or 

:.storage of goods manufactured by them were covered, many large 
beedi establishments would fall under the scope of the Scheme. He 
added that the Central Board of Trustees had, however, recently 
suggested that Beedi industry should also be covered. The Central 
Provident Fund Organisation as now making a survey of units in 
the country. A difficulty faced by the authorities was that large 
bodies of the units worked on cottage industry basis, employing 
casual la·bour. There were no established employer-employee rela-
tionship, some taking the raw matellial from the Beedi manufac-
turer, processing it at home and bringing it back, and receiving 
remuneration for it. After the survey, Government would take 
sUitable action. 
"'2.20. The Committee would like that the survey of Beedi industry 
·should be completed by the Em/ployees' Provident Fund Organisation 
. at an early date but not later than by the middle of 1970 and there-
after speedy action may be taken to bring it within the purview of 
the Art, so as to covel' a considerable body of workers under thi& 
Benevolent scheme. 
-Coverage of Agricultural Industry and unorganised labour 

2.21. During evidence, the representative of the Ministry was 
·-asked whether Government had ever considered the question of ap-
·plying the Scheme to Agricultural labour. In reply he stated that 
·due to many difficulties Government was unable to do anything effec-
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tl:vely to protect a:gricoltural and urrotganised labour. AgrIcultural 
labour was dispersed and was latgely employed as casual labour and 
many of the agriculturists who employed labour would be unable to 
maintain registers, accounts, pay-bills etc., since usually the wages 
were paid in kind and sometimes in cash. It was very difficult to 
enforce the. Minimum Wages Act in these fields and this might pos-
sibly be the reasons why Trade Unions themselves had been unable 
to do very much to organ~se agricultural and unorganised labour. 
He added that State farms like the Suratgarh and Terai Area Farm 
in U.P. were, however, covered by the Act. 

In a written note furnished to the Committee, the Ministry have 
pointed out that the question of coverage of the Agricultural Farms 
under the Act was examined in August, 1962 but in view of the fol-
lowing difficulties, the Government decided to postpone considera-
tion of the proposal till the Agricultural Farms are managed on more 
organised lines:-

(i) Employment is neither continuous nor regular. 
(ii) Hours of work are not fixed. 

(iii) Wages are not always paid in cash. 
(tv) Income of workers is not regular. 
(v) The administration in agriculture is not organised. 
(vi) The number of organised establishments in small. 

2.22. The Committee are not 8ure if agricultural farms maintaiaed 
by the Central anel State Governments are covered by the Employees 
Provident Fund'l Act. They would like to point out that during the 
recent years a large number of model agricultural seed and demon-
stration farms have been set up by State Governments and the Ad-
ministrations of the Union Territories. The Committee had occasion 
to visit a number of such farms during their recent tour to Andaman 
and Nicobar blands. Apart from agricultural farm'l, there are a 
large number of fruit orchards, botaDical and zooJogioaJ gardens 
where an appreciable number of labourers are employed on an orga-
nised basis. 

2.23. The Committee regret that after 1962 when the question of 
coverage of agricultural farms was first mooted aDd later dropped, 
no further survey has been undertaken to a!!.Sess whether these can 
now be appropriately brought nnde. coverage. The Committee, 
therefore, recommend that survey of agrlcultUl'al farms/fmit 
orchards/botanical gardens/zoological gardens should be undertaken 
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without aDY further delay with a view to assess the feasibility of ap-
plyml the Act to the BJrieuitural labour employed therein. 

Reduction in Employment Strength and Coverage 

2.24. The Employees' Provident Funds Act, 1952 at present applies 
to industries/establishment employing 20 or more worke~ 

The Committee understand that the question of reducing the em-
ployment strength, for extension of coverage of establishments, from 
20 to 10 is under the consideration of the Central Board of Trustees 
and the Government. This would also enable a substantial number 
of workers at present employed in smaller establishments being 
brought within the ambit of the Scheme during the Fourth Five 
Year Plan. Such a reduction in limit has also been recommended by 
the National Commission on Labour in their Report presented to 
Government. 

2.25. The Committee are further informed that a Sub-Committee 
of the Central Board of Trustees was constituted to examine the 
question of extending the EPF Act, 1952 and the Scheme framed 
thereunder to the establishments employing less than 20 workers. 
The Sub-Committee submitted its report in October. It has been 
stated that there has been a divergence of views amongst employers' 
and workers' representatives. At the 45th meeting of the CBT held 
on 29-11-1970, the report of the Sub-Committee was discussed and it 
was decided to communicate the divergent views to the Central 
Government. 

2.26. The case of the employees is that industries with employ-
ment strength of less than 20 should be excluded from the purview 
of the Scheme as apart from creating administrative difficulties, it 
would throw an additional burden on the finances of the Small Scale 
Industries which they would not be able to bear. These industries 
should be encouraged rather than imposed with additional burden. 
Secondly by extension of coverage to units with less than 20 employ-
ment strength, the problems of administration including expenses 
would be augmented and greater number of forms and returns would 
have to be submitted. They agree that coverage should be made with 
practical objectives in view, taking into consideration the economic 
viability and economic stability of industries concerned and feel that 
even the slightest burden on these small establishments will bring 
about their economic ruin. 

2.27. In a written note. ·furnished by the Ministry, it has been 
stated that the number of establishments which would be covered ad-
ditionally would be about· 32,700 as more than 75 per cent of the 
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number of establishments are already covered. Besides, the new 
establishments would be of small employers who, by and large, do 
not have an organised administration. This is likely to cast an ad-
ministrative burden on the Organisation in as much as instances of 
failure to comply with the provisions of the law and consequently 
the need for enforcing compliance would be more frequent. On the 
other hand, the number of members covered by these establishments 
being comparatively small, the income to the Organisation in the 
shape of administrative charges would be rather small. An esti-" 
mate made by the sub-Committee has indicated that if the coverage 
is extended to establishments employing 10 persons or more, about 
2.3 lakhs of new members would be enrolled; and as against an annual 
revenue of Rs. 9.74 lakhs by way of administrative charges could be 
expecte.d in respect of these members, the annual additional expen-
diture would be about Rs. 54.7 lakhs. It would, therefore, be neces-
sary to find additional resources for me~ting the increased cost of 
administration. 

2.28. The Committee appreciate that the extension of the Schem~ 
to establishments employing 10 but less than 20 persons may impost' 
an administrative burden on the Organisation and increase the cost 
of administration. They consider that Government should evolve 
suitahle meaas to extend gradually the social security beneftts to the 
employees of these edablishnmnts who are not only low paid but 
have no old age and survivorship benefits whatsoever. The Commit-
tee recommend that presently Government may also examine the 
feasibility nf applying very early the Employees' Provident Funds 
Act to estahlishments with strengtb of 15 workers but less than 
20 in pursuance of the proviso to S~tion (3) of the Ad. 



CHAPTER UI 

ORGANISATIONAL SET-UP 

A. Central Board of Trustees, State Boards of Trustees and RetienaJ 
Committees 

(i) Central Board of Trustees 

3.1. The Employees' Provident Fund established under the Em-
ployees' Provident Funds Act 1952 vests in and ~s. administered by 
a Tripartite Central Board of Trustees constituted by the Central 
Government under section 5A of the Act and consisting of the fol-
lowing persons, namely:-

(i) a Chairman to be appointed by the Central Government; 

(b) not more than five persons appointed by the Central Gov-
ernment from amongtlt its officials; 

(c) not, more than fifteen persons representing Governments 
of such States as the Central Government may specify in 
this behalf, appointed by the Central Government; 

Cd) six persons representing employers of the establishments 
to which the Scheme applies, appointed by the Central 
Government after consultation with such organisations 
of employers as may be recognised by the Central Gov-
ernment in this behalf; and 

(e) six persons representing employees in the establishments 
to which the Scheme applies appointed by the Central Gov-
ernment after consultation with such organisations of em-
ployees as may be recognised by the Central Government 
in this behalf. 

Composition of Board 

3.2. The present composition of the Central Board of Trustees is as 
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follows:-

(I) Chairman (Secretary to Ministry) 

(2) Central Government representBtives 

(3) State Government representatives 

(4) Employ~rs' representatives 

(5) Employees' representatives 

Official 

I 

5 
U) 

16 

" 
NOIt-oifl,'iG1 

6 

6 
--""---

12 -...----
The Secretary of the Ministry of Labour and Employment is 

appointed the Chairman of the Board. The Central Provident F\1nd 
Commissioner is the, Head of the Employees' ProviQ,ent Fund Orga .. 
nisation and is also the Chief Executive Officer of the Celltral Board. 
He is Secretary to the Central Board of Trustees. 

3.3. It has been represented to the Committee that although the 
Fund consists of the contributions of the employers and employees 
exclusively, they are under-represented in the Central Board as 
compared to Government. They have 12 representatives as against 
16 of the Central and State Governments. 

3.4. Explaining Government's reaction to the above suggestion the 
Secretary of the Department of Labour and Employment during the 
course of evidence stated as follows: 

"In a scheme like this, where large amounts are collected and 
held in "trust, I thillk we, cannot get away from the fact 
that adequate representation not only for the Central Gov-
ernment but even more of the State Governments is neces-
sary. We. lean heavily on the State Governments in many 
of the matters pertaining to the operation of the Scheme, 
in the collection of the arrears, in enforcing the penal pro-
visions of the Act, for which the State Governments are 
the principal agen.cies " " .. "" There is need for sufticient 
Governmental presence at these tripartite, bodies. The 
Central Board of Trustees is tripartite and it has six Cen-
tral Government representatives, and it has provision for 
15 State Government representatives, but we have at the 
moment only 10 State Government representatives. Not 
all the States are represente i. That means, we have tried 
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to cut down the Government sector. Eight States are per-
manently represented; it is part of the scheme. The re-
maining two States are represented by rotation. There 
are six employers' representation and that is broadly the 
composition of the Board of Trustees ...... If there is to 
be parity between the representation of Government, em-
ployers and workers, it will become a large and unwieldy 
Board." 

3.5. The Committee consider that as the Fund 1s made up of con-
tributions of both the cll910yers and employees exclu'sively, there 
should be parity of representation between the officials and non-offi-
cials on the Central Board of Trustees and for this purpose suggest 
that the representation of ~ployers and employees on the Board 
might be suitably increased. 

3.6. The Committee are surprised to find that the Central Pl'ovi-
dent Fund Commissioner is not even an ex-officio Member of the 
Board although he is its Secretary and Executive Head of the Orla-
nisation. He is responsible for the enforcement of the Act and the 
Scheme in the entire country and has to implement the decisions of 
the Central Board of Trustees. He also acts as the liaison officer 
between the Central Government and the Central Board of Trustees. 
In order that he is able to effectively implement the decisions of the 
Central Board of Trustees and discharge his duties properly, the 
Committee consider that he .should be made ex-officio Member Sec-
retary of the Central Board of Trustees. They accordinJly suggest 
that Government may take imlmediate action to statutorily provide 
for making the Central Provident Fund Commissioner an ex-officio 
Member Secretary of the Central Board of Trustees. 

Representation of Public Sector Undertakings 

2.7. In reply to a question as to whether Public Sector Undertak-
ings are represented on the Central Board of Trustees, it has been 
stated in a note furnished to the Committee that Public Sector Under-
takings as such are not represented on the Central Board of Trustees. 
However, besides the State Governments, three of the Central 
Ministries viz., the Ministry of Finance, the Ministry of Industrial 
Development, Company Affairs and Internal Trade and the Ministry 
of Steel and Heavy Engineering which are administratively concern-
ed with many Public Sector Undertakings, are represented on the 
Central Board of Trustees. The question of appointing a represen-
tative of the Bureau of Public Enterprises on the Central Board of 
Trustees has been examined in consultation with the Central Minis· 
tries concerned and the Bureau. It seems that it would be difficult 
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for a single representative to represent the interests of all the Public 
Sector Undertakings. The Bureau of Public Enterprises was of the 
view that its representative, if appointed on the Central Board of 
Trustees, could only act as a liaison between the PubIc Enterprises 
and the Board; but he could not be expected to take responsibility 
of making Public Enterprises accept any particular decision of the 
Board or commit the enterprises to any particular view point. It 
has, t~erefore, been decided that there is no need for appointing a 
representative of the Bureau of Public Enterprises on the Central 
Board of Trustees. 

3.8. Apart &om the three Ministries of FiDaDce, Industrial Deve-
lopment, Company Alairs and IDternal Trade and Steel and Heavy 
Engineerin., there are other Ministries which have an appreeiable 
number of public undertakiDp and departmental undertakinlS under 
their control e.g. Ministry of Defence, Communications, Health and 
Supplies etc. 

The Committee suepst that if it is not possible to add to the 
representation of Central Government on the Central Board, all the 
other important Ministries concerned with public undertakinp and 
departmental undertakinJl may be represented by rotation. 

Functions Of the Central Boa,.d of Trustees 

3.9. The following are some of the main functions cf the Central 
Board:-

1. to employ staff and to open regional and local offices with 
the approval of the Central Government and to define the 
functions and duties (1f these offices; 

2. to control the employment of staff and to regulate their 
conditions of service; 

3. to authorise the Central Commissioner to exercise adminis-
trative and financial powers; 

4. to fix appropriate dates fur the transfer of past accumula-
t~ons from other provident funds; 

5. to issue such directions to emplofers regarding maintenance 
of accounts of the amounts contributed by them to the 
Fund as may be necessary or proper far the purpose of 
implementing the Scheme; 

6. to fix the rate of collection charges on cheques on outstand-
ing banks issued by emplOyers; 
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7. to advise the Central Government in regard to the fixation 

of the percentage of administrative charges payable by 
employers; 

8. to authoTise officers of the Employees' Provident Fund to 
operate upon the accounts of the Fund; 

9. to specify, with the approval of the Central Government, 
the form and manner in which the accounts of the Fund 
should be maintained; 

10. to approve the annual budget for submission to the Central 
Government; 

11. to advise the Central Government in deter{llining the rate 
of interest to be credit~d to the members' account; 

12. to permit a member to withdraw the amount standing to 
his credit in the Fund otherwise than on retirement; and 

13. to submit an annual report to the Central Government by 
the 30th November of each year. 

3.10. It had been represented to' the Committee by one of the 
Organisations of the Employers that the Employees' Provident Fund 
Organisation was now run as a quasi-Government body and it should 
be made independent and should work on business-like manner effi-
ciently and independently. 

One of the Workers' Unions also represented that 'the Central 
Board O'f Trustees which is the final authority to administer the fund 
is supposed to be an autonomous body. But in practice the autonomy 
is very much restricted. Every decision of the Board, major or 
minor, has to be approved by the Government befuTe enforcing the 
same. This is not quite fair-One can understand the final Iouper-
vision of the Central Government where major policy matter is con-
cerned, but there should be no approval of the Government for day 
to day administrative decisi<>l1s.' 

3.11. Asked to state as to what extent the Board can act indepen-
dently of the Central Government and as an autonomous body, Gov-
ernment have furnished ~ note to the following effect:-

"In the present set-up, conSiderable autonomy vests fn the 
Central BO'aJrd of Trustees enabling its satisfactory func-
tioning without any let or hindrance in the day-to-day 
administration. It is only with regard to certain specific 
issues listed below, requiring control and coordination at 
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the Central Governm!'!nt's level that ~e ~pproval of the 
Central, Government has to be sought: 

(a) Budget. 
(b) Recruitment to higher posts. 
(c) Rules of recruitment and conditions of service of em· 

ployees. 
(d) Method of investment. 
(e) Determination of the rate of interest to be credited on 

members' provident fund accumulations every year. 
(f) Disposal of the monies in the Fund. 
(g) Forms of accounts to be maintained. 
(h) Audit of accounts. 
(i) These do ~ot constitute serious impediments in the 

autonomous functiolling of the Organization. A greater 
degree of au,tonomy could however be secured, where 
felt nece/>.Sary by a limited delegation of powers to the 
Board in respect of any of the above issues which are 
at present referable t'O Government. 

(j) The Board even at present is vested with financial 
powers higher than those enjoyed by the Departments 
of the Central Government. Proposals in matters other 
than those specified in para (i) above, which in the case 
of Government Departments are required to be referred 
t'O the Ministry of Finance fOT prior concurrence are 
within the competence of the Board to decide." 

3.12. The Committee note that apart from the control exercised by 
the Central Government on the Central Board of Trustees in regard 
to matters stated above, Government exercise over-all control in 
r4tgard to the following matters aI80:-

(1) Modification of the Scheme under Section 7 of the Ad. 
(ii) Delegation of powers under Section 5E of the Act. 

(iii) Appointment of Inspectors under Section 13 of the Act. 
(iv) Transfer of account under paragraph 28 of the scheme and 

Section 17 A. 
(v) Opening of regional and other offices under paragraph 21 

of the Scheme. 
(vi) Appointment of the Secretary to the Central Board and 

to a Regional Committee under paragraph 22 of the Sc-heme. 
It appears to the Committee that the powers of supervision and con-
trol exercised by the Central Government over the Provident Fund 
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Orl(anisation not only extend to policy issue but also to matters of 
executive nature. Even in such matters of day-to-day admin-
istration: as appointment of Inspectors, openinl( of regional 
and other offices, maintenance of forms of accounts, there is 
the overall control of the Central Government. Under Section 7 
of the Act, the Central Government is empowered to amend the 
Scheme without even consulting the Central Board of Trustees who 
are required to administer the Fund in such manner as is specified 
in the Scheme. The Committee also observe that the Secretary of 
the administrative Ministry, namely, the Ministry of Labour and 
Employment is the Chairman of the Central Board of Trustees and 
the Central Provident Fund Commissioner, who is the Secretary of 
the Board of Trustees and is appointed by the Ministry, is not even 
a member of the Board. 

3.13. The Committee consider that more powers should he delegat-
ed to the Central Board of Trustees so that it has sufficient flexibility 
in the day-to-day working while the Ministry may retain the power 
to I(UidQ and, if neeessary, to intervene in matters of policy. 
(ii) State Boards of Trustees 

3.14. Under Section 5-B of the Act, the Central Government is 
empowered to constitute a State Board of Trustees for each State 
in consultation with the Government of that State, but so far no 
State Board has been constituted. However, as provided under para 
4 of the Employees' Provident Funds Scheme, Regional Committees 
have instead been set up in States to advise the Central Board on 
Regional matters. 

3.15. Asked to state the reasons for not constituting the State 
Boards of Trustees, Government have stated that the original idea 
was that when State Boards were sct up, they should function as 
Boards of Trustees and the Fund arising in the State shOUld vest in 
them. It was also envisaged that some of the functions of the Cen-
tral BO'ard would be entrusted to the State Boards when set up. 
Later it was deCided, in consultation with the Ministry of Finance 
and the Planning Commission, that the Employees' Provident Fund 
should not be decentralised since the accumulations were taken into 
account as central resources for the Five Year Plans. In fact, the 
Fund legally vested in the Central Board and was to be administered 
by it. It was, therefore, felt that no useful purpose wO'Uld be served 
by setting up State Boards of Trustees when the Fund was not to 
be decentralised. Further most of the legal powers conferred under 
the Employees' Provident Funds Act are already with the State Gov-
ernments. The day-to-day administration of the Scheme is also 
carried on by the Regi<mal Commissioners who are in close tOllch 
with State Authorities. This indicates that for all practical purposes, 
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important powers and functions under the Employees' Provident 
:r'unds Act and the Scheme are already decentralised to the extent 
necessary. 

3.16. Further elucidating this matter during the course of evidence, 
the representative of the Ministry stated as Iollows:-

"It was also felt that since economic conditions in various 
States were different, it would be very difficult to ensure 
uniformity in coverage, rates of contributions etc., if we 
had 16 different State Boards rather than one Central 
Board. Decentralisation would also increase administra-
tive costs. The investment pattern was also revised SQ' 

that 50 per cent of the accumUlations would be invested in 
loans or securities floated or guaranteed by State Govern-
ments to ensure that the States do not have.a feeling of 
being deprived of their due share of these funds. For all 
these reasons, Government came to the conclusion that the 
provisions in the Act for the constitution of State Boards 
need not be implemented." 

3.17. As the provisions of Section 5-B of the Act regarding cons-
titution of State Boards have remained a dead letter so far and Gov-
ernment do not intend to implement them in future abo, the Com-
mittee recommend the deletion of this aforesaid section from the 
Statute Book. 

(iii) Regional Committees 
3.18. In accordance with the provisionS' of paragraph 4 of the 

Employees' Provident Funds Scheme, Regional Committees for the 
States of Andhra Pradesh, Bihar, Gujarat, Ker.la, Madhya Pradesh, 
Tamil Nadu, Maharashtra, Orissa, Punjab, Rajasthan, Uttar Pradesh 
and West Bengal have been constituted. 

3.19. The composition of the Regional Committee is as follows: 

(a) A Chairman appointed by the Central Government; 

(b) two persons appointed by the Central Government on the 
recommendation of the State Government; 

(c) 6 persons i.e. 3 each representing employers anc! emplo-
yes, industries and establishments to which the Scheme 
applies in the State, appointed by the Central Government 
in consultation with the Organisations of employers and 
employees as may be re~ognised by the Central Govern-
ment; and 
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(d) non-official Members of the Central Board ordinarily resi-
dent in that State for coordinating their functions and of 
the Central doard. 

Functions 

3.20. A Regional Committee advises the Central Board: 

(i) on such matters as the Central Board refers to it from 
time to time; 

(ii) generally, on all matters connected with the administra-
tion of the Scheme in the State and in particular, on 

(a) progress of recovery of Provident Fund Contributions 
and other charges; 

(b) expeditious disposal of Prosecutions; 
(c) speedy settlement of claims; 

(d) annual rendering of accounts to members of the Fund; 
and 

(e) speedy sanction of advances. 

Meetings of the Regional Committees 

3.21. The meetings of the Regional Committee are convened by 
the State Labour Secretary in his capacity as its Chairman as and 
when some important points come up for consideration. There is at 
present no statutory obligation to hold any minimum number of 
meetings of Regional Committees in a year. During the year 1967-
68, the Regional Committees of various States met as indicated 
below:-

Regions 

I 

No. of meeting Date of 
meeting 

2 3 

------------,----
Andhra Pradesh 

Bihar 

Gu;arat 

3rd Meeting 

12th Meeting 
13th Meeting 

2nd Meeting 
3rd Meeting 

29-6-1967 

13-6-1967 
23-12-1967 

14-11- 1967 
2-3-1968 



---_ .. _--_ ...... _-----

Kerala 

Madhya Pradesh 

Madras 

Maharashtra 

Orissa 

Punjab 

Rajasthan 

Uttar Pradesh 

West Bengal 

I 
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z 3 
,-_ .. p._-._---- . ------- --~ 

1st Meeting 20-4-1967 
2nd Meeting 25-10-1967 

Adjourned 
20-10-1967 

5th Meeting 5-10-1967 

17th Meeting 
... 

12-7-1967 
18th Meeting 25-1-1968 

20th Meeting 27-12-1967 

· No Meeting held 

· ·No Meeting held 

No Meeting held 

9th Meeting 1-2-1968 

· 22nd Meeting 2-5-1967 
23rd Meeting 8-12-1967 

..... _---------
The analysis of the meetings of the Regional Committees indicat-

es that only five Regional Committees' met twice in that year; in the 
case of three committees, no meetings were held altoeether and in 
the remaining cases they met only once. 

3,22. As to the reasons for not holding the meetings of Regional 
Committees at least twice a year as per the recommendation made 
in the Ninetieth Report of the Estimates Committee (Second Lok 
Sabha), 1959-60, which had been accepted, Government have sh:ted 
that the Chairman of the Regional Committee is usually the Labour 
Secretary of the State Government who is usually burdened ~vith 

other duties as well. This may partly be the reason for not tdher-
ing to the schedule of holding the meetings. Othelr reasons contri-
buting to this deficiency are transfer, retirement, resignation etc. of 
members and want of appointment of fresh nominees in their places. 
Government have further stated that in the m'3tter of filling 'Up 
vacancies of employers' and employees' representatives, there has 
to be prior consultation among the respective representative Organi-
sations who have to suggest suitable names and this eonsultatilltl hES 
to be done through State Governments concerned, These procedllral 
formalities are time consuming. " The Chairman of the Regbnal 
Committees have, however, been advised by the Chair~an,Jf the 
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Central Board or Trustees suitably to see that meetings of their 
committees are held at least twice in a year in future and the Re-
gional Commissioners have also been instructed to that effect. 

3.23. The Committee are constrained to observe that Government 
have not cared to implement the recommendation of the Estimates 
Committee (1959-00) which they had accepted regarding the frequ-
ency of the meetings of the Regional Committees. They woul:l now 
recommend that Government should take early steps to insert n pro.-
vision in the Scheme for holding meetings of the Regional Commit-
tees at least twice a year. 

3.24. The Committee are also unhappy to note that the vacancies 
in the Regional Committees take an unduly long time to be filled in 
by Government resulting in delays in holding the meetings of Re-
gional Committees. They would, therefore, recommend that a vacan-
cy in a Regional Committee should be filled up within one month of 
its arising by completblg all formalities required for the purpose. 

B. Organisation and Functions of the Central Provident Fund Com-
missioner's Office and the Regional Offices etc. 

(a) Organisation and Functions of the Central Provident Fund 
Commissioner's Office, New Delht . 

3.25. The Organisation has a two-tier set up; (i) the Central Office 
headed by the Central Provident Fund Commissioner to exercise--
administrative and financial control and to lay down policy in con-
sultation with the Central Government and Oi) the Regional Offices 
in the States, headed by Regional Provident Fund Commis~ioners to 
implement the Scheme and to enforce compliance with the provi-
sions of the Act. 

3.26. The Central Provident Fund Commissioner is the Head of 
the Employees' Provident Fund Organisation at New Delhi and is 
also the Chief Executive Officer of the Central Board. He is Secre-
tary to the Central Board of Trustees. The Regional Provident Fund 
Commissioners in the 15 regions functions under the superintend-
ence and control of the Central Provident Fund Commissioner. At 
the headquarters, he is assisted by the Financial Adviser and Chief 
Accounts Officer and other officers in the enforcementladministration 
of the Act and the Scheme throughout India. 

The Organisational chart of the office of the Central Provident 
Fund Commissioner as well as the offices of the Regional Commis-
sioners is at Appendix II. 

3.27. Being the Chief Executive Officer of the Central Board, the 
Central Provident Fund Commissioner is responsible for the enforce-
ment of the Act and the Scheme in the entire country. He issues 
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directions/instructions to the Regional Offices in Administrative mat· 
ters and those pertaining to the enforcement of the Act and the 
Scheme. He is the liaison officer between the Central Government 
and the Central Board of Trustees. He deals directly with the Cen-
tral Government and furnishes the All India statistics or informa-
tion in respect of the staff or covered units etc. Investment of funds, 
transfer of funds from one place to another, acceptance of securities 
etc. are some of the important functions entrusted to him. 

Tenure of the Central Provident Fund Commissioner:-

3.28. The Committee have been informed that no fixed tenure of 
office for the post of Central Provident Fund Commissioner has been' 
laid down by Government. In the course of evidence, the secretary 
of the Department of Labour and Employment stated that "during 
the past 6 years, 6 different persons had held the post of Central 
Provident Fund Commissioner-two of them for such a short dura-
tion as four and eight months." 

3.29. The Committee are distressed to note the absence of conti-
nuity iB the post of the administrative head of the Organisation who 
is responsible for the enforcement of the Scheme in the entire coun-
try. The Committee consider that in the interest of efficient and 
smooth functioni~ of the Organisation, it is not only desiralllc but 
essential that the office of the Central Provident Fund Commissioner 
is not subject to frequent changes. They, therefore, recommend that 
once appointed, the Central Provident Fund Commissioner should 
continue for a minimum period of four years. 

Procedure of Selection of Incumbents to the post of Central Provi-
dent Fund Commissioner 

3.30. Under the Recruitment Rules "the post of a Central Provi-
dent Fund Commissioner is filled up by transfer or deputation from 
suitable officers belonging to the I.A.S. and Central Services Class 
I". Elucidating further the procedure for recruitment to this post, 
the representative of the Ministry of Labour, Employment and Reha-
bilitation stated that Government got officers not only from I.A.S. 
but from other Central Services ·like Income-Tax, Postal Accounts 
Service etc. They wanted people who have had good deal of expe-
rience in accounting matters because it was essentially an account-
ing business. 

3.31. Asked to state 6lS' to why it was not possible to appoint 
Central Provident Fund Commissioner by promotion hm the per-
sons in the Organisation itself, the representative of the Ministry 
during the course of evidence statea as follows: 
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"I am afraid there is no getting away from the fact that al-
though the Organisation has built up a cadre of the staff 
below the Central Provident Fund Commissioner, the post 
of the Commissioner can be filled up only by deputation 
from the Central Services and all that we can and should 
make sure is that when a person goes there, he stays there 
long enough ...... As the Organisation advances in age, 
I have no doubt that that will be the direction in which 
we will be moving." 

3.32. The Committee are not adverse for the present to the selec-, 
tion of incumbent to the post of Central Provident Fund Commis-
sioner by deputation but at the same time feel that in due ('ourse of 
time as the Organisation grows and gains in maturity, it should be 
possible for Government to appoint per'Sons to this post from within 
the Department itself, if found suitable. 

3.33. The Committee also suggest that the field of selection of 
officers on deputation to this post and other posts in the Organisation 
should not be confined to officers belonging to I.A.S. and Central Ser-
vices Class I only but should be eniar.ged to include officers of equi-
valent status belonging to other Central offices. 

Centra.l Office and its Functicms 

3.34. The functions of the Central Office are broadly as follows:-

(i) to lay down the policy and procedure in respect of ad-
ministr:ation, implementation and enforcement of Em-
ployees' Provident Funds Act and the Scheme framed 
thereunder; 

(ii) to receive every month periodical reports and returns 
from each of the 15 Regional Offices regarding the work-
ing of various aspects of the Scheme in the Regions and 
to study the progress of working of the Scheme and adopt 
any corrective action found necessary to' achieve the de-
sired results by the target dates; 

(iii) to prepare on the basis of the periodical returns monthly 
standard notes indicating: the quantitative and financial 
performance of work in the Organisation, progress reports 
for meetings of Central Board of Trustees held once in 
every 3 months and compilation of annual book d labour 
statistics; 
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(iy) to eompile Annul Reporta, Budt .. IJettml-. AJmual Ae-
tOtmta (ftm audited 1>:y the Accountant GaeraJ, Central 
Rn:eau8I) for prClllelltation 1$0 GoY"emmentIParliament; 

(y) -.0 in"fiWt fund. u per pattern adopted from time to time 
ud to oompH. statement. deterrtlinlni rate of interes1 ete. 

(n) to deal .itA routine eatablishment mattel"ll Bud! as crea-
tion of politi, appointmeDtt, confirmation, promotion, eon-
ItructiOl'1 of office buUdi~s and .tafl quarten, stationary 
fonne, furniture, equipment and IUch other house keeping 
fuftcti0ft8; 

(ni) to undertake the Organisation and Methods upecte, sim-
plification of procedures and lonna consistent with main-
tenance of eftlciency and economy in Administrative cost; 

(viii) to undertake a ,*"tical study of the resulta of Internal 
Audi t conducted by 2 parties, one for the Regions in the 
North and East Zone and another for Regions in the South 
and West Zones; 

(ix) to convene and arrange for quarterly meetings of the 
Central Board at Trustees at New Delhi and elsewhere 
and pursue the decisions and recOmmendations taken by 
the Board at those meetings; 

. . 
(x) to handle general questions of policy relating to prosecu-

tions and revenue proceedings; 
(xi) to decide on questions relating to levy of damages, grant 

of exemptions from the Scheme, $ettlemen,t of claims and 
payment out of the Special and beathRelief Fund; and 

(xii) to keep watch on the recovery of prOvident fund arrears 
and laying down procedures for effective and speedy 
recovery. 

(b) RegiOnal offiCers and th~T fUnction, 
8.3~. A Regional OtRce 'b gen:erally conatituted in each State. 

There are at present IS Regional Otflcee functioning in the StJte, of 
Anclhra Pradesh, AMam, Bihar, QUjarat, Kerala, Madhya Pradesh, 
llaharuhtra, Mysore, OriJaa, Punjab, Rajasthml; Tamil Nadu, Uttar 
Pradesh, Weet Bengal and in the Union Territory Ql Delhi. The State 
ot Haryana is served by the Regional ont.ceof Punjab, located .t 
Chandigarh. The Union Territori~. except that ot Delhi, areeovered 
by the Regional Oftices con.titute~ in the Jdja,cent States. 
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- The Re~onal Commissioners are the Heads ot· Office of their 
respective regional offices and they work under the general superin-
tendence and control of the Central Commissioner. . Actual execu-
tion and implementation of the provisions of the Act and the Scheme 
evolve on the Regional Ofticers through the Provident Fund In-
sPectors who are under the Regional Commissioners' control. The 
Regional OffiClerS ~eive C'Ontributions from the employers of 
covered establishments,. maintain accounts of the members of un-
exempted establishments, grant them advances and settle the claims 
of the outgoing members of their nominees I heirs. Every year annual 
statements of accounts are issued to the members. The Regional 
Officers also supervise the working of funds of exempted establish-
ments includlng investment of their funds etc. 

