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FOREWORD

WitH the advent of Independence the functions of the Government
in India as well as its policy have undergone a fundamental change.
The social approach which now determines the outlook of the
Government of India on many questions of economic policy has
to be appreciated in order to understand the trend of events in
the country. Recent developments in connexion with social
security legislation in other countries, and the recommendations
of the international conferences convened by the International
Labour Organisation, have given an impetus to this outlook so
far as thought and action in this sphere are concerned. The
development of the new policy and its working will therefore be
watched with great interest by all concerned. A systematic study
of social insurance standards which are internationally accepted
would be a valuable guide to the solution of our own problems.
The application of modern ideas of social security to the special
problems of India with suitable adjustments would thus become
easy. Dr Punekar has rendered valuable service by presenting
in a digested form the available literature on this subject in Part I
of this book. In Part II he makes concrete proposals for com-
prehensive planning of social security for the Indian masses, and
in doing so he utilizes with effect similar schemes in countries
such as the United Kingdom, New Zealand, Australia and the
United States of America. While making his constructive sugges-
tions, he also examines recent legislation, such as the Employees’
State Insurance Act, 1948, which provides coverage for the three
risks of sickness, childbirth and employment injury to factory
workers.

This work was first done as a thesis for the Ph.D. degree of
the University of Bombay.” It was subsequently thoroughl
revised and brought up to date and is thus likely to prove a valuable
guide to all those who are interested in the development of social
security in the country.

School of Economics & Sociology C. N. VAKIL
University of Bombay
30 April 1950






PREFACE

THE publication of this book has been made possible by the joint
influence of happy circumstances and kind persons interested in
me and in my work.

When, after completing my earlier book on Trade Unionism
in India, in April 1942, I took up the study of the problems which
form the subject matter of this book, social insurance had only
an academic interest in India. Since 1942, however, events have
moved rapidly in the field of social security, changing thereby this
purely academic interest into a thoroughly practical outlook.
Important events, such as the Beveridge Report (1942), the Marsh
Plan (1943), the 1.L.O. Recommendations on income security and
medical care (1944), British legislation on family allowances,
national insurance and health services (1945-6), the seafarers’
social security Conventions and Recommendations adopted by
the 28th Session of the International Labour Conference (1946),
the Australian Social Services Consolidated Act (1947), the Ceylon
Report of the Commission on Social Services (1947) and the Social
Security Resolution adopted by the Preparatory Asian Regional
Labour Conference (New Delhi, 1947), have had their influence on
current ideas on social security in India. This influence
was reflected in India in such events as Professor Adarkar’s
appointment in 1943 as Officer on Special Duty to draft a health
insurance plan for industrial workers, the setting up of the Labour
Investigation Committee in 1944 to collect factual data for planning
social security schemes, visits of 1.L.O. experts (Messrs. Stack and
Rao and Miss Bodmer) during 1945 to modify the Adarkar plans
of social insurance for factory workers and for seafarers, the
introduction in the Assembly of the Workmen’s State Insurance
Bill, 1946 and the enactment of the Employees’ State Insurance
Act, 1948. The administrative machinery for the implementation
of the provisions of the Act is being gradually set up. The period
of my study thus coincided with the occurrence of important social
security events in India and abroad, and this dynamic aspect
of the study enabled me to have a clear and practical view of the
problem which, otherwise, might have created only a blurred
impression on my mind. Further, I was fortunate to have
opportunities to obtain a close view of important social security
activities in India. Early in 1944, I worked as Professor Adarkar’s
Research Assistant, when he drafted his Report on Health Insurance
for Industrial Workers. From July 1944 to May 1945, T was a
Supervisor in the Labour Investigation Committee and thereby
got some experience of factual surveys in Indian labour conditions.
In May 1945, I was selected as a Research Officer (Social
Security) in the Ministry of Labour and worked in that capacity,
at a time when the Workmen’s State Insurance Bill was being
drafted.



viii PREFACE

There is a long list of institutions and people to whom I must
express my sincere gratitude. Foremost among the list of institu-
tions are the University of Bombay and its School of Economics
and Sociology. The University granted me a fellowship in the
early stages of this research, accepted the thesis for its doctorate
and arranged for its publication in its Economics Series. I must
also express my gratitude to the Ministry of Labour, Government
of India, where 1 was able to study the practical aspects of social
security; to the Labour Bureau, which gave me research facilities,
and to the Employees’ State Insurance Corporation which provided
some valuable suggestions for the text. The approach with
which I have attempted to tackle the problems of social security
makes me indebted to one more organization, namely, the Inter-
national Labour Office. The literature on labour problems published
by this office has provided the basis for the structure I have
tried to build and 1 must gratefully admit that I have drawn
freely from the storehouse of knowledge provided by the I.L.O.

Among the persons who helped in this work, I am deeply
grateful to two in particular: to Professor C. N. Vakil for an ideal
teacher’s kindly advice, constructive criticism and encouragement,
and to Professor B. P. Adarkar for providing me exccllent research
opportunities in the field of social security. It is impossible for
me to express in words how much I owe to both of them. T shall
ever remember with pride and pleasure the happy periods during
which T worked under them.

My friends Pritam Lal and Om Prakash typed the manuscript for
me and also assisted in the last stages of checking, revising and
proof-reading.

I am fully conscious of the imperfections of this book and I
accept full responsibility for what 1 have written, including any
errors or limitations. 1 must emphasize that the views expressed
are my own and the Government of India share absolutely no
responsibility for the facts and opinions expressed by me.

Kennedy House, Simla S.D. P
30 March 1950
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INTRODUCTION

THeE present thesis does not claim to be an exhaustive treatise
on the problems of social insurance. Its object is modest and
practical. It sets out to examine how far international social
security standards, evolved out of the resolutions of the inter-
national conferences and the social security laws of various
countries, can be usefully adapted to the peculiar labour condi-
tions of India. This approach to the problem neccessitates the
study of international social security standards, the existing
provisions of social insurance, assistance and welfare in India,
and the ways and means of improving upon the present conditions
in the light of international standards and experience.

The study of the problem naturally imposes certain limitations.
The minimum standards of social security laid down by the inter-
national labour conferences and the social security legislation
enacted by other countries have been studied with a view to see
the extent to which their provisions can usefully be followed in this
country. The existing provisions of social security, meagre
though they are, have been analyzed to find out how far they
can serve to build social security and to examine the need for
their improvement. The social security laws and plans of the
Central and States’ Governments have also been examined to see
how far they fall short of the internationally approved minimum
standards.

The theoretical side of social security has been excluded as far
as possible. Some of the important aspects such as the definition
of social security, the compulsory nature of insurance, and the
role of the State, have been either omitted altogether or are very
briefly dealt with. International standards laid down by the
international conferences have been more or less taken as axiomatic.

This book is limited to the social insurance field of social security.
Social insurance and social assistance are the two main divisions
of social security.! The efficacy of the social insurance method
has been examined and even the existing provisions of social
assistance have been reviewed with the same object. These two
forms of social security, however, cannot always be demarcated
and history shows that social insurance in its later development
has tended to absorb social assistance.

The importance of social security is being ever-increasingly
realized. Social assistance in the form of poor relief to needy
persons has been in existence, though in a crude form, in most
countries for many centuries. It was in 1883 that Germany, with
a political motive, made sickness insurance compulsory for industrial
workers.  Since then modern social insurance has steadily develop-
ed, ever widening its scope, perfecting the systems of contributions

liLo. Approaches to Social Security (Studies & Reports, Series M,
No. 18), pp. 80-3. '
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and of benefits and systematically organizing autonomous
institutions for the administration of the schemes. Social insurance
as the principal method of affording income security has won
universal acceptance. This method was particularly developed
during the half-century 1885-1935. During the Second World
War, on account of political insecurity, adequate attention could
not be given to the problems of social security, which, however,
naturally regained its importance as one of the most essential
post-war objectives. The Atlantic Charter contemplated ‘the
fullest collaboration between all nations in the economic field
with the object of securing for all improved labour standards,
economic advancement and social security’. The question of
social security principles and problems arising out of the war was
placed on the agenda of the XXVIth Session of the International
Labour Conference, held at Philadelphia in 1944. The reason
given for placing this item on the agenda was ‘the prominence
given to social security as a post-war objective in the Atlantic
Charter and by an increasing number of Members individually’.?

The XXVIth Session of the International Labour Conference
marks an important step in defining the standards of social
security. Social insurance before the Second World War developed
branch by branch.2 The order in which the several branches of
social insurance developed depended in ezch country on the degree
of urgency attributed to each branch and also on the comparative
difficulty of the administrative problems involved.® Generally,
however, the first in the field was a simple employer’s liability law,
i.e., workmen’s compensation, while the last to receive attention
was unemployment insurance. Between the two, insurance against
injury, occupational disease, invalidity, disablement, ill-health,
maternity, old age, burial, widowhood, and orphanhood was
developed. Co-ordination of all these branches into an ‘all-in
insurance ’ covering all citizens and all risks was often thought of
but rarely followed. In 1938, New Zealand created for the first
time, a comprehensive social security system by bringing together
a series of social assistance schemes that provided old age, invalidity
and survivors’ pensions, unemployment benefit and family allow-
ances, adding sickness benefit and all forms of health services.
In 1942, Sir William Beveridge in his monumental Report advocated
improvement of state insurance ‘by means of improving the
present schemes of social insurance in three directions: by exten-
sion of scope to cover persons now excluded, by extension of pur-
poses to cover risks now excluded, and by raising the rates of

! 1L.0., Social Security: Principles and Problems arising out of the War.
Preface to Part 1.

2 The Social Security Act of New Zealand, enacted in 1938, was an
attempt, made even before World War II, for the universal coverage of
risks and population.

S1L0, Approaches to Social Security, p.22.
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benefit’.! These ideas, of universal scope, advocated in New
Zealand and the United Kingdom, for comprehensive cash benefits
and a comprehensive medical care service have captured the
imagination and reason of statesmen and peoples everywhere, and
have found expression in social security plans that have appeared
in a number of countries, such as Australia, Brazil, Canada,
France and the United States.? The International Labour Con-
ference also fell under the influence of this tendency, ‘to bring
together in a single scheme all provisions for assuring maintenance
in case of inability to work or to obtain work and to extend these
provisions to all workers, whether employed or self-employed and
whether urban or rural’.’ The XXVIth Session of the Conference
laid down the above-mentioned principles in two Recommenda-
tions (Nos. 67 and 69), which deal with income security and medical
care. They provide the basis of social security standards and as
such have been utilized in this study both as a rod to measure
the progress and as a guide for the adoption of provisions relating
to social security.

Two recent events have brought the problem of social security
in India to the forefront. The first was the adoption of a compre-
hensive resolution on social security passed by the Preparatory
Asian Regional Labour Conference, held in New Delhi in October-
November 1947; and the second was the cnactment by the
Indian Parliament of the Employees’ State Insurance Act, 1948.
The importance of providing social security has also been recognized
in India’s new Constitution, article 32 of which says, ‘the State
shall, within the limits of its economic capacity and develop-
ment, make effective provision for securing the right to work, to
education and public assistance in case of unemployment, old,
age, sickness, disablement, and other cases of undeserved want’.

Resolution of the Asian Labour Conference. When the XXVIth
Session of the International Labour Conference adopted the
Recommendations relating to income security and medical care,
doubts arose about the enforcement of these standards in indus-
trially backward Asian countries. The same Scssion, therefore,
adopted the following resolution concerning social security in
Asian countries :

‘ Whereas the proposals for the promotion of social security
before the Conference are for the most part inapplicable to
Asiatic countries such as India in their present stage of indus-
trial development ; and

‘ Whereas the Asiatic Member States constitute a large part
of the world with vast populations which should not be excluded
from the benefits of the proposed measures for the promotion

! Sir William Beveridge, Report on Social Insurance and Allied Services,
para. 12.

2 I.L.O., Problems of Social Security, p. 6. See also the First Report of
the I.L.O. to the United Nations, pp. 40-41.
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of social security having regard to the aims and purposes of
the International Labour Organization;

‘The Conference recommends that an Asiatic regional
conference be held at as early a date as possible and that the
question of organization of social security be included in the
agenda of that conference.’

The Asian Regional Labour Conference referred to in the last
paragraph of the above resolution, was held in New Delhi from
27 October to 8 November 1947 and ‘Problems of Social Security’
was the first item on its agenda. After a detailed discussion on
the subject the Conference adopted a resolution containing com-
prehensive proposals concerning income security and medical care.
According to this resolution, the establishment of social security
services, which are an essential condition of building up a genuine
democratic society, has become an urgent task, because of the
extreme poverty, the wide prevalence of disease and epidemics,
the high incidence of infant and maternal mortality, the low expecta-
tion of life, and the misery and destitution caused by unemployment
among the working peoples of most Asian countries. Social
security schemes are in various stages of consideration in some of
the Asian countries and the progress of such schemes should be
accelerated. The risks covered should be sickness, maternity,
invalidity, death of the bread-winner, and employment injury and,
in the case of industrial workers, old age and unemployment under
certain conditions. Income security should be afforded by means
of social insurance and while formulating the social insurance
policy, an integral and long-term plan of social insurance, to be
implemented in stages, should be framed from the outset. How-
ever, as a first step, social insurance schemes in respect ¢f employ-
ment injury, maternity and sickness should be applied in certain
geographical areas or in respect of all regulated labour, as may be
found possible. The resolution further lays down certain provi-
sions relating to benefits in case of employment injury, maternity,
old age and death. As for medical care, the resolution recommends
public medical care service, preventive measures and supervision
by health authorities. An important recommendation of the
resolution is ‘to consider the possibility of organizing crop and
cattle insurance schemes’. The resolution invites the governing
body of the I.L.O. to undertake detailed studies of the social
insurance schemes which have already been implemented or may
be under consideration by the Asian countries; to arrange with
the Food and Agriculture Organization of the United Nations for
effective international consideration of the problems of crop and
cattle insurance; and to instruct the Office to submit to the
next Asian Conference a survey of the action taken on the basis
of this resolution.
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The Employees’ State Insurance Act, 1948.1 The Employees’
State Insurance Act, 1948 is the result ina concrete form of various
reports, drafts, notes, debates, discussions, and inquiries by a
number of experts during the course of the last five years. The
Act, as the beginning of social security measures, has opened a new
chapter in the history of Indian labour legislation. The scheme
envisaged by the Act 1s one of compulsory state insurance, providing
for certain benefits in the event of sickness, maternity and employ-
ment injury to employees employed in or in connecion with work
in factories other than seasonal factories.

The evolution of social insurance may be either risk by risk,
developing each type of institution or law separately, in accordance
with its inherent and, as it were, natural, possibilities, or by the
adoption from the outset of an integral long-term plan of social
insurance to be completed in stages.? The first method, which
is the line of least resistance, has been developed in most European
countries. It is a natural development of accepted principles and
of existing provisions. Employment injury insurance, for example,
was developed out of the principle of employer’s liability and the
provisions of workmen’s compensation. So also, sickness insurance
In some countries arose out of sickness assistance granted by
friendly societies and similar organizations. In India, we have
the Workmen’s Compensation Act, 1923, and the Maternity Benefit
Acts, whose provisions have been extended by the Employees’
State Insurance Act, 1948, in respect of insurance against employ-
ment injury and childbirth.

