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INTRODUCTION

I, the Chairman, Estimates Committee, having been authorised
by the Committee to submit the Report on their behalf, present this
Hundred and 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
‘Memoranda, giving evidence and for making valuable suggestions
to the Committee,

4. The Report was considered and adopted by the Committee on
the 18th March, 1970.

5. The Committee also wish 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 V).

M. THIRUMALA RAO,
New DEeLHI; Chairman, Estimates Committee,

March 21, 1970|Phalguna 30, 1891, (Saka) ,

vii



CHAPTER 1
INTRODUCTORY

A. Historical Background
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
manifested 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 modern 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 him|them 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
has 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 absolutely 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, gratuity 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 for giving them Provident Fund Bene-
fits and were not covered by the above enactment. In 1929, the
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 covered provident funds 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 Commission,
discussing social security, had admitted 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, emcourage employers, by financial grants or
other means to inaugurate schemes of this nature for their
employees”.

The Cammission, nevertheless, observed that two Members there-
-of viz. Shri N. M. Joshi and Dewan Chaman Lal, however “consi-
dered that the problem of making provision for old-age is one that
will compel 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 permit the immediate introduction of old age pension in the
cotton textile industry” but suggested that a system of paying re-
tirement gratuities after about 15 years’ qualified service should be
introduced 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 Royval Commission as
also of the Committee referred to were not implemented.

Labour Investigation Committee

1.11. The Labour Investigation Committee which was appointed
in Fabruary 1943 under the Chalrmanship of Mr. D. V. Rege, I.C.S.
submitted its report on 5th March, 1946, dealing with the problem
of Provident Fund, Gratulties and Pensions and, while doing so, sur-
veyed the condltlons 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 fol~
lows:—

“The whole problem of provision against old age or death of
bread-winners legitimately falls within the sphere of So-
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 rno
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 employers’ contribution to provident funds of workers
the restrictions on withdrawal of employers’ contribution
seem to be somewhat unsatisfactory. If 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 compulsorily
.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 introdue
tion of provident funds in private undertakings was taken.

Pension or Provident Fund

Views of various Expert Committees|Labour Tribunals ete.
(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
schemes 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 instituted 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) Industrial 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 dhe 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
smployees 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 build up 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’ Provideny
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. 300/- 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 Fund was
as follows: =

“Underground minor and underground piece workers—60
days’ attendance; Others 65 days’ attendance in any quar-
ter.”

Different rates of contribution had been fixed for persons in aif-
ferent income groups. For monthly-rated employees the rate of
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contribution fixed was annas 10 per month in the case of those re-.
ceiving upto Rs. 10 and 1]|16th 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
equal 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 assurance 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 Ordinaunce
was replaced by the Emplovees’ 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-
dix 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 employees.
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.

(ii) 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 withdrawals|forfeitures 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
Xeatures of the Employees’ Provident Funds Scheme:—

Originl Existing
() Workers employed in covered (1) One years’ continuous cervice
factories who had completed one or actual work for not less than
year’s continuous Service were 240 days during a period of
made eligible tor membership of twelve months or less.

the Fund. For this purpose, if a
worker had worked in a factory
for not less than 240 days during
a period of twelve months, he was
decmed to have complgted one
year’s continuous service.

(1) The workers employed by or (1) Tke employees employed ty
through contractors were not or through a contractor have
given memtership of the Fund. teen granted the tenefit of

provi¢ent fund.

{{t11) The workers whose basic wages 111) The present I'mit is urto

and dearness allowance d°‘d not Rs. 1,000/- p)m. of basic
exceed Rs. 300/- p,m. were wages, dearness allowance, cash
Eligible for membership of the value of food concession and
Fund. retaining allowance, if any.
1v) The statutory rate ot contribution (:v) In the case of establishmrents
was 6 1/49, of basic wages and employing 50 or more persons
dearness allowance. and engaged in any of the

specified industries/classes of
establishment the statutory rate
. has been enhanced to 89, of
basic wages etc. For others the
rate is 6 1/49, of basic wages,
dearness alllwance, cash value
of tood concession and re-
taining allowance, if any.
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Original Existing
(v) There was no provision for grant (v) Now a member can draw non--
of advances to the members refundable advances for the
except the facility of granting following purposes :—

advances for financing life insu-

rance policies on the life of the (1) For payment of amount of

members. premia on a policy or policies
of insurance on his life.

12) for purchasing a dwelling house
or a house site or for construc-
tion of a dwelling house ;

- (3) if workers are thrown out of
employment due to temporary
closure of an establishment for
more than .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 advaice from employers’
sharc under certain crrcumsta-
nces;

(4) for purchasing a share or shares
of Consumers’ Co-operative
Societies, or Co-operative
. Housing & Credit Societies;

(s) for meeting expenses incurred
in connection with  illness
(categorised for this purpose)
either in respect of the me nber
himself or a member of his.
family ;

(6) in the case of individual
rettenchment, fpending final
withdrawal, monthly  with-
drawals not exceeding six are
permissible subject to certain
conditions.

(7)* for daughter’s marriage or post-
matriculation  education of"
children.

(8)* if member’s property is danag-
ed by a calamity of excep-
tional 1 ature.

(v1) Expenses for administering the (vr) Now the expenses of adminis-

Scheme were recovered trom the tration are recoveied on the:
employers of unexempted fac- basic wages, dearress allownace:
tories on the total employers’ and etc. on which provident fund.
workers’ contribution. contributions are deducted.

#Added at the suggestion of the Ministry at the time of factual verification,



11

(on1) Payment of employer’s share to (o) The present position is as

the outgoing members was re- under :—
gulated as under :
Original Existing
Period of membership Employers’ Period of membership Employers’
of the Fund share with of the Fund share with
interest interest
thereon thereon
refundable refundable
(a% Less than § years Nil  (a) Less than 3 years 25%,
(b) 5 years or more but 50%, (&) 3 years or more but
" less than 10 years 509, less than s years 509,
(c) 10 years or more but (c) s years or more but
less than 15 years 55% less than 10 years 75%
(d) 15 years or more but (d) 10 years or more but
less than 20 years 75% less than 1§ years 859,
(€) 20 year or more 1009, (e) 15 years or more 1009,

(vir) Full amount standing to the (vm:) Full amount standing to the
credit of the member with interest
thercon was payable in the event
of the member’s death, on attain
ing the age of super-annuation or

on retirement on

account

of

permanent and total incapacity
for work in any industry due to
bodily or mental infirmity duly
certified by a registered medical
practitioner or medjcal officer of

the factory.

credit of a member in the Fund
with interest thereon is re-
funded in the evert of dcath,
retirement, retrenchment or
migration from India for per-
manent settlement abroad and
on Jeaving service for any rea-
son after completion of 15 years
membership and also in the
followirg contingencies : =

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

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

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

(d) immediately on ceasing to sub-
cribe to the Fund in the event
of an establishment going out
of the purview of the Act under
Section 1(5) 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 follow:

~ 122, 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 guaranteed 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.

124 The Committee understand that Provident Fund Schemes as
social security measures for workers are prevalent only in a few
countries of the world. Almos: all the advanced countries of the
world like U.S.A,, UK, 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 scheme in the world js the Beve-
ridge scheme in the UK. formulated under the stimulus of war.
The scheme as it now operates comprises National Insurance, Indus-
‘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 Cevlon, India, Malaysia 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 public
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. 500/- 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 2} 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 plantatiops of 25 acres or less, 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 2} per cent compound inte-
rest (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 con-
tribute 5 per cent of pay roll. However, they pay no contribufion
for employee whose earnings are below 10 dollars a month. The
benefit of Provident Fund is available in case of old age, invalidity
and death. A lump sum equal to total employee and employer com-
tribution paid in since 1954, plis at least 24 per cent compound imn-
terest is paid.

African countries

(a) Ghana.—The Provident Fund System in this country covers
employees of firms with 5 or more workers. However, casual work-
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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 benefit).
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 three 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 lump 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 cases.

(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 programmes, 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) vambia—The Provident Fund System in this country covers
employees of firms with 10 or more workers. Coverage is subject
to extension gradually to smaller firms. Casual workers and aliens,
under equivalent 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 paid 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
countries of Asia and Africa, quite a few countries have set up Pro-
vident 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 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 small coun-
try as Ceylon it even extends to 3. The Committee have no doubt
that, in India also, the benefits of the Provident Fund Scheme will be
extended in due course to workers employed in smaller establish-
‘ments.



CHAPTER I
COVERAGE AND MEMBERSHIP

A. Coverage
Coverage—An Analysis:

2.1. Ason the 1st June, 1969, the Employees’ Provident Funds Aet,
1952, was applicable to 121 industries|classes of establishments. The
enhanced rate of contribution of 8 per cent has, however, been made
applicable to 83 industries|classes of establishments employing 50 or
more persons. With effect from 30th June, 1860, two more indus-
tries|classes of establishments, viz Ice and Ice-cream and Diamond
Mines and with effect from 31st January, 1870, General Insurance
were covered raising the total number of industries|classes of estab-
lishments to 124 (Appendix—1I). The total number of covered estab-
lishments as on 31st March, 1969 was 48,835 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 industry|establishment 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:—

Public Private Tota

Category Sector Sector
Establish-  Establish-
ments ments
Bxempaed 194 1,781 1,975
E. Un>xempted 1,461 40,399 41.860

16



17

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
1. Departmental . 215 178
2. Public Sector Undertakings . 110 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 Board 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
Undertakings 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 Zone) held in May, 1969. It was
agreed in all these meetings that public sector undertakings should
either comply with the provisions of the Act or secure exemption
under Section 17 of the Act.



18

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 sector 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, Government should
enforce the provisiens of the Act by taking recourse to Section TA
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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tral Government establishments, the only case where total exclusion
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 and
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 establishinents 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 them
formal exemption under Section 17 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) His 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 continu-
ously for one year or should have put in 24 days’ actual
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work in a period of 12 months or less.

(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 eligibility 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 contribution 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 first 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 apply 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.

] * L L *

The only difficulty is that there might be enrolled many
workers who will have no prospect of continuing in em-
ployment. They may 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 three|six months of his entry into service, the offi-
cial witness stated, “If the employer is willing to treat him as a
permanent worker 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 suggestion to curtail the qualifying period in the case of
employees who are made permanent in less than a year of their j join-
.ing service and bring in a suitable amendment to that effect in the
Employees’ Provident Funds Act and the Scheme, if necessary.

-Extension of the Act to Jammu & Kashmir

2.13. The Employees’ Provident 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
Emplcyees 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
Provident Funds Act could not be extended to Jammu &
Kashmir because of certain constitutional difficulties.
After the constitutional difficulties werc 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 coverage
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.
They have suggested a few amendments. So that is where
it stands now.”

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

M 1A AMAY 1M ar



22

Government. They hope that, in the interest of uniformity, a finak
decision in the 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|
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, 1852 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 informed the Committee as under:—

“21 new industries 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 industries|classes of establishments has
been 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 Rollers, Kolhus ete. or any other article-
on hire.

(10) Bstablishments engaged in Publication of Books and
Magazines etc. other than Newspaper.

(11) Financing establishments other than Banks.

(12) Establishments engaged in the manufacture of Ovaltine,.
Bournvita, Alvimilk, Alvitone, Horlicks, ete.

(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.
l-prepage) have already been covered by the Department of Labour
and Employment Notification No. PF-II-3(11) I|58 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
organised 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, Government 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 shculd not be insignificant.

s{Coverage of Beedi Industry

2.19. During evidence, it was pointed out to the 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 pointed out that
by virtue of another provision in the Act viz. “Trading and Com-
mercial Establishments” in Appendix I to the Act, whereby traders,
commercial 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 ccttage industry basis, employing
casual labour. There were no established employer-employee rela-
tionship, some taking the raw material 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 Employees’ 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 cover a considerable body of workers under this
‘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-



25

tively to protect agricultural and unorganised labour. Agricultural
labour was dispersed and was largely 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 flelds and this might pos-
sibly be the reasons why Trade Unions themselves had been unable
to do very much to organise agricultural and unorganised labour.
He added that State farms like the Suratgarh and Teraj 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.

(lv) 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 sure if agricultural farms maintained
by the Central and State Governments are covered by the Employees
Provident Funds 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 Islands. Apart from agricultural farms, there are a
large number of fruit orchards, botanical and zoological 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 and later dropped,
no further survey has been undertaken to assess whether these can
now be appropriately brought tunder coverage. The Committee,
therefore, recommend that survey of agricultural farms/fruit
orchards/botanical gardens/zoological gardens should be undertaken
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without any further delay with a view to assess the feasibility of ap-
plying the Act to the agricultural 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 workers.

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
ot 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
expected 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 meeting the increased cost of
administration.

2.28. The Committee appreciate that the extension of the Scheme
to establishments employing 10 but less than 20 persons may imposc
an administrative burden on the Organisation and increase the cost
of administration. They consider that Government should evolve
suitable means to extend gradually the social security benefits to the
employees of these establishments 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 of applying very early the Employees’ Provident Funds
Act to establishments with strength of 15 workers but less than
20 in pursuance of the proviso to Section (3) of the Act.



CHAPTER 11

ORGANISATIONAL SET-UP

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

(i) Central Board of Trustees

3.1. The Employees’ Provident Fund established under the Em-
ployees’ Provident Funds Act 1852 vests in and is. 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 amongst its officials;

(¢) not more than fifteen persons representing Governments

(d)

(e)

of such States as the Central Government may specify in
this behalf, appointed by the Central Government;

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

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

28



follows:— .
Official Non-coffictal
(1) Chairman (Secretary to Ministry) . . I
(2) Central Government representstives . . s
(3) State Government representatives 10
(4) Employcrs’ representatives . . . .. 6
(s) Employées’ representatives . . .. 6

16 12
The Secretary of the Ministry of Labour and Employment is
appointed the Chairman of the Board. The Central Provident Fund
Commissioner is the Head of the Employees’ Provident Fund Orga-
nisation and is also the Chief Executive Officer of the Central Board.
He is Secretary to the Central Board of Trustees.

3.3. It has been represented to the Committee that although the
Fund caonsists 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 think 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 agencies...... There is need for sufficient
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 represented. 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 is made up of con-
tributions of both the employers and employees exclusxvely, 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 employers and employees on the Board
might be suitably increased.

3.6. The Committee are surprised to find that the Central Provi-
dent Fund Commissioner is not even an ex-officio Member of the
Board although he is its Secretary and Executive Head of the Orga-
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
Commiittee consider that he should be made ex-officio Member Sec-
retary of the Central Board of Trustees. They accordingly suggest
that Government 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.