RegiOnal Offices-Function3 
3.36. The functioning of the Regional Offices can be divided under 

the folioWing three broad heads namely-'administration', 'Enforce-
ment' and 'Accounts'. The actual details of work performed are as 
followi:-

. (I) Administration Wing 

(1) Queitionl relating to creation (}f posts, !pp.ointmeflti, 
confirmation, promMion, itationery, forms, furniture and 
equipment and such other house keeping fUnctioua. 

(2) Preparation of the annual budget estimates, progeu report 
:r,elating to aettlement of most audit objectiOrul, aubmiuion 
ot periodical returni, preparation of pay bill." and contin-
gent biU., ud other eata~iAlal_t m.tten. 

(3) M .. intenance of cuil aocomw, arr __ fill, for cUabursemeJ1t 
of the pa.ymente authorised by.tRe Accoun. Oft\cen to 
the mem.bera of t}q. Bmploye.' Providl!!lDt Fuwi od t.e 
eitabliahrnetlt and compilaUoJl GIl. tDe ltefi,om'. mCGllle and 
Expenditure I.COO\lBt and :8aluce .. S.eet for eaca year. 

(H) Enforcsment Winc' 
. ,. 

Enforcement mde ii reapoubl. foe .tAe followin, iteaa af W<K"k: 

. (1) Survey of factories a .. d establiShments for thepu~e of 
. conn ,e. '. . 
. .. . 

(~) ~aintenap.ce ·of 'bastc registers required to enSure proper 
an<i .timely. coverl,ge of establishments ·and grant ofexem-
ption to establishmenta which apply for it. 
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(3) Supervi80It of work of the Inspectors 

(4) Watching proper performance by the exempted establi~ 
ments especially in regard to the payment of dues to the 
Board of Trustees and judicious investment by them. 

(50) Interpretation of the Act and the Scheme. 

(6) Recovery proceedings and prosecutions. 

(7) Convening of Regional Committee meetings, communi-
cating their recommendations to the Central Office and 
iinplementing the final decisions. 

(lll) Accounts Wing 

The mattelll dealt with in Accounts Section can be categorised 
as under:-

(1) Scrutiny of returns received from the individual esta-
blishments. 

(2) Preparation and maintenance of ledger cards for indivi-
vidual members. 

(3) Preparation and issue of annual Ittatements of accouna 
to indiYidual members. 

(4) Disposal of the applications from members for advances 
fer dwelling Itites, housefJ, for financing life insurance 
poliCies, purchasinr shares of cooperative societies etc. 

(5) Settleme"t of final payment claima from memberslno-
m1n~ including payment made from the Special and 
Deeta ltelief Fund~ 

(6) TralUller of &ccoun. ,'Gl raembers tranllferred to other -
establishmeDts either in the same O-r other regions. 

(7) Pre-audit of.tablishmentbills before payment. 

(8) Submialion '-.0 periodical reports arid retums' relating -to 
accou ••• atters. 

Setting up of Region,at O~s 
3.37. Government have furnished the following figures moWing 

the number of subscribers of-,the unexempted establishments With-



b the j,uri.wction ot the fifteen Regional Oftices:-
----------------- ._-------

a. Mo. 

' _____ r _______ ' ______ _ 

r 

Region No. of 
subscri-
ber at the 
end t o( 
Sept. 1969 

' ______ -------
2 3 

----.-.------------,---------
1 Andhra Pradesh 2.,12,168 
2 Assam 13,512 
3 Bihar 1,03,035 
4 Delhi· 86,340 
5 Gujarat 1;83,2.03 
6 Kerala . 2,86,807 ., Madhya Pradesh 1,12,157 
8 Maharashtra 7,15,699 
9 Mysore 1,45,872 

10 Orissa . 66,277 
II Punjab. 1,14,524 
12 Rajasthan ,1,597 
13 Tamil Nadu 4,00,876 
14 Uttar Pradesh 2,78,229 
15 West Bengal 6,97,540 ---

TOTAL 34,76,836 

According to the criterion laid doWn ,by Government a regional 
office is generally constitu:ted in each State. At, already stated 
earlier, the only State of Haryan., where there is no regiol'l.al otft.ce 
of :its own, is served by the Regional Oftlce of Punjab. 

3.38. The Committee obseI'Te that in as many as four States, the 
regional omces cater to len than one la1m eubtcribers; 

S .•. ft. CollUllitte. feel that estMJishilrr of Reci_al Otic.' witll 
all their ,araphel'llaUa in States hninl leu thu ~.,_ nbeuibera 
lea'" to he .. ,. drain on the baDcN of the Orr .... tiOD. The Com-
tDitte., therefore, recolllllle1ld tIaat, ia the i.tereet of econom,., the 
critme. t. 0' ••• retioD.l ollce .houJd aot he • State hut the 



strene'" of subscribers in a particular alea with a minimum of 1,00,000 
lubscribeH therein. They suggest that, iB due course of time. Gov-
ernment may review the position of amalgam. tine some of regiONI 
oftices on the basis of the above criterion keeping in view the eonti~ 
nuity and proximity of areas. 

(c) Re-01'ganisation of Regional Offices 

3.40. The Committee have been given to understand that the. ques-
tion of re-o~ganisation of Regional Offices was entrusted in the year 
1965 to 'IBCON', a private £\rm of consultants and efficiency experts 
who were engaged to study the working of the Employees' Provident 
Fund Organisation as a whole and for recommending measures for 
reorganisation of the working system in all the Regional Offices. The 
firm carried out its study in the Mysore Regional Office from 11th 
May, 1965 to 28th February, 1966 and made certain recommendations 
which were partly accepted and implemented in all the re,gional 
offices. 

3.41. It has been stated in the Annual Report for 1966.67 that the 
"Organisation has not benefited much from the reports of the IBCON 
Private Limited on their study conducted in the Mysore Regional 
Office from 1st August, 1965 to 28th February, 1966. Their appoint-
ment for study of work procedures in the Delhi and Maharashtra 
regions was, therefore, not made." 

3.'2. The Committee are distressed to observe that the Organisa-
tion have incurred on imructuous expenditure to the tune of 
as. 27,300 on this private Efficiency Experts Firm of CODlJultaats, tbe 
recommendations of which ultimately did not prove beneficial. 

The Committee further observe that while the Report of the firm 
of Efticiency Experts did not prove a much benefit, the study .f the 
working of the Organisation entrusted to the Department Qf Admin-
istrative Reforms later on, on the cOlltrary, was fruitful. 

3.43. The Committee are of tile view tut any study req~ire.d to 
be undertaken in regard to the reorganisatiOD of R.egioRal Qffices 
should not be entrusted to ally private firm of consultants who are 
not fully equipped and competent enough to undertake such studies. 
They, therefore, suggest that such a study, whenever undertaken. 
shou.ld be ~ade by • body consisting of actuaries auditors and O.M. 
experts who have direct knowledee of the workinJ[ of the Or&anisa-
tion. 

3.44. The Committee also suggest that a full-fledged Orgallisattcm 
and Methods Division should be- set up within the Organbetion itself 
to constantly "view inter alia tb,) working procedure. 
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(d) Field 0fficers-lispectors 

3.45. The Inspectors are the chief officers on .whom chiefly rests 
the responsibility to execute and implement the proviSions of the 
Act and the Scheme. 

The chief duties and responsibilities of the Inspector are:-
(i) to bring under the purview· of the Employees' Provident 

Funds Act, 1952 every establishment which attracts the 
application of the Act by reason of requisite employment 
strength and completion of the infancy period (three or 
five years as the case may be); 

(ll) having covered an establishment, to se.cure full compli-
ance by the employer of that establishment with the pro-
vision of the Employees' Privident. .Funds Act and.or 
Scheme framed thereunder; 

(iii) to attend to the problems of employers arising in the pro-
cess of compliance and to the grievances of employees; 
and, where he cannot solve the problem or redress the 
grievance, to report the case to the Regional Provident 
Fund Commissioner for further action; 

(iv) to conduct surveys when asked, to assess coverage poten-
tial of new categories of establishments; 

(v) to supply various prescribed forms to the employers on 
their request and educate them about their proper comple-
tion and punctual submission to the Regional Office; 

(vi) to report to the Regional Commissioner evasion, abuse, 
violation, defect, or abnormality noted in implementation 
of the Employees' Provide~t Funds Act and the Scheme; 

(vii) to attend to prosecution of defaulters; 
(viii) to carry out such other functions as may be assigned to 

him by the competent authority. 
The following tabular statement for the past three years gives 

the idea of work done by the Inspectors as a whole: 

Year No. of Average 
Inspec- number of 
tions and; inspec-
investiga- tions 
tions made made per 

Inspector 
------------------.--------------------------------._--------.+ 

1965-66 

1966-67 

1967-68 

98,S« 

r JotS.5S I 

1,04.074 

41 
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3.46. Dllri:ng. the course. of on-the-spot study tours of ~ Commit-
"tee of the difterent regions, they learnt that the strength of Wpec-
tors in certain regions was not in proportion to the q~tum of work 
per Inspector. 

3.47. In the opinion of the CoDUDittee, the IDspector. are the kina-
pins of 'the whole Or,aDisatioD. The success or otherwise of the 
Organisation hinles on the elieient diseharp of their duties. The 
Committee, therefore, have no doubt that the OrganisatioD wiD make 
sure that Dot only the number of Inspectors is adequate to conduct 
proper inspection but that they perform their job meticuloUsly aDd 
thoroUlhly. 

3.48. The Committee also sUllest that a study of. the DOl'IQI ud 
performances of Inspectors may he undertaken at an early date with 
a view to examine and improve the workin, of the Inspectorate. 

C. Accommodaion 'and Statl· Quarters 

3.49. The Committee understand that except in the case of· the 
States of Kerala, Mysore, Tamil Nadu and Uttar Pradesh in all other 
States the offices of Regional Commissioners are housed in rented 
buildings in the other States either land has been acquired Or is 
in the process of being acquired. In the State of Madhya Pradesh, 
the land once acquired is proposed to be abandoned for certain 
reasons and alternative site is. being acquired· 

As regards staff quarters, it has been stated during the course of 
official evidence that the Organisation had planned staff quarters lit 
Kanpur and plans for putting up staff quarters at Bombay, Madras, 
Bhubaneshwar, Chandigarh and Delhi are under way. . 

3.50. Government have further stated that on a rough estimate 
about Rs. 4.40 crores (Rs. 1.49 crores for office buildings and 
Rs. 2.91 crores for staff quarters) would be required for constructing 
office buildings and staff quarters. About Rs. 10 lakhs per year is 
expected to be saved on account of rentals on office buildings. 

3.51. The Committee are constrained to observe that, even though 
the Employees' Provjde~lt Fund Organisation has been in existence 
for over 18 years now, they have not been able to house their Regional 
offices in their own buildings so far and have to pay a large rental of 
Rs. 10 lakhs per year on this account. In the context of the proposed 
Scheme for merger of the Employees' Provident Fund Organisation. 
and Em.ployees' State Insurance Corporation, the Co~mittee recom-
mend that Government may re-examine the programme of further 
construction of ofliee buildings for Employees' Provident Fund Orp-

-At 'I.e time Of factual YerH1carlon'the MlnlstrYh.ye mentioned trat It hal .iftce 
been ('ecided to andertate conttract;Oft on toe preteDt plot. 



. bisatiOil and. Employees' State IDsuraace CorporatioJl ba coordinatioA. 
and draw up a revised sehedule keepml in view the requirement of 
both the Orlanisationl and consider the feasibility of havin, a com-
mon buildinl for both or constructilll separate buildinlS in close pro-
xiJQity to one lUlother as the exi,enc:ies of the lituation may demand. 

3.52. The Committee also suggest that, to the extent possible, efforb 
should be made by the Organisation to put up staft quarters for their 
It aft at all reeional centres in a phased manner and in dose proxi-
mity to office buildin,s wherever possible and for that plIfPOSe lay 
down a time achedule. Early construction of staff q~rs, _"rt 
from effecting substantial saving in expenditure and ensuring a good 
return in the shape of rentals, will also be conducive to Ireater em-
c:ieney on the part of the staff. 

D. Sources of Income and Budget Estimates 

3.53. The sources from which the expenditure for the Employees' 
Provident Fund Organisation, which is outside the Consolidated Fund 
of India, is met by way of special levy on the employers are called: 
(i) Administrative, Charges at 0.37 per cent of wages of subscribers 
in unexem.pted establishments whose accounts are maintained by 
the Regional Offices; and (ii) Inspection Charges at 0.09 per cent of 
:wages of subscribers in exempted establishments whose accounts are 
maintained by the establishments themselves under the overall sup-
ervision and inspection of Regional Commissioners and Provident 
Fund Inspectors. The Penal Damages levied on belated payment of 
Administrative Charges and Inspection Charges and the inter.est 
earned on investment of the surplus funds in administrative account 
are also additional sources of income to the Organisation. 

There has been progressive increase in the income of the Organi· 
S8Ition as seen from the figures of income during the last three years. 
given below: 

Details 1965-66 1966-67 1967-68 
(In lakhs of Rupees) 

Administrative Charges 128'°3 148'88 167.431 
Inspection Charges 37'95 4°.98 46.34 

Interest on InvMitment 13. 20 15. 20 17·°7 

Penal damages . 0.71 0·33 0' 32 
---- -----

TOTAL 179"89 205'39 231· 16 



There haa also been progress in increase in the, expenditure ill. 
these years due to the enhanced dearness and other allowances as 
also expenditure on purchase. of land and construction of building. 
and staft quarters. 

3.54. Government have furnished the following synopsis of budget 
estimates, revised and actuals during the past three years: 

Detaita Revised Aetuals Revised Actuals Revised ActUl , 
Estimates 1965-66 Estimates 1966-67 Estimates 1967-68 
1965-66 1966-67 1967-68 

(In lakhs of Rupees) 

INCOME 

Administrative Charges 130'76 128'03 148'S8 148,88 166,60 167'43 
~nspection ChaJ;gCs 36'62 37'9S 40'43 40'98 43'66 46'34 
Interest on Investment u'83 13'20 15'06 IS'2O 16'92 17'07 

Penal damages 
/' . 0'73 0'71 O'7S 0'33 o'S8 Q'32 

TOTAL 18g'94 179·89 204'82 20S'39 237'76 231' 16 

P..xPENDITURB 

Revenue 14S'2O 131'03 162·82 ISI'23 187,81 173 ,Hz 
<=-pit41 20'21 ~4'3S 41'26 26'73 3S'oo 17'01 

TOTAL 165'41 14S'38 204'08 177'96 223' 81 190'83 

The foregoing estimates indicate that there has been significant 
variations between the Revised Budget estimates and actual expen-
diture during the past three years, From the detailed budget esti-
mates furnished by Government, it appears that these variations in· 
the Revised Estimates and Actual Expenditure had been taking place 
year after year mostly under the head "Pay of OftlcerslEstablish-
ment" "due to non-filling up of sanctioned posts" mentioned below: 

Year Revised Estimates Actual &penditure S.,;ngs(-) 

Officers Estt, Officers Eatt. Officers Estt. 

1965-66 8,07,700 57,74,600 7,62,:zoo S5. 1S,6oo (-)4',Soo (-)a,S9,ceo 

1~67 9>4.5,600 6o,97,~ 9,08,100 S8,S8,7OO (-)37>500 (-)2,38,500 

~~?-(i8 . IQ,44,7OQ 6j.67,~ 9,?I>4oo 62,66.300 (-)S3,3OO (-)3,00,700 
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3.55. Givil)g the reasons for the wide divergence in estimates and 

~xpenditure in this regard, Government have stated that "in the 
.case of Class I and II (Gazetted) posts, they are filled up either by 
-open competition through Union Public Se.rvice Commission or by 
taking officers on deputation from the offices of the Central/State 
Governments or on the recommendations of the Departmental Pro-
motion Committee. All this process takes a good deal of time. The 
process of selection is time-consuming and some delays occur in their 
reporting for duty. In the case of deputationists, often, an officer 
selected for a post withdraws at the last moment, resulting in the 
Organisation having to go through the process of selection of a sub-
stitute all over again. Similarly in the case of Class III and IV posts 
time is taken in the filling up the posts accordin~ ,to the point in the 
roster. Introduction by the Employment Exchange or inviting ap-
plications through advertisement holding of examinations etc. take 
time with the result that certain posts are filled up late. As a mea-
sure of economy certain posts provided for in the. Budget are not 
filled up to some extent." 

3.56. The Committee are unhappy to note the wide divergence in 
Budget Estimate and Aduals during successive years. The savings 
thus effected are unnecessarily blocked and could otherwise, by draw-
ing up realistic budget estimates, be invested profitably. The Com-
mittee feel that it should not be difficult for Government or the Orga-
nisation to anticipate the esti~te9 on officers and establishments 
particularly in regard to the posts which have been abolished or 
which are not proposed to be filled up as a measure of economy and 
to prepare the estimates more realistically. 

3.57. The Committee would also suggest that the Organisation 
should assess the requirement of posts required to be filled up in con-
.. ultation with the Union Public Service Commission or through direct 
recruitment or promotion during a particular year well ahead of the 
preparation of Budget Estimates for that year so that all the formali-
ties required to be completed tor filling up of these posts are complet-
ed a!J tal' a!J possible before the commencement of the Budget year, 
Thi!J will further enable the Organisation to bridge the wide ~8p 
between the Budget estimates and Actuals for any year. 

E. Staff Strength, Recruitment and O.M. 

3.58. A comparative table {)f staff strength on a yearly basis from 
the inception of the Scheme upto date and increase in coverage of 
industries as well as Membership of the Fund is at Appendix nI. 
The strength of the staff has increased to sizeable number since the 
inception of the Organisation up-to-date. 
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Justifying that the increase in staff position is proportionate to the 
·increase in coverage, Government have stated that the entitlement 
of the Regional Offices for the various categories of posts is worked 
out on the basis of the work-load as per yard-stick as on a particular 
date which mayor may not include the additional work involved 
due to coverage of more industries. In actual practice generally 
additional work due to coverage of new industries/classes of estab-
lishments is created in the Regional Otl\ces from the 2nd or 3rd 
month of coverage. Consistent with the requirements of e.conomy 
and administrative efficiency, an attempt is made to generally cor-
relate the staff position in the Regions with increasing coverage 
throwing additional work on the Organisation. 

3.59. According to these rough work-norms as mentioned by Gov-
ernment, every Provident Fund Inspector is expected to inspe.ct 40 
establishments per month. 

On the accounts' side of the Regional Oftices, each clerk is requir-
· ed to handle 1,600 accounts of unexempted members. . There is no 
· separate standard for ledger clerks as such since the Accounts Clerks 
themselves maintain the ledgers. The standard of 1,600 applies to 
all clerks working in the Accounts Branch. 

Posts of Assistant Accounts Officers are sanctioned in regions 
where the number of' accounts do not exceed 35,000. Posts of Assist-
ant Commissioner Grade I are sanctioned in regions which have at 
least 1,500 establishments and 3 lakhs of subscribers, but the se.cond 

· post of Assistant Commissioner Grade I is not sanctioned unless the 
number of establishments exceeds 3,000 and the number of subscrib-
ers 6 lakhs. 

3.60. These staff standards have been evolved by the Organisation 
mostly based on the studies conducted departmentally quite a few 
years ago and require revision due to introduction of revised proce-
dures. The first scientific study wu undertaken in 1965 by a private 
firm of consultants, Mis. 'IBCON' Private Limited but the norms 
and standards suggested by the firm were not found to be workable. 

Since then the staff standards have not been reviewed and recent-
ly the Stat! Inspection Unit of the Ministry of Finance have agreed 
to conduct a study of the Organisation with a view to suggesting 
norms for sanctioning variOUI!I poste. The Organisation has also re-
cently se,t up in the gead OtJice a small 0 & M Unit which is at pre-
sent not fully equipped with required number of personnel qualified 
for the purpose of conducting .yetem.atic 'Work study. 
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3.6l. The Committee have been informed that as OD 31st March, 

1969, out of about 35,00,000 accounts of the Members of the Fund, the 
monthly postings for 1968-69 in respect of about 20,000 accounts wer~ 
pending. As regards compilation and issue of Annual Statement 01. 
Accounts as on 30th September, 1969. out of the 36.19 lakhs of annual 
statement of accounts of the Members of Fund, only 23.52 lakhs ac-
counts were complete in all respects and Regional Offices could issue 
13.42 lakhs of these accounts (60 per cent), by 31st December, 1968, 
23.77 lakhs accounts were issued. 

During 1968-69 as many as 21,321 claims for final settlement and 
as many as 4,707 applications for advances were pending. 

3.62 Tbe Department of Administrative Reforms in tbeir Report 
(December, 1968) on Study of tbe Employees' Provident Fund Orga-
nisation inter-alia have also stated 'tbat tbe reasons for cumulative 
arrears of work might be tbat the output of the existing staft is lei. 
than the aver.,e that one could expect of them or' the 
staft employed is actually inadeqaate to the load of the work. 
The Committee are inclined to qree with the above observatioDI of 
the Departme~t of Administrative Reforma. The backlog of work 
particularly on the Accounts side would appear to be attributable 
to the absence of any efforts to evolve scieatiftc standant. and 
norD18 of work for diftorent categories of st8ft which are 
e8seatial to streamline the admillUtration and to make it func-
tion etfteieDtly and etlectively. The Committee, therefore, sugge.st 
that the Staff IDSpectioll Unit of the Ministry of Finance, who httv.e 
agreed to conduct a study of this Organisation with a .iew to suggest 
nOnD5 of s8llctiea.ing vaPoUs posts, mllY be requested to undertake 
this task immediately and complete the studies and submit their re-
port within six months. 

3.63. The Committee would also recommend that immediate fIlteps 
may be taken to ensure that the existing 0 " M Unit is manned by 
requisite number of trained personnel capable of reviewing the work 
procedures. The unit should study and lay down the norms of work 
from time to tm.e and .scrutinise all proposals for inerease in staff. 
This would also make the Organisation self-reliant in this regard 
without dependiDl UPOD any outside agency, Govemment Or private. 
The staff required for this Unit may in the beginning be taken on de-
putation from. other Organisations and Departments of Government 
for specified periods and gradually a cadre of trained personnel from 
amonpt the st .. in the OrgaDiiation may " built up to man this 
unit b,y in.training p"ifalDJDle cJrawo up for that purpose and by 
availing the ,laeUitl. p~ided by the Ministry of FinaDee aa4 oth~r 
'expert bodies in this behall 



I.M. The broad. policy followed by the Employed Provident 
.UDG Or,w .. Uon for recruitment elf .td' I. .tateet to be .. fol-

AppotDtmeut to _11 non-gazetted categories falling under direct 
recruitment quota are made through the Employment Exchange. If 
lui table candidatet are not available with the Exchange, posta are 
advertised In the local newspapert. Appointmenb to non-gazetted 
Categoriee are made locally. In the cue of gazetted categories for-
;thich the Central GOTernment is the appointing authority posts 
fRUing under direct recruitment quota are filled up through th~ 
Union Public Service CommiS8ion. Appointments to pdSts falling 
under Departmental Promotion quota, both in respect of non-gazetted 
ind gazetted cadres, are made on the basis of recommendations of 
the Departmental PromotiO'n Committee. At present, aeputationists 
are being appointed wholly against gazetted posts of Central Provi-
dent Fund Commissioner and Financial Adviser and Chief Accounts 
Officer and Accounts Ofticers and partly against Regional Provident 
Fund Commissioners and Deputy Regional Provident Fund Comml&-
ilionen. 

3.65. ACC<1rding to the Recruitment Rules, various posts right 
from Assistant Provident Fund CommissiQller (Grade II) to that of, 
peons are filled in partly by direct recruitment and partly by depart-
mental promotion according to fixed peraentage as mentioned in 
Appendix IV. 

Government have further stated that eventually it ia intended to 
appoint departmentaloftioers who would qualify in Accounts Service 
examination to the post of Accounts Oftlcers. For this purpose tor 
the first time, Part one of this examination haa already been held in 
April, 1989 an'd the second es:aminatlon (in both Parte I " II) was 
held in February, 19"10, But, if at any time, Departmental Oft\eers 
are not Qvailable, Govemment have felt tbatttie continuing of the 
system of taking aJ!cerw on deputation, in the interest of the Organt;. 
sation cannot be ruled out. In respect of other gazetted categorier 
taking into COTlBideration, the importance of the posts, offtcers may 
have to ·be appointed on deputation 10 long u departmental otBcers 
are not available for posting. 

I .... Til. CoamlttM .ot. witlt .atiafactloa that tllen ia • health,. 
tna4 ia tll. IIber.li .. tie. of reerult~ellt 1'111. ill reprd to- eertaia 
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categories of staff inasmuch as adequate provision for departmental 
promotion has been made. This is not only desirable but necessary 
if the staff serving in the organisation is to get incentive and encour· 
agement. The Committee hope that in due course of time, it ,should 
be possible for Government to man the posts of Accounts Officers 
through Departmental Accounts Service examinations which may be 
held periodically henceforth and thrown open to all suitable depart. 
mental candidates. 

3.67. The Committee abo hope that in time to come, it should be 
possible for Government to appoint a major proportion of its seuior 
Executives in the Organisation from amongst suitable departmental 
candidates. 

F. Reports and Returns and Forms in Use 

3.68. The Employees' Provident Funds Sclieme prescribes 27 
forms, some to be filled by the employers, SO'me by the employees and 
a ft'!w for the use in the Regional Offices. The Manual on Accounting 
Procedure brought out by the Employees' Provident Fund Organisa-
tion in early 1968 also contains a number of forms called special 
proforma numbering 74 in all in which several accounting registers 
and books have to be maintained. 

The Central Office receive a number of periodical returns aad 
reports numbering 4-9 (Appendix V) from the Reiional Oftlces in 
order to assess the working of the Scheme and also to take correc-
ti?e action wherevfr neCeiSAry. The returns are utilised for prepar-
inC (i) monthly itandard Bote wldch il required by the Labour 
lliai!!try for answerin, Parliament Questions and disposi:a.f of nrious 
oUier cas. referred to tlI ... frOM time to time; (ii) the basic cM.rt 
for fb. use of the Cen.u-al OfIice; (iii) Rotes for the meeti11ft1 of the 
Cutral Board of Truite_ held oace ill 3 JIloJltll.; and (iv) statistical 
,ear-bGek. 

'·3.69. Tile Departmeat of AdmilliBtrative lteforRlS wkiCll made a 
study of the Employe .. ' Prsvident FUPldOr,allisatiotl in taetr .JIte.;. 
port in December, 1188 kaYe ,uaeited a au.ber of cha.,et V1.z. 
modiAeatioa, .mal,am.noll "ereliJllillatioll .f certain forms .ad 
retunu. 

, As relards forms, they have sUII.ted abolition of , forms, reo 
designirl, and amalcamation of 34 forms Uld intro®ction ot i new 
forms. As regards returns, they have sue'.ted elimination of 3 
returns", conversion of 12 monthly 'returns into' quarterly' of "half· 
,Yearly ones and re·desfgnin, o~" forms or returns. '., 
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3.70. It has been stated that the recommendations of the Adminis~ 
trative Reforms Department were considered at the conference of 
Accounts Officers and Regional Provident Fund Commissioners held 
on the 6th and 8th September, 1969 and their recommendations were 
placed before the meeting of the Central Board of Trustees held on 
the 27th _ October, 1969. The Board decided that' such of the recom-
mendations as were only of procedural nature should be implemcnteq 
by the Central Office of the Organisation and in respect of others, 
approval of the Government might b~ obtained. 

3.71. The Committee endorse the recommendations of the Depart .. 
ment of Administrative Refol'Jll/s in regard to modilications etC'. of 
forms and returns. They are of the view that the recommendations, 
if implenmnted, will considerably simplify the work and lessen th. 
load of clerical and accounting work. They desire that Government 
should examine and take decisions On the recommendations of the 
Administrative Reforms Commission at an early date 80 as to enabl. 
the Employees' Provident Fund Organisation to implement them 
as expeditiously Il. Possible. Not only will it resulf in siq»1ifyinc 
of the procedure· but it will also curtail expenditure on printinl' of 
forms. The CODUliittee abo recommend that the 0 &; M Unit rece.t. 
Iy set up in the Ce.tral OfIice sbould also periodically renew t1l. 
form!!! and returns i •• 0JUe with a "iew to assess which of them n.li 
be eliminated, amalramated, or modified inter-alia to ensure tb.t 
columllll askiq f.r ••• ece!sary· details are •• itt". 

G. Ihcltuisecl System of Acco1lati., 
3.72. TIle syste. of mechanisation of accoullfii, with requffilite 

conftguratioJl 01 tI .B.ll. equipment, wat! introduced in the Region~l 
Oftice, Kakarasatra oa the 11th lItay, 19M OIl an experimental b .... 
The awitch ~« froIIl DlQnual to maciliiu postin, of accottat. iflYMY-
ed difft.culii .. ill tlae iaitial stages whicb hampared1ia. output 
aerlo\Wly. Aaoa, the dimaulti. expericced wel'e bot1llen.eclal 
thro1nt up by aoooUJlting proceMllS which involnd dOYetai1ing ~ 
maaual _ ad .aclaille scrutiny at several Ita,. ia tae operata., 
deftdeaciM .rieiq' out of defaul~ by esp)oy-ertpal'ticularly the 
~all«. OIletl, "e tUG by the s'\aft ill .cquirmg ecpenanoe ia 
handliD, ·m.acltin .. and inadequacies in :th,e number. and type of 
m.achin. -employed. The Board reviewed the questiOll. of contlnu-
Ilnee of the mechanisatjon on the lam occasonat its meetint held on 
the 29th Janual'Y, IBM and decided that-:-

(1) Accountl!l for the year 1967-88 should.continue to be pro-
ceued- on the machines, with such ehange4t in procedure, 
as may. be . considered necessary. . 

, 
tYnterJlatioaal B.sinCRII M.chincs World Trad .. Corporlltioll. 
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(a) The accounts tor 1968·69 ehould be ptoee.ed on the ma-

chinee only in respect of those establiahmeDt. whieh ..-enl 
regular In submitting returnlt and eOZItrlbutioM; manual 
checking .hould be eliminated to the- eztent ponlble, keep-in, it down to the minimum. 

The implementation of tM new procedure in March. 19f58 which 
_"fisaged the proeealing of accounts only in respect of the estabUsh-
ments having a record ot furnishing prompt and dependable return. 
ba. given a marked fillip to machine performance the effect ot which 
.. being felt now, and will be felt increasingly in the months to come. 

The initial setback resulting from the interruption of routine due 
10 the ch&lge-over in .ystem and procedure necessitated by machine 
_ceounting was tranSitory. Tbe arrears which, grew during the early 
.period have been brought down considerably and the work in ).faba-
rishtraregi01l il now practically up-to-date. 

3.73. During evidence, the Secretary, Department of Labour , 
Employment, stated that for the I.B.M. machines in use in the Bom-
bay RegiO'Ilal Otftce "monthly rental amounts to Rs. 20,000. Machines 
are taken on hire from IBM. They are maintained by the I.B.M. 
We don't consider it worthwhile to purchase them outright. These 
go obsolete very soon. They are replaced by new ones. It is in our 
interest to take them on hire. It is cheaper that way." 

~ regards the resultant unemployment due to displacement of 
empk1yees already engaged in the work of accounting due to intro-
duction ot mechanised system of Accounting, the representative of 
-the :Ministry, during the course of evidence, stated as foUo1n: 

"There are two questions involved in this. One \8 the question 
of employment. It is possible that without these machines 
we may· have employed a large number of clerks. With 
the machine we will dd the work in time and with the 
efficiency needed for issuing large number. of accounts. 
The two factors have got to be balanced. The Board of 
TrUl'ltees is yery conscious about both· these tactors.They 
hay. ..id that a study should be made and the results 
placed before them so that they can decide whether we 
shOUld continue with the mechanised system of accounts 
or we .hould have some other method. • • ." If it is 

. found as a' result of the study which is going on now that 
the mechanisation of these accounts iit a deslrible thing in 
the intereetof the subscribers then it i8 poes~ble that the 
Board might decide to CO'ntinue with them." 
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3.74. During their Study Tours, the Committee had the occasion 
-to observe the working of the .I.B.M. machines at Bombay (Maharash. 
tra Regional Commissioner's Office). The Committee saw that 21 
1.B.M. machines were being used as punch, verifiers, sorters, Collators, 
Accounting Machine, Calculating Punch, Interpreter and Reprodu. 
cer. 2 head clerks, 24 Upper Division Clerks, 19 Lower Division 
Clerks and one Accounts Officer constitut~d the Machine Section 
operating these machines. 