A survey of the more important national developments, however,
reveals that the goal of comprehensive social security is being
pursued in many countries not only through the amendment of
existing schemes, but also in the planning of new ones® The
social security system created in New Zealand in 1938, Sir William
Beveridge’s Report on Social Insurance and Allied Services (1942),
the Recornmendations on Income Security and Medical Care adopted
by the International Labour Conference at its 1944 Session and
the resolution on social security adopted by the Preparatory
Asian Regional Labour Conference (New Delhi, 1947)—all these
reflect the modern tendency to bring together in a single compre-
hensive scheme all provisions for income security to be made
available to all citizens.

This book is divided into two parts, representing the two
tendencies mentioned above: the first part deals with the inter-
nationally approved social insurance standards and studies them

1 A detailed summary of the provisions of this Act is given in Chapter
VIII.

® LL.O., Problems of Social Security, Chapter V (pp. 52-71).  This
whole chapter states some important ~considerations which arise when
social insurance is being developed either by branches or as a whole.

3 LL.O., Report of the Director-General, 1948 (Report I of the 31st
Session (San Francisco, 1948) of International Labour Conference), p. 69.
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risk by risk. Each risk, or a group of analogous risks, has been
separately studied, analyzing the standards in respect of insurance
against that particular risk or group of risks, and reviewing the
existing provisions in that field. The first chapter in the first
part attempts to define in a precise manner the minimum standards
of social insurance, in light of the conclusions reached at the various
international labour conferences. The subsequent chapters deal
with the various risks covered by social insurance: maternity
protection, workmen’s compensation, sickness insurance, ‘pen-
sions ’ insurance, i.e., insurance against the risks of old age, invali-
dity and death, and unemployment insurance. The last chapter
in the first part covers social security for seafarers. This class of
workers has received special consideration by the International
Labour Organisation, as can be seen from the fact that out of
thirty-two sessions of the International Labour Conference so far
held, six were purely maritime sessions. The subject of social
security for seafarers in its various aspects came up for discussion
in three sessions, in 1920, 1936 and 1946. In India, too, the
necessity of providing social security for Indian seafarers has been
recently realized and the Report on the Scheme of Social Insurance
for Indian Seamen, drafted by Dr Laura Bodmer of the I.L.O.
and B. P. Adarkar, has been published by the Government of India.

The second part of the book is based on the background of the
modern tendency of a comprehensive plan, co-ordinating all
branches of social security. The Employees’ State Insurance Act,
which provides for insurance against three risks, namely, sickness,
childbirth and employment injury, may be considered as the first
important step in the evolution of an all-in social security plan
for Indian workers. This Act, as it is at present, is limited in
its scope and needs wide extensions in various directions, such as,
risks and persons covered and benefits granted. In the later
chapters the various provisions of the Act, its main features, its
effects on existing legislation and standards, possibility of extension,
etc., are studied. The medical, financial and actuanial aspects,
because of their importance, deserve detailed study, and hence
have been studied in separate chapters. In the last chapter of
the book the extensions necessary to' evolve a comprehensive
scheme of social security out of the existing limited provisions of
the Employees’ State Insurance Act are studied, the object being
to examine the factors necessary for its successful enforcement,
to compare the provisions of the Indian Act with those of social
security legislation in foreign countries and then to suggest mea-
sures to improve the social security legislation and conditions in
India. The Act has been recently enacted and India has so far
no satisfactory precedent in this field. The peculiar economic
and social conditions in India may not allow an easy adaptation of
some foreign social security provisions to Indian conditions. A study
of social security on the lines mentioned above may therefore prove
of some use.
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INDIA AND INTERNATIONAL SOCIAL
INSURANCE STANDARDS






CHAPTER 1

MINIMUM STANDARDS
OF SOCIAL INSURANCE

SOCIAL SECURITY AND SoCIAL INSURANCE

SOCIAL security is a very wide term and it seems that so far
adequate attention has not been given to have a standard uni-
form definition of the term. Both the term ‘social security’
and its concept are comparatively new and, it was only in 1935
that the term was authoritatively used for the first time when
the United States Social Security Act was enacted. The Inter-
national Labour Conference realized the necessity of ‘an inter-
national nomenclature of social security terms in order to avoid
misinterpretation due to differences in the terminology employed
in various countries’. Accordingly the 26th session of the Con-
ference, held in Philadelphia in 1944, passed a resolution request-
ing ‘the International Labour Office to prepare, in consultation
with experts on social security, on sociology, and on economic
and legal questions, a list containing definitions of terms occurring
in International Conventions and Recommendations on socia’
security, with a view to arriving at international agreement’.
No such list has been available so far. Its absence, however,
does not greatly handicap a study of the subject, partly because
a number of working definitions are available. The I. L. O.,
for example, defines social security as ‘the security that society
furnishes, through appropriate organization, against certain
risks to which its members are exposed’. Lord Beveridge
thinks social security is an attack on five ‘giants'—Want,
Disease, Ignorance, Squalor, and Idleness.! Social insurance as
a part of social security aims at providing income security;
it is an attack on Want. It is considered to be the most rational
and most effective means of affording to the worker the social
security to which he is entitled. The International Labour Con-
ference in its 26th Session adopted a Recommendation, according
to which ‘income security schemes should relieve want and
prevent destitution by restoring, up to a reasonable level, income
which is lost by reason of inability to work (including old age),
or to obtain remunerative work, or by reason of the death of the
breadwinner’. The Recommendation further says that income
security, which is an essential element in social security, should
be organized as far as possible on the basis of compulsory social
insurance and where it is not possible, the needs should be
covered by social risks. The following contingencies, or risks,
or industrial hazards, are covered by social insurance schemes
supported or subsidized by the State: employment injury’

1 Report on Social Insurance and Allied Services, para. 8,
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industrial disease, invalidity or disablement, ill health or sickness,
maternity or childbirth, old age, burial, widowhood, orphanhood
and unemployment.? These are the occasions, where the worker
is unable to work or to obtain work, or where after his death he
leaves a dependent family. They involve in all cases loss of
earnings, raising thereby the problem of income security. Social
insurance primarily deals with the problem of providing
income security.

Social insurance is a fairly modern concept, though in some
of its crude forms it might be seen in the craft guilds and
the friendly societies, which attempted to meet the common risks
of life by mutual action. This mutual insurance was voluntary
and was restricted mainly to the highest paid workmen in the
best organized trades. The mutual insurance schemes did not
prove a success mainly because of lack of actuarial knowledge
and the inadequate reserves. The underlying principle of in-
surance, however, was developed at the hands of the friendly
societies, guilds and mutual companies; this principle is the
same as that of banking, coupled with a mechanism for the dis-
tribution among many of the losses suffered by a few.

This principle of mutual insurance assumed the modern
systematized form, when nearly sixty-five years ago Germany
introduced a compulsory sickness insurance scheme. The
element of compulsion has since then been accepted, mainly be-
cause compulsory insurance has a wider scope and is financially
more sound than voluntary insurance. It is now universally
agreed that the modern state has the right to make insurance
compulsory and ought to do so in the public interest.2 Other
measures against insecurity, such as individual thrift, public
relief and voluntary social insurance have been found inadequate
for various reasons.®

During the last sixty-five years, compulsory social insurance,
as a method affording protection of working people against the
economic risks arising out of industrial hazards, has deve-
loped to a considerable extent. This development may be seen
in the Conventions and Recommendations adopted by the
International Labour Conference, resolutions passed by the vari-
ous international committees and conferences, and the various
national laws on this subject. It may be mentioned here that
the decisions of the International Labour Conference and the social
security laws in various countries have mutually influenced each
other; both base themselves upon certain minimum social security
standards and both aim to achieve certain definite social objects.
A brief study of the Conventions and Recommendations of the

1 Union of South Africa, Report of Departmental Committee on National
Health Insurance, (1936), para. 8.

2 LL.O., International Labour Organisation and Social Insurance, p, 4.
% ibid, pp. 1-5.
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International Labour Organisation, of the various resolutions of
the international committees and conferences and of the social
security legislation in different countries is essential for the pur-
pose of defining the minimum social security standards and to
examine their application or adaptation to Indian conditions.

The Preamble to the Constitution of the International Labour
Organisation drafted in 1919 included a reference to the protection
of the worker against sickness, disease and injury arising out of
his employment, and provision for old age and injury. In 1944
the 26th Session of the International Labour Conference, while
declaring the aims and purposes of the International Labour
Organisation, recognized its ‘solemn obligation’ to further among
the nations of the world, programmes which will achieve, inter
alia, ‘the extension of social security measures to provide a
basic income to all in need of such protection and comprehensive
medical care’. The part played by the International Labour
Organisation in this field during the last thirty years is indeed
great and has been universally appreciated. To quote from its
own Recommendations, it has promoted the development of
social security:

By the adoption by the International Labour Conference
of Conventions and Recommendations relating to workmen’s
compensation for accidents and occupational diseases, sick-
ness insurance, provision for maternity, old age, invalidity,
and widows’ and orphans’ pensions, and provision for un-
employment.

By the communication to the Members of the Organisation
by the Governing Body of the conclusions of meetings of experts
relating to public health and health insurance in periods of
economic depression, the economical administration of medical
and pharmaceutical benefits under sickness insurance, and
guiding principles for curative and preventive action by invali-
dity, old age and widows’ and orphans’ insurance.

By the adoption by the First and Second Labour Conferences
of American States of the resolutions consisting the Inter-
American Social Insurance Code, by the participation of a dele-
gation of the Governing Body in the First Inter-American Con-
ference on Social Security which adopted the Declaration of
Santiago de Chile, and by the approval by the Governing Body
of the Statute of the Inter-American Conference on Social Secu-
rity established as permanent agency of co-operation between
social security administrations and institutions acting in concert
with the International Labour Office.

By the participation of the International Labour Office in
an advisory capacity in the framing of social insurance schemes
in a number of countries and by other measures.?

! From the Preambles to the Income Security and Medical Care Recom-
mendations adopted by the International Labour Conference in 1944.
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India has been directly benefited by the social security
work of the I.L.O. 1In 1944, at the invitation of the
Government of India, the I.L.O. sent here two of its experts,
Mr Maurice Stack, Chief of the Social Security Section, and
Mr Raghunath Rao, Chief of the Asiatic Section, to examine the
Adarkar Scheme of health insurance for Indian industrial workers,
and suggest modifications. In 1945, another social security expert,
from the I.L.O., Dr Laura Bodmer, came to India to assist
B. P. Adarkar in drafting a scheme of social insurance for Indian
seamen. In 1947, the Asian Labour Conference, held in India,
under the auspices of the I.L.O., passed a comprehensive resolution
on social security.

The work done by the International Labour Organisation,
particularly in the field of social security, may, therefore, be studied
under different heads, as follows :!

1. Conventions and Recommendations adopted by the
various sessions of the International Labour Conference.

2. Standards of social policy arising out of the conclusions
arrived at at various meetings of experts on social security
and allied problems.

3. Resolutions embodying social security policy adopted
by various inter-state conferences held under the auspices
of the International Labour Organisation.

4. Influence on social security legislation of various countries.

The work of the I.L.O. relating to social insurance and allied pro-
blems is looked after by its Social Insurance Section. The Section
collects and keeps up-to-date international material on social insu-
rance and distributes the information to interested parties. The
International Labour Office also publishes monographs and peri-
odical publications on various aspects of labour. One series
(Series M) in the Studies and Reports is wholly devoted to social
insurance and so far it has published nineteen volumes.

]. CONVENTIONS AND RECOMMENDATIONS ADOPTED
BY THE INTERNATIONAL LABOUR CONFERENCE

Article 19 of the Constitution of the International Labour
Organisation (as amended by the Constitution of the International
Labour Organisation Instrument of Amendment, 1946) lays down
the procedure to be adopted in case of the Conventions and Re-
commendations of the International Labour Conference.

This procedure makes a difference between a Convention and
Recommendation. Conventions are designed as obligation-creating

1 A detailed account of this work may be found in the publications of
the I.L O. itself. The International Labour Code, 1939, (Montreal, 1941)
arranges in a systematic manner the Conventions and Recommendations
adopted by the International Labour Conference during 1919 to 1939 and
also gives the various resolutions, conclusions, etc., embodying other stan-
dards of social policy. Another valuable I.L.O. publication is the Inter-
national Labour Organisation and Social Insurance, (Geneva, 1936).
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instruments, whereas Recommendations are exclusively standard-
defining instruments.! The obligations created by the Conven-
tions, however, could be evaded simply by not ratifying the
Conventions.?  However, the procedure laid down by the I.L.O.
Constitution makes a member-state submit a draft Convention
or Recommendation to Legislature, thereby focusing the attention
of the public on the proposals embodied in the I.L.O. regulations.
So also once a Convention is ratified, a member-state must see that
the provisions of the Convention are incorporated in its legislation
and are enforced by its administration.

The International Labour Conference in the course of its 32
sessions held since 1919 has adopted in all 98 Conventions and
87 Recommendations. As many as 23 of these 98 Conventions
and 19 of the 87 Recommendations relate to social security. The
Conventions lay down certain minimum social standards and hence
their ratifications, along with the measures adopted to apply their
provisions, mark a definite advance in the field of social progress.?
India has travelled too slowly on this path; so far she has ratified
only 17 Conventions of which two relate to social security.* This
achievement compares unfavourably with some other countries
of ‘industrial importance’ as can be seen from the following table:

Countries (recognized Total number of Number of Social
as industnally im- Conventions Security Conven-
portant by the I.LL O ) ratified tions ratified
Belgium 32 9
Canada 11 1
China 13 2
France 33 12
Great Britain 28 13
India 17 2
Netherlands 23 7
United States 5 1

1 International Labour Code, Preface, p. xi1.

2 Recently, however, the obligation on member-states to submit reports
has been extended also to Conventions that have not been ratified. Mem-
ber-states are now required to explain the reasons for not being able to
ratify a Convention

3 L. N. Birla, however, observes : ‘There are countries which have not
ratified as many conventions as ourselves and yet maintain a higher standard
of living for workers as compared to ourselves. Therefore, it does not neces-
sarily mean that only the countries which have ratified these conventions
have higher standards for their workers.’—Pilla1 & Birla, India and the
I.L 0., p. 28. Most of the provisions laid down in the I.L O. regulations
are on a higher level than that of similar provisions in India and hence their
adoption will certainly mark some progress. Besides, the Constitution of
the I.L.O. clearly lays down that ‘in no case shall any Member be asked or
required, as a result of the adoption of any Recommendation or draft Con-
vention by the Conference to lessen the protection afforded by its existing
legislation to the workers concerned’ (Article 19 (11)).