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 Publc 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, therefore, 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 from the three Ministries of Finance, Industrial Deve-
lopment, Company Affairs and Internal Trade and Steel and Heavy
Engineering, there are other Ministries which have an appreciable
number of public undertakings and departmental undertakings under
their control e.g. Ministry of Defence, Communications, Health and
Supplies etc. .

The Committee suggest 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 undertakings and
departmental undertakings may be represented by rotation.

Functions of the Central Board of Trustees

3.9. The following are some of the main functions of 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 of these offices;

9. 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 for the transfer of past accumula-
tions from other provident funds;

5. to issue such directions to employers regarding maintenance
of accounts of the amounts contributed by them to the
Fund as may be necessary or proper for 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 authorise 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 determining the rate
of interest to be credited 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 of 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 before enforcing the
same. This is not quite fair—One can understand the final super-
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 decisions.’

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

“In the present set-up, considerable autonomy vests in the
Central Board 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 Government's level that the approval 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 not constitute serious impediments in the
autonomous functioning of the Organization. A greater
degree of autonomy could however be secured, where
felt necessary by a limited delegation of powers to the
Board in respect of any of the above issues which are
at present referable to 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
to the Ministry of Finance for 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
regard to the following matters also:— .

(i) Modification of the Scheme under Section 7 of the Act.

(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 17A.

(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 Scheme.

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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Organisation 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, 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, 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 be 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 guide and, if necessary, 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 set 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 Board 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 would 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 Regional Commissioners who are in close touch
with State Authoritics. This indicates that for all practical purposes,
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important powers and functions under the Employees’ Provident
Funds 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 follows:—

“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 ete., 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 so
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 also, 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, Kerala, 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 and 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 Board.

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 No. of meeting  Date of

meeting

1 2 3
Andhra Pradesh . . . 3rd Meeting 29-6-1967
Bihar . . . . . I12th Meeting 13-6-1967
13th Meeting 23-12-1967
Gujarat . . . . . 2nd Meeting 14-11-1967

3rd Meeting 2-3-1968
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1 2 3

Kerala . . . . . Ist Meeting 20-4-1967

' 2nd Meeting 25-10-1967

Adjourned

20-10-1967

Madhya Pradesh . sth Meeting 5-10~-1967

Madras . . . . . 17th Meeting 12-7-19?57

18th Meeting 25-1-1968

Maharashtra . . . . . 20th Meeting 27-12-1967
Orissa . . . . . No Meeting held
Punjab . . . . . -No Meeting held
Rajasthan . . . . . No Meeting held

Uttar Pradesh . . . . . 9th Meeting 1-2-1968

West Bengal . . . . . 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 altogether 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 stcted
that the Chairman of the Regional Committee is usually the Labour
Secretary of the State Government who is usually burdened with
other duties ag well. This may partly be the reason for not edher-
ing to the schedule of holding the meetings. Other 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 matter of filling vp
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 tonsultation hes
to be done through State Governments concerned. These procsdural
formalities are time consuming. - The Chairman of the Regional
Committees have, however, been advised by the Chairman of 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 (1959-60) which they had accepted regarding the frequ-
ency of the meetings of the Regional Committees. They would now
recommend that Government should take early steps to insert a 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-
¢y in a Regional Committee should be filled up within one month of
its arising by completing 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 Delhi. .

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 (ii) the Regional Offices
in the States, headed by Regional Provident Fund Commissioners 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 enforcement|administration
of the Act and the Scheme throughout Indja.

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 IIL

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 ta 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 abscnce of conti-
nuity in 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 functioning of the Organisation, it is not only desirablc 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 LA.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 as to why it was not possible to appoint
Central Provident Fund Commissioner by promotion from 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 course of

time as the Organisation grows and gains in maturity, it should be
possible for Government to appoint persons 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 enlarged to include officers of equi-
valent status belonging to other Central offices.

Central Office and its Functions

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

0))

(i)

(iii)

to lay down the policy and procedure in respect of ad-
ministration, implementation and enforcement of Em-
ployees’ Provident Funds Act and the Scheme framed
thereunder;

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;

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 cf labour
statistics;

\
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(iv) %o compile Annual Reports, Budget Estimates, Annual Ac-
tounts (firsd audited by the Accountant General, Centrel
Revenues) for presentation to Government|Parliament;

(¥) %o invest funds as per pattern adopted from time to time
and to compile statements determining rate of interest ete.

(vi) to deal with routine establishment matters suck as crea-
tion of posts, appointments, confirmation, promotion, eon-
struction of office buildings and staff quarters, stationary

forms, furniture, equipment and such other house keeping
functions;

(vii) to undertake the Organisation and Methods aspects, sim-
plification of procedures and forms consistent with main-
tenance of efficiency and economy in-Administrative cost;

(viii) to undertake a dritical study of the results of Internal
Audit 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 of Trustees at New Delhi and elsewhere
and pursue the decisions and recommendations taken by
the Board at those meetings;

(x) to handle genéral questions of pdlicy relating to prosecu-
tions and revenue proceedings;

(xi) to decide on questions relating to levy of damages, grant
of exemptions from the Scheme, settlement of claims and
payment out of the Specia] and Death Reliet 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 their functions

8.35. A Regional Office is generally constituted in each State.
There are at present 15 Regional Offices functioning in the States of
Andhra Pradesh, Assam, Bihar, Gujarat, Kerala, Madhya Pradesh,
Maharashtra, Mysore, Orissa, Punjab, Rajesthan; Tamil Nadu, Uttar
Pradesh, West Bengal and in the Union Territory of Delhi. The State
of Haryana is served by the Regional Office of Punjab, located at
Chandigarh. The Union Territories, except that of Delhi, are eovered
by the Regional Offices constltuteq in the adjacent States.
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" Thée Regional Commissioners are the Heads of 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 Officers through the Provident Fund In-
spectors who are under the Regional Commissioners’ control. The
Regional Officers iyeceive contributions 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|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 including investment of their funds etec.

'Regional Offices—Functions '

3.36. The functioning of the Regional Offices can be divided under
the following three broad heads namely—‘administration’, ‘Enforce-

ment’ and ‘Accounts’. The actual details of work performed are as
follows; —

. (I) Administration 'Wimg

(1) Questions relating to creation of posts, appointments,
confirmation, promotion, stationery, forms, furniture and
equipment and such other house keeping functions.

(2) Preparation of the annual budget estimates, progress report
relating to settlement of most audit objections, submission
of periodical returns, preparation of pay bills and contin-

R gent bills, and other establishment matters.

(3) Maintenance of cash accounts, arranging for disbursement
of the payments authorised by .the Accounts Officers to
the members of the Bmployees’ Provident Fund and the
establishment and compilation of the Region’s Income and
Expenditure account and Balance Sheet for each year.

(I1) Enforcement ng

Enforcement mde is responublo for the following 1tenl of work:

(1) Survey of factories and qstabllshments for the purpose of
coverage . '

(b) Maintenance of bastc regsters reqmred to ensure proper
‘and .timely. coverage of establishments and grant of exem-
ption to establishments which apply for it.
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(3) Supervisior of work of the Inspectors

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

(5) 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
implementing the final decisions. )

(IIT) Accounts Wing

The matters 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 statements of accounts
to individual members.

(4) Disposal of the applications from members for advances
for dwelling sites, houses, for financing life insurance
policies, purchasing shares of cooperative societies etc.

(5) Settlement of final payment claims from members|no-
minees including payment made from the Special and
Dgnth Rolief Funds,

(6) Transfer of accounte of members transferred to other' -
establishments either in the same or other regions.

(7) Pre-audit of establishment bills before payment.
(8) Submission to penodlcll reports and returns’ relatmg to
accoun'u matters, : v
Settmg up of Regzonal Offices

337 Government have furnished the followmg figures show'ing
the number of subscribers of‘the unexempted establishments with-

ra



4
ih the jurisdiction of the fifteen Regional Offices: —

8. No. Region No. of
subscri-
ber at the
end | of
Sept. 1969

I 2 3
1 Andhra Pradesh . . . . . . . 2,12,168
2 Assam . . . . . . 13,512
3 Bihar . . . . . . . 1,03,035
4 Delhi* . . . . . . . . . 86,340
s Guijarat . . . . . . . 1,83,203
6 Kerala . . . . . . . . . 2,86,807
7 Madhya Pradesh . . . . . . . 1,12,157
8 Maharashtra . . . . . . . 7,115,699
9 Mysore . . . . . . . 1,45,872
10 Orissa . . . . . . . . . 66,277
11 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 constituted in each State. As already stated
earlier, the only State of Haryana, wheré there is no regiornal office
of its own, is served by the Regional Office of Punjab.

3.38. The Committee observe that in as many as four States, the
regional offices cater to less than one lakh subscribers.

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 Organisation. The Com-
mitteo, therefore, recommend that, in the interest of economy, the
criterion te opem a regional office should mot be a State but the

wfigares of Augwst, 1969 adopted provisionally in respect of Delhi and Refasthan.
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streng‘s of subscribers in a particular area with a minimum of 1,00,000
subscrivers therein. They suggest that, in due course of time, Gov-
ernment may review the position of amalgamating some of regional
offices on the basis of the above criterion keeping in view the conti-
nuity and proximity of areas.

(c) Re-organisation of Regional Offices

3.40. The Committee have been given to understand that the ques-
tion of re-organisation of Regional Offices was entrusted in the year
1965 to ‘IBCON’, a private firm 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
rearganisation 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 regional
offices.

3.41. It has been stated in the Annual Report for 1866-67 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.”

3.42. The Committee are distressed to observe that the Organisa-
tion have incurred on infructuous expenditure to the tune of
Rs. 27,300 on this private Efficiency Experts Firm of Consultauts, 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 a much benefit, the study of the
working of the Organisation entrusted to the Department of Admin-
istrative Reforms later on, on the contrary, was fruitful.

3.43. The Committee are of the view that any study required to
be undertaken in regard to the reorganisation of Regiomal Offices
should not be entrusted to any 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,
should be made by a body consisting of actuaries auditors and O.M.
experts who have direct knowledge of the working of the Organisa-
tion.

3.44. The Committee also suggest that a full-fiedged Organisation
and Methods Division should be set up within the Organisation itself
to constantly review inter alia tho working procedure.



“ * H v
(d) Field Officers—Iispectors
3.45. The. In'spectors 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);

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

(ili) 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’ Provident 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 . v« « . 98544 41
1,06,551 44

1966-67 . . . . . .
1967-68 v . . . . . . 1,04,074 4£€
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3.46. During the course of on-the-spot study tours of the Commit-
tee of the different regions, they learnt that the strength of Inspec-
tors in certain regions was not in proportion to the quantum of work
per Inspector.

3.47. In the opinion of the Committee, the Inspectors are the king.
Pins of the whole Organisation. The success or otherwise of the
Organisation hinges on the efficient discharge of their duties. The
Committee, therefore, have no doubt that the Organisation will make
sure that not only the number of Inspectors is adequate to conduct
proper inspection but that they perform their job meticulously and
thoroughly.

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 Inspectorate.

C. Accommodaion and Staff 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 at
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. 440 crores (Rs. 149 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’ Provident 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 Employees’ State Insurance Corporation, the Committee recom-
mend that Government may re-examine the programme of further
construction of office buildings for Employees’ Provident Fund Orga-

At thetime of factua] verification'the Min{stry have mentioned trat it has since
been decided to undertake construction on tne present plot,
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‘nisation and Employees’ State Insurance Corporation in coordination
and draw up a revised schedule keeping in view the requirement of
both the Organisations and consider the feasibility of having a com-
mon building for both or constructing separate buildings in close pro-
ximity to one another as the exigencies of the situation may demand.

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 proxi-
mity to office buildings wherever possible and for that purpose lay
down a time schedule. Early construction of staff quarters, apart
from effecting substantial saving in expenditure and ensuring a good
return in the shape of rentals, will also be conducive to greater effi-
ciency on the part of the staﬂ

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 unexempted 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 interest
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-
sation 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)
A;i.;n_inistrative Charges . . . 128° 03 148° 88 167" 43}
Inspection Charges . 37° 95 40° 98 46' 34
Interest on Investment . . . 13° 20 15° 20 17° 07
Penal damages . . . . . o' 71 0’33 o' 32

TOTAL . 179 89 205° 39 231' 16
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There has also been progress in increase in the expenditure in
these years due to the enhanced dearness and other allowances as
also expenditure on purchase of land and construction of buildings
and staff quarters.

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

Details Revised Actuals Revised Actuals Revised Actua s
Estimates 1965-66 Estimates 1966-67 Estimates 1967-68
1965-66 1966-67 1967-68

(In lakhs of Rupees)

INCOME

Administrative Charges 130:76 128-03 148-58 148-88 16660 167-43

Inspection Charges 36-62 37:95 4043 40°98 4366 46-34

Interest on Investment 12-83 13°20 15:06 15°20 16°92 17°07

Pe.t}al damages . 073 071 07§ 0-33 o'58 Q32
TorAaL . 18094 17989 204°82 205°39 227°76 23116

EXPENDITURE

Revenue . 145°20 131°03 162-82 15123 187-81 173-82

Capitsl . . 20°21 1435 41°26 26:73 35°00 17-01
TorAr . . 16541 145°38 204-08 177-96 222'81 190-83

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 Officers/Establish-
ment” “due to non-filling up of sanctioned posts” mentioned below:

Year  Revised Estimates Actual Expenditure Savings (—)
Officers  Estt. Officers  Estt. Officers Estt,
1965-66 .  8,07,700 57,74,600 7,62,200 §5,15,600 (~=)45,500 (—)2,59,cc0

1966-67 .  9,45,600 60,97,200 9,08,100 $58,58,700 (37,500  (—)2,38,500
1967-68 ., 10,44,70Q 65,67,000 9,91,400 62,66,300 (—)53,300  (—)3,00,700
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3.65. Giving the reasons for the wide divergence in estimates and
expenditure 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 Service 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 according 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 Actuals 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 estimates 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-
sultation with the Union Public Service Commission or through direct
recruitment or promiotion 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 for filling up of these posts are complet-
ed as far as possible before the commencement of the Budget year.
This will further cnable the Organisation to bridge the wide gap
between the Budget estimates and Actuals for any year.

E. Staff Strength, Recruitment and O.M.

3.58. A comparative table of 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 IIL
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 may or 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 Offices from the 2nd or 3rd
month of coverage. Consistent with the requirements of economy
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 inspect 40
establishments per month.