The theoretical and actual output per shift of six hours of each 
m~chine is given below: 

Output of each I.B.M. Machine 

Machine Theoretical Output 

---- -
t. Punch } 6000 Key depressions 

per hour. 
,2. Verifier 

3. Sorter 6so cards per minute 

,4. Reproducer 100 cards per minute 

S. Interpreter 100 cards per minute 

06. Collator 240 cards per minute 

7. Accounting Machine (407) ISO cards per minute 

'8. Calctilating Punch (609). 200 cards per minute 

Actual output 
per shift of six 

houra. 

2,400 Contribu-
tion cards. 

20,000 cards. 

40,000 cards. 

20,000 cards. 

30,000 cards. 

- ----- -,------------------,-,-----
The actual output is warked out on the average output given by 

the machines so far. The variation between theoretical and actWlI 
-{)utput is stated to be mainly because of the following reasons: 

1. Time taken for setting of control panel before starting each 
type of job. 

2. Time taken for handling of cards to be processed. 
3. Card jams during the process. 
4. Minor machine break down. 
5. Nature of the job done, on the machiile. 

:3935 (D) LS-5. 



, 58 

The machines perform the following jobs:-

1. Punching and Verification of monthly contribution cards. 
2. Punching and verification of challans. 
3. Punching and verification of D.P. Sheets. 
4. Processing of contribution cards for working of progr~ssive 

contribution from month to month. 
5. Posting of Ledger Cards. 
6. Preparation of Receipt Schedule. 
7. Preparation of payment Schedule. 
8. Compilation of Form No. 23 and Form No. 24. 
9. Compilation of Return VII A and B.. . 

10. Compilation of all India Statistics in respect of exempted 
concerns. 

3.75. The Committee was also furnished the flow chart for pro-
cessing of contribution cards and compilation of Annual Accounts 
and have noted that the machines are put to various uses such as 
for monthly returns, contribution cards, preparation of first monthly 
ledger cards, maintenance of accounts and postings, for subsequent 
rendered by the various machines in the Accounts Wing. 

3.76. The .Committee .have .no .doubt .about the usefulness 
of tbe I.B.M. Equipment in the accounting work. MechanI-
sation of accounts is bound to result in the saving of man~ 
power, time and money. The Committee note that even though the 
system of mechanised accounting was introduced six years back and 
has on the whole proved satisfactory, no firm decision has yet been 
taken by the Organisation to extend it to other centres. The Com-
mittee are af the view that a decision on the subject is overdue. In 
case it is decided to switch over to the mechanised system of account-
ing, the Committee suggest that Government should draw up a phased 
programme extending over a period of five years for the operation 
to be completed. They trust that the staff rendered surplus as a 
re'·l1lt of switch over, will not be thrown out but will he suitably 
deployed in other type;, of work within the Organisation without 
detriment to their emolument and status. 

H. Audit-Intemal and External 

3.77. Two kinds of Audit are conducted on the maintenance of 
accounts and the Fund etc. by the Employees' Provident Fund Orga-
nisation-viz. (1) Internal and (if) External Audit. . 



The Internal Audit Machinery is under the supervision and 
control of the Chief Accounts Officer, Employees' Provident Fund, 
External Audit of the Fund is conducted by the Comptroller and 
Auditor General of India with the assistance of the Accountants 
General. 

In.ternal Audit 

3.78. With the addition of more industries!classes of establishments, 
the volwne of work especially relating to accounts has been growing 
not only in volwne but also in complexity. It has, therefore, been 
found necessary to supplement the existing test audit with a system 
of regular and continuous internal audit. with a system of regular 
and continuous internal audit. Accordingly, a permanent internal 
audit machinery, under the control of the Chief Accounts Officer, 
was set up with effect from the 1st August, 1966, with the responsibili-
ty for conducting audit of accounts (including Administration 
Accounts in the Regional Offices) according to a planned programme. 
Two Internal Audit teams, each under ,the charge of an Accounts 
Officer, assisted by the appropriate staff were put on the ta~k, one 
for the North Zone (with headquarters at New Delhi) cov~r!ng the 
Regional Offices in Delhi, Punjab, Uttar Pradesh, Bihar, West Bengal, 
Assam, Gujarat and Rajasthan and the other for the South Zone 
(with the headquarters at Madras) covering the Regional Offic($ in 
Andhra Pradesh, Kerala, Maharashtra, Madras, Mysore and Orissa. 
One complete cycle of audit takes about a year. The reports sl1hmit-
ted by the parties are processed in the Central Office and after proper 
editing, all the important points thrown up in the Reports are taken 
up with the Regions. Further detailed instructions are issued for 
the guidance of the Regional Offices in respect of the po1nts having 
an All India bearing. Such instructions were proposed to be lssued 
in the form of a "Digest" from January, 1970 which will list the 
important irregularities noticed also. So far, three cycler;; of Internal 
Audit have been completed. 

3.79. Major points so far taken up in various Internl'll Audit Re-
ports generally related to: 

(i) belated coverage of establishments, 
(ii) under charges of inspection charges, damngC'!3 and adminis-

trative charges; 
(iii) belated transfer of past accumulations tc, the Organisation 

from exempted establishments consequent upon cancella-
tion of exemption and the resultant 1055 r,f intcre::;t on 
transferred securities, if any; 
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(iv) slack supervision of exempted establishments and its impact 
on their investment, if any; 

(v) delayed launching of prosecution!recovery proceedings'in 
the matter of realisation of arrears; 

(vi) drawal of funds by the Regions to meet statutory obliga-
tions in excess of requirements if any; 

(vii) belated action in the matter of clearance of suspense 
balances; and 

(viii) procedural irregularities in the maintenance of Cash and 
Accounts Records. 

The Committee have been informed that these obervati0ns are re-
solved by issue of appropriate instructions to Regional Offices, modi-
fication of procedure etc. 

\ 

3.80. The Committee find that Internal Audit has pro,"ed quite 
useful in deteeting financial irregularities and toning up the Adminis-
tration. They would reeommend speedy action to eliminate the 
deficiencies pointed out by the Internal Audit. 

3.81. The Committee also recommend that the Regional Provident 
Fund Commissioners might be instructed to take immediate steps to 
rectify the defeet& pointed out so far by Internal Audit and to submit 
periodic Reports to the Central Provident Fund Commissioner indi-
cating action taken to remove the lacunae. 

External Audit 

3.82. External Audit Report on the Annual Accounts for each year 
covers the consolidated Receipt and Payment Account and Balance 
Sheet, detailed Receipts and Payments in respect of Investment Ac-
count (Employees' Provident Fund and Administration Fund and 
Staff Provident Fund), Receipts and Payments in re!';pE'ct of invest-
ment account for each year (pension-cum-gratuity Account). The 
accounts thus audited and certified by the Comptroller and Auditor 
General of India are laid on the able of the Lok\Rajy~ Sabha. The 
Committee have later in this Report dealt with delay in laying of 
these audit Reports. 

3.83. The Committee have observed from the Annual Accounts for 
1966-67 and Audit Report thereon that there have been delays in 
Investments by exempted establishments in Bihar Region. The 
establilshments, in contravention of the Central Provident Fund Com-
missioner's instructions, had retained an excess of Rs. 76.37 lakhs from 
October, 1966 to March, 1967. This unauthorised retention of sur-
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plus money had resulted in loss of interest of Rs. 0.5 lakhs upto 31st 
March, 1967 @ 5 per cent. 

The Organisation in their brief have attempted to explain such 
retentio~ as not intentional, time lag between receipt. of Provident 
Fund amounts by the Board and its investments bning ine"'itable. 
They have since tightened up the machinery to ensure timely invest-
ments of Provident Fund moneys by the exempted esiablishments 
All delayed investments are at present secured through the All India 
Consolidated Statement of Exempted establishments prepared cen-
trally at Bombay Office in International Bureau of Machines and ap-
propriate corrective measures taken in time to se\!ure compliance. 

3.84. The Committee woulcl like to impress upon Government the 
desirabUity of takiDr immediate action to set right the irregularities 
pointed out In the audit reports and take su~ other correstive mea-
sures as may be considered necessary to eliminate the recurrence of 
luchother corrective measures as may be considered necessary 
to eliminate the reeurreDce of such lapses or irregolaries. 

I-Annual Statement of Accounts of Subscribers 

3.85. In accordance with paragraph 73 of the Employces5 Provi-
dent Funds Scheme, an annual statemen.t of accounts is required to 
be scnt to each subscriber showing the accumulations standing to the 
credit of the Member and th~ interest accrued to his credit due to 
investment thereof. 

9.56 lakhs of Annual Statements of Accounts of subscribers were 
outstanding for issue and out (lfthese 6,97,498 accounts pertained to 
the year 1967-68 only. A statement showing the comparative perform-
ance region-wise of all the Regional Offices as on the 31st March, 
1969 is at Appendix VI. 

3.86. According to Government, the main c~uses of delay in dis-
posal of these accounts are mostly attributable to the employers and 
inculde such factors as non-transfer of previOUS Provident Fund ac-
cumulations in full through securities by the close of financial year, 
non-submission of monthly recovery statemEmts in support of the 
contributions remitted, non-settlement of discrepancies pointed out 
In the Recovery Statements etc. While the Central Board of Trustee. 
after reviewing this position had fixed a target date for the issue 
of all the arrears of annual -statements of Accounts up to 1~67, 
Government hope that, excepting the account of the undermentloned 
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categories of establishments, all the rest of the accounts (upto 1967-
68) would be cleared by the 31st March, 1970:-

(i) accounts of establishments which have failed to submit re-
turns in Form 12 despite repeated efforts to secure the 
same, or which had closed down without 6ubmitting the 
related returns in Form 12; 

(U) accounts of establishments which have contested the appli-
cability of the Act from the date of coverage and have not 
been submitting any returns in respect of the remittance 
made in protes~; and 

(iii) accounts of establishments which have obtained Civil Rules 
from High Courts for not complying, with the provisions 
of the Employees' Provident Fu'nd ActlScheme and 
have not submitted any returns in respect of certain re-
mittances made to the fuid. 

Government have further stated that as on 31st March, 1969 even 
in respect of about 20,000 accounts, the monthly postings for 1968-
69 were pending. 

3.87.. The Committee are unhappy to note that as on 31st March, 
1969 there were 9.561akhs of Annual Statements of Accounts pending 
for issue and as many as 20,000 accounts for monthly postings. They 
are constrained to observe that no serious effort has so far been made 
by the Organisation to takcle this problem which has assumed such a 
gigantic magnitude. The Committee hope that an all-out eftort would 
be made by the Orgpnisation to adhere to the target date of 31st 
March, 1970 to wipe out the arrears by deputing their Inspectors to 
contact the defaulting establishments and persuading them to suh-
mit all the wanting returns immediately. 



CHAPTER IV 

CONTRIBUTIONS 

A. Rate of Contributions 

4.1. In 1952, when the Employees' Provident Funds Act was en-
acted, the rate of contributions to the Fund by both employers and 
-employees, had been fixed at 6-114 per cent of the basic wages and 
Deamess Allowance including cash value of any food concession 
allowed to the employee, in respect of establishments with 20 or more 
persons in their employ. The Act empowered the Central Govern-
ment to apply the higher rate of 8 per cent in respect of any class ot 
~stablishment (s) which. they might specify from time to time after 
making such enquiry as it deem fit. (First Proviso to Section-6). 

4.2. With a view to assess whether the rate could be enhanced 
to 8 per cent., a tripartite Technical Committee under the Chairman .. 
ship of Shri M. R. Meher was appointed in May, 1960, to examine 
the financial capaity of industries in which the rate was to be raised. 
~fhe Committee's terms of reference was confined to the first six 
industries originally covered under the Act viz., Cement, Cigarettes, 
Electrical, Mechanical or General Engineering Products, Iron & 
Steel, Paper & Textiles. 

4.3 On the basis of the recommendations of this Technical Com-
mittee, the higher rate was made applicable to 4 industries but in 
respect of two other industries, the employers' representatives were 
not prepared for further enquiry. Taking into account the non-
cooperative attitude of the employers, the expenditure involved in 
making investigations by the Technical Committee and the inordi-
nate time taken by a Technical Committee to complete its work, it 
was decided not to make further enquiries through the Technical 
Committee. It was felt that the employers and workers took their 
own well-known stand in these matters. It was, therefore, decided 
that the enquiry could be conducted by consulting the State Gov-
ernments and the Central Ministries concerned. By following this 
procedure Government have now raised the rate of contributions in 
the various industries to 8 per cent, whenever they employed 50 or 
more workers. At present the enhanced rate of contributions has 
been applied to 83 industrieslclasses of esta'blishments. 

f.3 
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4.4 Recently, however, the members of the Central Board of 
Trustees, Employees' Provident Fund had recommended that the 
Central Organisations of Employers and Workers should also be 
consulted in the matter. Accordingly, it has been decided to circu-
late such proposals to workers' and employers' organisations also. 

4.5. At present, under Section 6 of the Employees' Provident 
Fund Act, 1952, the rate of contributions to the Fund is 6-114 per 
cent. basic wages, including dearness allowance, retaining allowance 
1£ any and cash value of food cQncessions in respect of establish-
ments!industries employing 2Q or more persons. For establishment I 
industries employing 50 or more persons, it is 8 per cent. Where, 
however, an employee is permitted by the Commissioner to do so, 
he may contribute a maximum of contribution-s 'of7-113 per cent. 
basic wages, dearness allowance (including cash value of any food 
concession) and retaining allowance if any payable to him. The 
contributions are calculated on the basis of the total wages actually 
drawn during the whole month whether paid on daily, weekly, for-
ni ghtly or monthly basis. 

4.6. In regard to lev~ of contributions at enhanced rates, two 
suggestions have been made to the Committee. Firstly, it has been-
represented that the levy of enhanced rate @' 8 per cent. from 
bggier employers is irriational and has no sound basis. Therefore, 
it has been suggested that the Technical Committee procedure 
might be revived to ascertain the financial capacity of an industry 
to pay the higher rate of Provident Fund contribution. The delays 
ann the non-unanimity of the first Technical Committee were not 
inherent in the procedure, and they could be easily avoided in the 
case of similar enquiries in future. The second suggestion is that 
the rate!l of contributions should be uniform and that two rates of 
contributions in vogue at present for different classes of industries 
are discriminatory in nature. 

4.7. During evidence, the representative of the Ministry had 
stated that "Originally we had a tripartite Technical Committee to 
consider which industries were suitable for higher rate of contribu-
tion-8 per ~ent but we found tbis Committee did not work satis-
factorily". Explainin~ Govemment'sstand in regard to the first 
su~gestion, he stated that "Government reverted to examination of 
thf' matter by consulting State Governments and the Ministries 
concerned primarily from the angle of overall financial position of 
the industry, its profitability, its paying capacity etc. Government 
have therefore felt that it is difficult to agree in the tripartite Com-
mitee or elsewhere to lay down a definite procedure for making the-
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enquiry into financial capacity of an industry to pay higher rate of 
contributions." 

4.8. In a subsequent note furnished to the Committee, it has 
been stated as ·follows:-

"Recently, however, the members of the Central Board of 
Trustees, Employees' Provident Fund recommended that 
the Central Organisations of Employers and Workers 
should also be consulted in the matter. Accordingly, it 
has been decided to circulate such proposals to workers' 
and employers' organisations also. It seems, however, 
difficult to agree to laying down a definite procedure for 
making the enquiry. At present two rates of contribution 
are discriminatory in nature but paying capacity of the 
establishment had to be kept in view. If uniform higher 
rate of contribution is introduced no additional work 
would be created in the Organisation except to the extent 
of dealing with an increased number of defaults which 
this measure may evoke. But the workers who are at 
present getting benefits at a lower rate would be benefited. 
Further there would be a substantial rise ~ their total 
quantum of benefits .. The employers may, however, resent 
this measure. On the other hand, if the lower rate were 
to be enforced uniformily, this would result in curtail-
ment of prevailing benefits to workers." 

4.9. The Committee arc glad that Government have now decided 
to drculate proposals regarding application of higher rate of contri-
butions t.o any class of establishments to the organisations of em-
ployers and workers also. The Committee feel that, in a tripartite 
scheme of this nature it is better to take into confidence all the inte-
rests concerned as far as poS.~ible before taking such a vital decision. 
They are not able to appreciate why it should be difficult to lay 
down a definite procedure for making the enquiry. In t'heir opinion, 
the demand for laying down a definite procedure for the purpose is 
justified and deserves favourable consideration. 

4.10. The Committee are further inclined to think that uniformi-
ty in rate of contributions i'S neither practicable nor desirable since 
any criterion placing the better placed industrieslbigger establish-
ments on the same footing as smaller industries Mth limited final1-
cial resources would lead to the \ntter complaining about dlscrimini-
tion In favour of bigrer jndustri~. After all, taxation laws of Gov-
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..ernment also do prescribe different graded rates. BeBee the Com-
mittee agree that rates of contributions should be based on the ca-
pacity of the industry to pay as is the case at present. 

B. Quantum of Contributions Realised and Arrears due 

4.11. The Committee have been informed that upto the end of 
. March, 1969, a sum of Rs. 1,256,98 crores (Rs. 728.14 crores in ex-
empted and Rs. 528.84 crores in unexempted. funds) had been col-
lected from the very inception of the Scheme. 

4.12. As regards the arrears due, Government have furnished to 
·the Committee information in regard to the major establishments 
which were in default for over Rs'. one lakh, as· on 31st March, 1969 
and progress of recovery thereof. The Committee have noted the 
follOWing therefrom:-

Region No. of Total No. of Industries in Default over 
malor Amount 
industries/ of default Rs. I RS.3 Rs. S lakhs 
Establish- (In lakhs) lakhs lakhs 
ments in (Rs.) 
default 

I 2 3 4 S 6 
"-

I. Andhra Pradesh S 3°'39 3 I (RI.IS·33lakhs) 

:z. Assam 

3. Bihar 8 32'41 4 3 

4. Delhi. 

S. Gujarat 17 107'99 S S 7 (between Rs. 6' 77) 
ar.d Rs. :z:z·ogl lakhs. 

6. Kerala 10 28'77 8 :z (between Rs. 
and (Rs. 6'80) 

6'16 

7. Madhya Pradesh . 8 IOS'08 3 I 4 (between Rs. I.Z' S3 
to Rs. 46'38 lakhs) 

8. Madras (Tamil Nadu) 30 128'38 18 3 9 (between Rs. S • S4 to 
Rs. IS lakhs) 

9. Maharashtra :Zl 376'14 3 3 1 S (between RlliJ' 24 to 
RIO. 178'03 hs) 

10. Mysore I :z·:zS I 

II. Orissa 3 6'56 3 

12. Punjab :Z'40 I 
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I 2 3 4 5 6 --
Rs . 

3 7'23 2 I .13. Rajasthan . 

14. Uttar Pradesh 13 II7'44 7 5 (between Rs. 6·66 to 
50'74lakhS) 

38 155'33 19 10 9 (between 10 
I4'421akhs) 

.IS. West Bengal 

ISS- IIOO'37 • 

Out of the total arrears of 12.17 crores of rupees (as on 31st March, 
1969) on account of contributions, as much as 9.57 crores represent-
ing about 79 per cent was accounted for by two industries, textiles 
and Engineering industries. 

4.13. During Evidence, the official representative stated that 
-during the last two yearS' the arrears of contribution had really 
mounted up. About 60 per cent of the arrears were in the Textile 
.and Engineering industries. On account of recession many units of 
industry especially in Textile and Engineering industries had closed 
down altogether and others were in such a critical condition finan-
cially that if Government attempted to enforce the recovery of Pro-
vident Fund dues then they would probably close down altogether. 
He added that as on 30th June, 1969, the total amount of arrears was 
Rs. 13.96 crores; six industries accounted for Rs. 11.2 crores-Textiles 
Rs. 8.39 crores, engineering industry Rs. 1.58 crores and tea industry 
Rs. 40 lakhs. These three industries alone accounted for over 
Rs. 10 crores out of Rs. 11.2 crores. 

4.14. Giving an analysis of the position obtaining as on 30th June, 
1969, it has been stated in a written note that out of a total of 11.68 
'Crores of rupees due from major defaulting establishmentS' a sum 
of 9.35 crores of rupees was in arrears due Lo non-payment of con-
tributions since the Employees' Provident Funds Scheme was 
applied to them. The rest of the arrears are ascribable to non-trans-
fer of past accumulations, arrears of administrative charges and 
penal damages . 

Out of the total of 9.35 crores of rupees, 5.79 crores of rupees re-
presenting 62 percent represented employer's share and 3.56 crores 
'f)f rupees representing 38 percent represented employees' share of 
·contributions. 

·Compiled from statement furnishedi"ly the Ministry of Labour, EmploYment and 
'Rehabilitation with reference to Q. No. 41 lor Written Reply. 
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4.15. The Committee note that the substantial growth. in th.,. 
arrears is by and large attributable to adverse economic conditions 
on account of recession in the "Textile" and "Engineering" indus-
tries. Now that these industries are picking up, the Committee urge-
the Employees' Provident Fund Organisation to intensify tbeir' 
efforts in realising the arrears by persuasive and legal measures 
where necessary. 

4.16. The Committee also recommend that with this end in view J 

the Organisation might enlist the cooperation of public mel'l includ-
ing Members of Parliament, Members of Legislative Assemblies in 
States, of the Regional Committees, leading Members of Employers' 
Organisations as well as employers' representatives on the Central 
Board of Trustees, of the respedive regions. 

C. Recovery of Contributions anJ Machinery therefor 

(i) Remittances-Procedure and its adequacy. 
4.17. One of the major problems faced by the Employees' Provi-

dent Fund Organisation relates to the regular remittance of contri-
butions into the Fund. The Employees' Provident Funds Scheme 
provides that the employer shall be responsible for monthly recovery 
of employees' (Members') contributions and remittance thereof 
alongwith his contributions, regularly to the Organisation. 

4.18. To finance the administration of the Employees' Provident 
Fund, administrative charges @ 0.37 per cent of pay (basic wages, 
dearness allowance, cash value of food concessions and retiring 
allowance) are levied from employees owning unexempted establish-
ments. In the case of exempted establishments, only an inspection 
charges @ 0.09 per cent of pay is recovered from them. The em-
ployer has to remit both the contributions and administrative charg-
es to the Account of the Organisation. In respect of Members (Le. 
employees who are Members of the Fund) employed by the employ- ' 
er by or through a contractor, in law, the principal employer is pri-
marily responsible to recover the contractors' contributions and ad-
ministrative charges as well as the contributions of the employees 
or inspection charges as the case may be. 

4.19. Within 20 days of the close of every month, the employer 
has to remit the total amount of contributions and administrative 
charges into the Employees' Provident Fund Accounts Nos. land 2 
respectively, maintained in the State Bank of India, on separate 
challans, obtained from the Regional Commissioner or the State 
Bank. The amounts may be remitted eit,her in cash or by means of 
cheques into the nearest branch of the State Bank of India for cre-
dit to the respective accounts. 
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Every contractor ba&' to submit to the principal employer with. 

in seven days of the close of month a statement showing recoveries 
of contributions in respect of employees employed by or through 
him and should furnish to the principal employer such information 
·as might be required to be furnished to the Commissioner. 

4.20. As and when an establishment is covered, the authority in-
charge or the management of the Provident Funds Scheme in exi~t
-ence in any factory or establishment must transfer to the Employees' 
Provident Fund Account No. 1 all accumulations standing to the 
credit of the members of such fund to the statutory fund within 
four months. Accumulations in Government securities must be 
transferred to the Fund by endorsing them in favour of the Central 
Board of Trustees, Employees' Provident Fund. The employer is also 
required to send to the Commissioner within 15 days of~eduction of 
wages a statement showing the amount standing to the credit of 
·each subscriber, the total accumulations to their credit and advances 
if any taken by them and transfer to the Board all pass books, 
books of accounts and other documents relating to the accumulations. 

(U) Time Limit for Remittances. 

4.21. It haS' been brought to the notice of the Committee that the 
time limit of 20 days prescribed to enable regular remittance by em-
ployers to the fund, is inadequate as it is impossible for employers 
to prepare returns and deposit the amount within 5 to 10 days after 
the disbursal of wages. 

4.22. Asked to give their reactions to this, Government have 
stated that concrete cases of difficultieS' experienced by \he employ-
ers had been brought to the no~ice of the Employees' Provident 
Fund Organisation when the time limit for paying provident funa 
contributions was upto the 15th of the following month. Later on, 
this limit was raised to 20 days and since then no representation 
appears to have been received by the Organisation. 

They also point out that the employers have to pay both the 
shares of contributions in the first instance. In the pay bills, deduc-
tions on account of provident fund and other dues are shown and 
(lnly the net amount is paid to the workers. Therefore, on the pay 
day the employers know the amount (both shares) which they have 
-to pay to the Employees' Provident Fund. Consequently, there is 
hardly any necessity for enhancing the time limit to 30 days after 
disbursement of wages. 

(iii) StC1Jtutdiry checks for Remittances. 

4.23. Government, in a written note. have mentioned that tbe 
Employees' Provident Funds Act ~tself does not provide for any spe-
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cific checks to ensure regular payment except inspection reports by 
Provident Fund inspectors, the penalties for various ~pes of con-
travention of the provisions of the Act and the Scheme and the re-
turns, registers and records 'Prescribed under the Scheme for main-
tenance by employers and contractors. Among the periodic returns 
to be sent by employers are the monthly recovery statement and 
also the triplicate challan receipts in support of monthly deposib of 
contributions and administrative charges made in the State Bank 
of India. A strict watch on the timely receipt of these returns pro-
vides for a measure of check on regular payments. 

4.24. In the case of exempted estab~ishments the employers are 
required to maintain such accounts, make such investments as the 
Central Government may direct and submit monthly returns show-
ing the amount deducted from the workers' wages, amo~nt transfer-
red to the Board of Trustees and amount actually invested and 
amount remaining uninvested. 

4.25. The Committee observe that inspection reports and sub-
mission of returns are the only operating devices for ensuring re-
gular remittance of contributions by employers. They. therefore, 
suggest that a very close and strict watch may be kept on the timely 
submission of the prescribed returns. The Committee also feel that 
if inspections of defaulting establishments are made more frequent, 
the tendency to default would he curbed. 

D. Legal Machinery {or Realising Contributions and arrears, its 
Adequacy and steps proposed for recovery 

4.26. The measures taken by the Organisation for realisation of 
arrears of contributions to the Fund are two-fold. During evidence, 
the represenbtive of the Ministry, elaborating the measures for rea-
lisation of arrears, stated:-

"The measures' for realising the arrears could be broadly 
classified in two divisions one is non-legal or l>ersuasive 
measures and the second are the definitely legal measures. 
So far as the first is concern(;d the Provider: t 'Fund Com-
missioner i.e. the Region31 Provident Fund Commissioner 
through the good offices of the State Govel'-nment tries' to 
persuade the employer to pay this, gives him facility of 
payment by instalment, if possible. Well, this does work 
and it has results. Other class of measures are definitelv 
legal measures such as prosecution under Section 14 of th~ 
Act; then recovery proceedingS' for Revenue arrears 
through the State Revenue Authority under Section 8 of 
the Act; and also in suitable cases where the employers 
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bave deducted employees' contribution and not credited 
it to the fund-prosecutions under Sections 406 and 409 of 
the !PC. 

Then there is a class of legal measures in the shape of penal( 
damages which can be levied by the appropriate Govern-· 
ment in the case of delayed payments." 

27. When persuasion fails in the ca&'e of unexempted defaulting 
establishments, one of the following steps is taken:-

(1) Revenue recovery proceedings are initiated under Section 
8 of the Employees' Provident Funds Act. 

(ii) Prosecution is launched under Section 14 of the Employees~ 
Provident Funds Act. 

(iii) Damages are imposed under Section 14-B of the Employees' 
Provident Funds Act. 

(iv) In suitable cases, action under Section 406]409 I.P.C. is 
taken. 

(v) The default is brought to the notice of the Employers' and 
workers' Organisations including the Trade Unions. 

(vi) In some cases the establishments are afforded a chance to 
pay the amount in default in suitable instalments subject 
to their agreeing to give adequate guarantee, surety etc. 

(i) Recoveries as Land Revenue under Section 3 of the Act. 

4.28. Whenever an employer is in default of Contributions payable 
under the Scheme and does not clear the dues within a reasonable 
time. the Regional Commissioner has to approach the State Govern-
ment concerned for sanction of proceedings of recovery under the 
Revenue Recovery Act of the State. The State Government accords 
sanction for recovering the amount from the defaulting employcr.t 
Thereafter, the Collector or any officer appointed in this behalf pro-
ceeds to recover arrears together with interest and cost of process 
(as provided for in the Civil Procedure Code), by the sale of the 
defaulter's movable and immovable property or by execution against 
the person or defaulter. After the attached property is disposed of. 
the proceeds so colected are pa:id to the Employees' Provident Fund 
Organisation. 

--------_._-•. __ .- . 

tAt the time of factual verification~ the Minjqtry have stated as follow,:-
''Thi~ particular po-;itiol'l obtlli"s fltill o'1ly itl Otle or twO States. In the r~t of the 

States. the pOwer to S1l'1ctio'1 certificate proceedht!~ ha- heen delegate::! by the State 
Governme lt to the Oistt. ColJector~, and the RPFC i. have to approach the respective. 
Di.tt. Collector; ec>ch tim>!_" 
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4,29. The following figures showing the number of certificate pro-

ceedings launched and the amounts of. arrears realised by resort to 
Revenue Recovery proceedings against unexempted establishment 
during the four years ending in 1967-68 have been furnished to the 
Committee: -
._- .. _._---

Year 

(i) 1964-65 . 

(ii) 1965-66 

(iii) 1966-67 

(if)) 1967-68 

Amount of arrear dues 
realised 

• Rs. I' 42 crores 

RB. I' 57 crores 

Not readily availa"le 

Rs. I' 71 crores 

No. of certificate 
proceedings 
launched. 

4109 

4366 --_.- . __ ............. _--- _. __ ._-_. __ ......... _. 
The number of certificate proceedings launched during the 6 years 

-ending 1967-68 is given below:-

Year 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

----- -----..... _ ..... _--_._-----
No, of Total 
certificate Amount of 

proceedings contribu-
launched, tion 

received. 
(cloth exempted and . 

unexempted establishments) 
--..... -------

(Rs. in crores) 
5681 73' 18 

4270 

50 73 

90' 52 

116' 36 

148'35 

174'99 

(ii) Pros6c-uti0A8 under Section 14 of the Act. 
4,30. A second device adopted by the Organisation is to prosecute 

-the defaulting establishments in courts under Section 14 of the Act. 
After a preliminary report by the Inspector, the State Governments 
accord the sanction and the establishments are proceeded against in 
-courts, . • 1 
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The maximum punishments prescribed for imp6S1tton by Cnutts 

for contravention of the prov~sion of the Act are simple imprilonment 
upto a period of si:k months, or fine of RI. 10001.. or both for each 
default. 

"-81. Government have stated in a written note that considering 
the scale and nature of defaults, the prosecutions launched under 
Section 14 of the Employees' Provident Funds A:ct are not'sufticiently 
deterrent as will be seen from the type of penalties actually imposed 
by Courts. T1l1 the end of October 1969, a total of about 26,600 cases 
under Section 14 have been decided by Courts out of which the 
Organisation has been able to secure about 18,800 mJnvictionj. Out 
Df this large number of convictions, imprisonments were awarded in 
only 18 cases (0.1 per cent). Fines ranging over rupees 100 and upto 
rupees 250 were awarded in 1192 (6.3 per cent) cases and flnes over 
Re. 250 were awarded in only 556 (3 per cent) cases. 

(iii) Levy of Penal Damages. 

4.:12. Under Section 14-B of the Employees Provident Funds Act. 
19!12, the appropriate Government has the powers to recover damages 
on helated payments from the employers of defaulting establish-
ments. The following Penal Damages are recoverable trom the e~ 
ployer of a defaulting establishment on amounts not punctually 
pairl: :-

S. Nos. of default One Over Over Over Over Over 
month or one tW(t three fOUT five 

less month months months months montha 
uptotwo upto three upto four upto five 
months months months months 

............... 
ntdefault 2% of s% of 10% of 15% of 20% :of 2S% of 

arrears arrears arrears arrears arrears artellrs 

2nd default 5% of 10% of 1,% of 2b% of ~S%fIf 
arrears arrears arrears arrears arrea" 

3rd default 10% of IS% of 20.% of. 2S%of 
arrears arrears arrears arrears 

4th default 15% of 20% of 2S%O( 
arrears arrears arrears 

sah default ~%of .:tS% of 
In''e8n .arreart 

6th default 
2S% of 
arrcan . 

---_._---_ .. _-- ~ 

3955(D) LS-6. 
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Grace Period:-

(i) Five days of grace is allowed to employers for paym~t 
of Provident Fund contributions during which no damages 
are levied; . . 