¢ These two Conventions are: (1) No. 18, Workmen’s Compensation
(Occupational Diseases) Convention, 1925; and (if) No. 19, Equality of
Treatment (Accident Compensation) Couvention, 1925. Both these Con-
ventions are of minor importance.
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The main reason advanced for non-ratification by India of
various I.L.O. Conventions is that conditions are not sufficiently
ripe for adopting the provisions proposed by the Conventions.
While discussing the social security principles and problems (fourth
item on the agenda of the 26th Session of the International Labour
Conference, 1944), the Indian Government Delegate indicated
‘the impossibility in present circumstances of extending the prin-
ciples to all workers and their families particularly those employed
in agriculture’. In fact, this line of reasoning resulted in affecting
the Conference in two ways : firstly, the Preamble of the Income
Security Recommendation (No. 67) was amended to the effect that
the general guiding principles should be applied progressively;
and secondly, the Conference adopted a Resolution in favour of
holding an Asian Regional Conference, on the agenda of which
the question of the organization of social security was proposed
to be included, mainly because ‘the proposals for the promotion of
social security before the Conference are for the most part in-
applicable to Asiatic countries such as India in their present stage
of industrial development’.l

The list of 23 Conventions and 19 Recommendations given at
the end of this chapter reveals some interesting features. The
following statement classifies these Conventions and Recommen-
dations according to risks covered :

Risk d Number of o
isks covere Conventions ecomme
tions
1. Maternity 1 1
Workmen’s compensation:
for accidents 3 3
for occupational diseases 2 1
3. Sickness 2 ‘1
4. Old age, invalidity and death 1 1
5. Unemployment 3 3
6. Risks pertaining to seafarers 5 3
7. General 6
Total 23 19

1 One more reason advanced for non-ratification of Conventions is the
rule that a Convention must be ratified without reservation, 1.e., it must
be accepted as a whole or not at all. Cf. in this respect the Indian Labour
Member’s speech at the opening of the Seventh Tripartite Labour Con-
ference, 26th November 19456. The International Labour Conference,
however, takes into consideration the economic, social and geographical
conditions of its member-states, while adopting a draft Convention, and
provides exceptions to a particular country, if necessary (I.L.O. Constitution,
Article 19(3) ).
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Though a majority of these regulations are meant to cover the
persons employed in industrial and commercial undertakings,
some classes, such as the agricultural workers and seafarers, have
received special attention. The problems of social insurance
seem to have attracted the attention of the Conference during
certain years (as 1925, 1927, 1933, 1936, 1944, and 1946), perhaps
to prove the statement that the history of social insurance develops
in great waves, followed by stages of comparative quiet.
Another important feature is that the chronological order in which
the Conventions and Recommendations were adopted by the
International Labour Conference also broadly indicates the order
in which the various branches of social insurance are developed.
This order is generally as follows: Maternity Protection; Work-
men’s Compensation; Sickness Insurance; Pension Insurance;
Unemployment Insurance ; and Co-ordination and Unification of
these various branches.

Tendency towards Co-ordination and Unification. The various
social security Conventions and Recommendations adopted by
the International Labour Conference clearly mark two definite
tendencies and also fall into two distinct periods. To quote
from a recent publication of the I.LL.O.: ‘During the period from
1919 to 1939 the Organisation evolved a set of basic international
standards concerning social insurance, published a comprehensive
series of documentary studies and monographs on social insurance
legislation and problems, played a leading role in establishing
direct contact between social insurance administrators in different
countries, progressively established a reputation as an international
centre where Government could secure technical advice concerning
the introduction and improvement of social insurance schemes,
and devoted increasing attention to the practical problems of
social insurance administration. Since 1939 the emphasis has
shifted towards a broader conception of social security. The
I.L.O. has played an important role in fostering the development
of this broader conception to which authoritative expression was
given in the Philadelphia Recommendations of 1944, which now
form the foundation of the work of the Organisation in this field.’t
These two Recommendations of 1944, as the I.L.O. publication
further says, differ from the international regulations on social
insurance adopted at pre-war sessions of the Conference in that
they are based, not only on the existing legislation of member-
states, but also on the new plans of social security produced by
a number of Governments during the war in response to the
demands of their peoples.

(a) Income Security Recommendation, 1944. This Recommen-
dation adopted by the International Labour Conference gives
expression to the present-day tendency in social insurance plan-

1 1.L.0., First Report of the International Labour Organisation to the
United Nations, Vol. I, p. 31.
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ning, namely, that the various schemes of income security should
be unified and co-ordinated under a single scheme.? The Recom-
mendation is the result of the desire ‘to take further steps towards
the attainment of income security by the unification or co-ordina-
tion of social insurance schemes, the extension of such schemes
to all workers and their families, including rural populations and
the self-employed, and the elimination of inequitable anomalies’.
It, therefore, recommends the progressive application of thirty
general guiding principles, laid down in the Recommendation,
and also gives a number of suggestions for their useful application.
Income security, the Recommendation says, should be organized
normally on the basis of compulsory social insurance; however,
provision for needs not covered by such insurance should be made
by social assistance. The range of contingencies to be covered
by compulsory social insurance should embrace all contingencies in
which a person, ordinarily at work, finds himself unable to work or
to obtain work, or dies leaving a dependent family. These contin-
gencies can be classified as sickness, maternity, invalidity, old age,
death of breadwinner, unemployment, emergency expenses, and
employment injuries. Employed persons should be insured
against the whole range of these contingencies, while self-employed
persons should be insured against the contingencies of invalidity,
old age and death, and if possible, against sickness and maternity.
Benefits should replace lost earnings, with due regard to family
responsibilities, and should be related to the previous earnings of
the insured person on the basis he has contributed. The right
to benefits other than compensation for employment injuries
should be subject to contribution conditions. The cost of bene-
fits and of administration should be distributed amongst insured
persons, employers and taxpayers. Lastly, the administration
of social insurance should be unified or co-ordinated within a
general system of social security services and contributors should
be represented on the bodies administering these services

(b) Medical Care Recommendation, 1944.2 This Recommen-
dation, relating to medical care services, advises the provision of
national programmes of medical care for the entire population
either through social insurances and supplementary social assist-
ance or through a public medical care service. Like the Income
Security Recommendation, this Recommendation is also the
result of the desire to improve and unify medical care services
and to extend them to all workers and their families, including
rural population and the self-employed. A medical care service,
the Recommendation says, should aim at restoration of health,
curation of illness and prevention of diseases. Medical care should

! For a brief but excellent summary of the provisions contained in this
Recommendation, see I.L.O., First Report of the I.L.O. to the United
Nations, Vol. I, pp. 42-3.

% For a summary of the provisions contained in the Recommendation,
see 1.L.O., First Report of the I.L.O. to the United Nations, Vol. I, pp. 43-5.
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be provided either through a social insurance medical care service
with supplementary provision by way of social assistance, or
through a public medical care service. Where it is provided
through social insurance service, it should cover the insured con-
tributor and his dependents. It should, however, aim to enable
all members of the community to have the right to care as insured
persons. All adult members of the community should be required
to pay insurance contributions, if their income is not below the
subsistence level. Other adults should also be entitled to care as
insured persons, the contribution on their behalf being paid by the
competent authority. Where medical care is provided through
a public medical care service, the provision of care should not
depend on any qualifying conditions, such as payment of taxes
or compliance with a means test. Complete preventive and
curative care should be constantly available, rationally organized,
and, so far as possible, co-ordinated with general health services.
The medical care should comprise both general-practitioner and
specialist out- and in-patient care, including domiciliary visiting,
dental care, nursing care at home or in hospital or other medical
institutions, the care given by qualified midwives and other
maternity services at home or in hospital, maintenance in hos-
pitals, convalescent homes, sanatoria, or other medical institu-
tions; and so far as possible, the requisite dental, pharmaceutical
and other medical or surgical supplies, including artificial limbs.
The medical care service should aim at providing the highest
possible standard of medical care and this optimum of medical
care should be made readily available through an organization
that ensures the greatest possible economy and cfficiency by the
pooling of knowledge, staff, equipment and other resources, and
by close contact and collaboration among all participating
members of the medical and allied professions and agencies. Sub-
ject to certain conditions, the beneficiary should have the right
to make an initial choice, among the general practitioners at the
disposal of the service. The cost of public medical care service
should be met out of public funds; but where the care is organ-
ized under the social insurance service, the cost should be
distributed between contributors, employers and taxpayers.
Lastly, the Recommendation lays down that all medical care
and general health service should be centrally supervised and
should be administered by health areas, and the beneficiaries of the
medical care service, as well as the medical and allied professions
concerned, should have a voice in the administration of the service.

(c) Co-ordination and Unification. Both the Income Security
and Medical Care Recommendations emphasize the desirability
of co-ordination and unification, which have the advantage
of better and more economical administration, greater
democratization and simplification in most other matters such
as contributions, benefits and medical care. The Indian
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Employees’ State Insurance Act, 1948, groups together the three
risks—sickness, maternity and employment injury—because
common medical care service can serve an insurance system,
covering all these three risks. Whether further unification to the
extent envisaged by the Income Security and Medical Care Re-
commendations is possible in India under the present conditions,
i$ a problem to be studied and it is examined later in this
book. The idea of unification may still have a wider scope when
the possibility of a comprehensive Indian Labour Code, based
upon the Conventions and Recommendations of the International
Labour Conference, is considered.? Such a Code may replace
most of the labour laws at present in existence in India.

2. I.L.O. MEETINGS OF EXPERTS ON SOCIAL SECURITY
PROBLEMS

The Conventions and Recommendations adopted by the Inter-
national Labour Conference form an important instrument in the
formulation of international standards of social policy. However,
to meet its practical requirements the International Labour
Organisation had to adopt some other methods also. One of
these methods is the consideration of questions of social policy
by special conferences and by standing or ad hoc expert com-
mittees.2? The I.L.O. has also set up an international advisory
committee of experts, who might be consulted by the Social In-
surance Section of the International Labour Office, whenever
necessary.® A brief study of the relevant conclusions arrived at
at the meetings of these experts may prove useful in defining the
social security standards.

The International Labour Code gives the texts of resolutions
or conclusions adopted by five experts’ meetings.* These relate to :

(a) Public Health and Health Insurance in Periods of Economic
Depression, (adopted by the Joint Committee on Public Health and
Health Insurance at its second sessionin Geneva from 5-6 May 1944).
The Committee laid down the limits of reducing the expenditure on
public health and health insurance in times of depression. All
measures taken on account of the depression should be applied in

1 Venezuela drafted such a Code in 1938. Some other countries such as
the U.S.S.R. and Chile have also Labour Codes, though they are not based on
the I.L.O. regulations.

® The discussions at such conferences and committees have frequently
resulted in the formulation of international standards of social policy.
The International Labour Code has collected them in Appendix II.
For ‘Standards of Social Insurance’, see pp. 641-81 of the Code.

3 For the composition and functions of this Committee and the work
done by 1t till 1934, see I.L.O. and Social Insurance, pp. 8-10.

4 In May-June 1948, social security experts of 22 countries belonging
to the I.L.O. Correspondence Committee on Social Insurance metin Montreal
to study ways of achieving a more effective international treatment of social
security problems.
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such a manner as not to stand in the way of future reconstruction.
It is not, therefore, desirable to spend less on preventive measures,
on benefits in kind and even on cash benefits, when they are barely
sufficient to meet the essential needs of sick workers. Insured
systems may, however, be relieved of the necessity of providing
certain benefits when insured persons can obtain them from a
generally accessible public service. The existence of a number
of different public and private services is often a cause of waste
and dispersal of effort. Proper organization and administration
of these services may lead to better economy and this should
meet the following points: judicious economy as regards prescrip-
tions; a satisfactory distribution of establishments and services;
in building and equipping medical centres, most efficient service
at the smallest cost; joint medical administration, especially
by the centralization of purchases; close collaboration between
medical institutions; supervision of the admission of patients;
etc.

(b) The Economical Administration of Medical and Phar-
maceutical Benefits under Sickness Insurance Schemes,® (adopted
by the Meeting of Experts in Geneva from 9-11 July 1934). While
administering medical and pharmaceutical benefits under the
sickness insurance scheme, it is necessary to see that they are
adequate both in quality and quantity; at the same time it is
important to secure 2 maximum of efficiency at a minimum -of
cost. Experience in this respect shows that the ideals of efficacy
and economy are by no means inconsistent. In the first instance,
emphasis should be laid on the importance of systematic pre-
vention, which may, by itself, occasion economies in all direc-
tions. In the interest both of medical practitioners and of
insurance institutions, each national scheme should adopt guiding
principles or recommendations relating to economical prescribing.
The guiding principles should serve to prevent excessive or need-
lessly expensive prescribing by formulating rules which experience
has shown to be calculated to prevent any increase in the
cost of medicines not justified by an increase in therapeutic
effect. The general rules laid down for this purpose include:
(i) prescriptions should not be issued unless necessary; (ii) all
necessary medicines should be prescribed; (iii) medicines which
are necessary in the particular case should be prescribed with a
view to securing a maximum of efficacy and economy; the prac-
titioner may well use commonly accepted standard formulae, if
they are suitable in the particular case; and (iv) before ordering
a further supply of medicines, the practitioner should satisfy
himself that a further prescription is necessary and that the con-

sumption of the previous supply has proceeded at the rate indica-
ted by him.

1 For a detailed study, see 1.L.O., Economical Administration of Health
Insuvance Benefits, (Studies and Reports, Series M, No. 15, Geneva, 1938),
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(c) Guiding Principles for Curative and Preventive Action by
I'myalidity, Old-Age, and Widows’ and Orphans’ Insurance,(Meeting
of Experts in Geneva from 12-15 October 1932). The Pension
Insurance should take measures to provide sick persons with
appropriate medical assistance with a view to the recovery of
health, the diminution of suffering and the prevention of aggra-
vation. The benefits of assistance should be extended to an
insured person, a pensioner and the wife or husband and young
children of the insured person and insurance pensioner. An
efficacious system of assistance requires a medical service so
organized as to place at the disposal of its beneficiaries every
means of detecting and treating diseases in their earliest stages.
Assistance should comprise in particular of the following elements:
(i) treatment in the consulting room or in the patient’s home by a
general practitioner, and the service of specialists; (ii) the supply
of drugs and prosthesis; (iii) treatment and attendance in a
hospital or other curative institution; and (iv) home attendance
by trained nurses. The treatment should be adequate, appro-
priate and economical. The other aspect of curative and preven-
tive action by pension insurance is the participation of insurance
schemes in the compaign against social diseases. The elements
of compaign against social diseases are ascertainment and diagnosis
of the diseases; curative treatment comprising general and
specialist medical treatment and attendance and the supply of
drugs and prosthesis; and prevention.

(d) The Evaluation of Permanent Incapacity under Workmen's
Compensation and Invalidity Insurance Schemes,® (Meeting of
Experts in Geneva from 16-20 November 1936). There are three
conceptions of incapacity: physical invalidity, occupational
incapacity and general incapacity for work. The severity of the
damage done to the physique of a person can hardly afford by
itself a basis for the evaluation of incapacity and hence forms but
one of the factors to be taken into account in the eyaluation.
The basis is generally the loss or reduction of earning capacity.
The question is whether such loss or reduction should be assessed
with reference to the previous occupation (occupational incapa-
city) or to possible earning capacity in the labour market it may
have after rehabilitation. In both cases, however, it is necessary
to ascertain the part played in the evaluation by the state of the
labour market. The different methods of evaluating incapacity
almost all lead to the expression of the economic loss as a per-
centage of incapacity obtained by comparing wages after disable-
ment with wages beforehand. In order to facilitate the task of
the authorities responsible for evaluation, recourse has often
been had, for workmen’s compensation practice, to schedules,

1 For a detailed study, see L.L.O., The Euvaluation of Permanent
Incapacity for Work in Social Insurance, (Studies and Reports Series M, No.
14, Geneva, 1937).
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which exhibit varying degrees of comprehensiveness and refine-
ment.