On the accounts side of the Regional Offices, 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 niot 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 second
_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. N ‘

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 wae undertaken in 1965 by a private
firm of consultants, M|s. ‘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 béen reviewed and recent-
ly the Staff Inspection Unit of the Ministry of Finance have agreed
to conduct a study of the Organisation with a view to suggesting
norms for sanctioning various posts. The Organisation has also re-
cently set up in the Head Office a emall O & M Unit which is at pre-
sent not fully equipped with required number of personnel qualified
for the purpose of conducting systematic work study.
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3.61. The Committee have been informed that as on 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 were
pending. As regards compilation and issue of Annual Statement of
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 1968-62 as many as 21,321 claims for final settlement and
as many as 4,707 applications for advances were pending.

3.62 The Department of Administrative Reforms in their Report
(December, 1968) on Study of the Employees’ Provident Fund Orga-
nisation 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
staft employed is actually inadequate to the load of the work.
The Committee are inclined to agree with the abeve observations of
the Department of Administrative Reforms. The backlog of work
particularly on the Accounts side would appear to be attributable
to the absence of any efforts to evolve sciemtific standards and
norms eof work for different categories of staff which are
essential to streamline the administration and to make it func-
tion 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 sanctiening variotis posts, may 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 steps
nray be taken to ensure that the existing O & 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 time and scrutinise 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 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
amongst the staff in the Organisation may be built up to man this
unit by in-training pregramme drawn up for that purpose and by
availing the facilities provided by the Ministry of Finance and other
expert bodies in this behalf.
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Recruitment Policy

864 The broad policy followed by the Employees’ Provident
Fund Organisation for recruitment of staff s stated to be as fol-
lows: — ’

Appointment to all non-gazetted categories falling under direct
recruitment quota are made through the Employment Exchange. If
suitable candidates are not available with the Exchange, posts are
advertised in the local newspapers. Appointments to non-gazetted
categories are made locally. In the case of gazetted categories for -
which the Central Government is the appointing authority posts
falling under direct recruitment quota are filled up through the
Union Public Service Commission. Appointments to posts falling
under Departmental Promotion quota, both in respect of non-gazetted
and gazetted cadres, are made on the basis of recommendations of
the Departmental Promotion Committee. At present, deputationists
are being appointed wholly against gazetted posts of Central Provi-
dent Fund Commissioner and Financial Adviser and Chief Accounts
Officer and Accounts Officers and partly against Regional Provident
Fund Commissioners and Deputy Regional Provident Fund Commis-
sioners.

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

Government have further stated that eventually it is intended to
appoint departmental officers who would qualify in Accounts Service
examination to the post of Accounts Officers. For this purpose fer
the first time, Part one of this examination has already been held in
April, 1969 and the second examination (in both Parts I & II) was
held in February, 1970, But, if at any time, Departmental Officers
are not available, Government have felt that the continuing of the
gystem of taking officers on deputation, in the interest of the Organi-
sation cannot be ruled out. In respect of other gazetted categories
taking into consideration, the importance of the posts, officers may
have to be appointed on deputation so long as departmental Officers
are not aevailable for posting.

3.60. The Committee note with satisfaction that there is a healthy
trond in the liberalisation of recruitment rules in régard to certain
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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 also hope that in time to come, it should be
possible for Government to appoint a major proportion of its senior
Executives in the Organisation from amongst suitable departmental
candidates.

F. Reports and Returns and Forms in Use

3.68. The Employees’ Provident Funds Scheme prescribes 27
forms, some to be filled by the employers, some by the employees and
a few 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 amd
reports numbering 49 (Appendix V) from the Regional Offices in
order to assess the working of the Scheme and also to take correc-
tive action wherever necessary. The returns are utilised for prepar-
ing (i) monthly standard note which ie required by the Labour
Ministry for answering Parliament Questions and disposing of various
other casae referred to tham from time to time; (ii) the basic chart
for the use of the Central Office; (iii) notes for the meetings of the
Central Board of Trusteol keld once in 3 months; and (iv) statistical
year-book.

+-3.89. The Department of Administrative Reforms which made a
study of the Employees’ Provident Fumd Organisation in their Re-
port in December, 1868 Mave suggested a mumber of changes viz.
modification, amalgamataon ‘or elimination of certain forms and
returas.

As regards forms, they have suggested abolition of 4 forms, re-
designing and amalgamation of 34 forms and introduction of § new
forms. As regards returns, they have suggested elimination of 3
returns, conversion of 12 monthly returns into quarterly oi‘ half-
yearly ones and re-designing of 4 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, 1869. The Board decided that such of the recom-
mendations as were only of procedural nature should be implemented
by the Central Office of the Organisation and in respect of others,
approval of the Government might be obtained.

3.71. The Committee endorse the recommendations of the Depart-
ment of Administrative Reforms in regard to modifications etc. of
forms and returns. They are of the view that the recommendations,
if implemented, will considerably 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 enable
the Employees’ Provident Fund Organisation to implement them
as expeditiously as possible. Not only will it result in simplifying
of the procedure but it will also curtail expenditure on printing of
forms. The Committee also recommend that the O & M Unit recent-
ly set up in the Central Office should also periodically review the
forms and returns in vogue with a view to assess which of them could
be eliminated, amalgamated, or modified inter-alia to ensure that
columns asking for wmmecessary details are omitted.

G. Mechanised System of Accoumting

3.72. The system of mechanisation of accounts, with requisite
configuration of *1.B.M. equipment, wae introduced in the Regional
Office, Maharashtra on the 11th May, 1564 on an experimental basis.
The switch over from manual to machine posting of accounts involv-
ed difficulties in the imitial stages which hampered the output
seriously, Awmong the difficulties experienced were bottlenecks
thrown up by aocoumting processes which involved dovetailing of
manual = end machine scrutiny at several stages in the operatom,
deficiencies erising out of defaults by employers particularly the
smaller omes, time taken by the staff in acquiring experience in
handling machines and inadequacies in the number and type ot
machines employed. The Board reviewed the question of continu-
ance of the mechanisation on the last occesion at its meeting held on
the 29th January, 1908 and decided that—

(1) Accounts for the year 1967-68 should. cdnt.inue to be pro-
ceseed  on the machines, with such changes in procedure
as may . be considered necessary. - -

t+International Business Mochines World ‘!‘rad-. Corporation.



(3) The accounts for 1968-69 should be proecessed on the ma-
chines only in respect of those establishments which wers
regular in submitting returns and contributions; manual
checking should be eliminated to the extent possible, keep-
ing it down to the minimum.

The implementation of the new procedure in March, 1968 which
anvisaged the processing of accounts only in respect of the establish-
tnents having a record of furnishing prompt and dependable returns
has given a marked fillip to machine performance the effect of which
8 being felt now, and will be felt increasingly in the months to come,

The initial setback resulting from the interruption of routine due
%0 the chdnge-over in system and procedure necessitated by machine
accounting was transitory. The arrears which grew during the early
period have been brought down considerably and the work in Maha-
rashtra region is 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 Regional Office “monthly rental amounts to Rs. 20,000. Machines
are taken on hire from IBM. They are maintained by the I.LB.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.”

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

“There are two questions involved in this. One is 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 do 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
Trustees is very conscious about both these factors. They
have said 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 should have some other method. * * ¢ * If it is
‘found es a result of the study which is going on now that
the mechanisation of these accounts is a desirable thing in
the interest of the subscribers then it is possible that the
Board might declde to continue 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
LB.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 constituted the Machine Section
operating these machines.

The theoretical and actual output per shift of six hours of each
machine is given below:

Output of each 1.B.M. Machine

Machine Theoretical Output Actual output
per shift of six
hours,
1. Punch 6000 Key depressions 2,400 Contribu-
per hour. tion cards.

2. Verifier
3. Sorter . . . 650 cards per minute
4. Reproducer . 100 cards per minute
5. Interpreter . 100 cards per minute 20,000 cards.
6. Collator . . . 240 cards per minute 40,000 cards.
7. Accounting Machine (407) 150 cards per minute 20,000 cards.
‘8. Calculating Punch (609). 200 cards per minute 30,000 cards.

The actual output is worked out on the average output given by
the machines so far. The variation between theoretical and actual
output 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 machine.
3935 (D) LS—5. : * .M
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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 prograssive
contribution from month to month.

. Posting of Ledger Cards.

. Preparation of Receipt Schedule.

. Preparation of payment Schedule.

. Compilation of Form No. 23 and Form No. 24,
. Compilation of Return VII A and B. .

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

W 0 g o W

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 varigus machines in the Accounts Wing.

3.76. The .Committee .have .no .doubt .about the wusefulness
of the ILB.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 of 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-ult of switch over, will not be thrown out but will he suitably
deployed in other types of work within the Organisation without
detriment to their emolument and status,

H. Audit—Internal 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. (i) Internal and (ii) External Audit.
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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.

Internal Audit

3.78. With the addition of more industries|classes of establishments,
the volume of work especially relating to accounts has been growing
not only in volume 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 task, one
for the North Zone (with headquarters at New Delhi) covering 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 Offices in
Andhra Pradesh, Kerala, Maharashtra, Madras, Mysore and Orissa.
One complete cycle of audit takes about a year. The reports submit-
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 points having
an All India bearing. Such instructions were proposed to be issued
in the form of a “Digest” from January, 1970 which will list the
important irregularities noticed also. So far, three cycles of Internal
Audit have been completed.

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

(i) belated coverage of establishments,

(ii) under charges of inspection charges, damages and adminis-
trative charges;

(iii) belated transfer of past accumulations tc tne Organisation
from exempted establishments consequent upon cancella-
tion of exemption and the resultant loss of interest 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 obervations are re-

solved by issue of appropriate instructions to Regional Offices, modi-
flcation of procedure ete.

3.80. The Committee find that Internal Audit has proved quite
useful in detecting financial irregularities and toning up the Adminis-
tration. They would recommend 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 defects 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 respect 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|Rajya 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
retention as not intentional, time lag between receipt of Provident
Fund amounts by the Board and its investments heing inevitable.
They have since tightened up the machinery to ensure timely invest-
ments of Prcvident Fund moneys by the exempted establishments.
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 secure compliance.

3.84. The Committee would like to impress upon Government the
desirability of taking immediate action to set right the irregularities
pointed out in the audit reports and take such other correstive mea-
sures as may be considered necessary to eliminate the recurrence of
such other corrective measures as may be considered necessary
to eliminate the recurrence of such lapses or irregularies.

I—Annual Statement of Accounts of Subscribers

3.85. In accordance with paragraph 73 of the Employees5 Provi-
dent Funds Scheme, an annual statement of accounts is required to
be sent to each subscriber showing the accumulations standing to the

credit of the Member and the 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 of these 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 3lst March,
1969 is at Appendix VI.

3.86. According to Government, the main causes 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 statements in support of the
contributions remitted, non-settlement of discrepancies pointed out
in the Recovery Statements etc. While the Central Board of Trustees
after reviewing this position had fixed a target date for the issue
of all the arrears of annua] statements of Accounts up to 1966-6':1,
Government hope that, excepting the account of the undermentione
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categories of establishments, all the rest of the accounts (upto 1987-
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 submitting the
related returns in Form 12;

(ii) 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 protest; and

(ili) accounts of establishments which have obtained Civil Rules
from High Courts for not complying, with the provisions
of the Employees’ Provident Fund Act/Scheme and
have not submitted any returns in respect of certain re-
mittances made to the fund.

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 9.56 lakhs 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 effort would
be made by the Organisation to adhere to the target date of 3lst
March, 1970 to wipe out the arrears by deputing their Inspectors to
contact the defaulting establishments and persuading them to sub-
mit all the wanting returns immediately.



CHAPTER 1V
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 6-1|4 per cent of the basic wages and
Dearness 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 of
establishment (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.
The 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 industries|classes of establishments.

€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.

45. At present, under Section 6 of the Employees’ Provident
Fund Act, 1952, the rate of contributions to the Fund is 6-1/4 per
cent. basic wages, including dearness allowance, retaining allowance
if any and cash value of food concessions in respect of establish-
ments|industries employing 20 or more persons. For establishment|
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 contributions of 7-1|3 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-
nightly or monthly basis.

46. In regard to lev§l 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
and 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 rates 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 cent but we found this Committee did not work satis-
factorily”. Explaining Government’s stand in regard to the first
suggestion, he stated that “Government reverted to examination of
the 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 deflnite procedure for making the
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enquiry into financial capacity of an industry to pay higher rate of
contributions.”

48. 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 in 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 are glad that Government have now decided
to circulate proposals regarding application of higher rate of contri-
butions to 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 possible 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 their 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 is neither practicable nor desirable since
any criterion placing the better placed industries|bigger establish-
ments on the same footing as smaller industries with limited finan-
cial resources would lead to the latter complaining about discrimini-
tion in favour of bigger industries. After all, taxation laws of Gov-
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ernment also do prescribe different graded rates. Hence 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

411. 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

major

Total
Amount

No. of Industries in Default over

industries/ of default Rs. 1 Rs.3 Rs. §lakhs

Establish- (Inlakhs) lakhs lakhs

ments in  (Rs.)
default
I 3 4 5 6
N\
1. Andhra Pradesh . 5 30-39 1 3 1 (Rs. 15-33 lakhs)
2. Assam

3. Bihar 8 32°41 4 I 3
4. Delhi |

. Gujarat 17 107:99 5 7 (between Rs. 6:77)
5. LW 5 ard Rs. 22-091 lakhs.

. Kerala 10 28:77 8 2 (between Rs. 6:16
6. Ke 7 and (Rs. 6-80)

. hya Pradesh . 8 105°08 3 1 4 (between Rs. 12°5
7. Madhya Prade 5 to RS, 46-38 lakhs)
8. Madras (Tamil Nadu) 30 128-38 18 3 9 (between Rs. 5:54 to

Rs. 15 lakhs)
. Maharashtra 21 61 15 (between Rs. §:24 to
i eie 33 Rs. 178-03 lakhe)
10. Mysore . . I 2°2§ 1
11. Orissa . 3 656 3
12. Punjeb b ¢ 2:40 1
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1 2 3 4 5 6
Rs.
13. Rajasthan . 3 723 2 1
14. Uttar Pradesh 13 117°44 7 1 s (between Rs. 6-66 to
50°74 lakhs)
15. West Bengal . 38 155°33 19 10 9 (between 1o
14 42 lakhs)

158* 1100°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 {o 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 ru'pees re-
presenting 62 percent represented employer’s share and 3.56 crores
of rupees representing 38 percent represented employees’ share of
-contributions,

*Compiled from statement furnished by the Ministry of Labour, Employment and
Rehabilitation with reference to Q. No. 41 tor Written Reply.



68

4.15. The Committee note that the substantial growth in the
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 their
efforts in realising the arrears by persuasive and legal measures
where necessary.

4.16. The Committee also recommend that with this end in view,
the Organisation might enlist the cooperation of public men 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 respective regions,

C. Recovery of Contributions and 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 (i.e.
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.

419. 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. 1 and 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 either 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 has 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 exist-
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 deduction 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.