(il) For delays upto 15 days including five days of grace, 
damages at half the rates laid in the table in the above para. 
are levied. 

The damages act as a deterrent for habitual defaults and are re-
coverable on contribution. 

4.33. Even for recovery of these penal damages, the sanction of 
the State Government is required under the Aqt. The Ministry have 
t'larifled that only the appropriate Government has the power to 
recover damages on belated payments from the employers of 
defaulting establishments. Since the Act itself has delegated the 
powers as appropriate Government to the State Government in all 
cases. irrespective of the amount involved, sanction of the State Gov-
ernment or levy of damages ,is absolutely necessary. 

4.34. The total amount of arrears of Penal Damages on contribu-
tion (in unexempted establishments) and on Administrative and 
Inspection charges (in unexempted and exempted establishments) 
as on 31st March, 1967, 1968 and 1969 is as follows:-

_._--_. -_._--------------_ .. - - - -_._----

Penal Damages on :-

(i) Contributions 

(ii) Administrative & Inspection 
char,es 3'32 

(iv) ProBecuticms under SectionB4061409 IPC. 

lRs. in lakhs) 

164'66 192'55 

4.35. Prosecutions under Sections 406 &; 409 of lPC for criminal 
i:lreRch of trust are launched and conducted by the Organisation itself 
directly against establishments where Provident Fund Contributio~ 
are deducted from the workers' wages and are not remitted to the 
Fund. 
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4.36. It has been stated that till the end. of March, 1969, action 
~ad be~ initiated under Section 4061409 IPC against the emplo;vers 
in 120 cases for not remitting the worlters'. share of contribuijon 
'Which was deducted from their wages. So far, the following 5 cases 
have resulted in conviction:- ' 

----------.- ----------_._-_.----
S .. 
No. 

Region Name of the 
establishment 

Name of the 
ac~e" 
persons 

Punishment 
awarded 

--_. ---_. ------- -----_._- -----
.I. Maharashtra 

. 2. Do . 

:3. D:). 

Do. 

Standard Rubber . Shti M.e. Desai 
Moulding Co., Proprietor. 
Bombay. 

Eastern Mech~ni
cal Works, 
Bombay. 

(i) Shri Ramanlal 
Manila! Joshi; 

(ii) Shri Pradeep 
KUmar Raman 
Lal, Partners. 

Gautam Silk Mills, Shri Gokaldas 
~regaon. . Gordh&n Gane!lani 

Proprietor. 

Prabhat Ele~ic 
Equipment 
Corporation Pvt. 
Ltd., Bombay. 

'S!iri g.J.·Thakar, 
Propriatt:r. . . 

s. MadhYa Pradesh K. S., Nazarali 
Milts, Ujjain. 

. (I) Smi Mohd.. 
HussaIn; . 

(:b) Shri Akbarali. 
both sOOt of Shri 
:Nazarafi ""d 

. Proprietor Of the 
Mills,. 

4 months 
rigorous 
imprison-
ment. 

Fine of 
Rs. so/-
each or in 

default 
simple im-
prisonment 
for two 
weeks. 

Simple im-
prisonment 

for fifteen 
days and fine 
of R'J 500'-
and in defaut 
to suffer 
simple im 
prisonment 
for IS days. 

One day's· 
simple im· 
prisonment ' 
and fine _Qf 
R!I.3061- and 
in de(ault • 
3 mQnth-
rigorous im::.. 
prisonmeilt. 

Fine of Rs.· 
250/- each 

with rigorous 
imprison-. , 
ment itt 
default for" 
3 montbs. 



RoZe oj State Gove11tmmts in Legal Machi"ery 

4.37. The reasons accotding to Government for such poor recovery 
is that usually the State Gqvernments exhibit a great reluctancy tQ-
initiate legal proceedings. During Evidence, the official representa-
tive clarified the role and view points of State Governments as· 
follows:-

"The efficacy of the l~gal measures depends on the cooperation 
which we are able to get from the State Governments. We 
do not always have this Cooperation, because State Gov-
ernments sometimes also look at this question from a 
different angle as r suppose they have to. From their point 
of view it is not a question of recovery from the Organisa-
tions which are weak financially, but it is a question of 
ensuring that in the process of recovery the establishment 
does not close down altogether and thereby lead to un-
employment and economic distress .... the State Govern-
ments have necessarily to balance these factors, whereas 
the authorities of the Provident Fund say that it may be 
recovered; the State Government also say 'Yes' but side by 
side you see that the establishment does not close down. It 
has become more important issue in the case of textile 
mills, employing thousands of workers. Sometimes, they 
(the State Governments) are a little hesitant to prosecute 
under Section 14 or 8". 

He further clarified that the Organisation depended entirely on 
the State Government even for public sector undertakings. First, 
th~ former initiated proceedings, and obtained the sanction of State' 
Governments who sometimes did not give it or asked the revenue' 
au,horities to go alow With. recovery. Th~fter, the p'MSecution 
was JMD'l£hed by the OI1gutsation who had to bear the expenditure. 
The~ Vlere the difficulties and reasons' for mounting arrears pri-
Marily fn~e textile industry. 

The Government representative further stated that this was a 
cumbersome procedure and he was not happy with it. He agreed:' 
with the· recommendation of the National Commission on Labour for-
grant of summary powers for enforcement of contributions like-' 
Income Tax as provided fn ~tion 221 of Incom~ Tax· Act. 

o • j,. 

4.38. 'l'he Commlttee tin. that in an etlort to eompel defaultinz 
establishments to ccmapl,with the provisions of the Ad and the 
~e the prunuy J'iOIe .. ito be played by the State Governments. 
fte Caannittee recomm...utthat it should be the utmost endeavour of. 
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.he Belioaai Commiuioners to seeure ClI .. eeoperat.iea of thfl State 
oGovernm .... and keep a eoDitllDt liail.,» ",Ida the c!OIleel'lleti ofGeerl 
ia the Siaas. At tile lIUIle time they are apecMd tv utilHe methods 
Gf persDUion and persaaI eoutacts witla .. eAabii.shm8llts with • 
view to recover dues to tb.e maximum exteDt p8ll8iWe. 

4.39. The Conunittee realise that the puBis_e .. t provided for 
.uDder Section 14 of the Ad is Dot aD adequate and sufBc:ieDt dl'ter-
rent a,ainst habitual defaulter,s. From the facts funlished to the 
Committee, it is clear that in the majority of cases, fines of Donlinal 
amounts have been imposed by courts. It would appear that a de-
faulting establishment would rather prefer to pay 1I0minai ftDes a .. dl 
,~r suffer simple imprisonment instead of paying up the arrears In 
default. The Committee, therefore, recommead that the penal pro-
vilions should be made more stringent and effective as early as POi-
sible. 

(v) Success of Legal Machine1"y and its adequacy. 

4.40. It is seen that under the Act, the co~ctve processes so far 
in vogue thus comprise: (i) recovery of amounts due 'as arrears of 
land revenue under section 8 of the Act; (li) levy of penal damages 
under Section 14B ibid; and (iii) prosecution of defaulting establish-
ments under Section 14. The Employees' Provident Fund authorities 
recommend to the appropriate Government to adopt one or more of 
-the above penal processes to recove,r the 8lTeal' dues. The powers 
to enforce these processes successfully, however, solely vestwftb the 
appropriate Government. The Employees' ProVidenf Fqnd authori~ 
,ties have no authority in the. matter. . 

. 4.41. During their siudy tours, the Comtnittee were informed that 
the ~ting measW'8S anci :penal ptovisiOll&,hav8. ~t been s.ciently 
deterre;nt 8nd effecti.~. It was also suggested that imprisonment 
must be made a. cOlnpulsory part of the seJiteoce or punishment 
:awarded b.y Courls. 

It has also been pointed out that in the ~a&tbaB. Region the 
main defaulters are textile mills and engineering firms. Four such 
textile Mill" had been taken ovet' by authorised ,ContrGllers. The 
State Government have declared these miilsas unemployment relief 
undertakings and the controllers have not been pIll'inC. even employ:-
ees' share of the contribution, leave alone clearance of past arrears. 
Proceedings initiated under Section 8 of the Act for realisation arrears 
had met with no success as the Collectors were not prone to take 
attachment proceedings. Prosecutions launched UDderaectioa 14 of 
the Act or under Sections 406 and 409 of I.P.~.h~ beeJJ,. pendhlg for 
a Humber of years in courts ant! were of little avail. 
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4.42. A point which was brought to the notice of the Committee 
d~ing their Study Tours was that while the responsibility for ad-
ministering the Act lay with the Regional Commissioner, the powers 
for prosecution vested in the State Governments. This was an in-
compatible position. 

4.43. The Committee have also been informed that in the Patna 
re,~ion large amounts were not recovered, due to the fact that penal 
provisions were not deterrent. Besides, the magistrates/judges were 
very much over-worked and disposal of such cases took considerable 
time. It was suggested that special magistrates/judges should be 
appointed to try E.P.F. recovery cases. -

444. In almost all the Regions visited by the Study Groups of the 
Committee similar complaints were voiced by the Regiona] Commis-
sioners. 

4.45. In a note furnished to the Committee, it has been stated that 
under the Employees' Provident Funds Act, enforcement of the pro-
visions of the Ad .in so far as it relates to prosecution under section 
14, proceedings of 'revenue recovery or imposition of damages for 
delayed payment:& vests in the appropriate Government. 

As the· Regional Provident Fund Commissioners are not subordi-
nate to the appropriate Government, the powers of the State Govern-
mentS wb.ere. they are. the appropriate Governments under Section 
8, 14 and 14B of the Employees' Provident Funds Act, 1952 cannot be 
delegated to the Regional Provident Fund Commissioners by virtue 
of the ),p!l,itatio~ impos~d by section 19 of the Act. The question 
of suitablyamendingseC:tion 19 of the Act inter-alia to provide for 
delegation' of powers of the appropriate Government to the Central 
ProVtdefftFuild Commissioner and other ofticers of the EmpJoyees' 
Provident Fund Organisation is stated to be under the Central- Gov-
ernment's conSideration. 

4.46. In a subsequent note, it has been mentioned that "the .pro-
posalsimmediately under consideration are, inter-alia. to entrust the 
Regional Commissioners With powers to ranction prosecution pro-
ceedings under the Act and to issue recovery certificates by suitably 
amending the provisions of Section 19 of the Act. The proposals 
were circulated to the State Governments along with several other 
proposals. A number of State Governments have opposed the pro-
posals. Meanwhile the National Commission on Labour have also 
made a recommendation on this issue. The Report of the National 
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Commission on Labour was discussed· at the 26th Session of the 
Indian Labour. Conference held on the 12th and 13th November, 
1969 and necessary follow-up actiOll is being taken ih the matter." 

4.47. The Committee feel that these coercive processes can be sn.c-
ct!ssfully applied in cases of establishments which are financially 
sound but deliberately withhold payment. However, the legal ap-
paratus has proved ineffective in deatin, with units which are finan-
cially weak-the sick textiles mills being a notable example. In such 
ca~es, the appropriate Governments have been found to be reluctant 
to take steps when they result in premature closure of the establish-
ments leading to the unemployment of workers. This allprOftch too, 
is responsible for accumulation of provident fund arrears fur which 
the Act itself bas no answer. The prospects of realisation of provi-
dent fund arrears from such weak units will, to some extent, depend 
upon the revival of the industry concerned. It is encouraging to 
note that economic conditions in trade and industry is now improv-
ing. This will have a wholesome eff~ct on realisation of arrears also. 

4.48. The Committee also note that legal processes arc Dot very 
effective in the case of some of the hardeneld defaulters who though 
few in number, account for a large part of the arrears. The Com-
mittee suggest that Government should consider the feasibility of 
providing compulsory imprisonment in the ease of prot;ecutions 
under Section 14 of the Act and the imposition of more .stringent pen-
alties including fines for every day of continued default!. 

4.49. The Committee agree with the recommendation of the 
National Commission on Labour that defaults should be made cog-
nizable under the Indian Penal Code. 

4.50. The Committee feel that the Central/Regional Commission-
ers should have suftlelent powers for sanctioning prosecutions vested 
in them, as also the power to Issue recovery certiflcates and recom-
mend that Section 19 of the Act might be suitably amended immedi-
ately to delegate the powers of appropriate Government to the Cen-
tral Provident Fund Commissioner and other officers of the Organi-
sation. They would, however, urge that the powers so delegated 
might be used with caution in close cooperation with the Stftte Gov-
ernment. 

4.51. The Committee further recommend that the State Govern-
ments may be persuaded to specify adequate number of Magistrates 
to deal exclusively with enforcement and prosecutions under the Ad. 
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01.52. The C8QI.IDittee ~se, sUU-.t dwlt Gove1!lUDeDt mipt cOB.inr 
tlw ~~ility of ~ertiD' p~vision aimi1ar to Section 331'" of the 
Income Tax Al(t, 1"" in the E.r.F. At* as this would have OGBsider-
able eftect in enabling speedy liquidation of arrears. 

(vi) J70p0sals 1'ega1'din.g dues !rum Silk Mills 

4.53. On being asked to state, what would happen it a ;ftrm WAS 
unable to contribute dl.le to recession, or closed down altogeth~r, th,e 
representative of the Ministry informed the Committee that the Em-
ployees' contributions would have to be made good by the Organi-
sation as the Special Reserve Fund unde.r the Employecl:!' Provid~nt 
Funds Scheme ensured that the employee did not los~ his money. 
There was, however, no insurance for employers' contrihutiQn. :ije 
pointed out that the condition in the industries was improving. Only 
in tBe event that the employer had no asset for recovery, the em-
ployee stood to lose employers' contribution. 'rhere was I10 pro'lisi(m 
in the law to show a soft comer to employers an,d. the Organis~ticm. 
could not ignore the fact of arrears. He al~ st~ted that 60 per cent 
of the arrears were in the Textile industry. Further, he gave the 
following break-up of the arreas:-

(i) Major Industries 

'Textiles 
Blectrical, Mechanical or General 
T. ' 
(ii) 3 other ~r'CIi1 (Mt m.ntip~) 
(iii) Other industries (not mentioned) 

TOTAL, 
" EP ( 

Arrears (In crores) . 

Ra 
8' 39 '\ 
I·S8}. 
O'40J 

Ra 

. , 
13'96 

"'Section 221 of the Indian Income Tax Aet, 1981 reads at' folIows:-

221, 0) WIlen· aQ. ~s~essee is ill def~~lt or 11 deemed to be in de-
fa \lIt ~n IIlaldng apasment of tax, he sb,aU. i:q addiU9. to th.e alBount 
of the arrears and the amQ\Jnt of interest payable under Sub-seetion 
(~) ()f &ec;:tiqo 220, be llable to pay by way of penalty, an amount 
which, in the case of a cOlltin~ing default, may be inCreased. fr(!)ll\ 
time to time, so however, that the total amount of penalty does not 
exceed the amount of tax in arrears: 

Provided that before levying any such penalty the asse!lsee shaU 
be given a reasonable opportunity of being heard, 

(2) Where aa a r~sult of any final order the amount of tax, with 
respect to the default in the payment of which the penalty was levied, 
has been wholly reduced, the penalty levied shall be cancelled and 
the amount of penalty paid shall be refunded. 
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A si,(n.ificant point to note is that 60 per cent of the total arrears of 
R~. 13.9.8 Cl'Ottls of cQntrlbutioDS pertain to textile mills, most of which 
are in such a critical condition financially on account of recession 
that either they have closed down or are on the verge of closing 
down. 

4.54. As regards a sugeestion that sick mills should be exempted 
from the ope.ration of the Act for a specified period to enable them 
to pick up, the Government have explained that the existing provi-
sion of the Act while permitting grant of exemption to a class of 
establishments, does not permit exemption from the provisions there-
of being granted to individual establishments on grounds of financial 
difficulties. While grant of exemptions from the provi.31ons of the 
Act in individual cases is justifiable in cases of proved hardship, it 
i8not unlikely that. once such a provision is made, there would be 
pressing demands for exemption from even fil'lancially viable estab-
lishments on the plea of financial difficulties-. Besides, this would 
impose on the Government an added burden of having not only to 
decide in which cases indiVidual establishments may be granted ex-
emption, but also to review cases of individual establishments perio-
dically to satisfy itself whether the establishment continues to be 
financially weak or has reeovered from its financial troubles . 

. 4.55. The Committee are of the view that in case a, mill or estah-
lishment is unable to pay up the arrears aad 1$ en the ver.,e of clos-
mg .. down or falls sick, the Central Government/State- Govcrnmeat 
should cOD.8ider providing all possible assistance to the mill by way 
of loans and/. advaJlc~ or tak. sudl' otJ.q. -.it .... .teps u maJ! 
be considered nece888l'y with a view to- I'8JaaWli,* it aDd to 5af ... 
guartf th~ interes.ts of t~ ~ork ... 
(vii) Recof'e,,!/ of employees~ contributions: 

4.541. A suggestion was made to the Committee. that in. case further 
deterrent measures are to be introduced for recove.ry of contributions 
from the defaulting establishments, those measures s"(Juld relate to 
arrears Qf employees' contributicns only deducted from wages but 
not deposited with the Fund and should exclude employers' contri-
butions which should be regarded as a civil liability to be recovered 
in the form. of land revenue. 

4.57. Reacting to the above suggestion, Government have stated 
that as at present recourse to prosecutions under Section 406/409 of 
the Indian Penal Code is had only in respect of arrears of contri-
butions deducted from the workers' wages but not remitted to the 
Fund. Iuly proposals providing for further deterrent measures 
shQuld, in their view, equally apply both to the employers~ share as 
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well as the employees' share and there is no ju~tification for taking 
any retrograde steps resulting in discrimination between the tW() 
shares. 

4.58. During the course of evidence, it was pointed out that consi-
derable sums of money on account of employe,~s' share of the con-
tribution and deducted by the employers had not bee~ remitted to 
the Fund. 

It has been stated earlier that out of the total of 9.35 crores of 
rupees, 5.79 crores of rupees i.e. 62 per cent represented employers' 
share and 3.56 crores i.e., 38 per cent represented employees' share 
of contributions. In view of the tendency among employers to hold 
back the employees' contribution, the official witrles3 was asked 
whether it would not be possible for employees to pay thelr contri-
butions direct to the Regional Provident Fund Commissioner. In a 
note submitted to the Committee ii has been stated a~ follows:-

(i) "At the end of 30th June, 1969, there were 34.43 lakhs of 
subscribers of unexempted establishments ~pread over the 
entire country. If each member we.re to deposit his share 
of contribution every month in the nearest branch of the 
State Bank of India or were to send his share of contribu-
tion by cheque or money order direct to the Regional 
PX:0vident Fund Commissioner, mnumerablp. complications 
would arise. 

(ii) It would be impossible for the Regional Office either to 
cope with the trementious volume of work or to keep a 
constant watch on paymeM'1)f contribution liy each mem-
ber every month. At present the watch iii kept· only on 
the establishment as a whole, in relation to non-receipt of 
amount relating to any employee therf!of. 

(iii) In the event of default by the member it would be ex-
ceedingly difficult to take legal action against him. 

(iv) Because of the large number of members it will take a 
number of years to reconcile the accounts of a particular 
year as the amounts would be remitted by each member 
by various methods. 

(v) Watching of payments by the members every month would 
bea stupendous task. 

(vi) As the establishments have been sprpad over the entire 
country, the Employees' Provident Fund Organisation 
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cannot make arrangements for directly rezeiving contri-
butions every month from the. member. 

(vii) The wage periods being different collection of contribu-
tion every month at the time of disbursement of pay is 
not possible. 

(viii) Lot of risk is involved if the system of collecting workers' 
contributions directly from them is introduced." 

4.59. The Committee, while noting the difficulties pointed out by 
the Government in adopting the course of recovery of employees' 
contribution directly from them, would like to emphasise that Gov-
ernment should give serious thought to the problem of default by 
employers in regard to the payment of employees' contribution al-
re'ady deducted from their wages but not deposit~d Bod devise some 
effective method to ensUre that employees' contributions are invari-
ably deposited in the Employees' Provident Fund by the employers. 
regularly. They would like Government to examine, in this con-
nection,the feasibility of providing by law the collection of employ-
ees' contribution from the employers as cess or excise duty or alter-
natively the desirability of takiag advance depositlt frnm the employ-
er.s or bauk guarantees in favour of Central Board of 'l'rustees from 
them with a minimum fixed' percentage of the total contributions 
(both of employers aad employ~) required to be remitted by them 
to the Fblld as a measure of seeurity against default. The quantum 
of advance depeslts or the 8D101IDt of bank guarantee may be work-
ed out by actuarial experts. 



CHAPTER, V 

INVESTMENT POUCY 

A. Pattern of Jnv~stment 

5.1. Under Section 5 ~ with item No. 6 of Schedule II to the 
"Employees' Provident Funds Act, 1952 which inter alia lays down 
-that the investment of monies belonging to the Fund will be made 
in accordance with any directions isued (ft conditions specified by 
the Central Government, the following provision exists in the Em-
ployees' Provident Funds Scheme regulating th~ investment of provi· 
,dent fund monies: 

5% (1) "AU monies belonging tG the Fund shall be deposited 
in the Reserve Bank 01' the (State) Bank of India or in 
such ~her Sc!hedtHed Banks as may be approved by the 
Cen.tral Govemment, from time to time or shall be imtest-
ed, SUbject to such directioas as the Central Governmellt 
may from time to time give; in the securities ment10Md 
or referred: to ill clauses (8) to (d) 01 seet10n 20 of the 
Indian Trusts A~ 1882 (2 of 18~ ,provided that.uell 
iecUI1ttes are payable 1Mtb itt respect at capital and ia 
respect of in1tereet in In.dfa''. 

5.2. Section 20 of the Indian Trusts Act, 1882. provides as fol~ 
lows:- ' 

Where the trust-property consists of money and cannot be 
'applied immediately or at an early date to the purposes of 
the trust, the trustee is bound (subject to any direction 
contained in the instrument of trust) to invest the 
money on the following securities, and on no others:-

(a) in promissory notes, debentures, stock or other securities 
of any State G<tvernment or of the Central Government, 
or of the United Kingdom of Great Britain and Ireland: 

Provided that securities, both the principal whereof and the 
interest whereon shall have been fully and unconditionally 
guaranteed by any such Government, shall be deemed, for 
the purposes of this clause, to be securities of such Gov-
ernment; 
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(b) in bcmds,1iebem.tures andannuitiea eharged or secured by' 
the Parliament .of the United Kingdom before the fifteenth 
day of August, 1947 on the revenues of India or of the 
Go-vernor-General in Council Or of any Province: 

Provided that, after the fifteenth day of February, 1916, no 
money .shall be in~ested in any such annuity being a ter-
minable annuity unless a sinking fund has been establish-
ed in connection with such annuity; but nothing in this 
proviSO shall apply to investments made before the date 
aforesaid; 

(bb) in India three and a half per cent. stock, India three per 
cent. stock, India two and a half per cent. stock or any 
other capital stock which befoTe the 15th day of August, 
1947, was issued by the Secretary of State for India in 
Council under the authority of an Act of Parliament of 
the United Kingdom and charged on the revenues of India 
or which was issued by the Secretary of State on behalf 
of the Governor-General in Council under the provisions 
of Part XIII of the Government of India Act, 1935; 

(c) in stock or debentures of, or shares in, Railway or other 
Companies the interest whereon shall 1tave been gua-
ranteed by the Secretary of State for India in Council or 
by the Central Government or in debentures of the Bom-
bay Provincial Cooperative Bank, Ltd., the interest where-
cn shall have been guaranteed by the Secretary of State 
for India in Council Or the State Government of Bombay; 

(d) in debenturesoro1:her securities fOr money issued, under 
the authority of any Central Act or Provincial Act or 
State Act, by or on beha~ of any municipal, body, port 
trust or city improvement trust in aQYPN~i4ency town or 
in Rangoon Town, or by o'l' on behalf of the trustees of 
the port of Karachi: 

Provided that after the 31st day of March, 1948, no money 
shall be invested in any securities issued by or on behalf 
of a municipal body, port trust or ~tty improYetMnt trust 
in Rangoon town. or by or on behalf of the trustees or 
the port of Karachi; 

(e) on a ftrst Mortgage of imIiloveable property situated ih 
any part 01 the territories to whieh thls Act extends: I*ro-
vided that· the property is not a leasehold for a tern'l of 
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years and that the value of the propet'ty exceeds by one-
third, or, if consisting of buildings, exceeds by one-half, 
the mortgage money; 

or 
(f) on any other security expressly authorized by the instru-

ment of trust, or by any rule which the High Court may 
from time to time prescribe in this behalf: 

Provided that, where there is a person competent to' contract 
and entitled in possession to receive the income of the 
trust-property for his life, or for any greater estate, no 
investment on any security mentioned or referred to in 
clauses (d), (e) and (f) shall be mad~ without his consent 
in writing. 

5.3. The PI'O'Vident Fund monies or accumulations for the purpose 
-of investment are constituted of: 

(i) Contributions of employers and employees. 

(ii) Administration and Inspection charges realised from em· 
ployers. 

(iii) Penal damages imposed and realised from employers. 

(iv) Amounts forfeited to Reserve and Forfeiture Acoount. 

5.4. Since the inception of the Employees' Provident Funds 
Scheme in 1952, upto the 30th September, 1969, a total sum of 
'Rs. 958.22 crores (Rs. 479.35 erores of which were contributed by un-
-exempted establishments) has been invested in Government or Gov-
·ernment guaranteed securities. 

The folk1wing flgures give the amounts invested yearly by un· 
·exempted establWlrnents for the four, years ending, 1968-69:-

1965·66 
1966-67 
1967-68 
1968--69 

Rs. 45.95 crores 
Rs. 60.07 Crores 
Rs. 59.75 crores 
Rs. 62.61 crores 

During the quarter ending 30th September, 1969 alone, Rs. 17.52 
crores of rupees had been invested by unexempted establishments. 
The investible amount has been progressively increasing each year 
except in 1967.68, the fall in that year being due toa. pr<;>portionately 
-larger draft on the Fund. by the subscribers and a larger carry 'for-
ward of investible surplus. 
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B. Investment ·Pattern-its Evolution 

5.5 Originally under the directions of the Central Government, 
investments of the Provident Fund accumulations were being made 
·entirely in Central Government securities. The Central Board felt 
that the restrictions enjoined by these directions came in the way 
of securing a reasonable yield consistent with the rising interest 
rates. The Board were o'f the view that the discretionary restric-
tions imposed by Government were inequitable to the members of 
.the Fund whose interests the Board as trustees had a duty to protect. 

5.6. Pursuant to representations made by the Board from time 
to time, the Government of India had agreed, in the first instance, 
to permit investment upto 20 per cent in State Gmrernment securi-
ties and small savings, the rest to be made in Central Government 
securities including fixed deposits in State Bank. Formal directions 
were also issued on the 15th September, 1967 under Section 17 of 
the Employees' Provident Funds Act, making the revised pattern 
operative in respect of the exempted establishments. This pattern 
permitted fixed deposits in State Bank of India. 

5.7. On a further review of the question, the Beard at its meeting 
held on the 7th November, 1967 affirmed the view that there should 
be diversification of the investment in other trust securities as pro-
vided in the Indian Trusts Act, 1882. It was also suggested that part 
of the accumulations should be available for housing projects withoul 
prejudice to the security of the funds and a reasonable return. On 
a representation made to Government in this regard, Government 
proposed a phased modification of the pattern enhancing the portion 
available for investment in State Government and Government gua-
ranteed securities and small. savings to 30 per cent in 1969-70 which 
was not considered adequate by the B~rd. 

5.8. At itS meeting held on the 5th August, 1968, the Board eon-
sidered a further suggestion that the investment of the fund rDt')nies 
during the period September, 1968 to March, 1969 might confonnto 
the following pattern:-

·Oentral Government securties including small saving'! 65% 

State Governments and other Government guaranteed 
securitiC"s, like bond'! of Electricity Boards, State Hou'!ing 
Board, etc. 35% 

Government accepted the suggestion of· the Board and gave effect 
to' it by notifications issued on the 2~d August, 1968. 
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5.9. The investment pblWy was further libetalisedby Government 
on the recommendation of the Central Board of Tl'1.lsteeson the 
1olloWing pattern:-

(i) In Central Government Securities. Not less than 50% 
(ii) The balance in securities created and issued by State 

Governments, small savings and other securities guaran-
teed by the Central or State Governments. 

This policy was enforced fQ'r one year from 1-4-1969 to 31-3-197~ 
and is applicable both to exempted and unexempted establishments. 

5.10. The rate of interest earned on Central Government securities 
is 5! per cent and that of State Governmen~s. Sf per cent. 

5.11. The Committee have also observed that the rate of interest 
on subscribers' accounts was raised to 5l per cent for 1968-69 .a8 
against 5 per cent for 1967-68. In the exempted establishments, it 
was found that 45 per cent of the establishments had declared inte-
rest at different rates varying between 4 to 5 per cent and remaining 
42· per cent at rates above 5 per cent and the remaining 13 per cent 
had declared intere~t at less than 4 per cent. It is expected that 
with the adoption of revised pattern of investment by the exempted 
establishments, all of them will be in a position to declare interest 
at more than 5 per cent in the years to come . 

. -5.12. While discussing the desirability of further diverstficatwn of 
the pattern with reference to rate of interest, it was represeftted to 
the Committee on behalf of the employers that the p!'M'et1t rate of 
interest was very low. Investment of .tbe Pl'ov.ident Fund moneys 
should, . therefore, be mue 'in 'sound «>bcerns' of long-term nature 
a]so i.e. in non-risk undertaJdngs which would catty a higher rate of· 
interest i.e. 7 per cent interest or debentures guaranteed by the· 
State Government orReserv~ Bank. It was also suggested that 
investm,ent should be made upto 30 percent in ~he DOn-risky Private 
sector with 9~per cent debentures. 

5.13. The question of investing Employees' Provident Funds in· 
private secwr undertakings was discussed during evidenee with thA' 
Secretary of the Ministry of Labour and Employment and he stated: 

"Having regard too the nature of theseaceU1nulations, and one-
rous responsibilities which the Fund has about fulfilling' 
thtsv~ Unportant means of retirement benefit, it is a 
matter tot consideration whether investment . ii desirabl~' 
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in private industrial securities. In the first ,,place it may 
yield a slightly higher return but the private sectar securi· 
ties are liable to fluctuations. They have their ups and 
downs and the Fund cannot be sure of the assured incoma 
out of which it can pay annual return on the accumula-
tions standing in the name of each worker". 

He added that even as a pilot project, he did not feel it advisable 
to invest in private sector securities. 

The witness also pointed out that: 

OJ. • • • •• these are trust funds and the Central Board of Tru8-
tees are under an obligation to ensure that the trust is 
fully honoured and fulfilled. AB I said a litUe while 'lOt 
the investment in private sector' might fetch a higher 
>:'eturn some times, but not very much higher than Cen-
trallState Government securities because the premia l1ere 
are much higher for buying shares ...... there is also an 
element of risk. So far, the Central Board at Trustees 
which includes representatives of employers as well alot 
workers, as well as Central Government have not been An 
favour of the investment in the private sector". 

5.14. While giving reasons for Government not following the pat-
tern adopted by the Life Insurance Corporation for the investment 
in private sector securities, the Secretary of the Ministry of Labour 
and Employment stated:-

", .... , We have considered this but we have, for the reasons 
that I have indicated, come to the conclusion that this 
would not be a desiraDle thing for us to do. Also for 
various reasons, these accumulations have been considered 
by Government as part of the Plan resources to be used 
for development purposes. So far as the private sector 
industry is CO'ncerned, there are other resources of f1lnds 
which are available to them. . . . .. Both the Central Board 
of Trustees of the Fund and the Ceritral Government are 
at present of the opinion that it would notbe' desirable 
to invest in private sector securities. So far as the Life 
Insurance Corporation is concerned, I might also mention 
that life insurance is purely voluntaryvthereas these con-
tributions made by workers are of a compulsory nature. 
There is just that difference." 
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Asked how he made such a fine distinction between the two, the 
witness stated: 

"One reason might be that insurance fund accumulations have 
traditionally been a source <1f funds for the private sector 
and at the time of nationalisation, Government gave an 
assurance to private sector that this source of financing 
would continue to be made available to them." 

5.15. The Committee understand that interest to the tune' of 
Ba. 13.84: crores accrued on investments during 1967-68 as apinst 
as. 11.84 crores in 1968-67. They are happy to note that the rate of 
interest bas steadily grown over the years rising from 4.75 per cent 
to 5-11' per cent for 1968-69. The Committ~ further learn that the 
Central Board of Trustees had decided to raise the rate of interest 
for the 1170-71 to 5.7 per cent. This is a matter for gratification. It 
is thus evident that this higher return on accumulations is the direct 
result of the liberaUsation of investment pattern during 1967 -G8. 