(e) Investment of the Funds of Social Insurance Institutions,!
(Meeting of Experts in Geneva, from 5-9 December 1938). The
constitution and management of insurance holding should be the
subject of statutory regulations, which should provide for reserves.
The regulations should determine the general conditions which
should apply to investments, namely, safety, i.e., security of the
value of investments, yield, i.e., optimum yield by way of interest
on capital invested, and liquidity, i.e., the invested amount should
be capable of easy realization. In choosing between securities,
which satisfy these three basic conditions, consideration should be
given to the measure of social or economic utility which they
provide.

For a successful planning of social insurance schemes, these
conclusions adopted by the Experts’ Meetings are of considerable
practical importance, because they are the results of careful and
expert consideration of questions of social policy. They often

serve as the guiding principles in the same way as the Conventions
and Recommendations do.

3. SOCIAL STANDARDS ADOPTED BY THE VARIOUS
INTER-STATE CONFERENCES

Article 19(3) of the Constitution of the International Labour
Organisation recommends that in framing any Recommendation
or draft Convention of general application the Conference should
have due regard to those countries in which climatic conditions,
the imperfect development of industrial organization or other
special circumstances make the industrial conditions substantially
different, and should suggest the modifications, if any, which it
considers may be required to meet the case of such countries.
Experience has proved that the best and the most effective method
of achieving this purpose is to hold regional labour conferences and
to discuss the urgent problems of cocial and economic policy of
countries represented therein. The I.L.O. had also taken note
of a strong tendency at present prevalent in all parts of the world
to emphasize the potentialities of regional action as a means of
dealing more intensively than is possible on a broader basis with
international problems, and especially with problems of social
and economic development.?

Inter-American Social Insurance Code. The most successful
experiments in regional action so far made by the I.L.0. have
been the holding of four Labour Conferences of American States
in Santiago de Chile in 1936, in Havana in 1939, in Mexico in

1 For a detailed study, see L.L.O., The Investment of the Funds of Social
Insurance Institutions, 1939. See also Chapter X.

LL.O., Future Policy, Programme and Status of the I.L.O. (Report I—
First item on the Agenda of the 26th Session of the International Labour
Conference, 1944), p- 79,



16 SOCIAL INSURANCE FOR INDUSTRIAL WORKERS

1946 and in Montevideo in 1949 and of the Asian Regional Labour
Conference in New Delhi in October-November 1947. The first
two American Labour Conferences had ‘Social Insurance’ as one
of the items on their agenda and out of their deliberations grew
the Inter-American Conference of Social Security, designed as a
permanent agency of co-operation to act in concert with the I.L.O.
The first two American Labour Conferences adopted resolutions
upon the fundamental principles, the aims and functions of social
insurance. These resolutions, arranged in a consolidated text,
may form, what may be called the Inter-American Social Insur-
ance Code.?

The first two Labour Conferences of the American States con-
sidering compulsory insurance as at once the most rational and
most effective means of affording to the workers social security to
which they are entitled, adopted certain fundamental principles
which appeared likely to facilitate the establishment of fair and
suitable systems of social insurance. The Inter-American Social
Insurance Code, which embodies these principles, begins with the
general purposes of social insurance. According to this Code,
social legislation of every country should provide one or more
schemes of compulsory social insurance covering the risks of
industrial accidents and occupational diseases, sickness, maternity,
old age, invalidity, premature death and involuntary unemploy-
ment. Social insurance schemes should aim at (i) prevention
of such contingencies as sickness, invalidity and industrial acci-
dents; (ii) restoration of the working capacity lost or reduced by
these contingencies; and (iii) compensation in case of cessation
or interruption of gainful activity. A co-ordinated system of
benefits in kind should make available to insured persons and their
families the resources of modern medicine, and for this purpose
the insurance system must grant the following benefits: general
medical care; supply of medicines and curative appliances;
necessary surgical operations and services of specialistd; assistance
at confinement; dental treatment; and necessary facilities for
treatment in hospitals and curative establishments. Insurance
schemes must also, in the interests of the group which they serve,
share in the compaign against diseases, in general preventive
measures and in the improvement of the housing conditions of the
insured population. The Code then lays down certain guiding
principles for workmen’s compensation (for accidents and occu-
pational diseases), for sickness and maternity insurance and for
invalidity, old age and windows’ and orphans’ insurance.

Y See Imternational Labour Code pp- 826-42. The Code has arranged
all of the Santiago and Havana resolutions on social insurance into a con-
solidated, single text under the title ‘Inter-American Social Insurance
Code’. A resolution adopted by the Second Labour Conference, also
includes some provisions about maternity protection (I.L. Code, pp. 820-1).
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The first Inter-American Conference! on social security, held
in Santiago de Chile from 10-16 September 1942, under the auspices
of the ‘Inter-American Committee to Promote Social Security’,
declared,

Each country must create, conserve and build up the in-
tellectual, moral and physical vigour of its active generation,
prepare the way for its future generations and support the
generation that has been discharged from productive life. This
is social security: a genuine and rational economy of human
resources and values.

Social insurance, as an expression of social security, is called
upon:

(@) To organize the prevention of risks, the occurrence of
which deprives the worker of his earning capacity and
means of subsistence.

(b) To restore as quickly as possible, the earning capacity
lost or reduced by reason of sickness or accident.

(c) To supply the means of subsistence in case of cessation
or interruption of gainful activity as the result of sickness
or accident, temporary or permanent disability, unem-
ployment, old age, and premature death of the bread-
winner.

The Second Session of the Inter-American Social Security
Conference was held at Rio de Janeiro in November 1947, when
technical problems regarding insurance against occupational
risks, unemployment insurance and standardization of morbidity
statistics and medical care statistics were discussed.

Soctal Security in Asian Countries. The American Labovr and
Social Security Conferences, with the success that they have
achieved, may well prove to be a model to be copied by countries
similarly situated. In respect of social and economic development
the Asian countries are similar in many respects to the Latin
American countries. Both the groups are confronted with the
same problems, which include inflation, and the lack of equilibrium
between wages and prices; immigration and international
migration; industrialisation; work of women and children;
social insurance; application of international labour Conventions;
and the activities of the I.L.O. in the countries participating in the
regional conferences.? The I.L.O., therefore, rightly realized
that the next group of countries, where a regional conference
should and could be held, with a view to give effect to the con-
sideration of the specific problems of that region was the region of
the Asian countries. Accordingly regional conferences under the
auspices of the I.L.O. were held in October-November 1947 in
New Delhi (for South-East Asian countries) and in Istambul (for

1 Imternational Labour Review, November 1942, pp. 611-12.

These were some of the topics discussed by the American Conference,
Most of them came up also before the Asian Labour Conference (1947).
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the Near and Middle East countries). Problems of social security
was the first item on the agenda of the Asian Regional Labour
Conference, which adopted a comprehensive resolution covering the
proposals regarding income security and medical care.
International Social Security Association. The International
Social Security Association, which is mainly a European body, has
been set up to co-ordinate internationally, and intensify, efforts
to protect, develop and improve social security. The Association,
in its Eighth General Meeting held at Geneva from 4 to 9 October
1947, adopted two resolutions on income security and medical
care services.! These resolutions, which generally follow the
principles laid down in the Recommendations (Nos. 67 and 69),
adopted by the International Labour Conference on the same sub-
jects, reveal the ‘tendencies to make social insurance schemes
comprehensive in their scope and to unify and consolidate them’.

4. SOCIAL SECURITY LEGISLATION

As has been observed earlier, the decisions of the International
Labour Conference and the social security laws and plansin various
countries have mutually influenced each other. The provisions
embodied in the I.L.O. Conventions and Recommendations, ratified
or accepted by any country, were generally incorporated in some
form in the national laws of that country. On the other hand, the
I.L. O. Recommendations on Income Security and Medical Care
have been based on the principles embodied in the social security
Acts of New Zealand and Australia and also on the social security
plans of a number of Governments, like those of Great Britain,
Canada and the United States.®. The I.L.O. regulations, as well
as these plans and laws on social security, embody common stan-
dards and reveal a common tendency of evolution from social
insurance to social security. Though the methods may differ,
the aim is common, namely, to provide income security to persons
who are unable to work or to obtain work.

All the above-mentioned Conventions, Recommendatjons, regu-
lations, resolutions and conclusions reached on social security
by the various organizations and conferences reveal the main
tendency of co-ordination and unification of social security
services. The comprehensive plan of social security achieved by
the co-ordination and unification of the several branches of social
insurance and social assistance may have to undergo certain modi-
fications and alterations in the light of social and economic

! For details of this meeting and texts of the two resolutions see Inter-
national Labour Review, March 1948, pp. 205-17; see also International
Social Security Association, Eighth General Meeting (Geneva, 4 to 9 October
1947): Proceedings, Reports and Resolutions, Constitution and Standing
Orders (Montreal, 1948)

21L0. Social Security: Principles and Problems arising out of the War,

Part I, pp. 1-3; and 1.L.O., First Report of the I.L.O. tothe United Nations,
Vol. 1, p. 41.
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conditions of a particular country which desires to adopt the
international social security standards for this purpose. The
acceptance of a comprehencsive plan of social security, based on
international standards and national experience, necessarily
involves a detailed study of the various components of social
insurance, which itself is a part of social security. Such a study
has been attempted later in this book.
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. CHAPTER II
MATERNITY PROTECTION

MINIMUM SOCIAL STANDARDS

THE International Labour Conference regulations! concerning
the problems of maternity protection are: (i) The Childbirth
Convention, 1919 (Convention No. 3); (ii) The Childbirth (Agri-
cqlture) Recommendation, 1921 (Recommendation No. 12);
(iii) Articles 10 and 24(3) of the Income Security Recommenda-
tion, 1944 (Recommendation No. 67) ; and (iv) Article 31 of the
Recommendation concerning Minimum Standards of Social Policy
in Dependent Territories, 1944 (Recommendation No. 70).

Childbirth Convention, 19r9. The Childbirth Convention,
adopted by the International Labour Conference in 1919, provides
for maternity leave and maternity benefits before and after child-
birth for women employed in industrial and commercial under-
takings. The Convention applies to every woman, irrespective of
age or nationality, whether married or unmarried or whether her
child is illegitimate or legitimate, employed in any public or
private industrial or commercial undertaking or in any branch
thereof, other than an undertaking in which only members of the
same family are employed. Such a woman worker has the right
to leave her employment on production of a medical certificate
stating that her confinement will probably take place within six
weeks; further her re-employment during the six weeks following
her confinement has been forbidden. The total period of maternity
leave is thus 12 weeks—optional for six weeks before childbirth
and compulsory for six weeks after childbirth. During her absence
on maternity leave, the woman worker is to be paid ‘benefits suffi-
cient for the full and healthy maintenance of herself and
her child...and as an additional benefit shall be entitled to free
attendance by a doctor or a certified midwife’. The Convention
also lays down that the woman worker, if she is nursing her child,
should be allowed half an hour twice a day during her working
hours for this purpose.

1 See IL O, International Labour Code, pp 177-9 for the texts ot the
Childbirth Convention, 1919 and the Childbirth (Agriculturc) Recommen-
dation 1921; and pp. 820-1 for the provisions of maternity protection in
the resolution concerning the ‘Conditions of Employment of Women’, adopted
by the Second Labour Conference of American States. For a detailed
survey and analysis of national laws 1n this respect, see I L O, The Law and
Women’s Work (Studies and Reports, Series I, No. 4, Geneva, 1939), Chapter
II, pp. 16-113. It may be mentioned here that the I.L.O. often excludes
the subject of maternity protection from the scope of social insurance and
?uts it under ‘Employment of Women’. The Inter-American Labour Con-

erences also follow the I.LL O. example. The reason for the I L.O. action
may be that its Social Insurance Section does not look after maternity protec-
tion, compensation for occupational diseases and unemployment insurance.
(See I L O., International Labour Organisation and Social Insurance. pp. viin
and 7n.)
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Lastly the Convention stipulates that the maternity benefits
granted to women workers must be provided either out of public
funds or by means of a system of insurance.

Childbirth (Agriculture) Recommendation, 1921. This Recom-
mendation merely extends the principle embodied in the Child-
birth Convention, 1919, to women wage-earners employed in
agricultural undertakings. In 1936, the Committee on Agri-
cultural Work appointed by the Governing Body of the I.L.O.,
found that a mere Rzcommendation had not been sufficiently
effective in stimulating national legislation and suggested that a
study should be made of ‘the specifically agricultural aspects of
the problem of the protection before and after childbirth of women
employed in agricultural undertakings...with a view to the
adoption of effective measures in the form of a draft Convention’.?
It seems that no tangible results have been achieved in this
respect so far.

Income Security Recommendation, 1944. The Income Security
Recommendation, 1944, which aims to bring together in a single
scheme all provisions for assuring maintenance in case of inability
to work or to obtain work includes maternity protection. Most
of the provisions laid down in the Childbirth Convention of 1919
have been embodied in this Recommendation (Articles 10 and
24(3) ), which goes further in two respects. Article 10(4) of the
Recommendation states that the payment of maternity benefit
may be made conditional on the utilization by the beneficiary
of health services provided for her and her child. Maternity
benefit has been considered as much social as individual in its
intent and hence it is thought that the payment should be made
conditional not only on abstention {from work but also on the
utilization of health services provided for mothers and infants.?
Article 24(3) of the Recommendation lays down that maternity
benefit should not be less than 100 per cent of the current nct
wage for female unskilled workers or 75 per cent of the previous
net earnings of the beneficiary, whichever is greater, but may be
reduced by the amount of any child’s allowance payable in respect
of thechild.® Article 15(2), which deals with emergency expenses,

1 ILO., The Law and Women’s Work, p 18.

P ztIILO . Social Security : Principles and Problems arising out of the War,
ar » P .

31t sgems that no definite principles were in mind, when the limits were
put down. The explanation runs as follows : ‘The possible rates of benefit
that might be recommended lie between 50 per cent and 100 per cent of
wages The lower hmit corresponds to the practice of the majority of
countries and the higher to the Havana Resolution. As a compromise, a
benefit of 75 per cent of wages is suggested. In support of this figure 1t
could be argued that during the period of compulsory abstention from work
full wages ought to be paid, whereas during the period of optional absten-
tion from work, 50 per cent of wages might suffice, so that on the average
the rate might properly be fixed at 75 per cent over the two periods together.’