(ii) 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 the employ-
ers had been brought to the no*ice of the Employees’ Provident
Fund Organisation when the time limit for paying prevident fund
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
-only 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) Statutory checks for Remittances.

4.23. Government, in a written note, have mentioned that the
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 types 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 deposits 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.

4724. In the case of exempted establishments 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, amount 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 be curbed. ..

D. Legal Machinery for 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 representative of the Ministry, elaboratmg 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 persuasive
measures and the second are the definitely legal measures.
So far as the first is concerncd the Providert Tund Com-
missioner ie. the Regional Provident Fund Commissioner
through the good offices of the State Government 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 definitely
legal measures such as prosecution under Section 14 of the
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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have deducted employees’ contribution and not credited
it to the fund-prosecutions under Sections 406 and 409 of

the IPC.

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 case 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|403 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 ete.

(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 employer.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 paid to the Employees’ Provident Fund
Organisation.

tAt the time of factual verifications the Ministry have stated as follows:—

“This particular position obtaing still 011y in one or two States. In the rest of the
States, the power to_sanction certificate proceedings has been delegated by the State
Governmet to the Distt. Collectors, and the RPFC:. have to approach the respective
Distt. Collectors each tima.”
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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 Amount of arrear dues No. of certificate
realised proceedings
launched.
(1) 1964-65 . . . Rs. 1' 42 crores ‘ 4270
(i) 1965-66" . Rs. 1’ §7 crores 5073
(1) 1966-67 . Not readily available 4109

(iv) 1967-68 Rs. 1° 71 crores 4366

The number of certificate proceedings launched during the 6 years
ending 1967-68 is given below: —

Year No. of Total
certificate Amount of
proceedings contribu-
launched. tion
received.
(cloth exempted and
unexempted cstablishments)

(Rs. in crores)

1962-63 . . . . . 5681 73" 18
1963-64 . . . . . . . 4695 90" §2
1964-65 . . . . . 4270 116 36
1965-66 . . . . . . 5073 123" 72
1966-67 . . . . . . . 4109 148" 3§
1967-68 . . . . . . . 4366 174 99

(ii) Prosecutions 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. - o
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The maximum punishments prescribed for imposition by Courts
for contravention of the provision of the Act are simple imprisonment
upto a period of six months, or fine of Rs 1008|- or both for each
default.

4.31. 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 Aet aré not sufficiently
deterrent as will be seen fram the type of penalties actually impesed
by Courts. Till 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 convictions. Out
of 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 fines over
Rs. 250 were awarded in only 556 (3 per cent) cases.

(iii) Levy of Penal Damages.

4.32. Under Section 14-B of the Employees Provident Funds Act.
1952, the appropriate Government has the powers to recover damages
on belated payments from the employers of defaulting establish-
ments. The following Penal Damages are recoverable from the em~
ployer of a defaulting establishment on amounts not punctually
paid: : —

S. Nos. of default One Over Over Over Over Over
month or one two three four five
less month months months months months

uptotwo upto three upto four upto five
months months months months

1st default | . 2%of 5% of 10% of 15%of 20%of 25% ef
arrcars arrears arrears arrears arrears arredrs
2nd default . . $% of 10% of 18% of 20%of 25%of
Qrrears arrcars arrcars ) arrears QArrears
3rd default | . 10%of 15%of 20%o0f 25%of
arrears arrecars arrears arrears
4th dcfault . 15%of 20% of 24%of
Arrears argears arrears
sth default . 20%of 25% of
drrears drrears
) 259, of
6th default | . agrears . .

3935(D) LS—8
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Grace Period:—

(i) Five days of grace is allowed to employers for payment
of Provident Fund contributions during which no damages
are levied; B

(i) 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 Act. The Ministry have
clarified 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: —

1966-67 1967-68 1068-69

(Rs. in lakhs)
Penal Damages on :—
(i) Contributions . . . 119:63 16466 19255
(#i) Administrative & Inspection ’
charges . . . 3-32 417 4 83

(iv) Prosecutions under Sections 406|409 IPC.

4.35. Prosecutions under Sections 406 & 409 of IPC for criminal
preach of trust are launched and conducted by the Organisation itself
divectly against establishments where Provident Fund Contributions
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, 1869, action
had been initiated under Section 406|409 IPC against the employers

in 120 cases for not remitting the workers’.

share of

contribution

which was deducted from their wages. So far, the following 5 cases
have resulted in conviction: — .

Punishment

S.. Region Name of the Name of the
No. establishment accused awarded
persons
I. Maharashtra Standard Rubber  Shri M.C. Desai 4 months
Moulding Co., Proprietor. rigorous
Bombay. imprison-
ment.
2 Do. Eastern Mechini- (¢) Shri Ramanlal  Fine of
cal Works, Manilal Joshi; Rs. 50/-
Bombay. each or in
(ti) Shri Pradeep default
Kumar Raman simple im-
Lal, Partners. prisonment
. for two
weeks.
3 Do. Gautam Silk Mills, Shri Gokaldas Simple im-
Goregaon. Gordhan Ganglani  prisonment
Proprietor. for fifteen
days and fine
of Rs soo/-
and in defaut
to suffer
simple im
prisonment
for 15 days.
3. Do. Prabhat Electric ~Shri 8.J.Thakar, One day’s
Equipment Proprietcr. . . ' simple im-
Corporation Pvt. prisonment
Ltd., Bombay. and fine of
Rs.300/- and
in  default
3 month-
rigorous im-
prisonment.
5. Madhya Pradesh. K S. Nazarali ( 1) Shri Mohd, Fine of Rs.
Mills, Ujjain. Hussain; 250/- each
(2) Shri Akbarali. with rigorous
both sons of Shri imprison-,
Nazarali and ment in
Proptietor bf the  default for
Mills... - 3 months.
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Role of State Governments in Legal Machirery

4.37. The reasons according to Government for such poor recovery
{s that usually the State Governments exhibit a great reluctancy to-
fnitiate legal proceedings. During Evidence, the official representa-
tive clarified the role and view points of State Governments as.
follows: —

“The efficacy of the legal measures depends on the cooperation
which we are ahle to get from the State Governments. We
do not always have this Cooperation, because State Gov-
ernments sometirnes also look at this question from a
different angle as I 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,
the former initiated proceedings, and obtained the sanction of State-
Governments who sometimes did not give it or asked the revenue
authorities to ga dlow with recovery. Thereafter, the prosecution
was laanched by the Organisation who had to bear the expenditure.
These were the difficulties and reasons for mounting arrears pri-
marily in the 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 in Section 221 of Income Tax Act.

4.38. The Committee find that in an effort to 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
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dhe Regional Commissioners to secure closo cooperation of the State
Governments and keep a constant linison with the doncerned officers
in the States. At the same time they are ewpected to utilise methods
of persuasion and persomal contacts with the establishments with a
view to recover dues to the maximum extent pessible.

4.39. The Committee realise that the punishment provided for
under Section 14 of the Act is not an adequate and sufficient deter-
rent against habitual defaulters. From the facts furpished to the
‘Committee, it is clear that in the majority of cases, fines of nominal
amounts have been imposed by courts. It would appear that a de-
faulting establishment would rather prefer to pay nominal fines and/
-or suffer simple imprisonment instead of paying up the arrears in
default. The Committee, therefore, recommend that the penal pro-

visions should be made more stringent and effective as early as pos-
sible.

(v) Success of Legal Machinery and its adequacy.

4.40. It is seen that under the Act, the coercive processes so far
in vogue thus comprise: (i) recovery of amounts due as arrears of
land revenue under section 8 of the Act; (if) 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 recover the arrear dues. The powers
to enfarce these processes successfully, however, solely vest with the
appropriate Government. The Employees’ Proyident Fynd authori-
ties have no authority in the matter.

4.41. During their study tours, the Committee were informed that
the existing measures and penal provisions have not been sufficiently
deterrent and effective. It was also suggested that imprisonment
must be made a compulsory part of the semtence or punishment
awarded by Courts.

Tt has also been pointed out that in the Rejasthen Region the
main defaulters are textile mills and engineering firms. Four such
textile Mills had been takem over by authorised Conmtrollers. The
State Government have declared these mills as unemployment relief
undertakings and the controllers have not been paying even empioy-
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 nrot prone to take
attachment proceedings. Prosecutions launched under section 14 of
the Act or under Sections 408 and 409 of L.P.C. had beean pending for
a number of years in courts and were of little avail.
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442. A point which was brought to the notice of the Committee
during 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
region 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 Regional 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 Act in so far as it relates to prosecution under secticn
14, proceedings of revenue recovery or imposition of damages for
delayed payments 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 where they are the appropnate 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 Lxmitatxons imposed by section 19 of the Act. The question
of suitably amending Section 19 of the Act inter-alia to provide for
delegation’ of powers of the appropriate Government to the Central
Provident Fund Commissioner and other officers of the Employees’
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-
posals immediately under consideration are, inter-alia, to entrust the
Regional Commissioners with powers to sanction prosecution pro-
ceedings under the Act and to issue recovery certificates by suitably
amending the provisions of Section 18 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 action is being taken in the matter.”

4.47. The Committee feel that these coercive processes can be suc-
cessfully applied in cases of establishments which are financially
sound but deliberately withhold payment. However, the lcgal ap-
paratus has proved ineffective in dealing with units which are finan-
cially weak—the sick textiles mills being a notable example. In such
cases, 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 approach too,
is responsible for accumulation of provident fund arrears for which
the Act itself has 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 effect on realisation of arrears also.

4.48. The Committee also note that legal processes are not very
effective in the case of some of the hardened 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 case of prosecutions
under Section 14 of the Act and the imposition of more stringent pen-
alties including fines for every day of continued defaults.

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 fee]l that the Central/Regional Commission-
ers should have sufficient powers for sanctioning prosecutions vested
in them, as also the power to issue recovery certificates 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 State 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 Act.
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4.52. The Committee alse suggest that Government might consider
the feasibility of inserting provision similar to Section 221* of the
Income Tax Act, 1961, in the E.P.F. Act as this would have consider-
able effect in enabling speedy liquidation of arrears.

(vi) Proposals regarding dues from Silk Mills

4.53. On being asked to state what would happen if a firm was
unable to contribute due to recession, or closed down altogether, the
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 under the Employees’ Provident
Funds Scheme ensured that the employee did not lose his money.
There was, however, no insurance for employers’ contribution. He
pointed out that the condition in the industries was improving. Only
in the event that the employer had no asset for recovery, the em-
ployee stood to lose employers’ contribution. There was no provisipn
in the law to show g soft corner to employers and the Organisation
could not ignore the fact of arrears. He also stated that 60 per cent
of the arrears were in the Textile industry. Further, he gave the
following break-up of the arreas: —

(f) Major Industries Arrears (In crores)
o Rs Rs
Textiles . 8:391
Blectrical, Mechanical or General . 1-58 10°37
Tea . 0°40
(i) 3 other industries gnot mentioned) . 083
(i11) Other industries (not mentioned) . 276
TOTAL . 1396

*Section 221 of the Indian Income Tax Act, 1961 reads as follows:—

221. (1) When ap assessee is in default or is deemed to be in de-
fault in making a payment of tax, he shall, jn addition to the amount
of the arrears and the amount of interest payable under Sub-section
(2) of section 220, be liable to pay by way of penalty, an amount
which, in the case of a continuing default, may be increased from
time ta 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 assessee shall
be given a reasonable opportunity of being heard.

(2) Where as a result 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 he refunded.
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A significant point to note is that 60 per cent of the total arrears of
Rs. 13.96 crores of contributions 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 suggestion that sick mills should be exempted
from the operation 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 provisions of the
Act in individual cases is justifiable in cases of proved hardship, it
is not unlikely that, once such a provision is made, there would be
pressing demands for exemption from even financially 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 recovered from its financial troubles.

4.55. The Committee are of the view that in case a mill or estab-
lishment is unable to pay up the arrears and is en the verge of clos-
ing' down or falls sick, the Central Government/State Government
should consider providing all possible assistance to the mill by way
of loans and/er advances or take such other suitable steps as may
be considered necessary with a view to rehabibitate it and to safe-
guard the interests of the workexs.

(vit) Recovery of employees® contributions:

4.56. A suggestion was made to the Committee that in case further
deterrent measures are to be introduced for recovery of contributions
from the defaulting establishments, those measures should relate to
arrears of employees’ contributions 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.

457. 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. Any proposals providing for further deterrent measures
should, in their view, equally applv both to the employers’ share as
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any retrograde steps resulting in discrimination between the two
shares.

4.58. During the course of evidence, it was pointed out that consi-
derable sums of money on account of employeas’ share of the con-
tribution and deducted by the employers had not beea 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 witness was asked
whether it would not be possible for employees to pay their contri-
butions direct to the Regional Provident Fund Commissioner. In a
note submitted to the Committee it has been stated as follows:—

(i) “At the end of 30th June, 1969, there were 34.43 lakhs of
subscribers of unexempted establishments spread over the
entire country. If each member were 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
Provident Fund Commissioner, innumerable complications
would arise.

(ii) It would be impossible for the Regional Office either to
cope with the tremendous volume of work or to keep a
constant watch on payment-of contribution hiy each mem-
ber every month. At present the watch is kept.only on
the establishment as a whole, in relation to non-receipt of
amount relating to any employee thereof.

(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 jt 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
be a stupendous task.

(vi) As the establishments have been spread over the entire
country, the Employees’ Provident IFund Organisation



83

cannot make arrangements for directly receiving 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 cployees’
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-
ready deducted from their wages but not deposited and devise some
effective method to ensure that employees’ contributions are invari-
ably deposited in the Employees’ Provident Fund by the cmployers
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 taking advance deposits from the employ-
ers or bank guarantees in favour of Central Board of Trustces from
them with a minimum fixed percentage of the total contributions
(both of employers and employees) required to be remitted by them
to the Fund as a measure of security against default. The quantum
of advance depesits or the amount of bank guarantee may be work-
ed out by actuarial experts.



CHAPTER. V
INVESTMENT POLICY

A. Pattern of Investment

5.1. Under Section 5 read 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 or conditions specified by
the Central Government, the following provision exists in the Em-
ployees’ Provident Funds Scheme regulating the investment of provi-
dent fund monies:

52 (1) “All monies belonging to the Fund shall be deposited
in the Reserve Bank or the (State) Bank of India or in
such other Scheduled Banks as may be approved by the
Central Government from time to time or shal be invest-
ed, subject to such directions as the Central Government
may from time to time give, in the securities mentioned
or referred: to in clauses' (a) to (d) of section 20 of the
Indian Trusts Aet, 1882 (2 of 1882), provided that such
securities are payable both in respect of capital and in
respect of interest in Fndfa”.