5.16. While appreciating Government's concern in not taking any 
risk in the matter of investment of Provident Fund monies in the 
private sector securities and debentures, the Committee consider 
tJaat there is scope for further diversification of the pattern of 
investment with a view to obtain greater return on investmenbi. 
The Committee recommend that Government should consider the 
feasibility of investing a portion of provident fund accumulation in 
the Unit Trust of India, gilt-edged securities, Municipal Corpora-
tions, Bouing Boards and similar bodies where Government gua-
rantee Is provided. 

C. Investment Policy 

(1) .How Investment Policy is decided 

. 5.17. In accordance With the provisions of paragraph 52(1) of the 
Scheme, though the Ministry of Finance has to lay down the pattern 
for the investment of Employees' PrOVident Fund monies from time 
to time, in actual practice, the views of the Fund are invariably 
taken into account before the pattern is prescribed.. 

5.18. Normally. the procedure followed in the matter of formula-
tion of the investment policy has been as follows:-

(1) The Central Board of Trustees discusses in the first W'-
tance the manner in which the investment should be re-
gulated and makes specific proposals to the Government. 
Sometimes the Ministry of Labour, Empfoyment and Re-
h9bilitation informally explores the areas of agreement 
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with the Ministry of Finance before the matter is diSCUS9-
ed at the Central Board of Trustees level. 

(U) The Government in the Ministry of Labour, Employment 
and Rehabilitation consults the Ministry of Finance IUld 
afw thrashing out the matter with the Ministry of Fin-
ance and obtaining their concurrence to an agreed pattern 
notiftes the same for observance by the establishments 
(both exempted as well as unexempted). 

{Ii) ABlocia.tion oj Ministry of FiM'ltee 

5.19. Till 1967, the pattern was finalised either through informal 
-discussion in-advance or through the normal channels of correspond-
-ence with the Government of India. Active association of the repre-
1J8ntative of the Ministry of Finance concerned with the subject of 
investment Of Fund monies, even at the stage of deliberation of 
the matter by the Board of Trustees took place in the 37th and 38th 
meetings of the Board held on 29th January, 1968 and 30th April, 
1968 re&pectively when the pattern was liberalised to include invest-
ment of 35 per cent of total investible funds in State Government 
and GovernmentlUaranteed securities. Subsequent Uberalisation 
upto 50 per cent in the State Government and Government guaran-
teed securit~s as per the current pattern, was evolved at the Gov-
ernment level by prior discUssion and agreement with the Finance 
Ministry at the Ministry level before the Central Board of Trustees 
-discussed the matter. 

5.20. The representative of Ministry of Finance is, therefore, 
associated with the Central Board of Trustees deliberations when 
it is anticipated that the recommendations of the Board would not, 
in the normal course, carry conviction with the Ministry of Finance. 
"Where the recommendations have a reasonable chance of getting 
accepted through normal channel of processing or through informal 
diSCUSSions, the Ministry of Finance is not troubled at the stage of 
deliberation&' in the Central Board of Trustees. Such a flexible 
approach which has worked satisfactorily in the past, is intended to 
be followed in future too. I 

(iii) Associa.tion of Reserve Bank of India 

5.21. As regards the association of the Reserve Bank of India, 
1Government have submitted that generally the Reserve Bank of 
India has not been associated at the lime of formulation of the 
mvestment policy applicabJe for a particular period. It is only at 
the time of the implementatiC?n of the investment policy and the 
regulation of the Jnver;tments in line with the pattern laid down by 
the Ministry of Finance that the Resel've Bank of India comes into 
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the picture as all the invesimentsare done through the Reserve 
Bank of India. During the course of implementation of the policy, 
if any cUfticulties are experlenced, th(:se are inv81'inbly resolved in 
consultation with the Reserve Rank of India. 

5.22. The Committee SUl'gest that an Investment Committee may 
be constituted for the purpose of advising the Central Board of 
Trustees in matters relating to the investment of ita funds. Tho 
aforesaid Committee may consist of per80RS haviDc special know-
ledge and experience in financial and. banking matters, particularly 
matters relating to investment of Funds. 



CHAPTER VI 

ADVANCES, CLAIMS AND BENEFIT SCHEMES 

A. Non-Refundable Advances 

(i) Scope of Advances 
6.1. Till 1956-57, the only advance available to the Members was 

the one for financing the Life Insurance Policies. At present, how-
-ever, non-refundable Advances are admissible to the Member of the 
.Fund for the following purposes:-

(i) After a minimum of 2 years membership of the Fund, for 
payment of premium on his Life Insurance Policy. 

(ii) Advances for purchasing a dwelling house (out-right or 
on hire-purchase basis), a dwelling house privately or 
under Subsidised Housing Scheme for Industrial Work-
ers or constructing a house under the Low Income Group 
Housing Scheme or for the additions, substantial altera-
tions or improvements necessary to the existing dwelling 
house. 

(iii) An advance of Rs. 30 for purchasing shares of Consumers' 
Co-operative Society which aims 'at a minimum member-
ship of 250. 

(iv) In cases of hospitalisation, major surgical operation, tuber-
culosis, leprosy, paralyr.is, cancer Or asthma of the mem-
ber or the members of his family . 

.(v) When he is ,thrown out of employment, due to temporary 
closure of the factory or establishment for 15 days or 
more. 

(vi) In the case of individual retrenchment pending final with-
drawal, a member is allowed at Member's option, 116th 
of amount standing to his credit per month of six months. 

(vii) In the case of Marriage of daughters and post-matric edu-
cational expenr.es of dependent children, upto 50 per cent 
of employees' total contributions. Thls will be subject to 
the conditions that (a) the total amount at his credit with 
interest is not less than Rs. 5001- (b) a second advance wfll 
not be admissible.· (This facility has been only recently 
introduced.) 

(viii) In the case of damage to property (movable or immovable) 
caused by a calamity of exceptional nature, upto Rs. 200/-
or 50 per cent of members' own share, to meet any unfore-
seen expenditure.·· 

*Viie Government of India Noti4cation No. 3(I9)/68/PFII dated l4tb July 1969. 
- -Vide G:)Vern'lle'1t of rndia Notilk.ition No. JO/24169-pp·n dated 2o-rr-69. 
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6.2. The Committee have been informed that during 1968-69, the 
regions disposed of 1,47,349 applications for advances and a total of 
Rs. 3.61 crores was paid out on this account as compared to a total 
of Rs. 2.90 crores paid during 1967-68. This indicates that the inoi-
dence and volume of advances has been steadily increasing over the-
years. 

6.3. The Committee also understand that cases of abuse of the 
facility have come to notice. On an average, during a year, 1,50,OO() 
applications for advances are disposed of. It is reported that during 
the last 12 months 2,123 cases of abuse of grant of advances for 
construction of dwelling houses had come to··,notice. The following 
steps are stated to' have been taken to check further abuse of the 
facility, in future: -

(i) The establishments have been instructed to verify and re-
commend only genuine cases. 

(ii) The recognised TradefLabour Unions are requested to 
cooperate in checking the abuse. 

(iii) In doubtful cases, the Provident Fund Inspectors are de-
puted to check up and report on the genuineness of the 
need for the advance applied for. 

(iv) In suspicious cases, production of the proposed sale deed 
in adequately stamped judicial paper is insisted upon. 

It was represented to the Committee on behalf of the employers 
that the present provisions in the sdieme for grant of non-refundable 
advances to members were too liberal and there should be no further 
liberalization as it would militate against the spirit of the scheme 
which was essentially an old-age, .security measure. Asked to state 
his reactions to this suggestion, the Secretat;y to the Department of 
Labour and Employment stated during evidence as follows:-

"We tried to limit the purposes for which non-refundable ad-
vances are to be made having regard to the basic objec-
tive which is really to provide retirement benefits. We 
do not consider it very desirable that funds should be 
drawn up for other purposes." 

1.'- Having regard to tho fact that the Employees' Provident 
Fund Scheme is basically a scheme for Retirement Belieftt, the Com-
mittee consider that further Hberalisation of the Seheme for non-
refundable advanceS is not desirable. If most of the savings of an 
employee are exhausted in the shape of advanceS before actual re-
tirement, the primary objective of the 8chemewill be defeated. This 
IIpart, further liberalisatton would mean further loss of money to the 
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FlUId, ,reduction of investment capacity and the need for devisinr a 
System· for ehec:king misuse involvinl a heavy burden on tho admi-
nistration. Moreover liberalisation on encourBles spend-tluiftness 
aDI.ODC ,4Dployees. A further factor militating against liberalisation 
is the scOpe for the misuse of the provisions of advances as has been 
already evidenced in the case of house building loans. .. 

6.5. The Committee, are, therefore, of the view that, for the time 
being, the existing provisions in the Scheme in regard to sanction of 
Don~refundable advances adequately meet the purposes for which 
they were framed. The Committee would, however, suggest that th" 
operation of the present scheme for such advances may be closely 
watched and the position reviewed after a period of 5 yean, with a 
view to examine whether there is any case for further liberalisation. 

6.6. With a view to cheek the abuse of the facility reganlinl grant 
of advances for bouse construction, the Committee recommend that 
whenever, after sanction of the advance, the case turns out to be sus-
picious, physical verification at site may be carried out by the m.-
pectors at periodic intervals and reports made to the Recional 
omee. 
(ii) Delays in Disposal of Applications fOT' Advances 

Pending Applications fOT advances 
6.7. The Committee have been furnished the following statement 

showing the latest number of applications for advances pending for 
disposal with the Regional Offices and the longe&t period for whIch 
an application is pending:-

Name of advance 

I. For financin& of Life Insu-
ranee Policy (Para-62). 

2. For Ccurcbaae of dweU~ lites 
or ouaes or conatru on of 
houae (para 68-B). 

3· Unemployment relief Advance 
on closure of establishment 
(para 68 H). 

4. For serious illness (para 68-J) 

S. FOr daughter's marriage (para 
68-K). 

No. of No. of Lon~lIt Reasons for the lonaat 
ApplicatiODl oldest period or pendency 

pendin, ~ pendency 

29 2 

1913 18 

2401 34 

213 29 

148 6 

-------------------2 Supporting docu-
menta called for. 

12 Genuineneu under 

10 

10 

2 

verification. 

Delay in depoait of 
past accumulations 

and ~ain wandoc 
requtrements by 
Employer and 
Employees. 

Documents not fur-
nished by claimant. 

Standard application 
form was not fiDaHa-
ed. 

6. Advance for purchase or tene- 3 3 
menta under lubaidized 

4 Want of required 
documents ' 

Housing Scheme (para 68-C and 
68'-0) ---_._----------
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Time Limit for Advcmc.es 

6.B. The Ministry have also explained in a written note that there 
is no time-limit as such which 'has been prescribed for the purpose 
of grant of any of the advances. The Regional Commissioners have 
however, been given instructions to dispose of applications for the 
grant of advances expeditiously. 

Reasons for delay: 

6.9. It has been stated that the reasons for delay in dispoaal of 
applications could be broadly categorised as follows:-

(~) Applications are submitted incomplete. 

(ii) Applications are not sent in the pr.eacribed forma. 

(Hi) Title deeds and declaration forms are not attached to the 
applications. 

(iv) Unattested documents and unsigned applications are sent. 

(v) Medical certificates are incomplete. 

(vi) The claims include those for diseases not covered by tIae 
Scheme. 

(vii) Medical certiftcates from those not authorised to issue the 
same under the Scheme are submitted. 

(viii) The member does not indicate whether beneftt under the 
Employees' State Insurance Scheme has been exhausted or 
not. 

6.10. The Committee are given to understand that as' regards me-
dical advances, studies made by a Study Team of the Department 
of Administrative Reforms had revealed that in Delhl region the 
average time taken for grant of house building advances was 95 
days and for medical advances, 93 days. Government state that this 
does not, however, represent the general picture for all regions. 

The only measure so far adopted to expedite claims was to ask 
Regional Offices to make expeditious payments after satisfying them. 
selves that the papers are complete in all respects and the members 
have the title to receive the amount. 

6.11. The Committee are concerned to note that there iA DO time 
limit prescribed for grant of advances. The Committee reeommeu.d 
that specific time schedules should be evolved by the Employees' 
Provident FuDd Organisation for Jl'8nt of the various advanees de-
pendln, on the nature of the advance appUed for. The Commlttee 
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would suggest a maximum limit of 2 months for sanction of heavy 
SlQIlS of money for house construction etc. and graded lesser periods 
for other advances. They also feel that for small advances, the appli-
caUOlU' should be disposed of within 7 days. Such a self-imposed 
Umlt, except In exceptional circumstances would cut administrative 
delays largely. 

6.12. As regards applications for medical advances, the CoDlDlit-
tee would like that these ar-e scrutinised. and promptly disposed .. 
normally within seven days. In emergent cases, where the appli-
cant is seriously ill, provisional advances should be made nfter veri-
fying the available balances at his credit, if formal sanction is like-
ly to entail delay, In this connection the Committee would like to 
draw the attention of the Government to the recommendation made 
by the Department of Administrative Reforms regal'ding introduc-
tion of a coloured application form for Medical advances, which they 
are inclined to endorse. 

6.13. The CommiUt->e would like to point out that while the main 
cause of delay m the expeditious payment of advances is the. ftlIIDg 
up of mcomplete applicationa, the Organisation has so far taken 80 
corrective measures in this regard The Committee would therefore, 
suggest that the fonowing steps may be taken by the Organisation 
to mbUmise delay. arising out of filling up of Incomplete applica-
tion.s:-

(I) An Employees' Guide on Advances may be prepared· and 
printed in Hindi and in all the regional languages with 
standard fonns of applications for each kind of admissible 
advance and distributed free of cost to all the subscribers 
for their guidance. 

(Ii) It should be made incumbent upon the Employers to 
arrange for cheddng at the spot whether the applications 

are complete in all respects and In the event of any laea-
nae to get them rectifted by the applicants then and there 
before forwardJnw them. 

B. Refundable AdvanceslLolDs to Members of Fund 

Sta.tutory provision for advances 

6.14. The Committee are given to understand that on several 
occasions the question of granting refundable advanceS' to the mem-
bers of the Fund had been examined in great details. Iri fact, pro-
vision for grant of refundable advances for serious or prolonged fU-
ness of a member or a member of his family had been made by in-
corporat,ing para 68-A in the Employees' Provident Funds Scheme 
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in April, 1959. This amendment was brought into force with effect 
from 1st March, 1956 as such advances were being granted from that 
date. But this facility was withdrawn with effect from 20th January, 
1962. Provision was however again made in the Scheme in January 
1964 for granting non-refundable adVlances for the above-mentioned 
purposes. 

The Scheme also provides for granting refundable advances out of the employers' share of contribution where members have already 
been granted one or more non-recoverable advances to the full ex-
tent from their provident fund account. 

6.15. Government have further stated in a written reply that the 
Ad hoc Committee appointed by the Central Board of Trustees to 
examine matteri' relating to default in payment of Employees Pro-
vident Fund dueS, had also ~xamined the question of granting re-
fundable loanS' for certain specified purposes in order to prevent the 
members from being forced to take loans from private money lend-
ers at exhorbitant rates of. interest. The Committee had finally re-
eommended unanimously that the Scheme for channelling funds for 
advancing refundable loans to Employees' Fund members through 
Credit Cooperatives might be tried on a pilot basis. It has been de-
cided to try the scheme on a pilot Oasis at four different centres. The 
matter is at present Itated to be under correspondence with the Re-
gistrars of Cooperative Societies. It is only after their reaction is 
known that further action on this issue can be taken. 

Difficulties experienced in grant Of refundable loana 

6.16. Asked to state Government's reaction to the introduction 
of refundable advances schemes, Government have expressed the 
view that taking into consideration the basic principle laid down for 
instituting a compulsory contributory Provident Fund Scheme to 
provide a substantial amount to the worker after his retirement 
from gainful employment, there should be no provision for grant of 
advances except payment of life insurance premia. If, however, 
for any reasons provision has got to be made for paying other types 
of advances, then they should only be of non-refundable nature. In 
the case of refundable advances a lot of administrative work is 
thrown on the Organisation an recovery of the advances is requir-
ed to be watched every month. Further, these amountt; would have 
to be posted in the Ledger Cards etc. Considering the very large 
number of members of the Fund, this administrative work would be 
very taxing and complex. In the case of defaulting establishments 
the amount recovered from the workers' wages towards payment of 
nrlva~ces would 'almost certainly be retained by the employers. Thus 



the amount in default would increase, and the Organis~tion would 
be saddled with an additional financilll liability. 

6.t1. The Committee appreciate the views of the Govemmeait that 
the sanction of refundable advances would involve adminhJtrative 
difticulties as a watch will have to be kept on the refunds of loans 
taken by the Members of the Fund. They would also not like the 
Orpnlsation to be burdened with additional flnancial diftlculties. In 
their opinion, the present restrietiODS in this behalf are desirable. 
However, the Committee would like to stress that the scheme of 
claanneWn, refundable loans thro~h credit cooperatives might 
be expedited and flnalised at an early date. 

C. Final withdrawals and settlement of claims 

6.18. Under: the Employees' Provident Fund Scheme, a member 
can withdraw the full amount standing to his credi,t in the Fund in 
the following events:-

(i) Retirement from service after attaining the age of 55 years; 

(if) retirement on grounds of permanent and total incapa-
city for work caused by bodily or mental infirmity; 

(iii) migration from India for permanent settlement abroad; 
(iv) termination of service as the result of mass retrench-

ment; 
(v) cessation of implementation of. the Act in the establish-

ment in consequence of the employees' strength fa11ing 
below 15 and remaining so for a year; 

(vi) transfer of a member on the closure of an establishment 
where he is employed to an establishment not covered 
under. the Act; 

(vii) transfer of a member from a covered establishment to 
another establishment not covered under rt:he Act but is 
under the same employer; and 

(viii) discharge from st¥'vice and the member having been paid 
the retrenchment compensation under the Industrial Dis-
putes Act, l1M7. 

In the events mentioned at (i) to (v) above, a member would 
get his accumulations immediately and in other events at the end 
of six months if he has, during that period, remained unemployed 
or has been employed in an estahlishment not covered under the 
ACft. 
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6.19. During 1967-68, a swn of Rs. 24.03 crores in respect of 2.49 
lakhs claims for final settlement was paid as against Re. 15.76 crores 
in respect of 2.16lakhs claims for 1966-67. A sum of Rs. 96.92 crores 
has been paid upto the end of March, 1968 in respect of 16.43 lakhs 
claims since the inception of the scheme. 

6.20. The number of claims per 1,000 subscribers, and the average 
payment per 1,000 claims in unexempted establishments during the 
:8 years ending 1967-68, was as under:-

-----------------
Period No. of Amount 

claims paid per 
settled 1000 

per 1000 claims 
subscri- settled 
hers. (Rs. in 

lakhs) 

----------------------
1900-61 

1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

57 4'17 

57 4'68 

55 5'66 

60 5'24 

62 5'97 

6S 6'97 

69 7'29 

75 9' 63 
--_ .. ----

The position of the claims for: tinal settlement as on 31-3-1989 is 
-as folJoW'B:-
-- ---------------._------- -------- ---- ----
Narure of 
application 

. Claims for final 
payment 

Balance 
brought 
forward 

_. - -- -------

No. No. Balance 
received disposed carried 
during the of during forward 
year the year 

Amount 
paid out 

Rs 

21 ~32I 2901 • 19 
Lakhs 



101 

Out of 21,321 pending claims for final settlement, four have 
been t;>utstanding for over one year. 

6.21. The Employees' Provident Fund Organisation and the 
Government have also been receiving complaints about the non-
settlement of claims. DUring 1969 (30.6-1969) in 8S many as 1,059 
such complaints had been received. 

6.22. Giving the reasons for delays in settlement of claims, Gov-
ernment have stated that delay takes place if the Employers do not 
submit returns and/or pay provident fund contributions in respect of 
such persons. If the contri'butions and returns are in order, nonnally 
the claims are settled without any delay. Actually 90 per cent of 
the claims are, as a rule, settled within a period of one month from 
the date of their receipt in the Regional OfIlces. If the employers 
do not pay the contributions, the workers' claims are settled partly 
i.e. the amount received from the employers plus the amount de-
ducted from the worker's wages but not transferred to the Fund. 
The remaining amount is paid as and when received from the 
employer. 

Government have also stated that settlement of claims for longer 
periods have been due to the following reasons: 

1. Delay in submission of death certificate by the heirslno-
minees of the deceased persons. 

2. Delay in obtaining of family membership and guardianship 
certiftcates from the CiviliRevenue authorities. 

3. 1:>elay in submission of succession certiflcate from courts of 
LawlAdminfstrator General by the rival claimants. 

4. Delay in sub~isaion of death duty clearance certiftcate. 

As regards delay in obtaining of family membership and guard-
iaDlhip certificates from the Civil/Revenue AuthOrities, the Central 
Provident FUnd Commissioner during the course of evidence stated: 

"If the person himself is to receive the benefit of the provident 
fund, then we have got the details of his address in his 
flnal application. We Bend the amount 'by)fO or by 
cheque. If the member is deceased, we have to give the 
money to his dependants or successors. Then alone, if 
there is no nomination executed by him, the question of 
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inquiry arises. In respect of claims upto Rs. 5,000, we 
settle them in execution of indemnity bonds. Beyond 
Rs. 5,000, we insist up a succession certificate." 

On being pointed out that delay was also due to making police 
enquiry for settlement of claims, the Secretary to the Department 
of Labour & Employment clarified: "I cannot visualise a situation 
where the Provident Fund authorities have to consult the POlice 
in this manner. If there is any such practice, I think we will put 
a stop to it." 

6.23. The Committee, while appreciating that 90 per cent of cale" 
of settlement of claims are settled with expedition, are unhappy to 
note that there are as many as 21,321 claims outstandinc for settle-
ment as on 31St Mareh, 1989. The Committee feel that the Organisa-
tion should make the maximum efforts to clear the backlog of thew 
ilrrears by the end of 1970 at the latest. 

6.24. They feel that when the delay is solely due to the noo-
submission of contributions and returns by the employers they 
should be asked to submit them within a stipulated time-limit. Over 
and above, that, Inspectors should be deputed to get the required 
returns from the employers with a view to make expeditious settle-
ment of claims. 

The Committee also feel that where the delay in settlement of 
claims Is due to lIelay in obtaining death certiticates by heirs/nomi. 
nees of the deceased persons, from the Civil/Revenue authorities, the 
Govemmeat shoulcJ.examlne the desirablllty of giving adequate 
1IIBcretion to the Rerlonal Provident Fund Comm18s1oners to decide 
the Issue of succession OIl the avaUable evidence and not to Insist on 
their formally obtaining family membership and guardianship certi-
fteates from Civil!Revenue authorities. 

D. Relerve and ForfeitUJ:e Account 

6.25. In cases other than those mentioned in para 6.18 supra, 
withdrawal of accumulations can bel had subject to the following for-
feiture of employer's share of contribution, if the member (a) being 
a foreign national is leaving India at least for a year, or (b) hAS not 
been employed in any estabUsbment to which the Emplo~f'es' Provi-
dent Funds Act applies for not leas than six months preceding the 
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date of his application for withdrawals: 

Period of Membership 

Less than 3 years 
3 years or more but less than 5 years. 
5 years or more but less than 10 years. 
10 years cr more but less than IS years. 
IS years or more 

Forfeiture 01 empj~')
er's contribution and 

interest thereon 

7S% 
5°% 
2S% 
IS% 
Nil. 

'This Forfeiture Scheme applies also to termination of an employee's 
service for alleged misconduct. The sum total of such accumula-
tions constitute the Reserve and Forfeiture Account. 

6.26. The Government in a written note have clarified that in 
order to check the mobility of labour, to provide an incentive to tht 
workers to work in the same establishment for a ionger period and 
to provide himlhis nominees with a sizable amount on his prtlmature 
death, graded forfeiture of the employer's share has been provided 
for in the Scheme. The forfeiture of the employer's share has been 
in the descendiilg order to check premature withdraw~ls. If a worker 
is dismissed from service for serious or wilful misconduct, the em-
ployer's share of contribution upto a maximum in the last two com-
plete periods of currency of the contribution cards and that of the 
period of currency of the current contribution card may be forfeited 
to the Fund. As the employer has already paid his share of contribu-
tion, which is also a statutory liability, his share of contrlbuti(ln not 
paid to the worker is not returned to him (employer) but is credited 
to the Reserve and Forfeiture Account of the Fund which iR used for 
the general benefit of the workers. 

6.27. The various purposes for which the Reserve Fund in the 
Account have been used, include (i) expenses on MondRY Order 
Commission and grant of financial assistance to outgoing Mem.bers 
where inadequate deposits had been made by employers prior to in-
troduetion of· Special Relief Fund. and (if) transfer of accretions to 
(a) Special Reserve Fund and (b) Death Relief Fund. 

6.28. The Committee also note that uptodate the Organisation have 
as the net amount available in the Reserve and Forfeiture Aceotmt 
;a sum of Rs. 3.55 crol'el. 
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Eo Schemes· for BeJief 
(i) Speciat Reseroe Fund 

Origin and Purposes of the Fund 

6.29. The Special Reserve Fund was first constituted on the 15th 
September, 1960, out of the reserve funds in the Reserve and Forfei-
ture Account of the Employees' Provident Fund. Its purpose is to 
help the outgoing members or their nomineeslheirs when an em-
ployer fails to pay the whole or part of the Provident fund contribu-
tions in this respect to the Employees' Provident Fund. The estab-
lishment of the Special Reserve Fund in the Organisation helps In 
keeping a close watch on payments actually made to outgoing mem-
bers but not received into the Provident Fund as also on amounts 
subsequently recovered from employees. 

6.30. The Fund is operated upon as an imprest with a maximum 
limit of Rs. 25 lakhs accumulations. As soon as the arrears against 
which payment has been made from the Fund are recovered from the 
employers concerned, such amounts are credited to the Special 
Reserve Fund. The need for Increasing the limit has not arisen so· 
far. The position of the Special Reserve Fund, as on 31st March, 1969 
is shown below:-

Amount transferred to the 
Special Reserve Fund from 
the Reserve and Forfeiture 

Account 

Rs. 

75'00 

Amount 
recovered 

ft'Olll 
defaulting 

employers 

Rs. 

, Total Amount 
paid out 

to members I 
)1I1minces 

etc. 

Balance 
in the 

Special 
Reserve 

Fund 

(Rupees in lakh<;) 

Ro;. R~. Rs. 

Joz'o8 

Limit of Assistance 

6.31. Upto March, 1965, the outgoing members were paid amounts 
representing both the employers' and workers' shares of contribution 
not received from the employers. The assistance is at present 
available to the extent of only the employees' share of contributions 
actually recovered from his wages by the employer but not paid 
into the Fund. As the amount in default is much more than the 
Reaerve & Forfeiture Account accumulations and the chances of 
recovery of default BDl.ounts are very bleak, this deCision heR been 
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taken to conserve the furids lnthe -Acco6rit"~oridly, fnthe l'bt 
by the payment of the employers' shatein default also from the 
Special Reserve Fund, the employers - considered themselves tree 
from any pressure from the work~rsfor ipaying the amount'in de-
fault. Therefore, the employers were "Bot eager to payith~ dues forth. 
With, ::r'rr~ 

6,32, The Government have also furnished to the Committee the 
following table showingpartictUarsof the amoluit'. fydeitedto the 
Fund, amount transferred from Forleiture Account to SperJal Reserve 
Fund and amount paid from Special Reserve Fund tram October, 
1968 to March 1969 and also the figures pertaining to the years prior 
to 1965, 

---- ------.--------- -----
Month 

I 

October, 1968 
November, 1968 
December, 1968 
January, 1969 
February, 1969 
March, 1969 

Ratio prior to 1965 
1961-62 
1962-63 
1963-64 
1964-65 

Amount 
forfeited 

to the 
Fund 

Amount Amount 
transfelTed paid from 

to Special 
Special Reserve 
Reserve Fund 

Fw,d 

Percentage 
of 

(4) to (2.) 

(Rs, in lakhs)(Rs, in lakhs) {Rs, in lrkhl), 

2 3 4 5 

5'91 0'.54 
7'96. 0'48 
7'58 0'31 
8, 18 0'44 
7'43 0'31 

10'75 0'73 5'9% 

47,81 2.,81 
----

ZO'33 4'2.5 20'9% 
23,60 12'34 52.'3% 
33'93 20'00 16,88 49'7% 
42'64 3S"oO 20'55 48 '2% 

6.33. The Committee are happy to note that the amounts paid out 
from tile Special Reserve-FuDd baabeeiJ. p1tYSiC!alIydeereaSirig from 
48.2 per eentin 1964 to 5.9;ereent (of totalamcnints"forleitedf m 
March, 1969. The Committee also liote that the' Pe~~tage . of meb 
3935 (D) LS-8. 
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reliefcranted in 1968-69 u employers' share to the total accumula-
tions in the Reserve and Forfeiture Account viz. Rs. 3.55 crore. would 
be less than 1/3oth of total aecumulatioD8 in the account. The Com-
mitt~, therefore, are not iDdined to favour the decision to ronfine 
payments from Special Reserve Fund only to the extent of employees' 
share. They feel that payment of both employers' and employees' 
share. They feel that payment of both employers' and employees' 
to such an extent as to wipe it out altogether, particularly when the 
majority of employers are stated to be paying regularly tht"ir and 
employees' share of contributioDS. The Committee would, therefore, 
like to suggest that both employers' and employees' share of contri-
butions should be paid from the Special Reserve Fund in cases wbere 
the employers fail to pay their contributions in future. 

(ii) Death Relief Fund: 

6.34. The Death Relief Fund was set up with effect from 1st 
January, 1964 for affording financial assistance to the nominee/heirs 
of deceased members so that a minimum of Rs. 5001- was assured to 
the nominee/heirs of every deceased member, whose monthly pay 
and Provident Fund balance did not exceed Rs. 5001- at the time of 
his death. 

6.35. On the recommendation of the Central Board of Trust~e"l at 
their 42nd meeting, the Government of India had communicated 
their approval to raise the above mentioned limit from Rs. 5001- to 
7501- with effect from 1st August, 1969. This enhancement has been 
brought about as 11 measure of further relief to the nominee!hefrs of 
deceased members due to prevailing conditions of hardship. The 
actual amount of assistance given to a member is the difference bet-
ween the above-mentioned limit of financial assistance and the 
amount at the credit of the member, when the latter falls short of 
the said monetary limit. The maximum limit is Rs. 7501- itself. No 
time limit has been prescribed for making payment to the nominees! 
heirs. 

Sources of Fund and Limit of assistance 

6.36. The Reserve and Forfeiture Account is the source from 
which the Fund is fed bf' periodical transfer of amount under the 
authority of the Central Board of Trustees. 
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6.37. The Fund was started with a sum of Rs. 10 lakhs transfer-
red from the Reserve and Forfeiture Account. The total amount 
transferred to this Fund upto the end of March, 1968, was Rs. 36 
lakhs. In all, 11,364 claims have been settled so far and a sum of 
Rs. 26.84 lakhs was paid out till the end of March, 1968, since the 
inception of the Scheme, leaving a balance of Rs. 9.16 lakhs in the 
Fund as on 31-3-1968. 

6.38. The Committee regret to note that the Organisation havo 
not prescribed a maximum time limit within which payment should 
be made to the nominee (of a deceased subscriber) whose needs 
would naturally be emergent. Since the Death Relief Fund is a 
benefit primarily for those survivors of employees who expire 
during their term of employment in an establishment, the Committee 
feel that the payment of the sums from this Fund should be made 
with the utmost expedition. The Committee, therefore, recom-
mend that payment from the Death Relief Fund to the nomineel 
heir of the deceased should be made within 15 days of the death of 
the Member. 



CHAPTER VII 

GENERAL AND MISCELLANEOUS MATTERS 

A. AnttualReports 

7.1. Under Para 74 of the Employees' Provident Funds Scheme. 
1952, the Annual Report of the Organisation for each year is requir-
ed to be submitted to Government before the 30th Novem.ber of the 
following year and thereafter it is laid by Government on the Table 
of theLok' Sabba during the following Budget Session as a matter 
of practice though there is no statutory provision to that effect. The 
Reports for 1965-66, 1966-67 and 1967;.68 were laid on the Table of 
fheLok Sabha on 29-3-1967, 29-2-1968 and 24-4-1969 respectively. 

7:2. On perusal of the Repbrts, the Committee have observed that 
the audited statement of accounts o~ ihcomeand expenditure and 
the balance sheet for the previous year are not appended to the 
Report nor unaudited accounts for the year under Report are in-
cluded, therein, while in the case of the Annual Reports of the Em-
ployees' State Insurance Corporation both such Statempnts are in-
cluded together with a note indicating that the Income and Expen-
diture Statement and the Balance Sheet for the year under Report 
are still to be audited. Government have, however, stated that the 
matter was under consideration. 