1L O., Social Security * Principles and Problems arising out of the War,
Part I, pp. 24-5.
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lays down that a lump sum should be paid at childbirth to insured
women and the wives of insured men towards the cost of a layette
and similar expenses. Lastly, Article 25(2) of the Recommen-
dation lays down the qualifying period of ten months before the
expected date of confinement.

Recommendation concerning Minimum Standards of Social Policy
in Dependent Territories. This Recommendation, adopted in 1944,
merely states (in Article 31) that subject to such modifications
as may be necessary in the light of local conditions, effect should
be given to the provisions of the Childbirth Convention, 1919.

The Inter-American Social Insurance Code. The first two Labour
Conferences of the American States also discussed the problem
of maternity protection. The first Conference, held in Santiago
de Chile in 1936, adopted a resolution declaring that ‘all the rights
and benefits conferred by the Childbirth Convention should be
extended to all women employed in agricultural undertakings’
and inviting the Governing Body to study the possibility and
desirability of submitting to the International Labour Conference
a draft Recommendation to supplement the Convention of 1919
in regard to the form in which free medical attendance during
childbirth should be given.! The Second Labour Conference,
held in Havana in 1939, adopted a resolution on the conditions
of employment of women. The first part of the resolution, which
deals with maternity protection, provides:*

i) Protection against dismissal of a pregnant woman unless
there exists sufficient ground for her dismissal provided by law.
ii) Facility for a pregnant woman for a change of work, “if the
work performed by her is prejudicial to her health; if the change
of work is not possible, she should be entitled to an allowance.

iii) Right for a pregnant woman to terminate contract of
employment at any time and without notice.

iv) Maternity leave for 6 weeks beforec and 6 wecks after
confinement and its extension in cases where, owing to sickness
arisingout of pregnancy and confinement, the woman is unable
to resume work.

v) Prohibition of dismissal during the above-mentioned leave.

vi) Two breaks a day of half an hour each for the mother to
nurse her child.

vii) An allowance sufficient for the full and healthy main-
tenance of the mother and her child, and at least equivalent to
her full regular wage during the leave of 6 weeks before and
6 weeks after confinement; this allowance should be paid in-
dependently of the amount of contributions already paid to the
insurance fund by the woman; an allowance should also be
paid during any additional incapacity for work due to preg-
nancy or confinement.

1 ; LLO. The Law and Women's Work, pp 18-19.
ol L O., International Labour Code, pp. 820-1.
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viii) Payment of maternity allowance by means of social
insurance schemes, and failing that, out of public funds.

ix) Medical supervision during pregnancy; attendance by a
doctor or a certified midwife free of charge; treatment should
be continued until complete recovery of the mother, and medical
supervision should extend over the whole period of nursing.

x) Children’s créches and day nurseries in a sufficient number,
and provided in such a manner as to avoid having to take the
children long distances. The convenience and management of
these créches and nurseries should be entrusted to bodies
responsible for maternity assistance.

xi) Services of special workers and certified nurses for the pur-
pose of teaching the principles of hygiene and child care and of
assisting and looking after the children of women wage-earners.

By 30 September 1948, as many as 17 countries had ratified the
Childbirth Convention, 1919, and thereby had incorporated in
their legislation the minimum standards provided by the Conven-
tion. Many other countries, though they had not ratified the
Convention, had enacted maternity benefit laws, embodying
some of the provisions of the Convention. As will be seen later,
most of the Indian States have passed such laws, though India has
not ratified the Convention.

Social Security Resolution of the Asian Labour Conference, 1947.
The resolution on social security adopted by the Asian Labour
Conference provides a working ground for social security for Asian
countries. One of the risks covered by this resolution is
maternity, and it is recommended that consideration should be
given to extending the scope of maternity legislation so as to cover
as many categories of women workers as may be administratively
feasible from time to time. According to the Resolution,
(@) maternity benefits should be granted during maternity leave
for 6 weeks before and 6 weeks after confinement; (b) the pay-
ment of maternity benefits should, as a rule, be secured by a system
of compulsory insurance administered by the State or by a non-
profit-making organization; and (c) free medical care should be
provided.

MATERNITY LEGISLATION IN INDIA

The Commission on the Employment of Women of the Wash-
ington Conference (the first session of the International Labour
Conference, 1919, which adopted the Childbirth Convention)
noted in its Report on the employment of women before and
after childbirth, ‘the peculiar position in India, where although
for the present, owing to national custom and tradition, no need
for prohibition of employment of women before and after child-
birth appears to arise, the Indian representatives have expressed
their opinion that this question and the allied one of maternity
benefit ought to be made the subject of study’. The Conference
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accordingly adopted a resolution on 28 November 1919, requesting
the Government of India ‘to make a study of the question of
employment of women before and after confinement, and of mater-
nity benefits, before the next Conference, and to repori on these
matters to the next Conference’. The Government of India
submitted to the Conference the required report on 15 November
1921. The general tenor of this report was that legislation
upon this subject would be premature, but that an attempt would
be made to induce the principal organized industries to start
voluntary benefit schemes by assisting them financially and that
the Government of India had given a lead by re-drafting the rule
regarding the grant of maternity leave to their own women
employees, and also to use their influence with local authorities
such as the Port Trust, etc. to do the same.! The report ex-
pressed the inability of the Government of India to ratify the
Childbirth Convention, because of the impossibility of enforcing
the compulsory periods of absence from work, the shortage of
women doctors necessary for issuing medical certificates, the
difficulty of compulsory and contributory schemes to provide
benefits, the absence of need for the protection of women from loss
of employment during pregnancy, etc.? The majority of local
Governments, however, agreed to endeavour to persuade and assist
financially, wherever necessary, the employers to start voluntary
benefits schemes. The inquiries, regarding the extent to which
maternity benefit schemes were in force in India, were continued
in 1924. The local Governments of all the major States and
the Chief Commissioner of Ajmer-Merwara were requested by the
Government of India to furnish information in this respect.®> The
replies received reveal the inadequacy of the maternity benefit
provisions in India at that time. These so-called maternity bene-
fits mainly consisted of leave of absence, often without pay, provi-
sion of light work during maternity period, medical advice,
créches, and in a few cases maternity bonus or maternity assist-
ance.* This ‘voluntary welfare’ on the part of employers was
not only utterly inadequate to be of some real value to the women
workers but also highly irregular to serve as a foundation to a
genuine maternity insurance scheme. The two essential features
of a maternity benefit scheme, namely, compensation and medical
care, had been completely neglected. Welfare and not insurance
was taken as the basis and even that depended upon the

1 1L 0., International Labour Code, p. 809.

2 1.L 0., Industrial Labour in India, p. 94.

3 The results of these inquiries were published in 1925 as Bulletin No. 32
(Indian Maternity Benefit Schemes) of the Indian Industries and Labour.
See also Industrial and Labour Information, 1.L.O. Weekly, 16 November
1925, pp. 28-33, for a summary of this Bulletin.

For similar voluntary benefit schemes of a later period, 1929-36, see
I.L O., Industrial Labour 1n India, pp. 210-11, where some details of mater-
nity benefit schemes 1n tea plantations and jute malls are given.
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philanthropic attitude of the emplovers. The workers had no
rights and hence most of the benefits assumed the form of ‘doles’,
arisen out of the charity of the employers. The State refused to
take any responsibility, legal or moral, in this matter and it was
the general belief that the employer, and the employer alone, must
shoulder all the responsibility regarding maternity protection.
The workers, especially women workers, were unorganized and
hence were not sufficiently vocal to demand their rights.

Statutory Maternity Benefits. This state of voluntary maternity
welfare, however, was soon replaced by what may be called the
statutory maternity welfare. In the third decade of the twentieth
century, the necessity of maternity benefit legislation was keenly
felt. An unsuccessful attempt to replace an all-India maternity
benefit law on the statute book of the Central Government was
made by N. M. Joshiin 1924. His Bill, which sought to prevent
employment of women in factories, mines and tea estates imme-
diately before and after confinement, and provide for benefits
during the period, could not get through the Legislature as the
Government of India thought that the time was not sufficiently
ripe for such a measure, that the principle of the Bill was ques-
tionable and that the results of the measure might be harmful to
women workers.?

Maternity Benefit Acts in India. The local Governments,
however, soon thought otherwise and Bombay took the lead
in 1929 by passing an ‘Act to regulate the employment of
women in factories some time before confinement, and to provide
for the payment of maternity benefit to them’. Madhya
Pradesh immediately followed the lead given by Bombay and
enacted a similar Act in 1930. The Royal Commission on Labour,
which examined the question by this time, was of the opinion
that ‘the time was not ripe for the introduction of legislation
throughout India making a maternity benefit scheme compulsory
in respect of women permanently employed in industrial estab-
lishments on full time processes’.? The Commission, therefore,
recommended that maternity benefit legislation should be enacted
throughout India on the lines of the schemes operating in Bombay
and Madhya Pradesh. The guiding principles of these schemes
according to the Royal Commission were to be as follows:3

i) Legislation should be confined to women employed full-
time in perennial factories covered by the Factories Act.

ii) The scheme should be non-contributory: in the first
instance the entire cost of benefit should be borne by the em-
plover.

1A G. Clow, The State and Industry, p. 163.
: Report, p. 263.

. ~_Recommendation No. 211, Report of the Royal Commission on Labour
wn India, pp. 512-13.
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iii) Government should have power to exempt individual firms
whose existing schemes are at least as liberal as those con-
tained in the Act.

iv) In the event of any general scheme of social insurance
being adopted, maternity benefits should be incorporated and
the cost should be shared by the State, the employer and the
worker.

v) The rate of benefit given by the Madhya Pradesh Act is
suitable for general application.

vi) The maximum benefit period should be four weeks before
and four weeks after childbirth.

vii) The qualifying period should be in no case less than
nine months and might be fixed at twelve months.

viii) The more closely benefit can be linked with treatment
the better: probably the best method is to give benefit in any
casc and to add a confinement bonus only if a trained midwife
or hospital treatment is utilized. Failure to use existing facili-
ties should not disqualify the applicant, but bonus and benefit
together should not exceed the amount laid down in the Act.

ix) The administration of the Act should be entrusted to the
factory inspection staff and, wherever possible, to women fac-
tory inspectors.

It is clear that these principles laid down by the Royal Commis-
sion fall far short of the standards laid down by the Childbirth
Convention. The provisions of the Indian maternity legislation
have embodied most of these recommendations of the Royal
Commission, as can be seen from the analysis on pp. 36-41 of
the Maternity Benefit Acts in India.

This analysis of the Maternity Benefit Laws in India clearly
reveals the inadequacies, the defects and the drawbacks of their
provisions, especially when they are compared with the minimum
social standards laid down by international labour regulations.
A comparative study of these two sets of provisions is necessary
to find out the ways and means for an effective improvement in
the existing conditions, so as to reach the internationally approved
standards.

IMPROVEMENTS NECESSARY

Scope. The Childbirth Convention, 1919, applies to women in
industrial and commercial undertakings. The Childbirth (Agri-
culture) Recommendation, 1921, extends the scope to women
employed in agriculture. The First Conference of American States
(1936) extended the scope still further to include ‘all women
employed in agricultural undertakings’.

In contrast to these provisions, the Indian Acts restrict their
scope only to factories (and mines, under the Mines Maternity
Benefit Act) and that too in many cases merely to non-seasonal
factories. The Employees’ State Insurance Act also excludes



SOCIAL INSURANCE FOR INDUSTRIAL WORKERS

36

‘Amfut justifoldwo pue AUIALW ‘SDPUNIS JO SYSH 93IY3 )

suesds seafojdmo £10308) [efuuezed Jo 9oURINSUL JO SWAYDS PIgIuN B JO jaud % si §F6T ‘30 20UBINSU] 97%3§ ,seas0[dury ayy Japun papiaoid uoraajord Aywragely «

yjuouwr

® 00% "sY
ueY3} SSI|
Surures sod
-Sodwa [y (1)

1PV “JuaWaUY pue ! S3LI0)0ef
ayj 1apun {oom B -U0D JO 23EP Pajoadxd oy ‘suol}  [BUOSEIS UBY} )
s sjgousq  ursAep [[e 10f 2padaid [reys g ueyy 210w -nqL3UOd 13430 saL1 1 8961 30V dourINSU]
[BOIPS N Aep e se gl JOU YO1yM JO S{IIM g1 Apream g1 -030BJ [IV (1) 91e)S sevholdwy ayy, g
(sanyeradour awresaq
JOV GF6I 9y} 9Jusy pue
pasoduil-ar Iaje] sem Ueq
OYJ, SOUIW [BOD UT USWOM
HUSEINIE ) jo juowhodws punois
210j3q) S19¥ -1opun aYyj} o uvq 9y} Jo
s19Y -I0M punoIs Sunyy oYz jo jno Susue
‘g 'Sy 03 -10M punoid -I9pun 10§ SUOI}IPUOD 3Y3 393W 0} Pa
dn snuoq 10 -1opun I10j ‘(SI9YI0M punoidiopun 10j)  sAep (6 Pue -}OPUS SeM OV CF6T 9YL)
‘K19A1[3D }O Joom e g Y syooM O SYIIM 9¢ sIayI0M TIPU Jo (8761 PUT CFET ‘EF61 Wt
suy o3 3B pu®e sI19jIoM PunoISIoA0  O[OUM 39U} Ul PIPUWE) [HE] OV YU
ceee SOOIAIOS [€D  PUNOISIOAO 10}  (SIONIOM PUNOIZIAAO 10f)  IOF SUIUOW § SOUIW Y3 [V -9F AJTuIsje saUIfy YT, ‘1
-1pou 9214 Kep ® 'se gl s{oaMm § sY9oMm ¥
' uoyvys1SaT 19Uz I
USWOM  JUIUWIUYUOD JUSWIUZUOD
jueusord o3 s105og YV
syIeway sjyauaq pred jyauaq pouad uo1je[siSs) uonpefsiSay
[eUOnIPPY Ajrurayew juswAorduwa woiy Suidpeng)  ayj Jo adodg

gses jo 93y uonualsqe Arosinduio)

VIANI NI
II1 219y,

NOILVISIOET LIJINId ALINJYILVI



37

MATERNITY PROTECTION

‘UOIJNJIPSUO) MU 3[3} IOPUN §378)8 S8 UMOUN MOu 318 £30UrA0Id OYTLt

1gauaq £J1UId)
-gW JO UBWOM
ay3 eaudsp
30U 30D JUaW
-2uyuod 310399
SYjuoOW ¢ ut
~Y}IM [ESSTWSIP
peynsnfun
‘I1eak B Ul
sqjuow ¢ Uey}
ssoy 10) Sur
-}I0OM S91I0}9%€]
jduexs Aewr
*§3A01) [800]
‘peqEpa Wy
pue Aequiog
10§ SWIIIIEM
ui'se g