5.2. Section 20 of the Indian Trusts Act, 1882 p‘ro'\‘/i‘d‘es as fol-
Jows:— '

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 Government 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)
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in bonds, debentures and annuitieg charged or secured by

the Parliament of the United Kingdom before the fifteenth

day of August, 1947 on the revenues of India or of the
Governor-General in Council or of any Province:

Provided that, after the fifteenth day of February, 1916, no

money shall be invested 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

(c)

(d)

cent. stock, India two and a half per cent. stock or any
other capital stock which before 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;

in stock or debentures of, or shares in, Railway or other
Companies the interest whereon shall fave 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;

in debentures or other securities for money issued, under
the authority of any Central Act or Provincial Act or
State Act, by or on behalf of any municipal. body, port
trust or city improvement trust in any Presidency town or
in Rangoon Town, or by or on behalf of the trustees of
the port of Karachi:

Provided that after the 31st day of Mafch, 1948, no money

shall be invested in any securities issued by or on behalf
of a municipal body, port trust or city improvement trust
in Rangoon town, or by or on behalf of the trustees of
the port of Karachi;

(¢) on a first mortgage of immoveable property situated in

any part of the territories to which this Act extends: Pro-
vided that the property is not a leasehold for a term of
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years and that the value of the property 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 made without his consent
in writing.

5.3. The Provident Fund monies or accumulations for the purpose
of investment are constituted of:

(i) Contributions of employers and employees.

(i) Administration and Inspection charges realised from em-
ployers.

(iii) Penal damages imposed and realised from employers.
(iv) Amounts forfeited to Reserve and Forfeiture Account.

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 crores of which were contributed by un-
-exempted establishments) has been invested in Government.or Gov-
-ernment guaranteed securities.

The following flgures give the amounts invested yearly by un-
-exempted establishments for the four years ending 1968-69:—

196566 — Rs. 45.95 crores
1966-67 — Rs, 60.07 crores
1967-68 — Rs. 59.75 crores
1968-69 — 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 to a proportionately

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 of 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 Government 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 Board 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 without
‘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 1869-70 which
was not considered adequate by the Board.

5.8. At its meeting held on the 5th August, 1968, the Board con-
sidered a further suggestion that the investment of the fund monies
during the period September, 1968 to March, 1969 might conform to

the following pattern: —
“-Central Government securties including small savings . 65%

State Governments and other Government guaranteed
securities, like bonds of Electricity Boards. State Housing
Board, etc. . . . . . . . 35%

Government accepted the suggastion of the Board and gave effect
10’ it by notifications issued on the 22nd August, 1968.
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5.9. The investment policy was further liberalised by Government

on the recommendation of the Central Board of Trustees on the
following pattern:—

(i) In Central Government Securities. Not less than 507

(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 for one year from 1-4-1969 to 31-3-1970
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 Governments, 53 per cent.

5.11. The Committee have also observed that the rate of interest
on subscribers’ accounts was raised to 5} per cent for 196869 as
against 5 per cent for 1967-68. In the exempted establishments, it
was found that 45 per cent of the establishments had declared inte-
test 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 interest 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 diversification of
the pattern with reference to rate of interest, it was represented to
the Committee on behalf of the employers that the present rate of
interest was very low. Investment of the Provident Fund moneys
should, therefore, be made in ‘sound cohicerns’ of long-term nature
also i.e. in non-risk undertakifigs which would carry a higher rate nf’
interest i.e. 7 per cent interest or debentures guaranteed by the
State Government. or Reserve Bank. It was also suggested that
investment should be made upto 30 per cent in the non-risky Private
sector with 93 per cent debentures.

5.13. The question of investing Employees’ Provident Funds in:
ptivate sector undertakings was discussed during evidence with the-
Secretary of the Ministry of Labour and Employment and he stated:

“Having regard to the nature of these accumulations, and one-
rous responsibilities which the Fund has about fulfilling
this very important means of retirement benefit, it is a
matter for consideration whether investment is desirable:



in private industrial securities. In the first place it may
yield a slightly higher return but the private sector securi-
ties are liable to fluctuations. They have their ups and
downs and the Fund cannot be sure of the assured income
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:

.... these are trust funds and the Central Board of Trus-

tees are under an obligation to ensure that the trust is
fully honoured and fulfilled. As I said a little while ago,
the investment in private sector might fetch a higher
return some times, but not very much higher than Cen-
tral|State Government securities because the premia ‘here
are much higher for buying shares...... there is also an
element of risk. So far, the Central Board of Trustees
which includes representatives of employers as well as of
workers, as well as Central Government have not been in
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 desirable 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 concerned, there are other resources of funds
which are available to them...... Both the Central Board
of Trustees of the Fund and the Central Government are
at present of the opinion that it would not be 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 voluntary whereas these con-
tributions made by workers are of a compulsory nature.
There is just that difference.”



20

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 of 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 tume  of
Rs. 13.84 crores accrued on investments during 1967-68 as against
Rs. 11.84 crores in 1966-687. They are happy to note that the rate of
interest has steadily grown over the years rising from 4.75 per cent
to 5-1/4 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 gratification. It
is thus evident that this higher return on accumulations is the direct
result of the liberalisation of investment pattern during 1967-68.

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 seeurities and debentures, the Committee consider
that there is scope for further diversification of the pattern of
investment with a view to obtain greater return on investments.
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, Housing Boards and similar bodies where Government gua-
rantee is provided.

C. Investment Policy

(i) .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:—

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

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

(ii) Association of Ministry of Finance

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-
sentative of the Ministry of Finance concerned with the subject of
tnvestment 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 respectively when the pattern was liberalised to include invest-
ment of 35 per cent of total investible funds in State Government
and Government guaranteed securities. Subsequent liberalisation
upto 50 per cent in the State Government and Government guaran-
teed securitf®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
deliberations 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. !

(iii) Association 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 {ime of formulation of the
investment policy applicable for a particular period. It is only at
the time of the implementation of the investment policy and the
regulation of the investments in line with the pattern laid down by
the Ministry of Finance that the Reserve Bank of India comes into
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the picture as all the invesiments are done through the Reserve
Bank of India. During the course of implementation of the policy,
if any difficulties are experienced, these are invariably resolved in
consultation with rhe Reserve Bank of India.

5.22. The Committee suggest that an Investment 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 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, paralysis, 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, 1/6th
of amount standing to his credit per month of six months.

(vii) In the case of Marriage of daughters and post-matric edu-
cational expenses of dependent children, upto 50 per cent
‘of employees’ total contributions. This will be subject to
the conditions that (a) the total amount at his credit with
interest is not less than Rs. 500|- (b) a second advance will
not be admissible.* (This facility has been only recentlv
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.**

»Vide Government of Jndig Notification No. 3(19)/68/PFII dated 24th July 1969.
s*Vide Government of India Notification No. 10/24/69-PF-IT dated 20-11-69.
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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 inci-
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, 1,50,000
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 Trade[Labour 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 scheme 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 Secretary 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.”

6.4. Having regard to the fact that the Employees’ Provident
Fund Scheme is basically a scheme for Retirement Benefit, the Com-
mittee consider that further liberalisation of the Scheme 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 scheme will be defeated. This
spart, further liberalisation would mean further loss of money to the
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Fund, reduction of investment capacity and the need for devising a
system for checking misuse involving a heavy burden on the admi-
nistration. Moreover liberalisation on encourages spend-thriftness
among employees. 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
non-refundable advances adequately meet the purposes for which
they were framed. The Committee would, however, suggest that the
operation of the present scheme for such advances may be closely
watched and the position reviewed after a period of 5 years, with a
view to examine whether there is any case for further liberalisation.

6.6. With a view to check the abuse of the facility regarding grant
of advances for house 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 Ins-
pectors at periodic intervals and reports made to the Regional
Office. .

(ii) Delays in Disposal of Applications for Advances

Pending Applications for edvances

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 longest period for which
an application is pending:—

— _

Name of advance No. of No. of Longest Reasons for the longest
Applications oldest period of pendency
pending  cases pendency

1. For financing of Life Insu- 29 2 2 Supporting  docu-
rance Policy (Para-62). ments called for.

2. Por l;:m't:!:nsm: of dwelling sites 1913 18 12 Genuineness under
or houses or construction of verification.
house (Para 68-B).

3. Unemployment relief Advance 2401 34 10 Delay in deposit of
on closure of establishment past accumulations
(Para 68 H). and certain wanting

requirements ar?(f
Employer
Employees.

4. For serious illness (Para 68-]) 213 29 10 Documents not fur-

nished by claimant,

5. For daughter’s marriage (Para 148 6 2 Standard  application

68-K). fgrm was not finalis-
ed.

6. Advance for purchaseof tene- 3 3 4 Want of required

ments under subsidized documents
é—gogs\ing Scheme (Para 68-C and
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Time Limit for Advances

6.8. 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 disposal of
applications could be broadly categorised as follows:—

(i) Applications are submitted incomplete.
(i) Applications are not sent in the prescribed forms.

(iii) 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 the
Scheme.

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

(viii) The member does not indicate whether benefit 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 Delhi 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 :nembers
have the title to receive the amount.

6.11. The 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 Employees’
Provident Fund Organisation for grant of the various advances de-
pending on the nature of the advance applied for. The Committee
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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 for small advances, the appli-
cations should be disposed of within 7 days. Such a self-imposed
limit, except in exceptional circumstances would cut administrative

delays largely.

6.12. As regards applications for medical advances, the Commit-
tee would like that these are scrutinised and promptly disposed off
normally within seven days. In emergent cases, where the appli-
cant is seriously ill, provisional advances should be made after 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 regarding introduc-
tion of a coloured application form for Medical advances, which they
are inclined to endorse.

6.13. The Commitice would like to point out that while the main
cause of delay in the expeditious payment of advances is the. filling
up of incomplete applications, the Organisation has so far taken mo
corrective measures in this regard. The Committee would therefore,
suggest that the following steps may be taken by the Organisation
to minimise delays arising out of filling up of incomplete applica-
tions:—

(i) An Employees’ Guide on Advances may be prepared and
printed in Hindi and in all the regional languages with
standard forms 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 checking at the spot whether the applications
are complete in all respects and in the event of any lacu-

nae to get them rectified by the applicants then and there
before forwarding them.

B. Refundable Advances/Loans to Members of Fund
Statutory 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. In fact, pro-
vision for grant of refundable advances for serious or prolonged ill-
ness of a member or a member of his family had been made by in-
corporating 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 advances 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 matters relating to default in payment of Employees Pro-
vident Fund dues, had also examined 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 basis at four different centres. The
maetter is at present stated 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 loans

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 amounts 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
advances would almost certainly be retained by the employers. Thus
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the amount in default would increase, and the Organisation would
be saddled with an additional financial liability.

6.17. The Committee appreciate the views of the Government that
the sanction of refundable advances would involve administrative
difficulties 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
Organisation to be burdened with additional financial difficulties. In
their opinion, the present restrictions 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 carly 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 credit in the Fund in
the following events:—

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

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

(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 falling
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 the Act but is
under the same employer; and

(viii) discharge from service and the member having been paid
the retrenchment compensation under the Industrial Dis-

putes Act, 1947.

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 establishment not covered under the

Act.
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6.19. During 1967-68, a sum of Rs. 24.03 crores in respect of 2.49
lakhs claims for final settlement was paid as against Rs. 15.76 crores
in respect of 2.16 lakhs 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- (lsiinled
bers. . in
Jakhs)
1960-61 . 57 4'17
1961-62 . . 57 4°68
1962-63 . . . . 55 5+66
1963-64 . . . . 60 5°24
1964-65 . . 62 597
1965-66 . . 65 6-97
1966-67 . . 69 729
1967-68 . . . . . 75 963

The position of the claims for final settlement as on 31-3-1869 is
-a follows; —

Nature of Balance  No. o No. Balapeo: An;gunt .
application brought receiv disfoud carri paid ou
forward  during the of during forward
year the year
Rs
-Claims for final

payment . 18351 2,660,412  2,63.442 21,321 2901°I9
Lakhs
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Out of 21,321 pending claims for final settlement, four have
been outstanding 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 1869 (30-6-1969) in as 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 contributions and returns are in order, normally
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 Offices. 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 heirs|no-
minees of the deceased persons.

2. Delay in obtaining of family membership and guardianship
certificates from the Civil|Revenue authorities.

3. Delay in submission of succession certificate from courts of
Law|Administrator General by the rival claimants.

4. Delay in submission of death duty clearance certificate.

As regards delay in obtaining of family membership and guard-
janship 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
final application. We send the amount by MO or by
cheque. If the member is deceased, we have to give th.e
money to his dependants or successors. Then alone, it
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 80 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 settle-
ment as on 31st March, 1969. The Committee feel that the Organisa-
tion should make the maximum efforts to clear the backlog of these
arrears by the end of 1970 at the latest.

6.24. They feel that when the delay is solely due to the mon-
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 delay in obtaining death certificates by heirs/nomi-
nees of the deceased persons, from the Civil/Revenue authorities, the
Government should examine the desirability of giving adlequate
discretion to the Regional Provident Fund Commissioners to decide
the issue of succession on the available evidence and not to insist on
their formally obtaining family membership and guardianship certi-
ficates from Civil|Revenue authorities.

D. Reserve and Forfeiture Account

6.25. In cases other than those mentioned in para 6.18 supra,
withdrawal of accumulations can be 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 establishment to which the Emplovees’ Provi-
dent Funds Act applies for not less than six months preceding the
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date of his application for withdrawals:

Forfeiture of empavy -
Period of Membership er’s contribution and
interest thereon
Less than 3 years . . 75%
3 Yyears or more but less than 5 years. . 50%
§ years ar more but less than 10 years. 25%
10 years cr more but less than 14 years. . 15%
IS5 years or more . . . . 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 thc
workers to work in the same establishment for a longer period and
to provide him|his nominees with a sizable amount on his premature
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 descending order to check premature withdrawals. 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 contribution not
paid to the worker is not returned to him (employer) but is credited
to the Reserve and Forfeiture Account of the Fund which is 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 Monday Order
Commission and grant of financial assistance to outgoing Members
where inadequate deposits had been made by employers prior to in-
troduction of Special Relief Fund. and (ii) 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 Account
a sum of Rs. 3.55 crores.
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E. Schemes for Relief
(i) Special Reserve 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 nominees|heirs 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. 26 lakhs accumulations. As soon as the arrears against
which payment has been made from the Fund are recovercd 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, 1869
is shown below:—

Amount transferred to the  Amount . Total Amount  Balance

Special Reserve Fund from recovered paid out inthe
the Reserve and Forfeiturc from to members/ Special
Account defaulting nominces  Reserve
employers etc. Fund

(Rupees in lakhs)
Rs. Rs. Rs. Rs. Rs.