7.3. The Committee have also observed that while the Annual 
Reports of the Employees' Provident Funds Organlsation are laid 
on the Table ot the Lok Sabha in the following Budget Sessions, 
there is almost a time lag of about one and a half years thereafter 
in laying the audited accounts of Income and Expenditure on the 
Table of both Houses of Parliament. The certified accounts for 
1965-66 were laid on the Table of Lok Sabha and Rajya Sabha on 
1-8-1968 and 2-8-1968 and those of 1966-67 were laid on the Table 
of both the Houses on 21-11-1969. The audited accounts for 1967-68 
have not yet been laid on the Table. 

The Committee have been informed that various time-consuming 
processes have to be gone through before the annual statements 
could be completed by the Central Office with the result that the 
Schedule of preparing the Consolidated Accounts by the end of 
January of the year following the year to which the accounts per-
tain could not be adhered to. Apart from the delay in the Central 
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Office, A.G.C.R. also takes considerable time for audit and certifica-
tion of the Con,solidated Accounts thereafter. All these factors put 
together contribute to such long delays in laying of these accounts 
on the Table of Parliament. 

7.4. The Committee are unhappy to note such long delays in 
laying the accounts of Income and Expenditure on the Tab1e of 
Parliament. Annual Reports without the accounts of income and 
expenditure included therein. are prone to give a distorted picture 
of assessment of the actual working of the Organisation in all its 
pepspedive. 

The Committee, therefore, recommend that suitable steps may 
be taken by Government to. re..-ove the hlcunae found in the work. 
ing of the Organisation in regard to preparation and consolidation 
of Accounts with a view to adhere to the time schedUle laid down 
in this regard. Government should also take up the matter of ex· 
peditious auditing and certiftcation of accounts with the Comp-
troller and Auditor General. 

7.5. The Committte further recommend that the Annual Report 
of the Employees' Provident Fund Organisation should be cast on 
the same pattern as that of the Annual Report of Employees' State 
Insurance Corporation and .include therein the audited Income and 
Expenditure Statement and the balance sheet for the earlier year 
as also the unaudited income and expenditure Statement and Bal. 
ance Sheet for the year under Report with a note indicating that 
they are still to be audited. 

7.6. The Committee would also SUggest that the practice of lay· 
ing the Annual Reports of the Organisation on the Table of the 
House should be given statw.tory recognition.s is the case with the 
Annual Reports of Employees' State In.urance Corporation and 
steps may be taken to amend tbe Emp)oyees'Provideat Funds Act 
accordingly. 

B. Publicity 

7.7. The Committee were informed that the following brochures, 
pamphlets and publications have been published by the Employees' 
Provident Fund Organisation and Government to publicise the 
benefits available under the Employees' Provident Fund Scheme:-

*Ci) Know your Provident Fund Sch~e. . 1 Print~c;! in the regi~ 
*(ii) Employers'Guiae . . . • l ona11anlUages apart 

*Ciii) Employe~s' Provident Fund at a Glance . (ftom Hindi and Eng-
Jlirh. 

·Publi shed by the Employees Provident Fund Organisation. 
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*(iv) 15 years ofExnphlyeel' Ptovident Fund. 
*Cv) Annual R-!port,. 

*Cvi) Hm.ibnk of L1bour Statistics. 

p .. intea b )tb in Hindi 
andEn~bsb. 

Published by the Mi-
nistry of Labour, 

Employment & Re-
habilitation. 

7.S. In addition, the following steps are also taken to publicise 
the benefits available under the Scheme:-

(i) Regional Commissioners occasionally give talks on All 
India Radio. 

(U) Inspectors, during the course of their inspections, meet 
the workers and explain to them the salient features of 
the Scheme. 

(iii) Under the workers' education training scheme, Regional 
Provident Fund Commissioners deliver lectures to the 
trainees on the working of the Act and the Scheme. 

7.9. While appreciating the efforts made by the Organisation to 
publicise the Scheme, the Committee feel that the step6 taken so 
far are not adequate enough to bring home to the wurkers, who 
are ~enerally uneducated, the objectives and the utility of the 
Scheme which is primarily meant for their benefit. 

The Committee, therefore, suggest that the following measures 
may be taken with a view to give wider publicity to the Scheme:-

(i) The brochures and pamphlets etc. should be printed more 
frequently with attractive get-up and should be distri-
buted to all the workers particularly the new subscribers 
at the time of their enrolment. 

(ii) Cinema shows on the pattern of Family Planlling shows 
may be shown to the workers from time to time. 

(iii) Documentary films may be made in collaboration wUh 
All India Radio and shown to employees from time to 
time. 

C. Con~erences 

Conference of Regional Commissioners 

7.10. Since the inception of the Organisation, five conferences of 
Regional Commissioners have so -far been held in August, 1963, 
April, 1964, March, 1965, August, 1966 and. September, 1969. 
---------------.--------------

·Pub Iished by the Employees' Provident Fund Organisation. 
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The matters discussed at these conferences broadly related to 

problems affecting the administration and working of the Employees' 
Provident Funds Act and the Scheme in the various States and sug-
gestions of suitable measures for effective implementation of the 
important provisions of the ActjScheme uniformly in all the Regions. 

7.11. It is stated that these meetings have been beneficial both to 
the Central Office and the Regional Offices. The Regional Offices 
get an opportunity to share the experience of other regions in solv-
ing problems of a common character like handling 01 recalcitrant 
employers, exercise of check over mounting arrears etc. The practi-
CRI difficulties experienced by the Regional Offices in implementing 
a~y decision etc. could be understood clearly by personal discus-
sion and the Regional Offices are also in a position to appreciate the 
basic approach of the Centre to the immediate problems. These con-
ferences also provide an opportunity for free and frank exchange 
of views between the Central Office and the Regional Commissioners 
and among the Regional Commissioners themselves, and are consi-
dered very valuable. 

7.12. The Committee welcome the idea of periodical Conferenres 
of Regional Commissioners for discussing matters of common inter. 
est and evolving measures and procedures fot- dealing with common 
problems. They, therefore, suggest that such conferences may be 
held by rotation at different regional centres, if considered feasible. 

D. Administrative merger of the Employees' Provident Fund with 
the Employees' State Insurance Corporation 

7.13. A recommendation for integration of the Employees' State 
Insurance and the Provident Fund Schemes was first made by the 
Study Group on Social Security in 1958. The Report of the Study 
Group was considered at tripartite Conferences. It was decided at 
the meeting of the Standing Labour Committee held in October. 
1962 that further consideration of the Report should be kept in 
abeyance for three years. 

7.14. In the meantime, the Employees' State Insurance Scheme 
Review Committee,a high level tripartite Committee, was set up 
by Government to review the working of· the Employees' State 
Insurance Scheme. It recommended the dean-ability of evolving a 
comprehensive scheme of social security covering in a single enact-
ment the varfousrisks of cessation of income or wage loss to which 
a wage earner is exposed. . 
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The recommendations of the Employees' State Insurance Scheme 
Review Committee were:-

(i) Action should be initiated forthwith to bring about the 
administrative merger of the Employees' State Insurance 
Scheme and the Employees' Provident Funds Scheme. 

(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 on Social Secu-
rity which should also form a strong financial and adminis-
trative base for inclusion of benefits which are at present 
not available. 

7.15. Asked as to steps taken by Govern~ent to implement the 
aforesaid recommendations, Government in a written note have 
stated as under:-

'In pursuance of the recommendation of the Review Com-
mittee, a draft Operational Plan had been prepared. It 
has also been proposed to set up a working Group to 
work out the administrative and legal aspects of the 
merger of the Schemes. However, in view of the setting 
up of the National Commission on Labour, further consi-
deration of the Operational Plan was deferred till the 
recommendations of the National Commission were 
known. 

The National Commission has made the following recommenda-
tions:-

Cl87 (a) The aim should be to work gradually towards a 
comprehensive social security Plan by pqoling all the 
social security collections into a single fund from which 
different agencies can draw upon for disbursing benefits 
according to needs. 

(b) It should be possible over the next few years to evolve 
an integrated social security scheme which will, with 
some marginal addition to the current rate of contribu~ 
tion, take care of certain risks not covered at present. 
This will be' limited to the benefits of (i) Provident Fund 
and retirementlfamily pension; and. (ii) unemployment 
uisurance." 'J . ' , 

It has been added that the Employeea' Provident, Fund Organisa-
tion is likely to continue as at present untU-mergertakes place. It 
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may be difficult to say even approximately when the merger would: 
take place. 

7.16. During evidence, the representative of the Ministry stated.. 
as follows:-

"So far as merging of the Employees' Provident Fund and 
Em.ployees' State Insurance are concerned, we prepared. a. 
tentative scheme for this. We found that many of the 
factors were not common in the sense that in the Emp-
loyees' Provident Fund we go upto Rs. 1.000 for member-
ship of the Fund whereas under the Employees' State 
Insurance it is only those employees who are drawing 
upto Rs. 5001- who are eligible. Under the Employees' 
Provident Fund the rate of contribution depends upon 
one's pay whereas under the Employees' State Insurance 

I 

that is a flat rate. So these 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 evolving an integrated 
scheme. We must not lose sight of the fact that such a 
merger would be justified if it results in better service 
and economy-if these conditions are satisfied-and r 
think we shall consider suitable schemes then for the mer-
ger of these two." 

Asked to state as to how long it will take Government to come-
to any conclusion in this regard, the witness stated: 

"This recommendation as well as other major recommenda-
tions of the Commission will be considered by the Indian 
Labour Conference· which is meeting in the middle of 
next month. After the diSCUSSion, I think Government 
will formulate their views and take decisions on these 
recommendations. It may take some months." 

7.1'7. The Committee are constrained to note that In spite of the 
fad that·. the propOaal for administrative merger of Empfoyees' Pro-
vi_t Fuad Seheme and· Employees' StateJaaoranee Seheme was 
mooted as far back .. in t9G8·1Ultl has been reeom:mended by two 
expert bodies viz. the Employees' State Insurance Scheme Review 

-Meet in&'ll were held on 12th, 13t,t, 14th Nl'!vember .. 1969 vide para 7.19 infra. 



114 

-Committee and the National Labour Commission, Government have 
not taken any concrete steps in this regard. 

They feel that the merger of the two Schemes would not only 
lead to substantial economies in the cost of administration through 
reduction in overhead costs, elimination of duplication in inspec-
torate and supervisory statl etc. but would also add to the conveni-
ence of the managements and the workers who would be required 
to deal with a single authority for all matters concerning the two 
'Schemes. 

The Committee, therefore, recommend that Govemment should 
lay down a target date by which the merger of the two Schemes 
should be completed and all legal and administrative 'Jteps required 
for that purpose should be finalised. 

7.18. They would further suggest that a Coordination Committee 
consisting of representatives of both the Organisations should be 
constituted to implement the Scheme so drawn up in this regard 
and to watch its progress. 

E. Special Schemes for Worl~ers 

(i) Unemployment Insurance Scheme 

7.19. The Committee have been informed that a limited scheme of 
Unemployment Insurance (Vide Appendix VII) based on contribu-
tions at pre-determined rates realised from the workers and emp-
loyers has been framed. The Scheme was circulated to a11 the Sta.te 
Governments for their comments. Almost all the States have 
agreed to the Scheme in principle. The National Commission on 
Labour, after examining the view points of the employers' Organi-
sations as well as workers' organisations, has recommendp.d that with 
due safeguards against contingencies mentioned by these organisa-
tions, the long term solution lies in adopting a scheme of unemploy-
ment insurance for all employed persons, the present schemes of 
retrenchment and lay-oft compensations continuing during the 
transition. The Commission have further stated in this connection 
that it should be possible over the next few years to evolve and 
jnte.~rate social security schemes which will, with some marginal 
additions to the current rate of contributions, take care of certain 
risk~ not covered at present by way of providing a retirementlfami-
ly pension and insurance against unemployment. 

The Committee have been informed that the Report of the 
National Labour Commission was placed before the Indian Labour 
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Conference at its 26th Session on the 12th, 13th and 14th November, 
1969 and necessary follow-up action is being taken up in the matter. 

7.20. The Committee hope that an early decision in the matter 
.(i.e. regarding introduction of Unemployment Insurance Scheme) 
would be taken by Government and steps taken to implement the 
Scheme as early as possible. 

(if) Retirement-cum-Family Pension Scheme 

7.21. The Committee have been informed that in December, 
1963, the Standing Labour Committee decided that a E'amily Pension 
Fund be created by setting apart a portion of the contributions of 
workers and employers to the two Provident Funds viz. Employees' 
Provident Fund and the Coal Mines Provident Fund. The Fund was 
to be created out of the difference between the normal rate of con-
tribution at 6t per cent to the Provident Fund and the enhanced 
rate of 8 per cent of both the workers and employers (i.e. 3t per 
cent) and to pay a minimum pension of Rs. 251- per month to 
dependents of members who happened to die prematurely. Later. 
it was decided that the feasibility of a Retirement-cu.m-Family Pen-
-sion Scheme for the members of the two Provident Funds _ (to be 
financed from the accumulations in the Funds) be examined. For 
this purpose, a Working Group was set up in 1964 with terms of 
reference to conduct an actuarial investigation and determine to 
what extent the Fund created would be able to meet the require-
ments of the Family Pension and Retirement-cum-Family Pension 
Scheme in view. 

7.22. The Working Group submitted its Report to Government on 
the 31st October, 1968. The Group has recommended that it will be 
feasible to finance a family pension scheme for members of the 
two Provident Funds, providing for payment of family pension 
at 15 per cent of pay subject to a minimum of Rs. 251- per month 
from a Fund created out of 3t per cent of the wages. According to 
the Working Group, it will also be feasible to finance a Retirement-
cum-Family Pension Scheme from a Fund creRted out of 8 per cent 
of wages in respect of members of the Employees' Provident Fund 
if Family Pension is paid as stated above and if retirement pension 
is paid at the rate of 11160 of the average wage for th'" last 3 years 
subject to a minimum of Rs. 251- per month. For similar benefits, 
the rate of contribution in respect of a member of the Coal Mines 
Provident Fund will exceed 8 per cent of wages. 
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7.23. The National Commission on Labour in their Report are in 
favour of conversion of a part of Provident Fund into a retirement I 
family pensions. Conversion of a part of Provident Fund into 
retirement-cum-family pension is desirable_ In cases where the 
rate of contribution from employers and employees is raised to 10-
per cent, a portion of the contribution should be converted. into pen-
sion payable to the worker, or in the event of his death to his 
dependents (to be defined) upto a certain period. Pensionary bene-
fits should be worked out on the basis of 4 per cent to start with. 
The remaining 16 per cent should be paid back as Provident Fund 
accumulations. 

The Government have stated that the matter will be examined 
and necessary follow-up action will be taken. according to the deci-
sions anived at. 

7.24. The Couunittee hope that an early decision in the matter 
would bt! taken by Government. 

The Committee are also glad to know from. the Budget Speech 
of the Prime Minister that Govenunent propose to supplement the 
contribution of employers and employees by a contribution from 
the Govemmeat to make up a separate fulltlfrom which family 
pellfJions as well lUI a lump sum payment wiD be made to the bene-
ficiaries of an emplQyee in the event· of his deatlt. 

NEW DELHI; 
March 21, 1970 
Phal9una 30, 1891 (S) 

M. THIRUMALA, RAO~ 
Chairman, 

Estimates Committee. 



APPENDIX I 
List of industries/classes of establishments to f.Dhich the Employees' Provident 

Ftmds Act, 1952 appUes. 
(Vide Paras I. 18 and 2' I of Report) 

Ortginal application to six indus-
tries: 

Prom 1St November, 1952 
(I to 6'1 

Extension to additiotlai indus-
tries and classes of establish-
ments : 

(I) Cement; 
(2) Cigarettes; 
(3) Electrical, mechanical or g'!neral engi-

neering products ; 
(4) Iron and Steel; 
(5) Paper 
(6) Textiles (made wholly or in part of cotton 

or wool, or Jute, or silk wht'the 
natural or artificial); 

(7) EJible Oils and fats; 
,(8) Sugar; 
(9) Rub1:er anu rubber prl"'ducts; 

Prom 3WJuly, 1956 
(7 to 19) 

(10) Electricity including generation; tra'lS-
mission and distribution thereof; 

(II) Tea (except in the State of Assam where 
the Government of Assam have instituted 
at separate Provident Funds Scheme for 
the industry includin~ plantations); 

(12) Printing including the process of com-
posing types for printing; printing by letters 
preSS,llthography. phf)togravure or other 
similar process or bnok binding but ex-
cluding printing presses, covered und.'!r 
"News-paper establishments" to which the 
Employees' Provident Funds Acthlis so-
parately been extendea und("r Section 150 
the Working Journalists (Conditions of 
Service) and Miscellaneous Provisions Act 
'!"9$S; 

(13) Stone-ware pipes; 
(14) S11hitary wares; 
(IS) Electrical porcelain insulators ofhii!:h and 

and low tension; 
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(16) Refractories; 
(17) Tiles; 
(18) Matches; 
(19) Glass; 

NOTE 

Till th~ 31st March, 1962, theSchemewasnotapplica1)le to the followins:-
(i) Match factories having annual production of five lakhs gross boxes 

of matches or les~ ; 
(ij) Such Stlass factorit"s other lhan ~heet Slass and glass shell factories 

a.r have an ir.stalkd capacil y l·f 6co tons per mor.tb or less. 

Prom 30th September, 1956 
(20 tn 23) 

From 3W D£cemb8r, 1956 

Prom 3WJanuary, 1957 

Prom 30th April, 1957 
(26 to 30) 

Prom 30th November, 1957 
(31 to 37) 

(20) Heavy ana fine chemicals, including:-
Ci) Fertilizers; 
em Turpentine; 

Ciii) Rosin; 
(iv) Medical and pharmaceutical preparation;. 
(v) Toilet preparations; 

(vil Soaps; 
(vii) Inks; 
(viii) Intermediates, dyes, colour lakes a ne! 

toners; 
(ix) Fatty acids; 
(x) Oxygen aCc."tylenc and carbonidioxide 

gases. (The Act was actually enforced 
in this industry with effect from the 31St 
July, 1957); 

(21) Indigo; 
(2.2) Lac including she1lac; 
(23) Non-edible vegetable and animal oils and 

fats; 
(24) Ncwspaper establisluncnts; 

(25) Mineral oil rt.fining; 

(26) Tea plantations (other than the tea planta-
tions in the State of A8sBn"I); 

(27) Coft'eeplantations; 
(28) Rubber plantations; 
(29) Cardamom plantations; 
(30) Pepper plantations; 

(31) Iron-ore mines; 
(32) Manganese mines; 
(33) Limestone mines; 



From 30th April, 1958 

Prom 30th April, 1959 

Pr., 31St May, 1960 
(40 to 41) 

Prom 30thJrme, 1960 
(42 to 43) 

Prom 3Ist December, 1960 
(44 to 46) 

Prom 3ISt May, 1961 

Prom 30 th June, 1961 
(48 to 52.) 

Prom 3IStJuly, 1961 
(53 to 57) 

Prom 3ISt August. 1961 

Prom 30th NO'l)ember, 1961 
(S9 to 60) 

Prom 3ISt December, 1961 

Prom 30th April, 1962 
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(34) Gold Mines; 
(35) Industrial and power alcohol; 
(36) Asbestos cement sheets; 
(37) Coffee curing establishments; 

(38) Biscuit making industry including com-
posite units making biscuits and pr0ducts 
&uch a~ hrcad, confectionery and milk 
and milk powder; 

(39) Road me-tor transport establifhmcnts: 

(40) Mica factories; 
(41) Mica mines; 
(42) Plywood; 
(43) Automobile servicing and repairing; 

(44) Rice milling; 
(45) Dat milling; 
(46) Flour milliniJ; 

(47) Starch; 

(48) Hotels; 
(49) Restaurants; 
(so) Establir.hments cnpged in the storage-

or transport for distribution of petroleum 
or natural gas or products of eith~r petro-
leum or natural gas ; 

(s I) Petroleum or natural gas exploration ;. 
prospecting, drillin~ or production ; 

(52) Pl!trolet'm or natural gas refining; 

(53) Cinf'1'1'l8S including preview theatres; 
(54) Film Studios; 
(55) Film production concerns; 
(56) Distribution concerns dealing with ex-

posed films; 
. (57) Film processing laboratories; 

(58) Leather and leath'!r products; 

(59) Stor:e-ware jars; 
(60) Crockery; 

(6r) Every cane farm owned. by the owner or 
occupier of a sugar factory or cultivated by 
such owner or occupier or any person on his 
behalf; 

(62.) Every trading and conunercial establhh-
ment enpged in th'! purchase, sale or 
storage of any goods, including establish-
ments of exporters, importers, advertisers,. 



.Prom 30thJr,me, 1962 

.Prom30rh Srepttmabsr, 1962 

.From 3Ist October, 1962 
(65 to 69) 

,"Prom 3Ist December, 1962 

:From 31St March, 1963 

.Prom 30th April, 1963 
(72 to 76> 

;From 3Ist May, 19563 
(77 to 79) 

From 31St Aupst, 1963 
, (So to 81) 
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" cOmmissiOn agents and brokers, and com-
mOdity and stock exchanges, but not includ-
ing banks or ware-houses established 
u'ilaer any Central or State Act; 

(63) Fruit and vegetable preservation; 

(64) Cashewnuts; 

(65) Establislunents engaaed in the processing 
or trea"tJllent of wood including manufiit-
ture of hard-board or chip-board, jute or 
textile, wooden accesso~S", cork products, 
woOderi furniture, wooaen sports, goods, 
cane 'or bamboo products, wooden battery 
sepaiatOl'S ; 

(66) Saw mills; . 
(67) Wood seasoning kikls; 
(68) Wood preservation plants; 
'(69) Wood workshops; 

(70) Bauxitemines; 

(71) COnfectionery; 

(72) Laundry and laundry services; 
(13) Puttons; 
(74) Brushes; 
(15) Plastic and plastic products; 
(76) Stationery products; 

(77) Theatres where dramatic performances or 
otherfonns of entertainment ate held and 
where paYment is required,to be made for 
admiSsion as audience or spectators; 

(78) Societies, clubs or associations which pro-
vide boarding or lodging or both or facility 
for amu$ement or any other service to any of 
their guests on payment; 

(79) Companies, societies, a!!sociations. clubs, 
or troupes which give any exhibition of 
acrobatic or other performaneesor both, in 
any'8rena circular or other wise «perform 
or permit any other form of entertainment 
in any place, 0' her than a theatre, Ilt\d 
reqlure payment for admission into such 
exhibition or entertairment as spectators 
or audience. 

(80) Canteens; .' 
(8 I) Aerated water, soft drinks 01 carbonated 

" water; 



From 31St October, 1963 

Prom 3 1St Ja"Wary, 1964 
(83 to 84) 

From 30thJU1U, 1964 
(85 to 86) 

Prom 31St October, 19'54 
(87 to 92) 

Prom 3Ist December, 1964 
Prom 3 1St January, 1965 

(94 to 96) 

Prom 31St March, 1965 
From ?cthJune 1965 

Prom 3Ist July, 1965 

Prllm 31St August, 1965 
Prom 30th September, 1965 
Prom 3ISt December, 1965 
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(81.) Distilling and rectifyins of spirits (Mt 
falling under industrial and power alcohol) 
ana blendipg of spirits; 

(83) Paint and varnish; 
(84) Bone crushing 

(8S) Pickers; 
(86) China clay mines; 

(87) AttorneyR, as defined in the Advocates 
Act, 1961 (25 of 1951); 

(88) Chartered or registered accountant", as 
defined in the Charterea Accounts Act, 
1949 (38 of 1949) ; 

(89) Cost and works accountants within the 
meaning ufthe Cost andWorbAccoU1Uants 
Act, 1959 (23 ofI959); 

(90) EtlIineers and engineering contrac:tOl'F 
not being exclusively engaged in building 
and construction industry; 

(91) Architects; 
(92.) Medical Practitioners and medical specia-

lim; 

(93) Milk ana Milk products; 
(94) Travel agencies engaged in-

Ci) booking of international air and sea 
passages and other travel arrangements; 

(ii) booking of internal air and mail passages 
and other travel arrangements ana 

(iii) forwarding ana clearing of cargo from 
and to overseas and within India; 

(95) Forwarding ag~ncies engaged in the 001-
lectior. packing, forwarding, delivery of 
any ~ds including car loading break-bulk 
servic'!s and foreign freight services j 

(96) Non-ferrous metals and alloys in the form 
of ingot., ; 

(97) Bread; 
(98) Stenuning redryine, Inldling, sorting; 

grading or packing of tobacco teaf; 
(99) Agarhtee (includin¥ dhoop and dhoop 

battee); 
t 100) Mavnesite Mines; 
(101) Coir (excluding the spinning sector); 
(102) Stone quarry producing roof and Boor 

slabs, dimension stones, monumental 
stones and mosaic chips; 



Prom 3JStJateuary, 1966 

Prom 30lhJwe, 1966 

Prcnn 31st July, 1966 

Prom 30th September, 1966 

Prom 30th Apnl, 1967 
(107 to 108) 

Prom 3 TSt Ju/.v, 1~7 
Prom 31St August, 1967 

Prom 31St October, 1907 
Prom 30th NOfJtmber, 1967 

Prom 31St AUPSI, 1968 
(IJ3 to JJ9) 

Prom 31St Dsctmber, 1968 

Prwz 30th April, 1969 

Prom 30th June, 1969 

Prom 3UtJanuory, '1970 
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(103) Banks d"ing bU'Iiness in one State or 

uni0n Territory and having no departments 
or branches outside that State or Union 
Territory; 

(104) Tobacco induc;try that is to say, any 
industry engaged in the manufacture of 
Cigars, Zarda, Snuff, Qivam and Guraku 
from Tobacco; 

(lOS) Paper products; 

(106) Licenced salt j 

(107) Linoleum; 
(108) Indoleum; 

(109) Explosive~; 

(no'l Jute baling or pressing; 

(I I I) FiI'e~orks and percus!'ion' capworks ; 

(112) Tent making industry; 

(II~ Barytes mines; (114 Dolomite mine~ ; 
(II S Fireclay mines; 
(II Gypsum mines; 
(II7 Kyanite mines; 
(118 Silliminite mines; 
(119) Steatite mines; 

(120) Cinchona Plantation~. 

(121) Ferro-Manganese. 

(122) Ice and Ice-Cream. 
(123) Diamond Mines. 

(124) General Imurance. 
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APPENDIX IV 

Statement showing mode of Recruitment to 'Various Jtosts in 6mployees' 
Provident Frmd Organisalicm. 

(Vide Para 3.65 of Report) 

Name of Post 

Assistant Provident Fund 
Conunissioner (Grade II) 
Provident Fund Inspector 
Grade I. 
Accounts Officer 

Assistant AccoWlts Offi~r . 

Jun,ior Technical Assistant . 
Head-clerk (Internal Audit 
Central Office) 

PeonslMaJies and Chowkider!. 
in the Headquarters Office 
and Rel!;ional Office. 

Method of recruitment-whether by 
direct recruitment or by promotion 

or and percentale of the vacancies 
to be filled by various mtthods 

50% promotion-so°lr, dirf.ct rt:cruit-
ment. 

50% promotion-so% direct recruit-
ment. 

By deputation failing which by dil eet 
recruitment. 

By deputation failing which bydjf(,~t 
recruitment. 

Direct recruitment. 
BV trasfer of suitable Htad-clerks s<rv-

ing in the Regional Office failina 
which-

(a) hy direct recruitment , or 
(b) bv l'Iromoti011 of D.D.Cs' baving 

3yehfs' experience of aceo .1nts.and 
or internal audit work in the Re-
gional and/or Central Offices 
respectively. 

Direct recruitment. 

8, Superin':endent (Head quart- 50% promotion-50(Yo direct recruit-

9· 

10. 

II. 

er's Office). ment. 
Provident Fund Inspectors 50% departmental promotion-50% 
Grade II direct recruitment. 
Assistants (Headqarters' 
office). 
Head-clerks (Regional Office) 

50% departmental promotion-so% 
direct. recruitmf'nt. 

70;% departmental promotion-25% 
direct recruitment. 

u. Stenographer (Senior) (Heaa 100% departmental promotion. 
quarters Office). --------
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Name of Post 

127 

Method of recruitment-whether by 
direct recruitment or by pormotion 

or aftd percentage of the vacancies 
to be filled. by various me-

thods) 

n. Stenographer (Junior) 50% aepartmentlll promotjon-~o% 

14. 

T ~. 

16. 

(Headquarter's and Re~ionaJ direct recruitment. 
OffiCt's). 

UPP)1' Division Clerk(Head-
qU~I'ter;; Office). 

Upper Divi;;ion Clerks (Re-
~io!1aJ Offices). 

Lower Division Clerks 
(Headquarters and Regional 
Offices). 

75% departmental promotion on the 
basi~ of senioritV cum-fitness and 25% 
on the basis ofs competitive examina-
tion restricted to existing LDCs in th(' 
Hcadquerter .. 

75% departmental promotion on a re-
gional basis and on the basis of seniori-
ty-cum-fitness ano25%on the basis of 
a competitive examination restricted 
to existing Lower Division Clerks of 
the reition. 

25% departmental promotion and 7Ci% 
direct recruitment. 

17. G.!Stctner Operator (Head:.. Ioo%dcpartmental promotion. 
quarters Office). 

18. Gescetner Operator(Region- 100% departmental promotion. 
al Offices). 



APPENDIX V 

Scatmum: sMwi", number of returns receioed from Re,;cmal Offices. 

(Vide Para 3.68 of Report) 

S.No. Name of the return/subiect Whether Due Date Action 
taken Weeklv/ 

fortniJhtly / 
monthly/ 

quarterlYI 
half-yearly! 
annualy -- ------.---

I 2 3 4 5 - ----- --
I Progress of compilation of Weekly Every Tuesday of 

annual accounts in the Re- the week. 
gional Office. Maharashtra. 

2 Bank statement in respect of 
B.P.F. A/c No. I, II & III. Every week 

3 Timely transfer of amount Fort On the 2nd and 
from E.P.F. Accounts No.1 nightly 17th of each 
and 2 by the State Bank of month. 
India. 

4 Return No. II-Expenditure Monthly 7th 01 the 2nd 
from Adm. Account. following 

month. 

S Return No. V-A-No. offact- " Do. 
ories /estllblishments and 
subscribers covered under 
the E.P.F. Act. 19S2 (less 
than SO persons). 

6 Return No. V-B-No. of fac- " Do. 
tories/Estts. and subscribers 
covered under E.P.F. Act, 
19S2 (more than 50 persona) 

7 Return No. VII!A-(i) : Con- " 7th of the 2nd 
tribution made by the un- following month. 
exempted estts. 

8 Return No. VII-A(ii):-Con- " Do. 
tributioll made by the un-
exempted establishments. 
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I 2 3 4 

------_. 
I.) Return No. VU·A(iii)-Con-

tributions made by the un-
exempted estts. 

10 Return No. VII-B-Adminis· 
trutive charges. 

r I Return No. VII-C-Inspec-
tion charges. 

12 Return No. VII-D-Levy and 
collection of Penal damages 
in Account No. I. 

I =! Return No. -VU-E-Levy and 
collection of Penal damages 
in Account No. II. 

14 Return No. VII-F-Break-up 
of arrears of contributions 
Admn. Charges. Inspection 
Charges and Penal damages. 

IS Return No. VII-G-Contribu-
tions made by the unexemp-
ted csLts. 

16 Return No. VIII-C-Inspect-
lion of factories/estts. by 
the Provident Fund Ins-
pectors. 

17 R!t.lt.i N.:>.IX -?:.)J.ess of is-
sue of annual statements of 
accounts. 

18 Return No. X-oontribution. 
R'!funds and investment 
made by exemoted estts. 

19 Return No. XIII-A-Prosecu-
tion cases. 

20 Return No.XIII-B-Recovery 
cases. 

21 Return No. XIII-C-Default 
deducted from exempted 
unexempted establishments. 

22 Return No. SS-I-Contribut-
tion enhanced rate. 

Monthly 7th of the 2nd 
following 
month. 

.. 
" 

.. 
" 

" 

" 

" 

.. 

.. 
" 

Do. 

Do . 

15th of the 2nd 
following 
month. 

Do . 

7th of the next 
following 
month. 

7th of the 2nd 
following 
month. 

15th of the fol-
lowing month. 

7th of the 2nd 
following 
month. 

Do . 

20th of the fol-
lowing month. 

Do. 

Do. 

loth of the 2nd 
following month. . 

5 
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1 2 3 

23 Establishment return Monthly 

24 Intt"rest suspense Account 
(Regional). 

2S Amount transferred from one 
account to another under 
instructions from the Re-
gional Office. 

26 Death Relief Fand 

27 Pension: Statement showing 
the amount due for transfer 
to E.l'.F. Account NO.9. 

28 Special Reserve Fund 

29 Forfeiture Account 
30 Position I.traDSferred) securities 

returned to R.P.F.C. for 
removal of objections. 