03 'Se § WoIjJ
3gausq oy}
Ppastel suorjerd
-0SSY ,SI9UMO
-TI'I 3UL

‘(9861
~11-9% P3318P $¥81 'ON
uoreOYNON) LE61-1-1

uo e o3 paridde
-Keq (T ur So[MY pue 30V jgouagg

Kepe'seg SYI9M P syeom § -wog I0] SY  SOUI0IRJ [V AjuIaje[y Aequiog oYL ¥
‘9A®I]
Apuiejeur
3O 90130U 37} 97818 oY)
Burpaosard Ut S911030%] 'ee61 IOV 1geusg
Aepe-seg SHooM ¢ SYooMm § sAep (0PZ [BUOSBIS-UON AjuisyeIy SeIPRIY 947, '€
“(cg61 ur papuate) 0g61
‘{eq  "9y®IS OYY UI }OV gousg AjuIsyely
fepeseg syaom § Sj{oam §  -wog I10j SV  SOLIOOE] [V ysopeid BAUPEI 9L ‘%
3I3YMIS[d
SS9 ST 19A9
-yorgm ‘soem
Arep a3e1aae
10 Aep B 'SB 8 (aaeay A31u
‘peqepawyy -I9jeW O SuUMO0)
pue Lequog Jo130U 942 pue s30113 (g61 Ui pa
O SA1YID UL Surpeosad) -sIp UIe}ILd UI -PUSTIE) GZET IOV IYouadg
Aep e -seg SYoom § SYo9M F spuow ¢ SA11030%) [V Ajruzeyery Aequog oyl [
1011857 w1outnosd 11

(pruod) 11 2Aqel



SOCIAL INSURANCE FOR INDUSTRIAL WORKERS

38

‘Jyauaq AJIUIsjeW JO
uemom 9y} 2A11dap j0u S20P
JUSUIAUYUOD 210J3q SYIUOW g
ugym jessiustp paynsnfupn

‘jyeuaq Ljmursjeuws Jo
juowrAed proae 03 19Loiduwa
9y} AQ PpIssiwISIp IoyIom
uewiom € 03 ‘I9jeaad St
10A9yoIgM ‘sSuruaes  A[rep
a8elaae 19y sewy (8] 3Ie
10 001 'Sy jo uopesusd
-wod (1) pue ‘ddeLuredsiwt
jo £ep ayy woyy Aed yua
9A®d] Syoom ¢ ‘oferured
-stu Jo osed ur (1) (10}
-1S1A 3[e3Y Jo juaurjutodde
pue sa1qeq 3UIABY SIINIOM
USWOM I0] S[BAIdJUI-}SL
[eUOnIPPE 13B3I3Y) JUBPUI)
-ye orewdsy jo jusuwrjurod
-de {s972910 JO IdUBUIUTRW
103 apewm st uorstaoxd (32)
JUsWIBUYUOI 19Y JO U] Y3}
3} 90UB)SISS® [BOIP U 93 JO
J[9S19Y s[reAe 3ys J1 ‘¢ sy
jo snuoq Ayurajew v (1)

d "1 103 5V

‘1232018

ST I2ASYOIM
‘sSurures
Aqrep aSeraae
104epeses
*SS9]

ST IQASTOIYM
‘sSurured
Kjrep o8eroae
10 Aepesesg

aAea]
Ajrursjent
Surpadaxd
SHIIM ¥ SYIIM ¥ SYjUoW ¢

'9ARI[
Apurayew
Surpaserd
SYoam p SHIIM P syjuour 9

‘Keq
SHIIM ¥ $}9M §  -ulog 10} SY

RELEINE ] ‘(1e8uag 353 10} Pa
ur sa11030%)  -3dope) 6€61 10V IyaUg
[euO0S®eas-uo\ Ayuzsjely 1eSuag syl L
'90UTA
-01d 9y} Ul
SI9}IOoM 310
10 o1 Burkord "8861 PV 3yousd
-Wa SINI0308Y Ayursyey 'd "N 94l 9
‘2E61 Ul

SUOT}ROYIPOUI UTBIIAD YIM

prem eremiopy-rouly o3 poridde

-13-Towy wt so[ny pue OV jgausg
souoyor IV Ajuisyel] Aequog 9yl °¢

(p1woD) TII Aqel



39

MATERNITY PROTECTION

3gausq

‘Aepe-segr  Ajrursjewr
033ydusq  jo pourad
josyerayy oy Suunp
9sTeI 0} uwon} pIepueys
-udjut 19y3 posoixdde jo
Sutre(osp 1F41  juswrjes:
ulyig ® pays pue aoue
-qnd wessy  -pusjye [eo
JO "3A09 2y,  -1pew 391

*3PEUI ST 3yauaq
10} wrepd a10yaq ‘Azosind
-WI0D ST 9SINU ® pPur ISUOI}
-npoerd [eopow e jo 90
-IAISS 9Y} I9pUN 31BD [B}RU
-3sod pue [ejRU-sjuy (11)
‘pouad [ejeu-sjue Suunp
pamoq[e st Fiom 3ySry (1)

“Hoom 1ad g sy
JO WnurnuIw
Y3 03 303[qns
‘sBuruaes £y
-¥eam aferaay
:suonejuerd
uEgy 10q30 (32)
F1 'Y 9q
reys juswfed
Used [®)0], (9)
“JUaWAUY U0D
I9)Je SHooM
103 Yoom 1ad
/%1 9 (q)
JUSWIUYU0d
a10§0q Yoam
3d 1 oY (v)

1 suony

-ejuerd uy (1)
‘193318

ST I9ASTOTYM
s3uiures Ajrep
a3ersae 10
Aep ¢ 'se g1

pury ur Aj3red
pue yses ui
£p3red 10 yseo
ur £jjoqm aq
Kew juswfed
YL  joom

® 0-%-G sy

‘ures

-SY 0} awres

381y 9ys
TOYM JURU  JUIWIUIIAOLD)
-8o1d sem  ay3 £q pey
oym ‘UBWIOM  -T}0U 3q ABW
jueiStwwt - S ‘SPIeY [B0D
u® JO 9s®ed pu® sourwt
ut pouad Suraq jou

Sutkpipenb syusurysiqeyse
oN (#2) 13y3o yons pue
-aA®a] 31 suorjejuerd
-ursjeuU JO J0V S9110}
ad130U 9Y3 -oeg 3y3jo (£)g

Surpadaad  wo1309s IBpUN ‘FF61 ‘3I0V Igousg

SHeIM § SY9am p  SABp 0GT (¢)  SALIOIEI IV AjTuraye]y wessy oyl ‘ol
*K19AT[9P
jo Lep a1y
Burpaosaxd ‘€P6T 1OV gousg
sAep o¢ skep (¢ syjuowr ¢ ‘reduag 1oy sy  AjuIsjely qelung oyl 6
*KI9AT[OP
JO 93ep
pajoadxa ay3 ‘TeSusg
Surpsoard  3sapn ur suony 8P61 ‘OV (s91e1sq
SYjuoOW | -ejuvid pue eo1) 3gousg Ly
sYaam 9 syoam 9  ursAep (G S91I0j0®J BS] -IdJRIN [eSasg 3s9A\ SUL '8

(pruoD) I 3lqel



SOCIAL INSURANCE FOR INDUSTRIAL WORKERS

40

“803UVO [SUOIINIPEUOD JUIIAL JO FNVIIQ PIIORPE UdQ SABY JYSTW UOIY0IE SIYY BI pauoljuam suopstaoxd ayg, 1

*SS3[ St 10Ad
-qoryM ‘safem
Arep o8erone
10 Aep e 'seg

*9I9YMIS[d SS9}

ST IQAUDIYM

‘Aep e

‘se g 10 sagem

.. Aprep a8e
s -19A® j0 Jje1

oy} 3e pue

4310 a10pU]

urAep e 'seg

‘Aep ® 'se 9

‘1332918

ST I9ASYOIYM
‘s§utuaes
Aqrep a8eioae
10 ABp e 'S §

-a8eLLIBOSIUI JO
jgowaq ay3 3deoxa “gn
Ui Se SIRIIOTY [BUOIPPE [IV

SYI9M P SHIM §
SYIOM SYIM F
SYooM F SHOIM P
SHOIM F Syo9M

A®I]
Ayursjeut

3O 30130U
Suipaosasad
SYIUOW ¢

-oA®a] AU
-IajeW JO
20130U 9y}
Surpadaad
syjuouw 1|

EYCEY|
Ajuzajewt

30 22130U
Surpasaxd
syjuout 9

‘aA®a] A3U
-1938W JO
9o130U Y}
Suipadaxd
sypuout 9

33018
21084l a3
U1 §911030%) [[V

‘(seare mou

0} Papua}xd
3q Lew adoog)
4310 az0pu]
a1 S9110308

SuMo}
payads g ut
S911039% TIV

HODISITT SIS UDIPU]

‘93e31S oY}
Ul $3110}0%€)
[BUOSBIS-UON

LE61
‘suoiye[nay jysuag
Syurayepy 91041y 9L 'S

_ 9861 OV Iyausg
Ajurajepy 210puy 34y, ‘g

G-1€61 30 €1 'ON

uonedIYIION AQ epoleg

03 pardde 3oy 1ysuag
Lyuaezely Lequiog oyl ‘I

‘111

(Lye1 ut pajoeud
-21) 6§61 '3V Igauag
Ajruzorep reqid oYL 1T

(pruoD) 111 98l



41

MATERNITY PROTECTION

‘a8eureostw
30 oseo ur Aed
i aAed]
SHoom ¢

(d-nuse
SUOT}IPUOd
uo) ¢ 'sY
jo snuoq
Kyursyey

‘Aep ® ‘se §,
jnoqe “a'1
'SUDAYINYI T

‘s8urures
Arep a8eroay

‘Aep e seg

‘SHIoM

1 0] POOJ pue
souBMO[[e U®
apraoad jsnw
19fordmy

‘(v

9%61 W3 £q
'Se § 0} pastel)
Aepe-seg

*aA®a]
Ayurejenx
J0O 2o130U ‘318G A}
Surpaosexd UT S91I030%}
sYo9M P sqoam ¥ SYjUOUI § [BUOSEIs-UON
"33®3G oY) Ut
[ CETVE 2 sYoam P ‘SYJUOUI §  SOLI0YIE] [[V
*9A®a]
Ayrursjew
Jo sonou 93®3S Peq
Surpaoaid -e19pAH sy ur
SYoaM ¥ SHoam F SYJUOW §  SOLI0}0%] [[V
‘pakord
-ura 9Ie SI9Y
-I0M ()3 ISBO]
1% 10 pojeA
-13IND aI® SAI0E
0T 219yMm ‘suory
-equerd wo Sur
. . o -} I0M USWIOM
"aAea]
Ajrursyew *93e38
30 29130U unyooy) Y3
Surpaossid i S3110308.f
SHo9M § SHooM F SYJUOW g  [BUOSBIS-UON

€F61 1OV Igousg Lpu
-19)BJN PIO0UBARIT, oYL L

Z¥61 POV 1gousg
Aymussyely 1omemD o4 °9

S¥61 10V 1gausg
Ayrursyey suworurtro(y

S, WezIN Y} ‘H 4 'H °¢

LE6T-9-3T 30 98 'ON
UOI}edTTION UIYI0)

(9761 w pa
-puawe) 8E6T ‘I0V 3gausg
AjuIejely UM I0) YL ‘§

(pruoD) 1M1 31qel



42 SOCIAL INSURANCE FOR IND.USTRIAL WORKERS

the seasonal factories from its scope. The factory, as defined
under the Factories Act, 1934, includes only those industrial
establishments where 20 or more persons are working, and
where a manufacturing process is carried on. It thus excludes
a number of occupations and services, which are, for example,
included under the Workmen's Compensation Act, 1923 (vide
Schedule II). The first improvement necessary, therefore, is the
widening of the scope of the maternity benefit legislation, so as to
include all industrial and commercial undertakings. The amend-
ment of the Factories Act, 1934, on the lines of the British Act
1937, has been effected in the Factories Act, 1948, and this amend-
ment may improve matters a good deal.

A beneficial effect of the Employees’ State Insurance Act would
be to extend the area at present covered by some of the Maternity
Benefit Acts. The Insurance Act extends to the whole of India,
while some of the Maternity Benefit Acts, like those of Bombay
and Indore, do not cover all the places under the jurisdiction of the
respective local Governments. At the same time, it may be
mentioned that the Employees’ State Insurance Act restricts the
benefits only to perennial factorv employees, earning not more
than Rs. 400 per month.

At present, the extension of maternity insurance to various
groups of gainfully employed women, such as agricultural
wage-earners, home-workers, domestic servants, hospital nurses
and the like, is not possible. Insuch cases, however, it is desirable
to examine what other benefits can be made available to them.

Qualifying Period. Neither the Childbirth Convention, 1919,
nor the Havana Code lays down any qualifying period. Our
Maternity Benefit Acts, however, prescribe a qualifying period,
which generally varies from 6 to 9 months. Under the Employees’
State Insurance Act, a woman is qualified to claim maternity
benefit for a confinement occurring in a benefit peridd (generally
of 26 consecutive weeks or 6 consecutive months) if, during the
corresponding contribution period, weekly contributions in respect
of her were payable for not less than two-thirds of the number
of weeks during which she was ‘available for employment’, subject
to a minimum of 12 contributions; but of these at least one con-
tribution must have been paid between 35 and 40 weeks before
the week in which the confinement takes place, or in which notice
of pregnancy is given before confinement, whichever is more
advantageous to the insured person. This provision broadly
means a qualifying period of 35-40 weeks, i.e., 8 to 9 months. This
should be reduced to at least 6 months.

The greatest defect of the qualifying period is that it often
enables the employer to dismiss a woman worker under the pretext
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that there was a break in service on account of absence of leave.l
The evil of evasion will be studied later in this chapter.

Maternity Leave. The Childbirth Convention and the Havana
Code have set the normal duration of maternity leave 2t 12 weeks.
Though none of our Maternity Benefit Acts has provided for so
much leave, the Employees’ States Insurance Act conforms to
the international regulations when it lays down ‘a period of
twelve weeks of which not more than six shall precede the expec-
ted date confinement’.

Maternity Benefits. (a) Cash. The Childbirth Convention
prescribes a benefit ‘sufficient for the full and healthy maintenance’
of mother and child. The Havana Code has interpreted this
expression as meaning a benefit ‘at least equivalent to her full
regular wage’. The Income Security Recommendation provides
as a comprormise, a benefit of 75 per cent of wages.

Many of our Maternity Benefit Acts provide for a rate, which
varies between 8 as to 12 as a day, or which is equal to the average
wages or earnings of the woman worker. Therate of 12 as per day,
provided by the Employees’ State Insurance Act, is an improve-
ment in this respect. However, under this Act, the woman will
have to pay her contributions, according to a schedule, to the
Insurance Fund. This contribution is the same both for men and
women, whereas the incidence of the industrial risks, especially
of employment injury, is less upon a woman than upon a man.
Under these circumstances, the law should provide for a rate which
is equivalent to her wages, or 12 as a day, whichever is greater.
The Bhore Committee recommend payment of full wages during a
maternity period of 12 weeks. ‘Itis just at this time, she requires
nourishing food and special treatment. The payment of full
wages, moreover, is justified in India, where the prevailing wages
of women workers are, generally speaking, very low.”? Such a
provision will not lead to malingering, because the contingency of
maternity can always be proved without any doubt.