7500 27-08 102°08 82:24 10-84

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
Reserve & Forfeiture Acoount accumulations and the chances of
recovery of default amounts are very bleak, this decision has been
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taken to conserve the funds in the Accofint. - Secondly, in the past
by the payment of the employers’ shafe ‘in default also from the
Special Reserve Fund, the employers considered themselves free
from any pressure from the workers for paying the amount 'in Ge-
fault. Therefore, the employers weremot eager to pay the dues forth-
with, ey

6.32. The Government have also furnished to the Committee the
following table showing particulars of the amount forfeited to the
Fund, amount transferred from Forfeiture Account to Special Reserve
Fund and amount paid from Special Reserve Fund from October,

1968 to March 1969 and also the figures pertaining to the years prior
to 1965.

Month Amount Amount Amount Percentage
forfeited transferred paid from of
to the to Special  (4) to (2)
Fund  Special Reserve
Reserve Fund
Fund

(Rs. in lakhs) (Rs. in lakhs) (Rs. in lekhs).

I 2 3 4 5
October, 1968 5°91 0°54
November, 1968 . 7:96 0-48
December, 1968 . 7-58 .. 0-3I
January, 1969 818 .. 044
February, 1969 . 7°43 .. 0°3I
March, 1969 . 10°75 .. 073 5:9%

4781 2:81

Ratio prior to 1965

1961-62 . 2033 . 425 20:9%
1062-63 23-60 .. 12°34 52:3%
1963-64 3393 2000 16-88  49°7%
1964-65 4264  '35-00 20°55  48:2%

6.33. The Committee are happy to note that the amounts ;)’a_id out
from the Special Reserve Fand his' been physicillly decreasing from
48.2 per cent in 1964 to 5.9 por cent (of total amounts forfeited) in
March, 1869. The Comniittee also note that the percéntage of such
3935 (D) LS—s8,
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relief granted in 1968-69 as employers’ share to the total accumula-
tions in the Reserve and Forfeiture Account viz. Rs. 3.55 crores would
be less than 1/30th of total accumulations in the account. The Com-
mittee, therefore, 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 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 their and
employees’ share of contributions. 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 where
the employers fail to pay their contributions in future.

(i) 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. 500|- was assured to
the nominee/heirs of every deceased member, whose monthly pay
and Provident Fund balance did not exceed Rs. 500|- at the time of
his death.

6.35. On the recommendation of the Central Board of Trustees at
their 42nd meeting, the Government of India had communicated
their approval to raise the above mentioned limit from Rs. 500|- to
750|- with effect from 1st August, 1969. This enhancement has been
brought about as a measure of further relief to the nominee|heirs 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. 750|- 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 by 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 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 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 nominee|
heir of the deceased should be made within 15 days of the death of
the Member.



CHAPTER VI
GENERAL AND MISCELLANEOUS MATTERS
A. Annual Reports

7.1. Under Para 74 of the Employees’ Provident Funds Scheme,
1852, the Annual Report of the Organisation for each year is requir-
ed to be submitted to Government before the 30th November of the
following year and thereafter it is laid by Government on the Table
of the Lok Sabha 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 1967-868 were laid on the Table of
the Lok Sabha on 29-3-1967, 29-2-1968 and 24-4-1969 respectively.

7.2. On perusal of the Reports, the Committee have observed that
the audited statement of accounts of income and 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 Statements 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 Organisation are laid
on the Table of 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 1966-687 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 Consolidated Accounts thereafter. All these factors put
together co;itribute 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 Table of
Parliament. Annual Reports without the accounts of income and
expenditure included therein are prone to give a disterted picture
of assessment of the actual working of the Organisation in all its
perspective.

The Committee, therefore, recommend that suitable steps. may
be taken by Government to remove the lacunae 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 certification 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 Statemont 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 statutory recognition as is the case with the
Annual Reports of Employees’ State Insurance Corporation and

steps may be taken to amend the Employees’ Provident Funds Act
accordingly.

B. Publicity

7.7. The Committee were informed that the following brockures,
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:—

*(i) Know vour Provident Fund Scheme. '] Prmted in the regi-
*(ii) Employers’ Guiae . onal languages apart
*(iii) Employees’ Provident Fund at a Glance from Hindi and Eng-

*Publi shed by the Employees Provident Fund Orsanisatlon.
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*(iv) 15 years of Employees’ Provident Fund.

*(v) Annual Rzports. . . . . . Printea both in Hindi
and English.
*(vi) Handbook of Labour Statistics. . Published by the Mi-

nistry of Labour,
Employment & Re-
habilitation.

7.8. 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.

(ii) 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 steps taken so
far are not adequate enough to bring home to the workers, who
are generally 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 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.

C. Conferences
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.

*Puklished 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 Act|Scheme 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 of recalcitrant
employers, exercise of check over mounting arrears etc. The practi-
cal difficulties experienced by the Regional Offices in implementing
any 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 Conferences
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 desirability of evolving a
comprehensive scheme of social security covering in a single enact-
ment the various risks of cessation of income or wage loss to which
e 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.

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 Government 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: —

“87 (a) The aim should be to work gradually towards a

comprehensive social security Plan by pooling all the
social security collections into a single fund from which
different agencies can draw upon for disbursing benefits
according to needs.

(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 retirement|family pension; and (if) unemployment
insurance "

It has been added that the Employees’ Provident Fund Organisa-
tion is likely to continue as at present until.merger takes 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
Employees’ 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. 500|- who are eligible. Under the Employees’
Provident Fund the rate of contribution depends upon
one’s pay whereas under the Employees’ State Insurance
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 I
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.”

7.17. The Committee are constrained to note that in spite of the
fact that the proposal for administrative merger of Employees’ Pro-
vident Fund Scheme and Employees’ State Insurance Scheme was
mooted as far back as in 1962-and has been recommended by two
expert bodies viz. the Employees’ State Insurance Scheme Review

sMeet ings were held on 12th, 13ta, 14th November, 1969 vide para 7.19 infra.
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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 staff 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 Government should
lay down a target date by which the merger of the two Schemes
should be completed and all legal and administrative steps 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 all the State
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 recommended 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-off 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
integrate social security schemes which will, with some marginal
additions to the current rate of contributions, take care of certain
risks not covered at present by way of providing a retlrementlfami-
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.

(i) Retirement-cum-Family Pension Scheme

7.21. The Committee have been informed that in December,
1963, the Standing Labour Committee decided that a Family 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 6} per cent to the Provident Fund and the enhanced
rate of 8 per cent of both the workers and employers (i.e. 3§ per
cent) and to pay a minimum pension of Rs. 25/- per month to
dependents of members who happened to die prematurely. Later,
it was decided that the feasibility of a Retirement-cum-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. 25/- per month
from a Fund created out of 3% 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 created 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 1|160 of the average wage for the last 3 years
subject to a minimum of Rs. 25|- 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|
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 arrived at.

7.24. The Committee hope that an early decision in the matter
would be taken by Government.

The Committee are also glad to know from the Budget Speech
of the Prime Minister that Government propose to supplement the
contribution of employers and employees by a contribution from
the Government to make up a separate fund from which family

pengions as well as a lump sum payment will be made to the bene-
ficiaries of an emplaoyee in the event of his death.

New DEeLHuI;
March 21, 1970
Phalguna 30, 1891 (S)

M. THIRUMALA, RAOQO,
Chairman,
Estimates Committee.




APPENDIX I

List of industries/classes of establishments to which the Employees’ Provident
Furds Act, 1952 applies.

(VideParas 1. 18 and 2 1 of Report)

Original application to six indus-

tries:

From 15t November, 1952
(1to 6

Bxtension to additional indus-
tries and classes of establish-
ments :

From 31st fuly, 1956
(7 to 19)

(1) Cement;

(2) Cigarettes;

(3) Electrical, mechanical or gzneral engi-
neering products;

(4) Iron and Steel;

(5) Paper

(6) Textiles (made wholly or in part of cotton
or wool, or Jute, or silk whethe
natural or artificial);

(7) Edible Qils and fats;
(8) Sugar;
(9) Rubter anu rubber preducts;

(10) Electricity including generation; trans-

mission and distribution thereof;

(11) Tea (except in the State of Assam where
the Government of Assam have instituted
at separate Provident Funds Scheme for
the industry including plantations);

(12) Printing including the process of com-
posing types for printing; printing by letters
press, lithography, phntogravure or other
similar process or bnok binding but ex-
cluding printing presses, covered under
“News-paper establishments” to which the
Employees’ Provident Funds Act has se-
parately been extendea under Section 150
the Working Journalists (Conditions of
Service) and Miscellaneous Provisions Act

19555
(13) Stone-ware pipes;
(14) Sahitary wares;

(15) Electrical porcelain insulators of high and
and low tension ;
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(16) Refiactories;
(17) Tiles;

(18) Matches;
(19) Glass;

NoOTE

Till the 315t March, 1962 the Scheme was not applicable to the following :—

(i) Match factories having annual production of five lakhs gross boxes
of matches or less;

(ii) Such glass factories other than rcheet glass and glass shell factories
ar have an irstalled capacity «f 600 tons per morth or less.

From 30th Sepiember, 1956
(20 tn 23) (20) Heavy ana fihe chemicals, including:—
(i) Fertilizers;
(ii) Turpentine;
(iii) Rosin;
(iv) Medicaland pharmaceutical preparation ;-

(v) Toilet preparations;

(vi) Soaps;

(vii) Inks;

(viii) Intermediates, dyes, colour lakes and
toners;

(ix) Fatty acids;

(x) Oxygen acetylenc and carbonidioxide
gases. (The Act was actually enforced
in this industry with effect from the 31st
July, 1957);

(21) Indigo;
(22) Lac including shellac;

(z3)fNon—edible vegetable and animal oils and
ats;

From 31st December, 1956 (24) Newspaper establishments ;

From 31st Yanuary, 1957 (25) Mineral oil refining;
Prom 30th April, 1957 (26) Tea plantations (other than the tea planta-
(26 to 30) tions in the State of Assam);

(27) Coffee plantations;

(28) Rubber plantations;
(29) Cardamom plantations ;
(30) Pepper plantations;

From 30th November, 1957 (31) Iron-ore mines;
(31 t0 37) (32) Manganese mines;

(33) Limestone mines;



From30th April, 1958

From 3 oth April, 1959

From 31st May, 1960
(40 to 41)

From 30th Yune, 1960
(4210 43)

From a1st December, 1960
(44 to 46)

From 315t May, 1961

From 30th June, 1961
(48 to 52)

From 31st Fuly, 1961
(s3to57)

From 315t August, 1961

From 30th November, 1961
(59 to 60)

From 315t December, 1961

From 30th April, 1962
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(343 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 products
such as bread, confectionery and milk
and milk powder;

(39) Road mctor transport establishments :

(40) Mica factories;
(41% Mica mines;

(42) Plywood; )
(43) Automobile servicing and repairing;

(44) Rice milling;
(45) Dal milling;
(46) Flour milling;

(47) Starch;

(48) Hotels;

(49) Restaurants;

(50) Establichments cngaged in the storage
or transport for distribution of petrcleum
or natural gas or products cf either petro-
leum or natural gas;

(s51) Petroleum or natural gas exploration;.
prospecting, drilling or production;

(52) Petrolevm or natural gas refining;

(53) Cinemas including preview theatres;

(54) Film Studios;

(55) Film production concerns;

(56) Distribution concerns dealing with ex-
posed films;

"(s7) Film processing laboratories ;

(58) Leather and leather products;

(59) Store-ware jars;
(60) Crockery;

(61) Every cane farm owned by the owner or
occupier of a sugar factory or cultivated by
sucl:,l}al (;_vmer or occupier or any person or his
behalf;

(62) Every trading and commercial establish-
ment engaged in the purchase, sale or
storage of any goods, including establish-
ments of exporters, importers, advertisers,



iFrom 30th Yune, 1962
.From 30th September, 1962

.From 31st October, 1962
(65 10 69)

‘From 31st December, 1962
.From 315t March, 1963

.From 30th April, 1963
(72 to 76)

iFrom 315t May, 19563
(77t0 79)

From 31st August, 1963
‘ (80 to 81)

(81
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" commission agents and brokers, and com-
modity and stock exchanges, but not includ-
ing banks or ware-houses established
ufiaér any Central or State Act;

(63) Fruit and vegetable preservation;
(64) Cashewnuts;

(65) Establishments engaged in the processing
or treatment of wood including manufic-
ture of hard-board or chip-board, jute or
textile, wooden accessories, cork products,
wooden furniture, wooden: sports, goods,
cané or bamboo products, wooden battery
separators;

(66) Saw mills;

(67) Woad seasoning kilns;

%68) Wood preservation plants ;

(69) Wood workshops;

(70) Bauxite mines;

(71) Confectionery;

(72) Laundry and laundry services;
(73) Puttons;
(74) Brushes;

(75) Plastic and plastic products ;
(76) Stationery products;

(77) Theatres where dramatic performances or
other forms of entertainment are held and
where payment is required to be inade for
admission as audience or spectators;

(78) Societies, clubs or associations which pro-
vide boarding or lodging or both or facility
for amusement or any other service to any of
their guests on payment;

(79) Companies, socicties, arsociations, clubs,
or troupes which give any exhibition of
acrobatic or other performances or both, in
any #rena circular or other wise or perform
or permit any other form of entertainment
inany place, oher than a theatre, and
require payment for admission into such
exhibition or entertairment as spectators
or audience.

(80) Canteens; . :
Acrated water, soft drinks o1 carbonated
water;



From 315t October, 1963

From 31st fauwuary, 1964
(83 to 84)

From 30th Fune, 1064
(85 to 86)

From 31st October, 1954
(87 to 92)

.