31 Fresh (trllllliferred) securities 
received by the R.P.F.C. 

32 Bank statements in respect of 
E.P.F.Account No.V, VIII 
and IX from State Bank of 
India. 

33 Return of settlement of final 
payment claims. 

34 Unemployment Insurance 
scheme. 

3S Progress of exemption 

36 Levy of heavy fines by Govts 
on defaulting establishments 

37 Non-refundable advances 

38 D.o. Narrative Report 

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

" 

" 

" 

" 

" 

" 

" 

Quart<'fly 

4 

15th of th~ e'V-
ery month. 
15th of the 2nd. 
following month. 

15th of the next 
following 
month. 
5th of ev("ry 
month.j 

I~th of the fol-
lowing month. 

Do. 

I Sth of the· fol- . 
lowing month. 

15th of the fol-
lowi~ month. 
7th of the 2nd 
following month. 

15th of the fol-
lowing month 

Do. 

20th of the tbl-
lowin .. month. 

Do. 

5 

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

I 3 

39 R.eturn No I-Position of !Jtstf Quarterly At the end of 
in the region. every quarter 

40 Penal damages received in Ac- Do. 
count No. I and n. 

41 Reserve Bank of India c:ertifi- [:l' 
cates in respe(..1 of secu.rities 
un<kr safe custody in res-
pect of E.P.F. Staff Provi-
dent, AdrniAistration Ac-
count and Pension-cum-
gratuity Account. 

Hin ii type-writer ,Regarding 
purchase of Hindi typewriter ~o. 

43 Half yearly return: regaroing Half-year- 1st WCE.k of 
the appointmert of non-In- Iy. Jan and Julv. 
diaos in the E.P.T. Or-
ganisation. 

44 Offlcers on deputation to the 
E.P.F.Orgn. extension of me 
period of deputation. 

" 

45 Reserv9tion fOr Scheduled cast- Yearly 
es and Schedule, Tribes in 
the E.P.F. Organisati9n. 

46 Reservation of Scheduled cast-
es and Scheduled Tribes in 
SCl'vices ·Dereservat~on of 
reserved vBcancies Annual 
statement. 

47 Bud.get Revised Estimates and 
Budget Estimates. 

43 Income and Expenditure re-
turn : Actuals of Income 
and Expenditure. 

49 Important points for inclusion 
in the Atmual Rt'port of the 
Report of the orgn. --------------

" 

By the end of 
June&Dec. 

25th January 
of each year. 

By IS!ll January 
of eam year. 

By the end of 
October every 

year. 
By the end of 
April every 
year. 

By the end of 
May of every 

year. 

5 
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APPENDIX VII 

Draft Unemployment Insurance Scheme Scope 

(Vide Para 7-19 of Report) 

Subject to the exceptions in para 3 below, the Scheme shall 
apply, in the first instance, to all establishments covered by the 
Employees' Provident Funds Act, 1952 and will cover :lor the presen1 
employees who are members of the Employees' Provident Fund and 
a]so exempted Funds under the Employees' Provident Funds Act, 
1952. The term "insured person" means an employee covered unde! 
the Scheme. 

2. The Central Government may, after giving not less than three 
months' notice of its intention to do so, by notification in the Official 
Gazette, extend the Scheme to any other class of employees. 

3. The following categories of employees shall be excluded from 
coverage under the Scheme until the Scheme is extended to them 
by the Central Government under para 2 above:-

(1) a member of the Employees' Provident Fund over 55 
years of age; 

(2) an 'excluded employee', as defined in the Employees' 
Provident Funds Scheme, 1952; 

(3) all employees except permanent employees. employed in 
a "seasonal factory" or a "seasonal establishment" as 
defined in the Employees' Provident Funds Scheme, 1952, 
casual and badli workers; 

(4) a member of Provident Fund of any 'exempted estab-
lishment' as defined in the Employees' Provident Funds 
Act, 1952, over 55 years of age or such age as may be 
prescribed for withdrawing the full amount of Provident 
Fund; 

(5) other employees over 55 years of age (when the &heme 
is extended to any other class of employees under 
para 2). 

4. A member of any of the Provident Funds mentioned in para 
1 above whose "pay" as defined in the Employees' Provident Funds 

134 
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Scheme, 1952 exceeds Rs. 5001- per month at the time he is other-
wise entitled to come under the Scheme or after joining the Scheme, 
shall pay contribution and receive unemployment benefit limited 
to pay of Rs. 5001- per month. 

5. Eligibility tOT benefits.-The benefit shall be payable on termi-
nation of service on account of retrenchment as defined in the 
Industrial Disputes Act. 1947 resulting in loss of employment and 
suspension of earnings subject to the conditions laid down in para-
graphs 6 and 7. 

6. In order to receive the benefit, an insured person should 
slltisfy:-

(1) that he is capable of and available for work but unable 
to obtain suitable employment; 

(2) that he produces each month a certificate from the 
Eltlployment Exchange inwhieh he is registered that he 
has been reporting to the Exchange at special intervals 
or when called by the Exchange and that he has D.()t been 
offered any suitable employment; 

(3) that he is unemployed through no fault of his own; 

(4) that he is registered as an applicant for employment in 
an Employment Exchange and has submitted an applica-
tion for the benefit in the prescribed form; 

(5) that contributions in respect of him while employed have 
been paid for not less than one year preceding the date 
on which a claim for benefit is made; 

(6) that in case he is eligible for or in receipt of sickness 
benefit under the Employees' State Insurance Act, 1948, 
he shall not be entitled to receive unemployment insur-
ance benefit for the period for which he is eligible or he 
draws siekntllS benefit. 

7. An unemployed insured person shall not be entitled to receive 
the benefit if-

(1) he left his eIQployment voluntarily without just cause; 
(2) he becomes unemployed on account of discharge for 

misconduct; 

(3) he refuses to accept an ofter of a suitable employment 
without good cause or does not follow up opportunities 
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of obtaining such employment or refuses opportunities of 
training aimed to assist him to find employment. 

S. An insured person shall not be entitled and shall not be paid 
the benefit from the date of re-employment or the expiry of the 
bene1it period. 

9. Waiting period.-An insured person shall be entitled to re-
ceive the benefit from the date of expiry of a waiting period of 
15 days trom the date of termination of employment and no benefit 
shall be paid to him for waiting period. 

10. Continuity of membership of Provident Fund.-During the 
period an insured person remains unemployed and draws the 
benefit of the Scheme he shall continue his membership of the 
Fund of which he was a member before termination of his services, 
without having to subscribe to the Fund, and he shall not be en-
~itled to draw his accumulations in that Fund. On his re-employ-
ment in an establishment under the same Fund his membership 
shall be continued from the date of his employment without putting 
in the required attendance qualification again and in case he is re-
employed in an establishment under a different Fund he shall be 
eligible to become member of that Fund and his past accumulations 
shall be transferred to that Funrl without having to satisfy the 
required attendance qualification from the date of his employment. 

11. R.ate and duration of benefit.-Unemployment Insurance 
benefit shall be payable to an insured person at the rate of 50 per 
cent of average pay in the case of the members of the Employees' 
Provident Fund of any exempted establishment as defined in the 
Employees' Provident Funds Act, 1952 for a period of 12 completed 
months before termination of employment. The term ccpay" will 
have the same meaning as laid down in the Employees' Provident 
Fun.ds Scheme. 1952. 

12. The benefit shall be payable until re-employed or for 
maximum period of six months whichever earlier in one or more 
spells during the benefit period of 12 months as may be specified, 
from the date of expiry of waiting period of the termination of 
employment. 

]8. Payment of retrenchment compensation under the Industrial 
Disputes Act, 1947.-An insured person covered by the provisions 
for lay-off and retrenchment compensation under the Industrial 
Disputes Act. 1947, shall be entitled to draw first the full retrench-
ment compensation due under the Act on retrenchment 
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and he shall be entitled to draw unemployment insurance 
benefit from the month following the expiry of the number of 
months for which he gets retrenchment compensation, unless he 
is re-employed before the expiry of such number of months. The 
unemployment insurance benefit shall be payable from the month 
from which it becomes admissible for the maximum period of six 
months or until re-employed, whichever is earlier. 

14. Additional benefit.-In addition to the benefit laid down in 
clause 11, an amount equal to benefit of one month and two months 
on the rate prescrIbed in clause 11 shall be payable to a beneficiary, 
who finds employment through his own efforts before receiving the 
benefit under clause 11 for less than three months and two months 
respectively. .~ i(" i~, i 

15. Rate of contribution.-The contribution shall be paid by the 
employer to the Unemployment Insurance Fund at the rate of 0.35 
pE'r cent of pay in case of members of Employees' Provident Fund 
or Provident Fund of any exempted establishment as defined in 
the Employees' Provident Funds Act, 1952, for the time being 
payable to each insured person, and the insured person's contribu-
tion shall be 0.35 per cent of pay. The rate may be varied by the 
Central Government according to requirements from time to time. 
The contribution of employer and employee shall cease a year 
before an insured person attains the age prescribed for withdraw-
ing the full Provident Fund at the credit of the insured person. The 
employer shall be reseponsible to pay his contribution as well as 
the contribution of the insured persons within the prescribed time. 
each JY"Ilnth and he will be entitled to deduct the contribution of an 
inFllred person from his wages. 

16. Unemployment Insurance Furrd and its administration.-A 
llnified Unemployment Insurance Fund sholl be set np consisting of 
contributions from employers and employees from which unemploy-
ml"nt insurance benefit shall be payable to insured persons. The 
cost of administration may be about 10 per cent of the contributions 
of employers find employees for the present. The administrative 
Or~anjsation for the Scheme shall be as fonows:-

(a) A separate Board shall be set up to administer the Un-
employment Insurance Fund ann the Scheme. 

(b) The work of coll~ction of ('ontribntions. examination of 
c1aims. authorisation of pa:vmentR, accountinlt work and 
adhldfcation of diRputps pte. shan be handled by the 
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existing Provident Fund Organisation for its mt!mbers 
with suitable additional staff. The payment of the benefit 
will be arranged through the Employment Exchanges, 
their local offices and pay offices. 

(c) The Employment Exchanges shall act as an agency for 
registration, placement and training of retrenched em-
ployees and an effective co-ordination of work between 
the Exchanges and the Provident Fund Organisation 
shall be arranged. 

17. General.-Suitable provision shall be made for adjudication 
of disputes, penalties for contravening provisions of the Scheme, 
power to recover damages for delayed payments of contributions 
and recovery of the contributions due as arrears of land revenue, 
on the lines of the provisions in the Employees' Provident Funds 
Act, 1952 in the legislation for the Scheme. 

Propo,ed Pilot "heme fOT Unemploym.ent Insurance 

I.Scope 

(1) Every person under 50 years of age who is a member of tue 
Provident Fund Scheme established under the Coal Mines Pro-
vident Fund and Bonus Schemes Act 1948 shall be insured under 
the Scheme. 

(2) For the purpose of providing funds required for paying 
benefit, contributions shall be payable by insured persons and by 
their employers. 

II. Contributions 

(1) The rates of contribution shall be as follows:-

Worker: 0.75 per cent of the worker's total wage and emOlU-
ments for each respective month, provided that the contri-
bution payable for any worker shall not exceed that 
calcu1ated on a total of wage and emoluments exceedinp-
Rs. 500!- per month. Workers are excluded from th!. 
Scheme upon the attainment of the age of 50 years and 
no contribution shall be payable in respect of their em-
ployment upon reaching the age of 50 years. 

Emplo'1J.er: The same amount of contribution as calculated 
for each worker for each respective month. 
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III. Benefits 

(1) Rates of Benefits: 
---_._------_._ .. _---_._-_ .... , ----------

Class of Worker Number of 
weekly con-
tributions 
paid or eq-
uivalent 

during 12 
months prior 
to date of 

claim') 

Benefit 

-----------------------------------------------~----
I 2 3 4 

(a) Workers whose average monthly pay 45-52 con-
and emoluments over the 12 months tribution. 
immediately prior to the first day of 

I un-employment is less than Rs. 500/-

Weekly Benefit Payabl8 
50% of average week-

ly earnings during 
the relative period 
of employment. per month. 

(b) Workers whose average monthly pay 
and emoluments over 12 months 
immediately prior to the first day of 
unemployment is, or exceds Rs. 500/-
per month. 

Su.bsequ.ent Claims to Benefit: 

26-44 con- 25% of average week-
tributions. ly earnings during 

the relative period 
of employment. 

45-52 con-
tributions 

26-44 con-
tributions. 

Monthly Benefit Pay· 
able Rs. 250/-. 

Rs. 125/-

After drawing 26 weeks Benefit during a period of 12 months 
not less than a further 26 weekly contributions must be paid in 
order to qualify for further Benefit. 

(2) Period of Benefit: Benefit up to a total maximum period of 
six months may be paid during the appropriate Benefit Year. A 
Benefit Year would commence on the date of first claim to Benefit. 

(3) Retrenchment Payments: Benefit would not be payable 
during the period estimated to be covered by the worker's Retrench-
ment Payment. e.g. a workman receiving retrenchment compensa-
tion in respect of three years' continuous service would be disquaU-
fied from receiving Unemployment Insurance Benefit for a periO'd of 
3935 CD) LS-IO. 
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45 days from his first day of unemployment. Provided, however, 
that if the worker satisfies all other conditions attached to the 
qualiftcation for Benefit during the period of disqualification (e.g. 
registers for employment and lodges claim to benefit) then such 
period may count towards the whole or part of the Benefit "Waiting 
Period". 

(4) Waiting Period: Benefit would not be payable in respect of 
the first 15 days of registered unemployment. 

If any break in the Benefit period does not exceed 8 weeks then 
no further waiting period would be required. 

IV. Conditions governing qualification for Benefit. 

(1) Contributory: The contribution condition for Unemploy-
ment Benefit would be that no less than the equivalent of 26 weekly 
-contributions of the approprlate class have been paid in respect of 
his employment during the period of 12 months immediately prec~d
:fng his first day of registered unemployment. 

(2) Other Conditions: Provision would be made for the accepted 
standards of requirements to be satisfied. e.g. Registration at Em-
ployment Exchange, Fit and available for employment, Not unem-
ployed because of his conduct etc. 

V. Administrative 

(1) All finances would be controlled through a Separate Na-
tional Insurance Fund. 

(2) All records of contributions paid by individual workers, 
assessment and authorisation of benefit would be the responsibility 
of a "Records Office" in each State. 

(3) All 
Exchanges. 

benefit payments would be made at the Employment ., 

(4) The Employers will notify the Record Office and Employ-
ment Exchange concerned under Section 25F(c) of the Industrial 
Disputes Act of the cases of retrenchment and report the amount of 
-compensation paid in each case and indicate the average monthly 
pay of the worker. -~ 

VI. Collaboration with the Coal Mine.~ Provident Fund Organisation 
and Employment Exchanges. 

(1) Collection of contributions wil be made in the same manner 
as for the Coal Mines Provident Fund and not by the "Stamp" 
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systE!in. The ProVident Fund Organisation will receive the contri-
bution, but mairitam a separate aceount. 

(2) The Regional Offices of tl1e Provident Fund will act as 
Record Offices. One or two offices may have to be opened, in addi-
tion (as' for Assam Coal-fields). 

(3) The existing seven Employment Eltchanges in the coal-fields 
will regi'ster the retrenched. workers, pay the benefits and place 
them. More Exehallges will have to be set up', area-wise, in con-
flideration of the number of employees, size of mines, dJaPersal Of 
mines etc. Local offices in adequate number will also have to be 
set up. 

VII. Administrative expenses 

As much of the work will be done in collabbration with the 
Coal Mines Provident Fund and the Employment Exchanges, the 
administrative expenses are not expected tOi be high, not more than 
4 per cent of the contributions received. The Insurance Fund will 
be able to bear the cost. and no assistance from Government will 
be needed. 

NOTE ON ECONOMICS OF THE PROPOSED PILOT SCHEME OF 
UNEMPLOYMENT INSURANCE FOR COAL MINING INDUSTRY 

The Coal Mines Provident Fund has a total membership of 
about 4.40 lakhs. At present the total monthly disbursement to such 
members calculated on the average collection of compulsory provi-
dent fund, exclusive of under-collections, is of the order of Rs. 4.97 
crores approximately but with the implementation of the Report 
of the Central Wage Board on Coal Mining Industry which has 
proposed an upward revision of the scales of pay for the colliery 
workers. the total monthly disbursement would go up to about 
Rs. 6.22 crores. The total contribution payable both by the worker 
and the employer at the rate of Rs. 1.50 per cent of the new consoli-
dated basic wage would be Rs. 9.33 lakhs per month. The annual 
f\ccrual to the Unemployment Insurance Fund would thus be 
Rs. 111.78 lakhs approximately. 

2. For the administration of the Scheme and for .dvising the 
Record Offices and Employment Exchanges in the States etc. on 
policy matters, there will be a branch created in the Ministry of 
Labour and Employment headed by an officer of the status of 
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Deputy Director with the UIU8l complement of staff. To this will be 
added contingent and non-recurring expenditure ~ about Bs. 13,000 
per annum. The total expenditure thus involved in the Ministry 
would be RI. 47,000 per annum. 

3. The strengthening of four out of the seven existing Employ-
ment Exchanges in the colliery area and the setting up of 19 new 
Employment Exchanges, depending uPon the size of the coal mine 
and its dispersal etc., for registration of unemployed persons 
arranging their placement and payment of benefit would cost about 
RI. 4,20,300 per annum. This is inclusive of the salary of the staff 
contingent and non-recurring expenditure. 

4. The existing Regional Offices of the Coal Mines Provident 
Fund will function as Record OfBces of the Unemployment Insur-
ance Fund with the additional staff according to the workload. As. 
most of the work relating to OO'llection of contributions etc., will be 
handled by the Regional Offices of the Coal Mines Provident Fund. 
no extra provision for strengthening the Regional Offices is being 
made at present. 

5. The details of accrual to the Unemployment Insurance Fund. 
payment of benefit, depending on the average number of persons 
retrenched during the past two years or so, and the cost of administ-
ration are given below. In this connection i~ has been assumed that 
payment of benefit will be at the rate of half of the new consolidated 
basic wage of the member of the Coal mines Provident Fund for a 
maximum period of six months: 

(i) Total membership of the Coal 
Mines Provident Fund. Rs. 4'40 Lakhs 

(Approx.) 

(U) To'al monthly disburseme:l! to 
colliery workers Rs. 1)'22 crorJS 

(Approx.) 

(iii) Accrual to th~ Fund at the rate 
of monthly co.ltributio:l of Rs. 
I . So per cent of btuic wage pay-
able equally by the employer a.nd 
the worker. Rs. 9·33 La1<hs 

(Approx.) 
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(i") Payment ot benefit to Iln Ilverage 
of 1,000 retrenches at 50% of 
new consolidated basic wage for 
a nwdmum duration of 6 
months. . 

'tv) Administrative expenses (Expen-
diture on staff in the Ministry as 
well as expenditure on staff in 
Employment Exchanges, contin-
gent and non recurring expen-
diture.) 

(vi) Net saving to the Fund. 

RI. 72 Lakha. 
(annually) 

Re. 4.67 Lakhs 
(annually) 

Rs. 35'29 Lakhs 
(annually) 

6. Part of the surplus will be utilised for meeting the expenses 
of the sta1f required in the Record Oftlces and the balance will be 
utilised for making a "Reserve Fund.". 
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St4mmary of Recommendations/Conclusions contaimd in the Report 

Sl. fbf;r"llce to Summary of Reco:nmendations/Conclusions 
No. para'No. 

of the Report 
----------_.,-_._._--_. 

1 2 3 

----------_ ..... -_.-. 
1. 1.27. 

2. 2.6. 

The Committee note with interest that in the 
developing countries of Asia and Africa, quite 
a few countries have set up Provident Fund 
Schemes broadly on the 'same lines as India's 
own scheme with different types of coverage. 
The Committee note that in some of the develop-
ing countries of Asia and Africa, (i.e. !4a1~y8ia 
and Ghana) the coverage is wider than in lIldia. 
In some of these countries the coverage extends 
to even 15 or 10 employees and in a small coun-
try as Ceylon it even extends to 3. The Com-
mittee have no doubt that, in India also, the 
benefits of the Provident Fund Scheme will 
be extended in due course to workers employ-
ed in smaller establishments. 

In the light of what has been stated in the 
foregoing paragraphs, the Committee are cons-
trained to ob&erve that measures taken so far, 
since the public sector undertakings were 
brought within the purview of the Act in 1958 
have failed to yield any sUbstantial results in 
the matter ot ensuring compliance of the pro-
visions of the Act by the public sector under-
takings. Since Public Sector Undertakings are 
directly under the control of Governments, there 
appears hardly any ju&tification for non-compli-
ance. The Committee, therefore, urge that Gov-
ernment should lay down a target date by which 
all such public sector undertakings should 
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3. 2.8. 

4. 2.12. 

5. 2.14. 
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apply for exemption under Section 17 of the 
Act or comply with the provisions of the Act. 
In the event of their failure to do so by the 
stipulated date, Government should enforce the 
. provisions of the Act by taking recourse to 
Section 7A and other penal prOVisions of the 
Act. 

The Committee are unhappy to note that 
even though discus&ions between the Railway 
Board and the Ministry of Labour, Employment 
and Rehabilitation have been going on over such 
a considerably long period, no final decision has 
been reached in the matter. The Committee, 
therefore, recommend that this i::.sue between 
the Railway Board and the Ministry of Labour, 
Employment and' Rehabilitation. should be 
settled without any further delay and steps 
taken to extend the provisions of the Act to 
Railway establishments and to grant them for-
mal exemption under Section 17 if they apply 
for it. . 

The Committee hope that Government 
would favourably consider the suggestion to 
curtail the qualifying period in the case of em-
ployees' who are made permanent in less than a 
year of their joining service and bring in . a 
suitable amendment to that effect in the Em-
ployees' Provident Funds Act and the Scheme, 
if necelSary. 

The Committee are glad that the question 
01 extending the Act to Jammu and Kashmir is 
already under the consideration of the Govern-
ment. They hope that, tn the Interellt of uni-
formity, a final decision In the matter would be 
reached soon and a uniform Employenf Pro"ri- . 
dent Fund. Scheme mad~ applicable throughout· 
IndiL 
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6. 2.20. The Committee would like that the survey 
of Beedi industry should be completed by the 
Empyoyees' Provident Fund Organisation at an 
early date but not later than by the middle of 
1970 and thereafter speedy action may be taken 
to bring it within the purview of the Act, so as 
to cover a considerable body of workers under 
this benevolent scheme. 

7. 2.22. The Committee are not sure if agricultural 

8. 2.28. 

farms maintained by the Central and State Gov-
ernments are covered by the Employees Provi-
dent Funds Act. They would like to point out 
that during the recent years a large number of 
model agricultural seed and demonstration 
farms have been set up by State Governments 
and the Administrations of the Union Territories. 
The Committee had occasion to visit a number 
of BUch farms during their recent tour to Anda-
man and Nicobar Islands. Apart from agricul-
tural farms, there are a large number of fruit 
orchards, botanical and zoological gardens where 
an appreciable number of labourers are em-
ployed on an organised basis. 

The Committee regret that after 1962 when 
the question of coverage of agricultural farms 
was first mooted and later dropped, no further 
survey has been undertaken to assess whether 
these can now be appropriately brought under 
coverage. The Committee, therefore, recom-
mend that &urvey of agricultural farmslfruit 
orchardslbotanical gardenslzoological gardens 
should be undertaken without any further de-
lay with a view to assess the feasibility of ap-
plying the Act 1:.0' the agriCUltural labour em-
ployed therein. 

The Committee appreciate that the exten-
sion of the Scheme to establishments employing 
10 but less than 20 persons may impose an ad-
ministrative burden on the Organisation and 
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increase the cost of administration. They consi-
der that gradually Government should evolve 
suitable means to extend the social security 
benefits to the employees of these establish-
ments who are not only low paid but have no 
old age and survivorship benefits whatsoever. 
The Committee recommend that presently Gov-
ernment may examine the feasibility of apply-
ing very early the Employees' Provident Funds 
Scheme to establishments with strength of 15 
workers but less than 20 in pursuance of the 
proviso to Section (3) of the Act. 

The Committee consider that as the Fund 
is made up of contributions of both the em-
ployers and employees exclusively, there should 
be -parity of representation between the officials 
and non-officials on the Central Board of Trustees 
and for this purpose suggest that the represen-
tation of employers and employees on the Board 
might be suitably increased. 

The Committee are surprised to find that 
the Central Provident Fund Commissioner is 
not even an e:c-ojJicio Member of the Board 
although he is its Secretary and Executive Head 
of the Organisation. He is responsible for the 
enforcement of the Act and the Scheme in the 
entire country and has to implement the deci-
sions of the Central Board of Trustees. lIe also 
acts as the liaison officer between the Central 
Government and the Central Board of Trustees. 
In order that he is able to effectively implement 
the decisions of the Central Board of Trustees 
and discharge his duties properly, the Commit-
tee consider that he shOUld be made ex-officiO 
Member-Secretary of the Central Board of 
Trustees. They accordingly suggest that Govern-
ment may take immediate action to statutorily 
provide for making the Central Provident Fund 
Commissioner an ex-officio Member Secretary 
of the Central Board of Trustees. 
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11. 

12. 

2 

3.8. 

3.12. 

3 

Apart from the three ministries of Finance. 
Industrial Development. COD;lpany MaIrs and 
Internal Trade and Steel and Heavy Engineering, 
there are other Ministries which have an appre-
ciable num~r of public undertakings and de-
partmental undertakings under their control e.g. 
Ministry of Defence, Communications, Health 
and Supplies etc. 

The Committee suggest that if it is not !lossi-
ble to add to the representation of Central Gov-
ernment on the Central Board, all the other im-
portant Ministries concerned with public under-
takings and departmental undertakings may be 
represented by rotation. 

The Committee note that apart trom the 
control exercised by the Central Government on 
the Central Board of Trustees in regard to 
matters stated above. Government exercise over-
all control in regard to the following matters 
aI80:-

(i) Modification of the Scheme under 
Section 7 of the .Act. 

(ii) Delegation of powers under Section 
5E of the Act. 

(iii) Appointment of Inspector~ under Sec-
tion 13 of the Ad. 

(iv) Transfer ot Accounts under para-
, graph 24 of the Scheme and Section 

17-A. 

(v) Opening of Regional and other offices 
under paragraph 21 of the Scheme. 

(vi) Appointment of the Secretary to the 
Central Board· and to a Regional Com-
mi ttee under paragraph 22 of the 
Scheme . 

. ·-_______ ···.·0· . ___ .. __ ...... __ . _______ .... __ . ___ ._. ___ _ 
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It appears to the Committee that the powers ot 
supervision and control e"ercised by the Ceutral 
Government over the Provident Fund Organisa-
tion not only extend to policy issue but also to 
matters of executive nature. Even in such 
matters of day-to-day administration as appoint-
ment of Inspectors, opening of regional and other 
offices, maintenance of forms of accounts, there 
is the overall control of the Central Government. 
Under Section 7 of the Act, t.he Central Govern-
ment is empowered to amend the Scheme with-
out even. consulting the Central Board of 
Trustees who are required to administer the 
Fund in such manner as is specified in the 
Scheme. The Committee also observe that the 
Secretary of the administrative Ministry, name-
ly, the Ministry of Labour and Em?loyment t. 
the Chairman of the Central Board of Trustees. 
and the Central Provident Fund Commissioner, 
who is' the Secretary of the Board of Trustees 
and is appointed by the Ministry is not even a 
member of the Board. 

S.13 The Oommittee consider that more powers 

3.17. 

3.23. 

should be delegated to the Central Board of 
Trustees so that it has sufficient flexibility in 
the day-to-day working while the Ministry may 
retain the power to guide and, if necessary, to 
intervene in matters of policy. 

As the provisions of Section 5-B of the Act 
regarding constitution of State Boards have re-
mained a dead latter so far and Government to 
not intend to implement them in future also, 
the Committee recommend the deletion of thil 
aforesaid section from the Statute Book. 

The Committee are constrained to obser.e 
that Government have not cared to implement 
the recommenrlation of the Estim!ltes Committee 
(1959-eO) which they had accepted' regarding. the 
frequency ot the m~tinglil of the Beticmal CoII-

..... -.---------
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mittees. They would now recommend that Gov-
ernment should take early steps to insert a pro-
vision in the Scheme for holding meetings of 
the Regional Committees at least twice a year. 

15. 3.24. The Committee are also unhappy to note 
that the vacancies in the Regional Committees 
take an unduly long time to be filled in by Gov-
ernment resulting in delays in holding the meet-
ings of Regional Committees. They would, there-
fore, recommend that a vacancy in a Regional 
Committee should be filled up within one month 
of its arising by completing all formalities re-
quired for the purpose. 

:16. 3.29. The Committee are distressed to note the 
absence of continuity in the post of the adminis-
trative head of the Organisation who is responsi-
ble for the enforcement of the Scheme in the 
entire country. The Committee consider that ill 
the interest of efficient and smooth functioning 
of the Organisation, it is not only desirable but 
essential that the office of the Central Provident 
Fund Commissioner is not subject to frequent 
changes. They, therefore, recommend that once 
appointed, the Central Provident Fund Commis-
sioner should continue for a minimum period of 
four years. 

17. 3.32. The Committee are not averse for the 
present to the selection of incumberlt to the 1'0st 
of Central Provident Fund Commissioner by 
deputation but at the same time feel that in d1le 
course of time as the Organisation grows and 
gains in maturity, it should be possible for Gov-
ernment to appoint persons to this post from 
within the Department itself, if found suitable. 

18. 3.33. The Committee also suggest that the field 
of selection of officers on deputation to this 1'0st 
and other posts in the Organisation should not 
be contlned to ofticers belonging to I.A.S. and 
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Central Services Class I only but should be en-· 
larged to include officers of equivalent status 
belonging to other Central offices. 

19. 3.39. The Committee feel that establishing of 
Regional Offices with all their paraphernalia in 
States having less than 1,00,000 subscribers leads 
to heavy drain on the finances of the Organisa-
tion. The Committee, therefore, recommend; 
that, in the interest of economy, the criterion to 
open a regional office should not be a State but 
the strength of subscribers in a particular are:! 
with a minimum of 1,00,000 sub!»'Cribers therf'in. 
They suggest that, in the due course of timep 

Government may review the position of amalga-
mating some of regional offices on the basis ot 
the above criterion keeping in view tlle c1Jntiguity 
and proximity of areas. 

20. 3.42. The Committee are distressed to observe 
that Government have incurred an infructuous' 
expenditure to the tune of Rs. 27.300 on this pri-
vate Efficiency Experts Firm of Consultants, the 
recommendations of which ultimately did not 
'Prove beneficial. 

The Committee further observe that while 
the Report of the firm of Efficiency Experts did 
not prove of much benefit, the study of the work-
ing of the Organi&'ation entrusted to the Depart-
ment of Administrative Reforms later on, on the 
contrary, was fruitful. 

3.43. The Committee are of the view that any 
study required to be \mdertaken in regard to 
the reorganisation of Regional Offices should 
not be entrusted to any private firm of consul-
tants who are not fully equipped and competent 
enough to undertake such studies. They, there-
fore suggest that such a study, whenever under-
taken, should be made bv a body conSisting of 
actuaries, auditors and O.M. experts who have-
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direct knowledge of the working of ~e Organi-
sation. 

21. 3.44. The Committee also suggest that a full-
fledged Organisation and Methods Division 
should be set up within the Organi<;ation itself 
to constantly review inter alia the working pro-
cedure. 

22. 3.47. In the opinion of the Committee, the Ins-
pectors are the king-pins' of the whole Organi-
sation. The success or otherwise of the Organi-
sation hinges on the efficient discharge of their 
duties. The Committee, therefore, have no 
doubt that the Organi~'ation will nlake sure that 
not only the number of Inspectors is adequate to 
conduct proper inspection but that they perform 
their job meticulously and thoroughly . 

. 23. 3.48. The Committee also suggest that a study of 
the norms and performances of Inspectors may 
be undertaken at an early date with a view to 
examine and improve the working of the Inspec-
torate. 

24. 3.51. The Committee are constrained to observe 
that, even though the Employees' Proviaent 
Fund Organisation has been in existence for 
over 18 years now, they have not been able to 
house their Regional offices in their own build-
ings so far and have to pay a large rental of 
Rs. 10 lakhs per year on this account. In the 
context of the proposed Scheme for merger of 
the Employees' Provident Fund Organisation 
and Employees' State Insurance Corporation, 
the Committee recommend that Government 
may re-examine the programme of further cons-
truction of office buildings for Employees' Provi-
dent Fund Organisation and Employees' State 
Insurance Corporation in coordination and draw 
up a revised schedule keeping in view the re-
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quirement of both the Organisations and consi-
der the feasibility of having 'a common build-
ing for both <?r ~onstructing separate building&' 
in close proximity to one another as the exigen-
cies of the situation may demand. 