Major Lloyd Jones in his Report on Standards of Medical Care
for Tea Plantations in India lays emphasis on duration rather
than on the rate of benefit. The tea planters at present are paying
Rs. 5-4 a week for 8 weeks as maternity benefit. Major Jones
recommends the rate of Rs. 3 a week for 16 weeks—4 weeks before
confinement and 12 weeks after.

The Income Security Recommendation, 1944 makes the pay-
ment of maternity benefit conditional on the utilization by the
beneficiary of health services provided for her and her child.
Similar provision is made by the Bihar and U. P. Acts, but it

1 B, P. Adarkar, Report on Health Insurance for Industrial Workers.
Appendix XXII, p. 205. Professor Adarkar quotes the Report of the Bombay
Textile Labour Enquiry Committee and Report of the Court of Enquiry,
Coimbatore from Madras Labour, July 1937-October 1938, to 1llustrate this
statement.

2 Report of the Health Survey and Development Commitice, Vol. 11, p. 128.
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relates only to maternity bonus. Such a provision has both its
merits and drawbacks especially in the light of the social
conditions in India. A social insurance Act in India, therefore,
has little to lose, if such a provision is not made.

(b) Medical. According to the Childbirth Convention, free
medical attendance must be given at the time of confinement.
The Havana Code recommends medical supervision during the
period of pregnancy and nursing, and attendance by a doctor or
certified midwife free of charge. The Medical Care Recommen-
dation, 1944 lays down certain general provisions for developing
national medical care services.

One of the greatest drawbacks of most of the Maternity Benefit
Acts is that they do not provide for medical aid. Only five Acts
(of Mines, Assam, West Bengal (Tea Estates), Bihar and Uttar
Pradesh), have some provision in this respect, though it is highly
inadequate in comparison with the internationally approved
standards. Under the Employees’ State Insurance Act, medical
care, which includes medical, surgical and obstetric treatment, is to
be provided by States’ Governments at such hospitals, dispen-
saries and other institutions, as may be prescribed for the purpose.
There is no qualifying period for medical benefit.

The provisions regarding medical benefit should form a part of
a comprehensive health service covering all members of the com-
munity, as envisaged by the Medical Care Recommendation,
1944. Because of the necessity of extension and unification of
medical care services, the problem assumes a common interest
and hence it has been studied in a later chapter.?

(c) Additional Benefits. Besides cash and medical benefits,
the international regulations and national laws provide for some
additional benefits. Maternity benefit legislation in various
countries follows, for example, the Childbirth Convention in pro-
viding that during the nursing period a woman is entitled to breaks
in her work—generally half an hour twice a day—for nursing
purposes. This provision has been made by the Havana Code
also. In many countries, this benefit is linked with another
provision making it compulsory for establishments employing
more than a specified number of women to maintain special 10oms
to which infants can be brought to be nursed by their mothers
or to be looked after by female attendants, while the mothers
are at work. In India, only the Bihar and Uttar Pradesh
Acts provide for maintenance of créches and appointment of
female attendants there; if such a provision 1s made, the
employer is allowed to reduce the two additional rest intervals
to a quarter of an hour each.

The maintenance of créches, however, is also provided under
the Factories Act, 19342 1In accordance with Section 33(2) of

1 Chapter IX.
% It1s also provided under section 48 of the Factories Act, 1948
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this Act provision has been made by Bombay, Madras and Bengal
to the effect that factories employing more than a specified number
of women (100 in Bombay and 50 in Madras and Bengal) should
provide suitable rooms for children under six years. Mysore
follows the Madras model. Lastly, provision of some light work
during the pre-natal period, if the doctor permits, may also be
considered. Assam has made such a provision.

Guarantee of Re-instatement in Employment. The Childbirth
Convention makes it unlawful for an employer to dismissa woman
worker during her legal absence. The Havana Code also provides
for the protection against dismissal of a pregnant woman, unless
there exists some sufficient ground for her dismissal provided by
law. The Maternity Benefit Acts in India also provide that no
woman can be discharged during the period of legal absence nor
can she be deprived of benefit by a notice of dismissal without
sufficient cause. These Acts, however, protect women against
dismissal only during the period of authorized absence but there
is nothing to prevent an employer from dismissing a woman on the
first signs of pregnancy. The Statistics of Factories (Annual Notes
on the working of the Factories Act) often refer to a decline
in the employment of women because of the reluctance of em-
ployers to employ persons who are subjected to special provisions
involving a certain amount of additional responsibilities in the
shape of maternity benefit, compulsory créches, etc.! The Em-
ployees’ State Insurance Act takes over from the employer the
responsibility of payment of maternity benefits and hence it is
hoped that this unhappy tendency on the part of the employer
may cease to operate.

Financing of Maternity Benefits. The Childbirth Convention
allows of only two alternative methods of financing maternity
benefits, namely, their supply from public funds or from insurance.
The Havana Code recommends payment of maternity allowance
by means of social insurance schemes and, failing that, out of
public funds.

The Maternity Benefit Acts in India require employers to
finance maternity benefits. The disadvantages of this method—
the greatest of which is the risk of immediate dismissal as soon
as the employer suspects pregnancy—are felt more strongly, when
the employment contract is for a very short period and dismissal

! Thisis perhaps one of the reasons of the fact that as a direct consequence
of the passing of the Maternity Benefit Acts, the employment of women in
factories has been somewhat discouraged. This has been very ably dis-
cussed by B. P. Adarkar, who collected some valuable factual and statistical
data in this respect. See his Report on Health Insurance for Industrial
Workers, Appendices XXII, pp. 204-7, XXIV pp. 209-10 and XXV, pp.
211-13.
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is therefore easy, as is usually the case with industrial workers.?
The Employees’ State Insurance Act has mitigated this evil by
raising maternity protection from statutory welfare to statutory
insurance.

Administration. The greatest defect of the Indian Maternity
Benefit Acts is their non-enforcement to an adequate extent.?
The Rules under the Acts make a Factory Inspector primarily
responsible for the administration of the Acts.? Till recently, no
other state except Bombay had engaged a woman Inspector
for this purpose. Itisanadmitted factthata considerable number
of women workers fail to get maternity benefits, though they are
entitled to them. Many of them no doubt are ignorant as to
their rights; but then it is the duty of the authorities, who admi-
nister the Acts, to educate the workers in this respect. Many
others are reluctant to put in their claims, because of the fear of
victimization or because of the small amount of benefits. Inse-
curity of employment, especially of women, discourages a woman
worker from claiming her lawful rights and protecting her in-
terests. Lastly, it may be mentioned that some of the women
workers are reluctant to accept what they call the employer’s
charity.*

The paucity of women doctors also discourages women workers
to avail of maternity benefits. In order to obtain such benefits,
a woman worker must produce a certificate of her pregnancy.
Some women are reluctant and even definitely object to submit
themselves to examination by male doctors.?

B. P. Adarkar collected some valuable statistics regarding
maternity benefits in Bengal, Bombay, Madhya Pradesh,

liro » The Law and Women’s Work, p. 30. The annual note on the
working of the U P. Matermity Benefit Act during 1938 admits that many
women workers were discharged immediately after the Act was passed. On
the other hand, the Bhore Committee were assured that, in Bombay and

Madras, the enforcement of the Maternity Benefit Acts did not result 1n any
decrease in the number of women employed. N

2 The Labour Investigation Committee found that the Matermty Benefit
Acts were not properly observed or enforced especially in the smaller con-
cerns. ‘There are various devices adopted to evade liability under the
Acts (Main Report of the Commattee, p. 378). Similar is the conclusion
of a recent study made by the International Labour Office : ‘Women fail to
file claims either because they fear such an application may be followed
by dismissal. Insome cases, women workers are unable to prove comple-
tion of the requisite period of service, because their employers have not
kept the proper records.’—1 L.O., Problems of Social Security, Asian Labour
Conference (1947), Report I, p. 24.

3‘ In fact, the Maternity Benefit Acts are so closely linked with the Fac-
tories Act that in many states the returns under both the Acts are collected
and pubhshed together.

For detailed discussion on these points, see B P. Adarkar's Report on
Hasalth Insurance for Industrial Workers, pp. 205 and 211-13.
N Report of the Health Survey and Development Committee, Vol. I (Survey),
P 85
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Madras and Uttar Pradesh.? These statistics reveal a considera-
ble disparity in the maternity benefit ratios (i.e., the ratios of
number of claims paid to total number of women workers em-
ployed), which cannot be explained away by any differences
of fertility or technical factors. Thus the average ratio accord-
ing to the statistics collected by B. P. Adarkar, is 7-6 per cent
for Bengal, 7°3 per cent for Bombay, 127 per cent for the
Madhya Pradesh, 3'0 per cent for Madras and 4'7 per cent
for the U.P. According to a Bombay Labour Office Enquiry,
it was found that there were 12'34 maternity cases per 100 women
workers per annum.? In another Inquiry, Dr Mrs Barness found
out 10 maternity cases per 100 potential mothers among all classes
in the city of Bombay.? Compared to these figures the maternity
ratios given above are too low, except in Madhya Pradesh. It
seems from these figures that in most of the states about half
the mothers who are entitled to benefits, do not receive them,
primarily because of the lack of adequate enforcement of the Act.

Latest available figures about maternity benefits also tell the
same story. The table on page 48 gives 1947 figures for some
provinces.*

! Report on Health Insurance for Industrial Workers Appendix No.
XXIV-A, p. 209.

2 Labour Gazette (Bombay), December 1924, pp. 384-93.
8 Labour Gazette (Bombay), September 1922,
4 Indian Labour Year Book, 1947-48, p. 72.
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CHAPTER II1

WORKMEN’S COMPENSATION

I'nternational Labour Conventions and Recommendations. The
International Labour Conference has so far adopted five draft
Conventions and four Recommendations, which exclusively deal
with the problems of workmen’s compensation either for acci-
dents or for occupational diseases or for both. The five Conven-
tions are: (i) No.12: Workmen’s Compensation (Agriculture)
Convention, 1921; (ii) No. 17: Workmen’s Compensation (Acci-
dents) Convention, 1925; (iii) No.18: Workmen’s Compensation
(Occupational Diseases) Convention, 1925; (iv) No. 19: Equality
of Treatment (Accident Compensation) Convention, 1925; and
(v) No. 42: Workmen’s Compensation (Occupational Diseases)
Convention (Reviscd), 1934.

The four Recommendations are: (i) No. 22: Workmen’s
Compensation  (Minimum  Scale) Recommendation, 1925;
(i) No. 23: Workmen’s Compensation (Jurisdiction) Recom-
mendation, 1925; (iii) No. 24: Workmen’s Compensation (Occupa-
tional Diseases) Recommendation, 1925; and (iv) No. 25: Equality
of Treatment (Accident Compensation) Recommendation, 1925.

Of the five Conventions, India has ratified only two—No. 18 and
No. 19. In addition, some of the provisions in other Conven-
tions and Recommendations have found acceptance and have been
implemented in some measure.

One of the contingencies covered by the Income Security Recom-
mendation, 1944 is employment injury. The Recommendation
lays down a number of suggestions for the application of the
general guiding principle that ‘the contingency for which com-
pensation for employment injury should be paid is traumatic
injury or disease resulting from employment and not brought
about deliberately or by the serious and wilful misconduct of the
victim, which results in temporary or permanent incapacity or
death’.

Articles 39 and 40 of the Recommendation (No. 70) concerning
Minimum Standards of Social Policy in Dependent Territories also
provide for the payment of compensation by law to employed
persons, in case of incapacity for work caused by occupational
diseases, or by accidents arising out of, and in the course of, employ-
ment, and, in case of death from such accidents or diseases, to their
dependent survivors. Section 3(e) of the Recommendation
(No. 74) concerning Minimum Standards of Social Policy in Depen-
dent Territories (Supplementary Provisions) makes some addi-
tional proposals regarding employment injury benefits.

The Inter-American Social Insurance Code (Havana Code) also
lays down provisions relating to (a) need for legislation in con-
formity with the principle of occupational risk; (b) form and rates
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of cash benefits in case of temporary or permanent incapacity or
death; (c) guarantee of payment; (d) settlement of disputes and
setting up of judicial machinery; and (e) occupational diseases.!

Lastly, a Meeting of Experts (some members of the I.L.O.
Correspondence Committee for Social Insurance), held in Geneva
from 16-20 November 1936, adopted certain conclusions on the
evaluation of permanent incapacity under workmen’s compen-
sation and invalidity insurance.?

Workmen's Compensation tn India. The question of providing
workmen’s compensation in cases of fatal or serious accidents
was first raised in India in 1884 and the importance of enacting
legislation for that purpose was urged by factory and mining
inspectors as a method of creating a greater sense of responsibility
among employers and thus of securing more adequate provisions
for safety.® In the absence of any workmen’s compensation
legislation the only course open to an injured workman was to
file a suit against the employer for damages under the common
law. However, the odds, legal and otherwise, were against him.4
The first legislative measure adopted by the Government of India
was in 1922, when a new section 43 was inserted in the Factories
Act, giving power toa criminal court to order the whole or part of
a fine imposed in respect of an offence causing bodily injury
or death, to be paid as compensation to the injured person or, in
the case of his death, to his legal representative. The following
year, however, the Government of India enacted the Workmen's
Compensation Act (No. VIII of 1923), which is the first measure
of social security on an all-India basis.® The success of this
measure, however, was looked upon in a highly sceptical manner
and even the preliminary Committee, which was set up to examine
the Workmen’s Compensation Bill of 1922 before its introduction
in the Legislature stated as follows: ‘It may be doubted if we
are ready for this state in India. Many Indian employers have

Y 1L 0., International Labour Code, pp. 828-31.

% For a detailed study of this problem, see 1L O , The Evaluation of Per-
manent Incapacity for Work wn Social Insurance (Studies & Reports, Series
M, No. 14); for conclusions adopted by the Experts, see I.L.O., Infey-
national Labour Code, pp. 651-73. A brief summary of the conclusions 1s
given 1n Chapter I, pp. 14-15.

3 LL 0., Industnal Labour in India, p- 103.

¢ Workers’ claims could easily be defeated through the imposition of three
bimitations arising from the doctrines of ‘common employment’, Volents
non fit imjuria or the defence of ‘assumed risk’ and by the principle ot ‘contri-
butory negligence’. (Wilson and Levy, Workmen's Compensation and
Report of the Royal Commission on Labour in India, pp. 314-15). The Em-
ployer’s Liability Act, 1938 was later enacted so that the employers may
not raise the defence of the doctrines of ‘common employment’ and ‘assumed
115k’ 1n suits for damage. This Act declared that certain defences should

not be raised in suits for damages in respect of injuries sustained by work-
men.

5 Reportofthe Royal Commission on Labour in India, p. 295.
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very little idea of the value of insurance and will strongly resent
being compelled to pay premiums. Moreover there is no certainty
that, to begin with, there will be adequate facilities for insurance.’
The Committee recommended, instead of insurance, the provision
that compensation claims should have priority in bankruptcy pro-
ceedings. Even the Government of India admitted that the Act
was an experimental measure and that many of its features owed
their origin more to a desire to minimize the difficulties attendant
on the introduction of an entirely new measure than to any beliet
in their permanent value.?!