From 31st December, 1964
From 31st January, 1965
(94 to 96)

From 31st March, 1965
From acth Junre 1965

From 31st July, 1965

From 31st August, 1965
From 30th Septembcr, 1965
From 315t December, 196§

121

(82) Distilling and rectifying of spirits (net
falling under industrial and power alcohol)
and blendipg of spirits;

(83% Paintand varnish;
(84) Bone crushing

(8s) Pickers;
(86) China clay mines;

(87) Attorneys, as defined in the Advocates
Act, 1961 (25 of 1961);

(88) Chartered or registered accountants, as
defined in the Charterea Accounts Act,
1949 (38 of 1949);

(89) Cost and works accountants within the
meaning of the Cost and Works. Accountants
Act, 1959 (23 of 1959);

(90) Engineers and engineering contractore
not being exclusively engaged in building
and construction industry;

(91) Architects;

(92) Medical Practitioners and medical specia-
lists;

(93) Milk ana Milk products;

(94) Travel agencies engaged in—

(i) 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 agencies engaged in the col-
lectior, packing, forwarding, delivery of
any gnods including car loading break-bulk
services and foreign freight services;

(96) Non-ferrous metals and alloys in the form
of ingots;

(97) Bread;

(98) Stemming redrying, haadling, sorting;
grading or packing of tobacco leaf’;

(99) Agartatee (including dhoop and dhoop

battee);
(100) Magnesite Mines;
(101) Coir (excluding the spinning sector);

(102) Stone quarry producing roof and floor
slabs, dimension stones, monumental
stones and mosaic chips;



From 3!stjamqry, 1966

From 30th June, 1966

From 315t $uly, 1966
From 30th September, 1966

From 30th Apnil, 1067
(107 to 108)

From 31st Fuly, 1067
From 31st _Augusr, 1967
From 31st October, 1967
From 30th November, 1967

From 31st August, 1968
(113 t0 119)

From 315t December, 1968
From 30th April, 1960
From 30th Jume, 1060

From 315t faniary, 1970

122

(103) Banks doing business in one State or
union Territory and having no departments
or branches outside that State or Union

Territory;

(104) Tobacco industry

from Tobacco;
(105) Paper products;
(106) Licenced salt;

(ro7g Linoleum;
(108) Indoleum;

(109) Explosives;

(110" Jute baling or pressing;

(111) FRire-works and percussion capworks ;

(112) Tent making industry;

(113) Barytes mines;
(114) Dolomite mines;
?1 15) Fireclay mines;
116) Gypsum mines;
ér 17) Kyanite mines;
118) Silliminite mines;
(110) Steatite mines;

(120) Cinchona Plantations.
(121) Ferro-Manganesc.

(122) Ice ana Ice-Cream.
(123) Diamond Mines.

(124) General Insurance.

that is to say, any
industry engaged in the manufacture of
Cigars, Zarda, Snuff, Qivam and Guraku
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APPENDIX 1V

Statement showing mode of Recruitment to various posts in Emplovees® .
Provident Fund Organisation.

(Vide Para 3.65 of Report)

Sal

>

I0.

II.

I12.

Name of Post Method of recruitment—whether by
direct recruitment or by promotion
or and percentage of the vacancies
to be filled by various methods

Assistant  Provident Fund $0% promotion——s0%, direct recruit-
Commissioner (Grade II) ment.
Provident Fund Inspector $§09% promotion—s09%, dircct recruit-

Grade L ment.

Accounts Officer . . By deputation feiling which by diicct
recruitment.

Assistant Accounts Officer . By deputation failing which by dircct
recrujtment.

Junjor Technical Assistant . Direct recruitment.

Head-clerk (Internal Audit By trasfer of suitable Head-clerks scrv-
Central Office) ing in the Regional Office failing
which—
(a) by direct recruitment , or
(b) by promotion of U.D.Cs’ having
3years’ experience of accounts.and
or internal audit work in the Re-
gional and/or Central Offices
respectivelv.
Peons/Malies and Chowkiders Direct recruitment.
in the Headquarters Office
and Regional Office.

Superin‘endent (Head quart- 50%, promotion—Ss0Y, direct recruit-
er’s Office). ment.

Provident Fund Inspectors s0%, departmental promotion—s0Y%,
Grade 11 direct recruitment.

Assistants (Headqgarters’ 50% departmental promotion—§09,

office). direct recruitment.

Head-clerks (Regional Office) 759% departmental promotion—259%,
direct recruitment.

Stenographer (Senior) (Heaa 1009, departmental promotion.

quarters Office).
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13.

14,

16.

17.

18.

127

Name of Post

Method of recruitment—whether by
direct recruitment or by pormotion
or and percentage of the vacancies
to be filled by various me-
thods)

Rl

Stenographer (Junior)
(Headquarter’s and Regional
Offices).

Upp »r Division Clerk(Head-
guarters Office).

Upper Division Clerks (Re-

gional Offices).

§0% departmentsl promotion—%0%
direct recruitment.

75% _ departmental promotion on the
basis of seniority cum-fitness and 25%
on the basis of 2 competitive examina-
tion restricted to existing LDCs in the
Hecadquerter. .

75% departmental promotion on a re-
gional basis and on the basns of semiori-
ty-cum-fitness and25%on the basis of
a competitive exammauon restricted
to existing L.ower Division Clerks of
the region.

~ Lower Division Clerks 259, departmental promotion and 75%

(Headquarters and Regional
Offices).

Gastetner Operator (Head-
quarters Office).

Gestetner Operator(Region-
al Offices).

direct recruitment.

100%departmental promotion.

100% departmental promotion.




APPENDIX V

Statement showing number of returns received from Regional Offices.

(Vide Para 3.68 of Report)

S.No. Name of the return/subject Whether
Weekly/
fortnightly/
monthly/
quarterly/
half-yearly/

annualy

Due Date Action
taken

Progress of compilation of Weekly

annual accounts in the Re-
gional Office, Maharashtra.

Bank statement in respect of
E.P.F. A/c No. I, Il & ITI.

Timely transfer of amount Fort

from E.P.F. Accounts No. 1
and 2 by the State Bank of
India.

Return No. II—Expenditure Monthly

from Adm. Account.

Return No. V-A—No. of fact-
ories/establishments  and
subscribers covered under
the E.P.F. Act, 1952 (less
than so persons).

Return No. V-B—No. of fac-
rories/Estts. and subscribers
covered under E.P.F. Act,
1952 (more than 50 persons)

Return No. VII/A-(#) : Con-
tribution made by the un-
exempted estts.

Return No. VII-A(3):-Con-
tribution made by the un-
exempted establishments.

nightly

EE)

3

3

Every Tuesday of
the week.

Every week

On the 2nd and
17th of each
month.

7th ol the 2nd
following
month.

Do.

7th of the 2nd
following month.

Do.
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I0

Ix

12

13

14

15

16

17

18

I9
20

21

22

Return No. VII-A(is)—Con-
tributions made by the un-
cxemptea esits.

Return No. VII-B—Adminis-
trative charges.

'

Return No. VII-C—Inspec-
tion charges.

Return No. VII-D—Levy and
collection of Penal damages
in Account No. I.

Return No. -VII-E—Levy and
collection of Penal damages
in Account No. II.

Rcturn No. VII-F—Break-up
of arrears of contributions
Admn. Charges, Inspection
Charges and Penal damages.

Return No. VII-G—Contribu-
tions made by the unexemp-

ted esits.

Return No. VIII-C—Inspect-
tion of factories/estts. by
the Provident Fund Ins-
pectors.

Ratara No.IX —=2.03cess of is-
sue of annual statcments of
accounts.

Return No. X—Contribution,
R-funds and investment
made by exemovred estts.

Return No. XIII-A—Prosecu-
tion cases.

Return No.XIII-B—Recovery
cases. '

Return No. XIII-C—Default
deducted from exempted
unexempted establishments.

Return No. SS-I—Contribut-
tion enhanced rate.

Mouthly 7th of the 2nd

»

»

»

»

LR

”».

»

)

”»

2

”»

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.

2oth of the fol-
lowing month.

Do.
Do.

1oth of the 2nd
following month.
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1 2 3 4

23 Establishment return Monthly 1sth of th: ev-
ery month.

24 Interest suspense Account 15th of the 2nd.

(Regional). following month.

25 Amount transferred from one
account to another under
instructions from the Re-
gional Office.

26 Death Relief Fund 15th of the next
following
month.

27 Pension : Statement showing s sth of every

the amount due for transfer month.’;
to E.P.F. Account No. 9.

28 Special Reserve Fund » 15th of the fol-
lowing month.

29 Forfeiture Account Do.

30 Position (transferred) securities »
returned to R.P.F.C. for
removal of objections.

31 Fresh (transferred) securities 2
received by the R.P.F.C.

32 Bank statements in respect of » 15th of the fol-
E.P.F.Account No.V, VIII lowing month.
and IX from State Bank of '

India.

33 Return of settlement of final 9 15th of the fol-
payment claims. lowing month.

34 Unemployment Insurance 7th of the 2nd
scheme. following month.

35 Progress of exemption s 15th of the fol-

lowing month

36 Levy of heavy fines by Govts »» Do.
on detaulting establishments ‘

37 Non-refundable advances 20th of the fol-
lowin, month.

38 D.QO, Narrative Report Quarterly Do.

— = e e
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39
40

41

42

43

45

46

47

43

49

Return No I—Position of staff  Quarterly Ai the end of

in the region. every quarter
Penal damages received in Ac- Do.
count No. I and II.
Reserve Bank of India certifi- Cc

cates in respect of securities
under safe custody in res-
pect of E.P.F. Staff Provi-
dent, Administration Ac-
count and Pension-cum-
gratuity Account.

Hindi type-writer Regarding

purchase of Hindi typewriter To.
Half yearly return : regarding Half-year- 1st week of
the appointmer.t of non-In- ly. Jan and July.
dians in the E.P.T. Or- .
ganisation.
Officers on deputation to the s By the end of
E.P.F.Orgn. extension of the June & Dec.

period of deputation.

Reservstion for Scheduled cast- Yearly 2sth January
es and Schedulec Tribes in of each year.
the E.P.F. Organisation.

Reservation of Scheduled cast- By 15th January
es and Scheduled Tribes in of each vear.
services -Dereservation of
reserved vacancies Annual
statement,

Budget Revised Estimates and By the end of

Budget Estimates. Octeber every

year.

Income and Expenditure re- By the end of
turn : Actuals of Income April every
and Bxpenditure, year.

Important points for inclusion By the end of
in the Anmual Report of the May of every

Report of the orgn. year.
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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 for the present
employees who are members of the Employees’ Provident Fund and
also exempted Funds under the Employees’ Provident Funds Act,
1952. The term “insured person” means an employee covered undex
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 556 years of age (when the Scheme
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
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Scheme, 1952 exceeds Rs. 500|- 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. 500/- per month.

5. Eligibility for 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
satisfy:—

(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
Eraployment Exchange in which he is registered that he
has been reporting to the Exchange at special intervals
or when called by the Exchange and that he has not 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 sickness benefit.

7. An unemployed insured person shall not be entitled to receive
the benefit if—
(1) he left his employment voluntarily without just cause;
(2) he becomes unemployed on account of discharge for
miseonduct;

(3) he refuses to accept an offer 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.

8. 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
benefit 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 from 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 Fund without having to satisfy the
required attendance qualification from the date of his employment.

11. Rate 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 “pay” will
have the same meaning as laid down in the Employees’ Provident

Funds 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
emplovment.

13. 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. L Y

15. Rate of contribution.—The contribution shall be paid by the
employer to the Unemployment Insurance Fund at the rate of 0.35
per 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
pavable 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 manth and he will be entitled to deduct the contribution of an
insured person from his wages.

16. Unemployment Insurance Fund and its administration.—A
unified Unemployment Insurance Fund shall be set up consisting of
contributions from emplovers and employees from which unemploy-
ment insurance benefit shall be payable to insured persons. The
cost of administration may be about 10 per cent of the contributions
of employers and employees for the present. The administrative
Organisation for the Scheme shall be as follows:—

(a) A separate Board shall be set up to administer the Un-
employment Insurance Fund and the Scheme.

(b) The work of collection of contributions. examination of
claims, authorisation of pavments, accounting work and
adjudication of disputes etc. shall be handled by the
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existing Provident Fund Organisation for its members
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.

Proposed Pilot Sc¢heme for Unemployment Insurance

1.Scope

(1) Every person under 50 years of age who is a member of tne
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 emoiu-
ments for each respective month, provided that the contri-
bution payable for any worker shall not exceed that
calculated on a total of wage and emoluments exceeding
Rs. 500/- per month. Workers are excluded from thi.
Scheme upon the attainment of the age of 50 years and
no contribution shall be payable in respect of their em-
plovment upon reaching the age of 50 years.

Employer: The same amount of contribution as calculated
for each worker for each resmective month.
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II1. Benefits
(1) Rates of Benefits:

.-.\ —

Class of Worker Number of Benefit
weekly con-
tributions
paid or eg-
uivalent
during 12
months prior
todate of
claim‘;

(a) Workers whose average monthly pay 45-52 con- Weekly Benefit Payable
and emoluments over the 12 months tribution. 50% of average week-
immediately prior to the first day of ly earnings during

/ un-employment is less than Rs. 500/- the relative period
per month. of employment.

26-44 con- 259 of average week-

tributions. ly earnings during
the relative period
of employment.

(b) Workers whose average monthly pay 45-52 con- Monthly Benefit Pay=
and emoluments over 12 months tributions able Rs. 250/-.
immediately prior to the first day of
unemployment is, or exceds Rs. 500/-
per month. 26-44 con- Rs. 125/-

tributions.

~—

Subsequent Claims to Benefit:

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 Beneflt 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 disquali-
fied from receiving Unemployment Insurance Benefit for a period of

3935 (D) LS—10.
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45 days from his first day of unemployment. Provided, however,
that if the worker satisfles all other conditions attached to the
qualification 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.

1V. 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 appropriate class have been paid in respect of
his employment during the period of 12 months immediately preced-
ing 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-
ploved 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 Dbenefit payments would be made at the Employment
Exchanges. ' e

(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. G

VI. Collaboration with the Coal Mines 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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gystem. The Provident Fund Organisation will receive the contri-
bution, but maintaim a separate account.

(2) The Regional Offices of the 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 Exchanges in the coal-flelds
will register the retrenched workers, pay the benefits and place
them. More Exchanges will have to be set up, area-wise, in con-
sideration of the number of employees, size 6f mines, dispersal 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 collaboration with the
Coal Mines Provident Fund and the Employment Exchanges, the
administrative expenses are not expected to 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
accrual to the Unemployment Insurance Fund would thus be
R« 111.78 lakhs approximately.

2. For the administration of the Scheme and for advising 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 usual complement of staff. To this will be
added contingent and non-recurring expenditure of about Rs. 13,000

per annum. The total expenditure thus involved in the Ministry
would be Rs. 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
Rs. 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 Offices of the Unemployment Insur-
ance Fund with the additional staff according to the workload. As
most of the work relating to collection 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 it 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 &
maximum period of six months:

(i) Total membership of the Coal

Mines Provident Fund. . . Rs. 4'40 Lakhs
(Approx.)

(ii) To'al monthly disbursement to
colliery workers . . . Rs. &'22 crores
(Approx.)

(iii) Accrual to th» Fund at the rate
of monthly coatribution of Rs.
1.50 per cent of basic wage pay-
able equally by the employer and
the worker. . . . . Rs. 9.33 Lak%hs
(Approx.)