25. 3.52. The Committee also suggest that, to the 
extent possible, efforts should be made by the 
Organisation to put up staff quarters for their 
staff at all regional centres in a phased manner 
and in close proximity to office buildings where-
ever po8sibl~ and for that purpo&'e lay down a 
time schedule. Early construction of staff 
quarters, apart from effecting substantial sav-
ing in expenditure and ensuring a good return 
in the shape of rentals, will also be conducive 
t'O greater efficiency on the part of the staff. 

26. 3.56. The Committee are unhappy to note the 
wide diverg.ence in Budget Estimate and Actuals 
during successive years. The &avings thus 
effected are unnecessarily blocked and could 
ment or the Organisation to anticipate the esti-
mates, be invested profitably. The Committee 
feel that it should not be difficult for Govern-
ment or the Organisation to anticipate theesti-
mates on officers and establishments particularly 
in regard to the postS' which have been abolish-
ed or which are not proposed to be filled up as 
a measure of economy and to prepare the esti-
mates more realistically_ 

27. 3,57. The Committee would also &uggest that the 
Organisation should assess the requirement of 
posts required to be filled up in consultation 
with the Union Public Service Commission or 
througb direct recruitment or promotion during 
a particular year well ahead of the preparation 
of Budget Estimates for that year &0 that all 
the formalities required to be completed for 
filling up of these posts 'are completed as far as 

----_._-_._---------
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possible before the commencement of the Budget 
year. This will further enable the Organisation 
to bridge the wide ·gap between the Budget 
estimates and Actualsfor any year. 

28: 3.62. The Department of Administrative Reforms 
in their Report (December, 1968) on Study of 
the Employees' Provident Fund Organisation 
inter-alia have also stated that the reasons for 
cumulative arrears of work might be that the 
output of the existing . staff is less than the 
average that one could expect of them or the 
staff employed is actually inadequate to the load 
of the work. The Committee are inclined to 
agree with the above observations of the De-
partment of Administrative Reforms. The back-
log of work particularly on the Accounts side 
would appear to be attributable to the absence 
of any efforts to evolve scientific standards and 
norms of work fo~ different categories of staff 
which are essential to streamline the adminis-
tration and to make it function efficiently and 
effectively. The Committee, therefore, suggest 
that the Staff Inspection Unit of the Ministry of 
Finance, who have agreed to conduct a study 
of this Organisation with a view to suggest 
norms of sanctioning various posts, may be 
requ~sted to undertake this task immediately 
and complete the studies and submit their report 
within six months. 

29. 3.63. The Committee would also recommend that 
immediate steps may be taken to ensure that 
the existing 0 & M Unit is manned by requisite 
number of trained personnel capable of review-
ing the work procedures. The unit should study 
and lay down the norms of work from time to 
time and scrutinis'e all proposals for increase in 
staff. This would also make the Organisation 
self-reliant in this regard without depending 
upon any outside agency, Government or pri. 
vate. The staff required for this Unit may in the 

---------- .. _ ... _--._-----------
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beginning be taken on deputation from other 
Organisations and Departments of Government 
for. specified periods 8l1dgradually a cadre of 
trained· personnel from amongst the staff in the 
Organisation may be built up to man this unit 
by in-training progmmmedrawn up for that 
purpo~ and by· availing· the facilities provided 
by . the Ministry of Finance and other expert 
bodies in this behalf. 

The Committee note with satisfaction that 
there is a healthy trend in the liberalisation of 
recruitment rules in regard to certain categories 
of staff inasmuch as adequate provision for de-
partmental promotion has been made. This is 
not only desirable but necessary if the staff 
serving in the Organisation is to get incentive 
and encouragement. The Committei hope that 
in due course of time, it should be possible for 
Government to man the posts of Accounts offi-
cers through Departmental Accounts Service 
examinations which may be held periodically 
henceforth and thrown open to all suitable de-
partmental candidates. 

The Committee also hope that in time to 
come, it should be possible for Government to 
appoint 'a major proportion of its s&r;lior Execu-
tives in the Organis'ation from amongst suitable 
departmental candidates. 

I 

The Committee endorse the recommenda-
tions of the Department of Administrative Re-
fuTms in regard to modifications etc. of forms 
and returns. They are of the view that the re-
commendations, 1f implemented, will considera-
bly simplify the work and lessen the load of 
clerical and accounting work. They desire that 
Government should examine and take decisions 
on the recommendations of the Administrative 
Reforms Commission at an early date so as to 

~--~---------------~--~--~--~~-------------------
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t' "tmtb!e t'lie 'Employ_' Pr.o~ent Fund Organisa-

tion Ie impleJQem'thwra lis -expeditiously as poa-
'. :1tbIe. Not dnly wm it l~ '\b simplifying the pro-

eetlUR 11: willallO eurtifl expenditure on print-
InS_forms. TtieComnilttee also recommend 
that ~ 0 & M Urtit reeentiy set up in the Cen-
tial Oftlce should also petiodically review the 
forms and returns in vogUe with a view to assess 
which of thi!m could be eliminated, amalgamated 
or modified iftter..alia to. ensure that columns 
asking for unneceesary details are omitted. 

3.76 The Committee have no doubt about the 
utefulness (Jf the International Business Ma-
chines Equipment in the accounting work. 
Mechanisation of accounts is bound to result in 
the saving of man·power, time and money. The 
Committee note that even though the system of 
mechanised. accounting was introduced six years 
back and has on the whole proved satisfactory, 
ho firm decision has yet been taken by the Orga-
nisation. to extend it to o,ther centres. The Com-
mittee are of the view' that a decision on the 
subject is overdue. In case it is decided to 
switch·over to the mechanised system of accoun-
ting, the Q)mmittee suggest that Government 
should draw up a phased programme extending 
over a period of five years for the operation to 
be completed. They trust that the staff rendered 
surplus as a result of switch-over, will not be 
thrown out but will be suitably deployed in 
ot~~~tYpes ofworlt. with.01:lt detriment to t~eir 
~tnoiuments and status WIthin the Organisatlon. 

The Committee finei that Internal Audit has 
ptbved. quite useful in c:ietecting financial irregu-
liilitl~~ . ~nd .. w,tii,ng up~h~, Administration. They 

-' _aula reeotnrtu~tid spetMy 'dion to eliminate the 
4ieftcieftciell pointed out by the Internal Audit. 
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• " .:11 The Committee'aoo ~~oriunend that the 
~onal ~iavident ,~ Coml1l1ssionera might 
be" ~rttcted to. take1m2i1ediate steps to rectify 
the defedspclinte~ out sO tar by Internal Audit 
tmd to submit perlodlc ltetJrirts"to the Central 
Pz:ovident Fund Commissioner indieatJng acttOD 
taken to remove the lacunae. 

-38 !.84 The Committee would like to impress upon 
Government the desirability of taking imme-
diate action to set right the irregularities pointed 
titlt in the audit reports and take - such other 
Corrective measures as may be considered neces-
Sllry to eliminate the recurrence of such lapsea 
tit irregularities. 

~7 1.8'7 The Committee are unhappy to note that as 

4.9 

\:oS ..... 

on 31st March, 1969 there were 9.56 lakbs of 
Antit1al Stbtetnents of Accounts pending for issue 
and as many as 20,000 accounts for monthly post-
ings. They are constrained to observe that no 
serious effort has so far been made by the Orga-
nisation to tackle this problem which has assum-
ed such a gigantic magnitude. The Committee 
hope that an all-out effort would be made by the 
Organisation to adhere to the target date of 31st 
March, 1970 to wipe out the arrears by deputing 
their Inspectors to contact the defaulting estab-
lishments and persuading them to submit all the 
wanting returns immediately. 

The Committee are ~ad that Government 
havertoW' decided to circulate proposals regard-
ing application of higher rate of contributions to 
any class of~establishments, to the organisations 
If employers and "Yorker.s also. The Committee 
feel that, in a tripartite scheme of this nature 
it is better to take into con,fidence all the in-

"terests concerned as far as posSible before 
.. - ~l$.g suc1\ a ,Vita) dt!tis'lon. ThtV 'are nGl able 

. . ;.'... " I t( or ~ \ f • 
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to appreciate why it should be ~cult to lay 
down a definite procedure for making the en-
quiry. In their opinion, the demand for laying 
down a definite procedure for the purpose is 
justified and deserves faV<JUrable consideration. 

The Committee are further inclined to think 
that uniformity in rate of contributions is 
neither practicable nor desirable since any cri-
terion placing the better placed industries\bigger 
establishments on the sa~e footing as smaller 
industries with limited financial resources would 
lead to the latter complaining about discrimina-
tion in favour of bigger industries. Therefore 
all, Taxation laws df Government also do pres-
cribe different graded rates. Hence the Com-
mittee agree that rates of contributions should 
be based on the capacity of the industry to pay 
as is the case at present. 

The Committee note that the substantial 
growth in the arrears is by and large attributa-
ble to adverse economic conditions on account of 
recession in the "Textile" and "Engineering" in-
dustries. NQW that these industries are picking 
up, the Committee urge the Employees' Provi-
dent Fund Organisation to intensify their efforts 
in realising the arrears by persuasive and legal 
measures where necessary. 

The Committee also recommend that with 
this end in view, the Organisation might enlist 
the co-operation of public men including Mem-
bers of Parliament, Members of Legislative A3-
semblies in States, of the Regional Committees, 
leading Members of Employers' Organisations 
as well as employers' represen\lltives on th& 
Central Board of Trustees, of the respective re-
gions. 

The Committee observe that inspection r ... 
reports and submission of returns are the only 
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operating devices for ensuring regular remit-
tance of contributions by employers. They, 
therefore, suggest that a" very close and strict 
watch may be kept on the timely submission of 
the prescribed returns. The CO'mmittee also feel 
that if inspections of defaulting establishments 
are made more frequent, the tendency to default 
would be curbed. 

4.38 The Committee find that in an effort to 

4.39 

4.47 

compel defaulting establishments to comply 
with the provisions of the Act and the Scheme 
the primary role is to be played by the State 
Governments. The Committee recommend that 
it should be the utmost endeavour of the Re-
gional Commissioners to secure close co-opera-
tion of the State Governments and keep a cons-
tant liaison with the concerned officers in the 
States. At the same time they are expected 
to utilise methoos of persuasion and personal 
contacts with the establishments with a view 
to recover dues to the maximum extent pos-
sible. 

The Committee realise that the punishment 
provided for under Section 14 of the Act is not 
an adequate and suffi,eient deterrent against 
habitual defaulters. From the facts furnished 
to the Committee, it is clear that in the majo-
rity of cases, fines of nominal amounts have 
been imposed by courts. It would appear that 
a defaulting establishment would rather prefer 
to pay nominal fines and I or suffer simple im-
prisonment instead of paying up the arrears in 
default. The Committee, therefore, recommend 
that the penal provisions should be made more 
stringent and effective as early as possible. 

The Committee feel that these coercive pro-
cesses can be successfully applied in cases of 
establishments which are financially sound but 
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. ~e~WI' yd~a.ld P8YlDent. However, the-1. 'i~~1w Ius pro.d ineffective in deal-
~g wiUl ~ whidt· an ftnancially weak-the_ 
.u,* ~t~" nlUls beiDg a ootable example. In 
~h ~~ th@ appropJiate Governments have-
~ ftp~ ~ bet leluctMlt to take steps when 
t.PP1 ~e.tijU in pr.elllatu%e closure of the estab--
lishments l~J ~ the unemployment of 
workers. This approach too, is tetponsib¥,l for 
accumulation . of provident fund· arrears for-
wftich the ~ct itself has no power. The pros-
pects of realisation of 'pr9vident fund arrears 
from such weak units will, to some extent, de-
pend upon the revival of' the industry cancer-
nect It is encouraging to note that economic 

-conditions in trade and industry is now im-
proving. This will have a wholesome effect. 
en realisation of ~rrears a~o. 

The .Committee also note that legal pro-
cesses are not very effective in the case of 
same of the llardened defaulters who though 
few in number, account for a large part of the-
arrears. The Committ~e suggest ijlat GO¥.ern-
ment should· consider the feasibilitY of provid-
ing compulsory imprisonment in the case of' 
prosecutions under Section 14 of the Act and 
the imposition of more stringent penalties in-
cluding fines for every d~y of continued de-
faults. ---The Committee agree with the recommenda-
tion of tbe National Commission on Labour 
that defaults should be ~e cognizable under 
the In4ii4n Penal Code. 

The Committee feel thet the Central I Re--
gional Commissioners should have ~ent
powers for sanctioning prosecutions vested in-
them, as also the power to issue r~overy cer-
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~~~at~ ~d rfC~~4 t9M Section 19 of the 
~d ~t ~ ~uitagll' rpnepped immediately to 
4~l~~at~ th~ ~w~r~ o~ ~~propriate Govern-
~en~ to the Central ~ovi.~t Fund Commis-
s~onQr . ana other Qft1ce~ ot the Organisation. 
Th~y w()lolld, howe~er, Uii~ that the powers so 
delegateq mJ~ht be useq. with caution in close 
co-operation with the Stay; Government. 

The Committee further recommend that 
the State Governments ma.y be persuaded to 
specify adequ~te number O'{ Magistrates to deal 
exclusively 'with enforcemez;1t and prosecutions 
qn~eJ;' th~ Act. . .' 

Th~ Committee also s~gest that Govern-
ment might cOBstder ~the 'ieasioility of inserting 
provision ~imilar to Section 221 of the Income 
Tax Act, 1961, in the E.P.f. Act as this would 
have considerable effect in enabling speedy 
liquidation of arrears. ' . 

'. 'I " • , " • I.' : ~ 
The Committee. are of tue view that In case 

a mill or establishment is unable to pay up the 
arrears and is on the verge of closing down or 
falls sick, the Central Government\State Gov-
erpment ihould consider providing all possible 
assistance ta the mill by way of loans and\or , 
aavances or t~ke such other suitable steps as 
may be considered necessary with a view to 
rehabilitate it and to safe~ard the interests 
of tbe warkers. 

The Committee, while noting the diftlcultles 
pointed out by the Government i.J:l aiiopting 
the course or recovery . of ,.employees' contribu-
tiondil'ectly,from them, would like to empha-
sise . th.~t Government should give serious 
thought to. the problem of default by employers 
In. regarci to t1;le payment of employees' contri-
bution $lreaqy dequcted from their wages but 
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not deported and devise some effective method 
to ensure that employet;!s' contributions are in-
vesting a portion of provident fund accumu-
ployers regularly. They would like Govern-
ment to' examine, in this connection, the feasi-
bility of providing by law the collection of em-
ployees' contribution from the employers as 
customs or excise duty or alternately the 
desirability of taking advance deposits from 
the employers or bank guarantees in favour of 
Central Board of Trust,ees from them with a 
minimum fixed percentage of the total contri-
butions (both of employers and employees) re-
quired to be remitted by them to the Fund as 
a measure of security against default. The 
quantum of advance deposits (1f the amount of 
bank guarantee may be worked out by actuarial 
experts. 

The Committee understand that interest to 
the tune of Rs. 13.84 crores accrued on invest-
ments during 1967-68 as against Rs. 11.84 crores 
in 1966-67. They are happy to note that the 
rate of interest has steadily grown over the 
years rising from 4.75 per cent to 51 per cent 
for 1968-69. The Committee further learn that 
the Central Board of Trustees had decided to' 
raise the rate of interest for the 1970-71 to 5.7 
per cent. This is a matter for gratitlcation. It 
is thus evident that this higher return on 
accumulations is the direct result of the libera-
lisation of investment pattern during 1967-68. 

5.16 While appreciating Government's concern 
in not taking any risk in the matter of invest-
ment of Provident Fund monies in the private 
sector securities and debentures, the Com-
mittee cansider that there is scope for further 
diversification of the pattern of investment 
with a view to obtain greater return on invest-
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ments. The Committee recommend that Gov-
ernment should consider the feasibility of in-
vesting a portion of provident fund accummu-
lation in the Unit Trust of India, gilt-edged 
securities, Municipal Corporations, Housing 
Boards and similar bodies where Government 
guarantee is provided. 

5.22 The Committee suggest that an investment 

6.4 

6.5 

Committee may be constituted for the purpose 
of advising the Central Board of Trustees in 
matters relating to the investment of its funds. 
The aforesaid Committee may consist of persons 
having special knowledge and experience in 
financial and banking matters, particularly 
matters relating to investment of Funds. 

Having re~rd to the fact that the Em-
ployees' Provident Fund Scheme is basically a 
scheme for Retirement Benefit, the Committee 
consider that further liberalisation of the 
Scheme for non-refundable advances is not 
desirable. If most of the. savings of an em-
ployee are exhausted in the shape of advances 
befure actual retirement, the primary objec-
tive of the scheme will be defeated. This 
apart, further libralisation would mean further 
loss of money to the Fund, reduction of invest-
ment capacity and the need for devising a 
system for checking misuse involving a heavy 
burden on the administration. More-over libe-
ralisation encourages spend-thriftness among em-
ployees. A further fact or militating against libe-
ralisation is the scope for the misuse of the 
provisions of advances as has been already 
evidenced in the case of house building loans. 

The Committee, are therefoTe, of the view 
that, for the time being, the existing provisions 
in the Scheme in regard to sanction of non-
refundable advances adequately meet the-
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~p .. ~J: \V~ t~l. W~ framed. Th~ 
~~~ ~J4, h'W~~t suggest that the-
9pcr~~ o~ ~ pr!,s~. 'q¥eme for such acl-
van~ may ~e ~~y W;~~ed and the poli-· 
~ re~"¥e4 ~ter ~ peri04 of 5 years, with a-
vie.w. ~ ~ne whether there is any case for 
further llberalisatioD. , ; 1 •. ~.: ., . ~ 

U . 'With a view to check the abuse of the-

1.12. 

facility regarding grant of advances for house 
COnstructioll, the Committee recommend that 
wl:aenever, after sanction 'of the advance, the-
pale tums out .to be Nspidous, physical varin-
ea~ at site may be earrJed out by the Ins-
pectorsat periodic intervals and reports made 
to the Regional OtIlce. 

~e Committee 'are concerned to note that 
there is no time limit prescribed for grant of 
advances. The Committee recommend that 
speCific time schedules should be evolved by 
the . ~p~ees' . ProVident Fund Organisation. 
for grant of the various advances depending on 
the natuTe of the advance applied for. The 
Committee would suggest a maximum limit of 
2 months for' sanction of heavy sums of money 
for house construction etc. and graded lesser 
periods for other advances. They also feel that 
fpr small advances~' the applications should be 
diSposed of within 7 daY's. Such a self-imposed 
limit, except in exceptional circumstances. 
would cut administrative delays largely. 

As regards applications for medical ad~ 
VUlces, the Committee would like that these 
~ . ~~tiniSed and promptly disposed off 
normally within seven. days. In emergent cases,. 
where the applicant is seriously ill, provii6Dnal: 
advances should be made after verifying the 
available balances at his credit, if formal lane-
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tio~is li~elr to en~ap ~¥. In this connection. 
the Committee would nke to draw the atten-
tiim of Ute GQ'V~rnmJnt to the recommendation, 
mad~by the Departffi~nt of Administrative 
Reforms regarding introduction of a coloured 
application 'form for Megical advances, which 
they are inclined to endorse. 

The Committee would like to ppint oul that. 
while' the main cause of delay in 'the eXpedi-
tious payment of advances is the filling up of 
incomplete applications,' the Organisation has ,0 f!l~ taken no corrective measures in this re-
gard. The Committ~e would therefore, suggest 
that Qle following steps may be taken by the 
Organisation to minimise delays arising out of 
filling up of incomplete applications:-

(i) An Employees' Guide on Advances. 'may 
~ prepared and printed in Hindi and 
in all the regional languages with 
standard fO'l'Dls of applications for each 
kind of admissible advance and distri-
buted free of cost to all the subscribers 
for their guidance. 

(ii) It should be made incumbent upon the 
Employers to arrange for checking at 
the spot whether the applications are 
complete in all respects and in the 
event <Yf cwy lacunae to get them recti-
fied by the applicants then and there 
before forwarding them. 

The Committee appreciate the views of the 
Government that the sanction of refundable-
advances would involve administrative diffi-
culties as a watch will have to be kept on the 
refunds of loans taken by the Members of the 
Fund. They would also not like the Organisa-
tion to be burdened with additional financial 

~----------.------------------------------------------
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difficulties. In their opinion, the present restric-
tions in this behalf are desirable. However, the 
Committee would like to stress that the scheme 
of channelling refundable loans through credit 
cooperatives might be expedited and finalised at 
an early date. 

The Committee, while appreciating that 90 
per cent of cases of settlement of claims are 
settled with expedition, are unhappy to note that 
there are as many as' 21,321 claims outstanding 
for settlement as on 31-3-69. The Committee 
feel that the Organisation should make the maxi-
mum efforts to clear the backlog of these arrears 
by the end of 1970 at the latest. 

They feel that when the delay is solely 
due to the non-submission of contributions and 
returns by the employers they should be asked 
to submit them within a stipulated time-limit. 
Over and above that, Inspectors should be 
deputed to get the required returns from the 
employers with a view to make expeditious 
settlement of claims. 

The Committee also feel that where the 
delay in settlement of claims is due to delay in 
obtaining death certificates by heirslnominees 
of the deeeased persons, from the Civil\Revenue 
authorities, the Government should examine the 
desirability of giving adequate discretion to the 
Regional Provident Fund Commissioner to 
decide issue of succession on the available evi-
dence and not to insist on their formally obtain-
ing family membership and guardianship certi-
ficates from Civil\Revenue authorities, in cases 
when the amount of claim does not exceed 
Rs.5000[-

,---_. __ .--_ ... _--- ---- - .. - . __ ._--
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64 6.33 The Committee are happy to Dote that the-
. amounts paid out from the Special Reserve Fund 
has been physically decreasing from 48.2 per cent. 
i1l1964 to 5.9 per cent (of total amounts forfeited) 
in March, 1969. The Conunittee also note that 
the percentage of such relief granted in 1968-69' 
as employers' share to the total accumulations in 
the Reserve and Forfeiture Account viz. Rs. 3.93-· 
crores would be less than 1130th of total accumu-
lations in the account. The Committee, there-
fore, are not inclined to favour the decision to 
confine payments from Special Reserve Fund 
only to the extent of employees' share. They 
feel that payment of both employers' and em-
ployees' share from the Special Reserve Fund 
would not deplete the resources to such an ex-
tent as to wipe it out altogether, particularly 
when the majority of employers are stated to be 
paying regularly their and employees' share of 
contributions. The Committee would, therefore, 
like to suggest that both employer's and em-
ployees' share of contributions should be paid 
from the Special Reserve Fund in cases where 
the employers fail to pay their contribution in 
future. 

65 6.38 The Committee regret to note that the 
Organisation have not prescribed a maximum 
time limit within which payment should be made 
to the nominee (of a deceased subscriber) whose 
needs would naturally be emergent: Since the 
Death Relief Fund is· a benefit primarily for 
those survivors <1f employees who expire 
during their term of employment in an establish-
ment, the Committee feel that the payment of 
the sums from this Fund should be made with 

. the utmost expedition. The Committee, there-
fore, recommend that payment from the Death 
Relief Fund to the nomi~eelheir of the deceased'. 
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'8hoti~4 be made Within is days otihe death Of 
·the Mehiber. . . 

~ ·dmrumtt~ are ~py to note .ucla 
J&itg delays in: laying the accounts of Income 
. and Expenditure di1 the Table of Parliament. 
Annual Reports Without the accounts of income 
ind eXpenditure included therein are prone to 
give a distorted picture of assessment of the 
actual working of the Organisation in all Ita 
perspective. ' 

The Committee, therefore, recommend that 
suitable s~eps may be taken by Government to 
remove the lacunae found in the working of 
the Organisation in regard to preparation and 
consolidation of Accounts with a view to adhere 
to the time schedule laid down in this regard. 
Government should also take up the matter of 
expeditious auditing and certification of ac-
counts with the Comptroller and Auditor Gene-
ral. 

The Committee further recommend that the 
Annual Report of the Employees' Provident 
Fund Organisation should be cast on the same 
pattern as that of the Annual Report of Em-
ployees' State Insurance Corporation and in-
clude therein the audited Income and Expendi-
ture Statement and the balance sheet for the 
earlier year as also the unaudited income ~d 
expenditure Statement and balance sheet 
for the year under RepOrt with a note indicating 
that they are sitU to be audited. 

, . 

';,e Comrtiftt~'e, would also suggest that the 
p'j-act1~e . of laYing. the Anhual Reports of the 
Organlsau.~. on' the Tibl~ of the House should 
tji. jteil iEatutorY ~gmtlbn u is the case with 

, tfii AinrlIit 'MPON of _loyees' State Insu-
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faiiee' 'cbij)diattoll '~d st~J?s may be tak~ to 
amend the Employees' Provident Funds Act 
aecoMIngly. 

While appreciating the efforts made by the· 
Organisaiion to pUbliciae the Scheme, the Com· 
inittee feel that the steps taken so far are not 
adequate enough to bring bome to the workers, 
lVho are gerierally uneducated, the objectives 
and the utility of the Scheme whi~h is primarily 
meant for their benefit. 

The Committee, therefore, suggest that the 
following measures may be taken with a view 
to give wider publicity to the Schemes:-

(i) The brochures and pamphlets etc. 
should be printed more frequently 
with attractive get-up and should be 
distributed to all the workers particu. 
larly the new subscribers at the time 
of their enrolment. 

(ii) Cinema shows on the pattern of 
Family Planning shows may be shown 
to the workers from time to time. 

(iii) Documentary films may be made in 
collaboration with All India Radio 
and shown to employees from time to 
time. 

The Committee welcome the idea of perle. 
dieal Conferences of Regional Commissioners 
fat diseussm« mattetstif common interest and 
e~olVing mellWteS lt1d prOcedures for dealing 
with common ptoDlerits. They, therefore, sug-

~.~.st that .~~~~~~~f~r,en.ces. may be ~~ld by "rota-
,qn ~~t difteren{. r~g1orial ~~ntrei, if consiaered 
easlDle. • .. 
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The Committee are constrained to note that 
in'spite of the fact that the proposal for admJnis-
trative merger of Employees' Provident Fund 
Scheme and Employees' State Insurance Scheme-
was mooted as far back as in 1962 and has been 
r~mmended by two expert bodies w. th~ -Em-· 
ployees' State Insurance Scheme Review Com.-
mittee and the National Labour Commission,. 
Government have not taken any concrete steps-
in this regard. 

They feel that the merger of the two Schemes 
would not only lead to substantial economies in 
the cost of administration through reduction in 
overhead costs, elimination of duplication in ins-
pectorate and supervisory staff etc. but would 
also add to the convenience of the managements 
and the workers who would be required to deal 
with a single authority for all matters ~oncern
ing the two Schemes. 

The Committee, therefore, recommend tha* 
Government should lay down a target date by 
which the merger of the two Schemes should be 
completed and all legal and administrative stell" 
required for that purpose should be finalised. 

They would further suggest that a Coordi-
nation Committee consisting of representatives 
of both the Organisations should be constituted 
to implement the Scheme so drawn up in this. 
regard and to watch its progress. 

The Committee hope that an early decision 
in the matter (i.e. regarding introduction of Un-
employment Insurance Scheme) would be taken 
by Government and steps taken to Implement 
the pilot Scheme as early as possible. 

The Committee hope that an early decision 
in the matter would be taken by Govemment~ 
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The Committee are also glad 10 know from the 
Budget Speech of the Prime Minister that Gov-
ernment propose to supplement contribution of 
employers and employees by a contribution from 
the Government to make up a separate fund 
from which family pensions as well as a lump 
sum payment will be made to the beneficiaries 
of an employee in the event of his death. 

-.. ------. --'--- --_. --_ .. __ ._---_.-
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(Vide IntroductiO'n) 

Analysis oj recommendationslconclusions contained in the Report 

I. CLASSIFICATION OF RECOMMENDATIONS 

A. Recommendations jor tmproving the Organisation and Work-
ing: Serial Nos. 5, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 21, 22, 23, 29, 
30, 31, 33, 34, 35, 36, 37, 40, 41, 42, 43, 48, 5, 57, 58, 59, 60, 62, 63, 65, 
66, 67, 68, 70. 

8. Recommendation for effecting economy: Serial Nos. 19, 20, 24, 
25, 26, 27, 28, 32, 55, 56, 61, 71, 72. 

C. Miscellaneous Recommendations: Serial Nos. I, 2, 3, 4, 6, 7, 
8, 38, 39, 44, 45, 46, 47, 49, 50, 51, 52, 53, 54, 64, 69, 73; 74. 

II. ANALYSIS OF THE RECOMMENDATIONS DIRECTED TO-
WARDS ECONOMY. 

.----....... ---

Serial S. No. as per 
No. Summary of 

Particulars 

Recommendations 
(Appendix vnn 

1 19 

2 20 

In the interests of economy, the criterion to open 
regional office should not be a State but the 
strength of subscripers in a particular area wi' h 
a minimum of 1,00,000 subscribers therein. In 
due course, Government may review the ques-
tion of amalgamation of some of regional offices 
on this basis. 

To avoid infructious expenditure as was incurred 
on a private efficiency Experts Firm, Study of 
working of organization should be entrusted to 
a body of actuanes, Auditors and 0 & M 
experts. 

A fullfledged O&M Division should be set up with-
in the organisation itself. 

---.--------
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I 2 3 

3 24 To avoid payment of huge rentals, and in the con-
text of proposed merger of EPFO with ESIC. a 
revised schedule for construction of office build-
ings in close proximity or for a common build-
ing, may be drawn up. 

3 25 To the extent possib1e staff quarters in clos~ pro-
xmity to regional offi.;es should be provided in 
a phased manner observing a time schedule 
therefor. 

4 26 Due to the wide divergence in budget estimates and 
actuals during successive years more realistic 
budget, excluding abolished or unfilled posts 
etc. and thus avoiding savings being blocked. 
may be drawn up. 

5 27 The Orgnisation should also assess requirments of 
posts in consultation with U.P.S.C. or through 
direct recruitment or promotion in a year well 
ahead of Budget Estimates being drawn up with 
a view to bridge the wide gap between Budget 
Estimates and Actuals for any year. 

6 28 Staff Inspection Unit of Ministry of Finance should 
be asked to expedite study of assessment or 
workload within 6 months. 

7 32 Government should examine and take decisions on 
recommendations of Department ofAdministra-
tive Reforms for Simplification and Reductions 
of Forms and Returns in use, with a view to 
curtail expenditure on printing of forms. The 
O&M unit of the Organisation should also 
periodically review the forms and returns in 
vogue with a view to assess their elimination 
modification or amalgamation. 

8 55 Further liberalisation of scheme for non-reunda-
ble advances is not desirable since it would part 
from other factors lead to a heavy burden on the 
administration financially. 

9 56 The operation of the present scheme for advances 
for house construction may be reviewed after a 
period of 5 years. 

_._---_ .. 
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10 61 

tI 

72 
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The present restriction in regard to sanction of 
(refundable) advances are desirable as uniform 
sanction thereof would involve administrative 
burden and additional financial difficulties. 
However, scheme of chanelling refundable loans 
through credit cooperatives and might be expedi-
tiously finalised. 

Merger of EPF and ESI Schemes would lead to 
substantial economies in cost of administration, 
eliminate duplication in inspectorate and super-
visory staff etc. and make it convenient for mana-
gements and workers to deal with a single autho-
rity. The merger should have been completed 
by a target date to be laid down. 

A coordination Committee to implement and 
watch the progeress of merger scheme should be 
set up. 

--- ------- .---- ---_ .. _------

GMGIPND-R.S. 1-3935 (D) L.S.-16-4-70-113rs. 



© 1970 By LoK SAlIBA SBC'Ul'AllAT 


	001
	002
	003
	004
	005
	006
	007
	009
	010
	011
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042
	043
	044
	045
	046
	047
	048
	049
	050
	051
	052
	053
	054
	055
	056
	057
	058
	059
	060
	061
	062
	063
	064
	065
	066
	067
	068
	069
	070
	071
	072
	073
	074
	075
	076
	077
	078
	079
	080
	081
	082
	083
	084
	085
	086
	087
	088
	089
	090
	091
	092
	093
	094
	095
	096
	097
	098
	099
	100
	101
	102
	103
	104
	105
	106
	107
	108
	109
	110
	111
	112
	113
	114
	115
	116
	117
	118
	119
	120
	121
	122
	123
	124
	125
	126
	127
	128
	129
	130
	131
	132
	133
	134
	136
	138
	139
	140
	141
	142
	143
	144
	145
	146
	147
	148
	149
	150
	151
	152
	153
	154
	155
	156
	157
	158
	159
	160
	161
	162
	163
	164
	165
	166
	167
	168
	169
	170
	171
	172
	173
	174
	175
	176
	177
	178
	179
	180
	181
	182
	183
	184
	185
	186
	187
	188
	189
	190
	191