143

{iv) Psyment ot benefit to an average

of 1,000 reirenches at 509 of

new consolidated basic wage for

a maximum duration of 6
months. . . . . . Rs. 72 Lakhs.
(annually)

{v) 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.) . . . . . Rs. 4.67 Lakhs
(annually)

(vi) Net saving to the Fund. . Rs. 35'29 Lakhs
(annually)

6. Part of the surplus will be utilised for meeting the expenses
of the staff required in the Record Offices and the balance will be
utilised for making a “Reserve Fund.”.
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APPENDIX VIl

Summary of Recommendations|Conclusions comtainzd in the Report

Razfaraace to
para’'No.
of the Report

Summary of Recommendations/Conclusions

1 1.27.

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. Malaysia
and Ghana) the coverage is wider than in India.
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 observe 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 of 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 justification 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

144
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2.8.

2.12,

2.14.

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 TA and other penal provisions of the
Act.

The Committee are unhappy to note that
even though discussions 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 issue 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,
it necessary.

The Committee are glad that the question
of extending the Act to Jammu and Kashmir is
already under the consideration of the Govern-
ment. They hope that, in the interest of uni-
formity, a final decision in the matter would be
reached soon and a uniform Employees’ Prowi-
dent Funds Scheme made applicable throughout-
India.
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2.22.

2.28.

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.

The Committee are not sure if agricultural
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 such 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 survey of agricultural farms|fruit
orchards|botanical gardens|zoological gardens
should be undertaken without any further de-
lay with a view to assess the feasibility of ap-
plying the Act to 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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10.

3.5.

3.6.

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 ex-officio 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. Ile also
acts as the ligison 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.

3.8.

3.12.

Apart from the three ministries of Finance,
Industrial Development, Company Affairs and
Internal Trade and Steel and Heavy Engineering,
there are other Ministries which have an appre-
ciable number 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 possi-
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 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 regard to the following matters
also:—

(i) Modification of the Scheme under
Section 7 of the Act.

(ii) Delegation of powers wunder Section
5E of the Act.

(iii) Appointment of Inspectors under Sec-
tion 13 of the Act.

(iv) Transfer of 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-
mittee under paragraph 22 of the
Scheme.




13.

14,

8.13

3.17.

3.23.

It appears to the Committee that the powers of
supervision and control exercised by the Central
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, the 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 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.

The Committee consider that more powers:
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 this
aforesaid section from the Statute Book.

The Committee are constrained to observe
that Government have not cared to implement
the recommendation of the Estimates Committee
(1859-60) which they had accepted regarding the
frequency of the meetings of the Regional Com-
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15,

16.

17.

18.

3.24,

3.29.

3.32.

3.33.

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 lleast twice a year.

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.

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 in
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.

The Committee are not averse for the
present to the selection of incumbernt to the post
of Central Provident Fund Commissioner by
deputation but at the same time feel that in due
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.

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 1.A.S. and
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19.

20.

3.39.

3.42.

3.43.

Central Services Class I only but should be en-
larged to include officers of equivalent status
belonging to other Central offices.

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 critericn to-
open a regional office should not be a State but
the strength of subscribers in a particular area
with a minimum of 1,00,000 subscribers therein.
They suggest that, in the due course of time,
Government may review the position of amalga-
mating some of regional offices on the basis of
the above criterion keeping in view the contiguity
and proximity of areas.

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 Organisation entrusted to the Depart-
ment of Administrative Reforms later on, on the
contrary, was fruitful.

The Committee are of the view that any
study required to be undertaken 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 she Organi-
sation.

The Committee also suggest that a full-
fledged Organisation and Methods Division
should be set up within the Organisation itself
to constantly review inter alia the working pro-
cedure,

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 Organisation will make sure that
not only the number of Inspectors is adequate to
conduct proper inspection but that they perform
their job meticulously and thoroughly.

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.

The Committee are constrained to observe
that, even though the Employees’ Provident
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 or constructing separate buildings
in close proximity to one another as the exigen-
cies of the situation may demand.

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 possible and for that purpose 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
to greater efficiency on the part of the staff.

The Committee are unhappy to note the
wide divergence in Budget Estimate and Actuals
during successive years. The savings 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 the -esti-
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.

The Committee would also suggest that the
Organisation should assess the requirement of
posts required to be filled up in consultation
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 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 Actuals for any year.

The Department of Administrative Reforms
in their Report (December, 1968) on Study of
the Employees’ Provident Fund Organisation
inter-alie 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 for 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
requested to undertake this task immediately
and complete the studies and submit their report
within six months.

The Committee would also recommend that
immediate steps may be taken to ensure that
the existing O & 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 scrutinise all proposals for increase in
stafft. 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 and gradually a cadre of

trained personnel from amongst the staff in the
Organisation may be built up to man this unit
by in-training programme drawn up for that
purpose 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 Committeg 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-
partmential candidates.

The Committee also hope that in time to
come, it should be possible for Government to
appoint a major proportion of its segior Execu-
tives in the Organisation from amongst suitable
departmental candidates.

The Committee endorse the recommenda-
tions of the Department of Administrative Re-
forms in regard to modifications etc. of forms
and returns. They are of the view that the re-
commendations, if 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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 smable tie Employees’ Provident Fund Organisa-
tion te implement them &s expeditiously as pos-

. sible. Not only will it 1e¢d te simplifying the pro-

tedure it will also eurtafl expenditure on print-
ing of forms. The Committee also recommend
that the O & M Unit recently set up in the Cen-
tral Office should also periodically review the
forms and returns in vogue with a view to assess
which of them could be eliminated, amalgamated
or modified inter-alia to ensure that columns
asking for unnecessary details are omitted.

The Committee have no doubt about the
usefulness of 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,
no firm decision has yet been taken by the Orga-
nisation to extend it to other 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 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 result of switch-over, will not be
t_hrown out but will be suitably deployed in
other types of work without detriment to their
aiioluments and status within the Organisation.

The Committee find that Internal Audit has
pfoved quite useful in detecting financial irregu-
larified ‘and totiing up the Administration. They
‘wéuld recotimend speedy Action to eliminate the
deficiencies pointed out by the Internal Audit.
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_terests concerned as far as possible
" taking suth a vital decision. They ‘are not able
AT SO RN .

The Cormittée ‘also rétommend that the
Regional Providént Fund Commissioners might
be instructed to take immiediate steps to rectify
the defects pointed out so far by Internal Audit
#nd to submit periodic Reports to the Central
Provident Fund Commissioner indicating action
taken to remove the lacunae, '

The Committee would like to impress upon
Government the desirability of taking imme-
diate action to set right the irregularities pointed
out in the audit reports and take such other
corrective measures as may be considered neces-
sary to eliminate the recurrence of such lapses
or irregularities.

The Committee are unhappy to note that as
on 81st March, 1069 there were 9.56 lakhs of
Anral Statements 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 glad that Government
have riow decided to circulate proposals regard-
ing application of higher rate of contributions to
amny class of -establishments, to the organisations
of employers and workers also. The Committee
feel that, in a tripartite scheme of this nature

it is better to take into confidence all the in-
before

P [ _
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to appreciate why it should be difficult 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 favourable 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 same 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 of 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. Now 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 As-
gemblies in States, of the Regional Committees,
leading Members of Employers’ Organisations
as well as employers’ representatives on the
Central Board of Trustees, of the respective re-
gions.

The Committee observe that inspection re-
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 Committee also feel
that if inspections of defaulting establishments

are made more frequent, the tendency to default
would be curbed.

The Committee find that in an effort to
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 methods 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 sufficient 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|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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_deliberately withhold paynient. However, the-

legal spparatus bas prowed ineffective in deal-
ipg with units which are financially weak—the
sick textiles mills being a notable example, In
sych cases, the appropriate Governments have-
been foynd to be reluctant to take steps when
they resuylt in premature closure of the estab--
lishments leading to the unemployment of
workers. This approach too, is responsible for
aceumulation of provident fund arrears for-
which the Act itself has no power. The pros-
pects of realisation of provident fund arrears
from such weak units will, to some extent, de-
pend upon the revival of the industry concer-
ned. 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 arrears also.

The Committee also note that legal pro-
cesses are not very effective in the case of
gome of the hardened defaulters who though
few in number, account for a large part of the:
arrears. The Committee suggest that Gowvern-
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 day of continued de-
faults.

The Committee agree with the recommenda-
tion of the National Commission on Labour
that defaults should be made cognizable under
the Indian Penal Code.

The Committee feel thgt the Central|Re--
gional Commissioners should have sufficient
powers for sanctioning prosecutions vested in-
them, as also the power to issue recovery cer-
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tificates and recommend that Section 19 of the
Act might be suitably smended immediately to
delegate the powers of appropriate Govern-
ment to the Centra] Provident Fund Commis-
sioner and other officers of the Organisation,
They would, however, urge that the powers so
delegated might be used with caution in close
co-operation with the Staje Government.

The Committee further recommend that
the State Governments may be persuaded to
specify adequate number of Magistrates to deal
exclusively with enforcement and prosecutions
under the Act.

. The Committee also suggest that Govern-
ment might consider -the -feasibility of inserting
provision similar 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. ’ a

The Committee are of the 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-
ernment should consider providing all possible
assistance to, the mill by way of loans and|or
advances or take such other suitable steps as
may be considered necessary with a view to
rehabilitate it and to safeguard the interests
of the warkers.

The Committee, while noting the difficulties
pointed out by the Government in adopting
the course of recovery of employees’ contribu-
tion directly. from them, would like to empha-
sise that Government should give serious
thought to the problem of default by employers
in regard to the payment of employees’ contri-
bution already deducted from their wages but
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not deported and devise some effective method
to ensure that employees’ 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 Trustees 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 or 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 gratification. It
is thus evident that this higher return on
accumulations is the direct result of the libera-
lisation of investment pattern during 1967-68.

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 consider 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.

The Committee suggest that an investment
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 regard 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
before 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 therefore, 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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purpases for which they were framed. The

Commltt.ee woyld, however, suggest that the
operation of the present scheme for such ad-
vances may be closely watehed and the posi--
tion revxewed after a permd of 5 years, with a-
view to examine whethe.r there is any case for
further hberahsahon

With a view to chetk the abuse of the
facility regarding grant of advances for house
construction, the Committee recommend that
whenever, after sanction of the advance, the:
case turns out to be suspiclous, physical verifi-
cation at site may be carried out by the Ins-
pectors at periodic intervals and reports made
to the Regional Office.

The Committee are concerned to note that
there is no time limit prescribed for grant of
advances. The Committee recommend that
speclﬁc time schedules should be evolved by
the Employees’ "Provident Fund Organisation.
for grant of the various advances depending on
the nature 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
for small advances, the applications should be
disposed of within 7 days. Such a self-imposed
limit, except in exceptional circumstances.
would cut administrative delays largely.

As regards applications for medical ad-
vances, the Committee would like that these
are scrutinised and promptly disposed off
normally within seven days. In emergent cases,.
where the applicant is seriously ill, provisional
advances should be made after verifying the:
available balances at his credit, if formal sanc-
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tion is likely ta entail delay. In this connection.
the Committee would Ilike to draw the atten-
tion of the Government ta the recommendation-
made by the Department of Administrative:
Reforms regarding introduction of a coloured
application form for Medical advances, which
they are inclined to endorse.

The Committee would like to point out that.
while the main cause of delay in the expedi-
tious payment of advances is the filling up of
incomplete applications, the Organisation has
so far taken no corrective measures in this re-
gard. The Committee would therefore, suggest
that the 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
be prepared and printed in Hindi and
in all the regionst languages with
standard forms 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 of any 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 wmake 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 heirsinominees
of the deceased 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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The Committee are happy to note that the-

-amounts paid out from the Special Reserve Fund.

has been physically decreasing from 48.2 per cent.
in 1964 to 5.9 per cent (of total amounts forfeited)
in March, 1969. The Committee 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 1{30th 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.

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 of 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 nomineefheir of the deceased"
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' $hoild be hade within 15 days of the deatii of

thie Meiriber. :

The Cothmittee are tunhippy to note such
léng delays in  laying the accounts of Income

.and Expenditure on the Table of Parliament.

Anrnual Reports without the accounts of income
tnd expenditure included therein are prone to
give a distorted picture of assessment of the
actual working of the Organisation in all its
perspective. '

The Committee, therefore, recommend that
suitable steps 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 and
expenditure Statement and balance sheet
for the year undér Report with a note indicating
that they are still to be audited.

The Commiittee would also suggest that the
pia‘ctlc"e of laying thé Annual Reports of the
Organisation on' the Téablé of the House should
B given statistory récognition as is the case with

"thé Anmhal Repofts of Employees’ State Insu-
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tuiice 'Corporation and steps may be taken to
amend the Employees Provident Funds Act
&ccordingly.

~ While appreciating the efforts made by the’
Organisation to publicise the Scheme, the Com-
mittee feel that the steps taken so far are not
adequate enough to bring home to the workers,
who are generally 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 Schemes:—

(i) The brochures and pamphlets ete.
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 Cominittee welcome the idea of perio-
dical Conférencés of Regional Commissioners
for dxscussing matters of common interest and
evolving measures &fid procedures for dealing
with cornmori problems. They, therefore, sug-
est that such conferences may be held by rota-
?qn at différent réglorial centrei if consiiered

easible.
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The Committee are constrained to note that
in spite of the fact that the proposal for adminis-
trative merger of Employees’ Provident Fund
Scheme and Employees’ State Insurance Scheme
was mooted as far back as in 1962 and has been
recommended by two expert bodies viz. the 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 concern=-
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 steps
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 decisionr
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 Government.
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The Committee are also glad To 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.




APPENDIX IX
(Vide Introduction)

Analysis of recommendations|conclusions contained in the Report
I. CLASSIFICATION OF RECOMMENDATIONS

A. Recommendations for improving 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. 1, 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 Particulars
No. Summary of
Recommendations
(Appendix VIII)
1 19 In the interests of economy, the criterion to open

regional office should not be a State but the
strength of subscribers in a particular area with
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.

2 20 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 actuares, Auditors and O & M
experts.

A fullfledged O&M Division should be set up with™~
in the organisation itself.
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24

25

26

27

28

32

55

56

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.

To the extent possible staff quarters in close pro-
xmity to regional offices should be provided in
a phased manner observing a time schedule
therefor.

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.

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.

Staff InspectionUnit of Ministry of Finance should
be asked to expedite study of assessment or
workload within 6 months.

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.

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.

The operation of the present scheme for advances
for house construction may be reviewed after a
period of § years.
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10 61 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.

11 71 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.

12 72 A coordination Committee to implement and
watch the progeress of merger scheme should be
set up.

GMGIPND—R.S. 13935 (D) L.S.—16-4-70—1135.
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