The Workmen’s Compensation Act has undergone several modi-
fications since 1923. In 1926, the Act was slightly amended to
render possible the ratification of the International Labour Con-
vention (No. 18), on this subject. In 1928, the Government of
India thought of revising the Act and addressed a circular letter to
this effect.? In 1929, however, the Royal Commission on Indian
Labour was appointed and the revision of the Act was conscquently
deferred till the Commission reported on the subject. The Royal
Commission discussed the problem in great detail and made certain
specific recommendations relating to extension of the scope of
the Act to cover new classes of workmen, revision of the minimum
and maximum scales of compensation, definition of ‘dependents’,
inclusion of more industrial diseases in Schedule III and better
administration and procedure.® The Workmen’s Compensation
(Amendment) Act of 1933 (No. XV of 1933) took into consideration
these recommendations proposed by the Royal Commission on
Labour in India. Later in 1937, because of the separation of
Burma from India, the Act was amended so as to cnable transfer
of payments relating to workmen’s compensation, when depend-
ents of workmen were in another country than one in which com-
pensation was deposited.* The Act was consequently amended
to permit such transfer between India and Burma after separation.
The Act was further amended in 1938 and 1939 to remove certain
ambiguities and to effect certain minor modifications. In 1942,
Section 15 (special provisions relating to masters and seamen)
was modified. An important amendment Act passed was in 1946,
when the upper wage limit for eligibility to compensation was
raised from Rs. 300 a month to Rs. 400 a month; consecquently,
in Schedule 1V, the amounts of compensation for thosc carning
between Rs. 300 and Rs. 400 per month had also to be fixed. In
1948, the amendment Act of 1942, which debarred masters and

! Report of the Royal Commission on Labour e India, p 295.
2 Report of the Royal Commission on Labour in India, p 295, and Bulletin
of Indian Industries and Labour, Bulletin No. 61 (Indian Labour Legislation),
. 45.
P 3 Chapter XVI of the Report of the Royal Commmission on Labour wn India
¢ Bulletin of Indian Industries and Labour, No 74 (Labour Legislation in
India stnce 1937), p. &
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seamen from receiving compensation under the workmen’s com-
pensation Act, in respect of any injury for which provisionhad been
made for the payment of gratuity allowance or pension under the
War Pensions and Detention Allowances Schemes, etc., was re-
placed. Far more important amendments, however, will be
necessary now that the Employees’ State Insurance Act has been
passed, because similar treatment must be given to workers
covered by the Insurance Act and to those covered by the Work-
men’s Compensation Act but not by insurance.

Among the Indian States, Workmen’s Compensation Acts are
found in Mysore (1928), Cochin (1935), Indore (1935), Travancore
(1939) and Hyderabad (1940); besides, the Government of Baroda
had adopted the Indian Act with certain modifications.

Principle of Occupational Risk.® The development of legal
concepts governing workmen’s compensation has gone through
various stages—from the simple application of common law to the
establishment of the principle of occupational risk. The first stage
was the common law or quasi-delictual liability, under which the
victim of an industrial accident could only claim compensation if
he could prove the employer to have been at fault in the matter.
This system proved to be unfavourable both for the worker and the
employer. The worker or his dependents had to face difficulty
in proving employer’s responsibility, litigation, delay in assess-
ment of compensation, expenses and possibly failure. The em-
ployer, on the other hand, if found at fault, had to pay heavy
compensation, the amount of which he could not foresee. These
litigations also resulted in estrangement of relations Detween
cmployers and workers. The system failed also because of the
difficulty of assigning the fault; a large number of accidents could
not be attributed to the fault either of the employer or of the
worker.

The system, which replaced the common law, was the system of
contractual liability, in accordance with which the worker’s right
to compensation arose, not from the fault of the employer, but out
of the contract for the hire of the workers’ services. ' An accident,
occurring in the course of work, was automatically attributed to
conditions of work, for which the employer was responsible. It
fell to the lot of the employer to prove that the accident was due
to the fault of the victim, to chance or to force majeure. The
onus of proof was thus transferred from the worker to the em-
ployer, who was thus rendered liable for the safety of his
workers. The system, however, failed to remove the major
defects of the common law, cited above. These defects demanded

1 For a detailed study of the evolution of this principle, see the following
three I.L O. books: (i) Compensation for Industrial Accidents, Studies &
Reports, Series M. No. 2, pp 1-5; (ii) I.L.O and Social Insurance, Studies
& Reports, Series M. No. 12, pp. 26-8; and (iii) Workmen's Compensation
for Occupational Diseases (18th Session of 1. L. Conference, 1934, Report V),
pp. 1-4.
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a solution based on conciliation and fair treatment rather than
on the abstract legal interpretation of definitions.

The third stage was reached when there arose the conception
of the principle of legal liability or of created risk, which, how-
ever, was rapidly displaced by the present principle of occupational
risk, according to which, apart from any idea of responsibility,
compensation for damages caused inthecourse of employment must
be paid by the employer. This principle, on which the whole body
of international regulations on workmen’s compensation is based,
transfers to industry the loss of the economic value of labour as a
productive agent. The principle removes or considerably reduces
the various difficulties found in earlier systems. It includes the
cost of workmen’s compensation among the overhead expenses
(as the cost of repair, depreciation, wage-bill, etc.) of the industry.

Though the principle of occupational risk serves as the basis for
workmen’s compensation laws, there is not any direct mention of
this principle, except perhaps in the Havana Code, which says that
‘every country should establish and maintain legislation providing
for workmen’s compensation for accidents in conformity with the
principle of occupational risk’. Many laws, like the British Act,
however, provide compensation for ‘personal injury caused to a
workman by accident arising out of, and in the course of, his
employment’.?

For the employer, the best way to meet the occupational risk
is to get insured against it. Prudent employers insured against
their liability, especially when they had to pay compensation for
an injury, irrespective of the worker’s fault. In India, many of
the big employers have insured their risk, created by the Indian
Workmen’s Compensation Act, 1923. This insurance, however,
is purely voluntary; compulsory insurance may not be admitted,
because of the fact that the employer might be able to insure only
with a company carried on for profit. This difficulty can be over-
come if the State establishes a mutual fund, with which the em-
ployer can insure his risk at a premium that includes no margin of
profit. In India, the Employees’ State Insurance Act is a stepin
this diiection; it provides for compulsory state insurance against
the risks of sickness, childbirth and employment injury. Such a
system has the advantages of automatic insurance, guarantee of
payment of admitted claims, economy in administration, elimina-
tion of friction between claimants and employers, co-operation ot
employers, employees and the State, and attaining other objec-
tives unattainable by private insurance companies.

1 This seemingly innocent phrase, however, has been the cause of excessive
litigation, thereby defeating the purpose of the acceptance of the principle
of occupational risk.  For criticism of this phrase, see B. P. Adarkar’s Report
on Health Insurance for Industrial Workers, p. 214. This aspect of the problem
will be studied later, when the ‘risks covered’ by the Act will be considered.
I1.O., Approaches to Social Security, Studies and Reports, Series M.,
No. 18, p. 24.
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Scope. The scope of the Workmen’s Compensation regulations
can be studied from three aspects: (a) undertakings and services
covered; (b) classes of workers covered; and (c) risks covered.
Certain limitations are laid down in each of these three cases:

(@) Undertakings and Services Covered. The Workmen's
Compensation (Accidents) Convention, 1925, applies to ‘any
enterprise, undertaking or establishment of whatever nature,
whether public or private’.! The Workmen’s Compensation
(Agriculture) Convention, 1921, extends similar compensation to
agricultural wage-carners. The Income Security Recommenda-
tion, 1944, covers ‘all employed and self-employed persons’. The
Havana Code also recommends that ‘workmen’s compensation
should apply to all employed persons including agricultural
workers as soon as the conditions prevailing in the rural areas of
each country permit’.

In actual practice, however, the national laws lay down a num-
ber of limitations to the liability of industrial undertakings.?
For example, the law may apply only to those undertakings
which employ workers more than a statutory minimum. Another
limitation, which relates to importance of risk, excludes industrial
undertakings not making use of mechanical power. Parts of
undertakings, where there is no risk or where only a few workers
are employed, may also be excluded.® Other limitations relate
to the permanent or occasional nature of the undertaking or the
object of the undertaking. Thelaw generally recognizes the right
of compensation by providing expressly or tacitly that a given
undertaking is covered by it.  For this purpose, the method used
is either the limitative method of enumeration or the mixed method
which, besides naming specified undertakings, includes a broadly
descriptive enumeration of undertakings or occupations. *

The Indian Workmen’s Compensation Act adopts the second
method. Its scope is determined by the definition of the term
‘workman’® who is a person (a) whose employment is not casual,
(b) who is employed for the purposes of the employer’s trade or
business, and (c) who is a railway servant or a person employed
on monthly wages not exceeding Rs. 400 in any such capacity as
is specified in Schedule II of the Act. The Schedule enumerates
a number of services, occupations and industries, which are covered
by the Act. Broadly, these are (i) tramways (clerks excluded);
(ii) factories having 10 or more workers (clerks excluded);

1 A later Article of the Convention, however, excludes agricultural wor-
kers, seamen and fishermen.

2L O., Compensation for Industrial Accidents, pp. 15-11.

‘The International Labour Conference did not see fit to allow these
exceptions, because they are in contradiction with the principle of occu-
pational nsk.’—I.L O, I L 0. and Social Insurance, p. 28

t1Lo , Compensutson for Industrial Accidents, p 14
® Section 2(1) (n) of the Act.
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(iii) concerns which make, alter, repair, ornament, finish or other-
wise adapt for use, transport or sale, any article and wherein 50 or
more persons are employed; (iv) manufacturing or handling of
explosives, with more than 9 persons; (v) mines (clerks excluded)
where more than 49 persons are employed or where explosives
have been used or whose depth exceeds 20 feet; (vi) seagoing
(master of a ship or seamen); (vii) loading, unloading, fuelling,
constructing, repairing, demolishing, cleaning or painting any
ship; (viii) construction, repair or demolition of any building,
dam or embankment, road, bridge or tunnel, whar{ or other marine
work; (ix) telegraph or telephone lines or posts in connexion with
overhead electric cables; (x) construction, working, repair or
demolition of any serial ropeway, canal, pipe-line, or sewer (clerks
excluded); (xi) fire-fyigade; (xii) contract or sub-contract work
of railways; (xiii) railway mail service; (xiv) petroleum or
natural gas companies (clerks excluded); (xv) occupations involv-
ing blasting operations; (xvi) any excavation over 20 feet deep
and on which more than 50 persons are employed; (xvii) opera-
tion of any ferry boat capable of carrying more than 10 persons;
(xviil) cinchona, coffee, rubber or tea estate employing 25 or more
persons (clerks excluded); (xix) electrical generating or trans-
forming stations (clerks excluded); (xx) light-houses; (xxi) cine-
matograph pictures; (xxii) training, keeping or working of ele-
phants or wild animals; (xxiii) tapping of palm-trees, felling or
logging of trees, the transport of timber by inland waters or the
control or extinguishing of forest fires; (xxiv) operations of catch-
ing or hunting of elephants or wild animals; (xxv) diving;
(xxvi) warehouse (with more than 9 persons employed in the hand-
ling or transport of goods); and (xxvii) handling or manipulation
of X-ray or radium apparatus or contact with radio-active sub-
stances. In addition railways have been included under section
2(1) (n) (i). .

This is no doubt an imposing list of occupations and services.
Besides, a State Government is empowered to add to Schedule
II any class of persons employed in any occupation, which
it is satisfied is a hazardous occupation.! This provision has made
the scope of the Act elastic. However, in spite of these provisions,
a number of occupations have been excluded from the scope of
the Act. Important among these are: (i) unregulated factories,
i.e., factories using mechanical power but having less than
10 workers and factories not using mechanical power and having

1 Inexercise of this power the Governments of Madras and the U. P. have
extended by notifications in 1947, the application of the Act to persons
employed for the purpose of loading or unloading any mechanically propelled
vehicle, or in the handling or transport of goods which have been loaded into
such vehicles
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less than 50 workers;! (ii) agriculture;? (iii) fisheries;
(iv) domestic service, and (v) some miscellaneous occupations
such as the construction, repair or demolition of one storey
buildings of less than 20 feet in height. Some of these excluded
occupations may be considered as non-hazardous; however, when
an employment injury takes place, the economic loss arising out
of it is the same as that arising from an employment injury in a
hazardous occupation. For example, other things being equal,
the death of a worker entails the same hardship for his dependents,
whether it occurs in a hazardous or a non-hazardous industry.
The Act, therefore, should be extended to cover as many classes
of employees and of occupations as possible.

The Employees’ State Insurance Act has a far more restricted
cope, as it applies only to employees in perennial factories. At
he same time, the compensation it provides, both medical
nd cash, is on a more liberalscale. It will, therefore, be necessary
oamend the Workmen's Compensation Act with a view to provide

<mployment injury benefits similar to those provided by the insur-
ance scheme.

(b) Classes of Workers Covered. Often all the persons em-
ployed in undertakings enumerated in Workmen’s Compensation
legislation are not entitled to compensation; at the same time,
some classes of persons outside the enumerated undertakings may
be subject to the law.

The Workmen’s Compensation (Accidents) Conventicn, 1925,
covers ‘workmen, employees and apprentices’. Exceptions, how-
ever, are allowed in respect of casual workers, persons who are
employed otherwise than for the purpose of employer’s trade or
business, outworkers, members of the employer’s family and non-
manual workers whose remuneration exceeds a certain limit. The
Convention does not apply to seamen and fishermen, to persons
covered by some special scheme, the terms of which are not less
favourable than those of the Convention and to agricultural wage-
earners (to whom the Workmen’s Compensation (Agriculture) Con-
vention, 1921 applies). The Income Security Recofimendation
and the Havana Code, as we have seen above, apply to all em-
ployed persons.

The Indian Workmen’s Compensation Act excludes from its
scope persons employed on monthly wages exceeding Rs. 400,
unpaid apprentices, home-workers and casual workers. Generally
no distinction is made between manual and non-manual labour,
because both are exposed to the risk of accident. However, the
Indian law, as is seen from Schedule IT, excludes clerical labour

1 The Factories Act, 1948, however, widens the definition of a factory
and in future more factories will be regulated.

% The Royal Commission on Indian Labour recommended that the ques-
tion of the inclusion of persons employed by the larger agricultural employers
and of those employed in reserve forests deserves examination .— Repori,
p. 301
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in a number of industries from the scope of the Act. Another
limitation is about the wage—or income—limit, which excludes
workers getting more than thislimit. It is argued that in case of
such workers the accident risk is very slight and that, owing to their
comparatively high earnings, they are able to bear their own risk.!
In India the wage limit is Rs. 400 per month and the workers who
get more lose the right to compensation.? Two other categories
of workers, which fail to come under the Indian Act are : (a) per-
sons whose employment is of a casual nature, and (b) persons who
are employed otherwise than for the purposes of the employer’s
trade or business. Casual workers have been excluded mainly
because of the administrative difficulties. Lastly, the Indian
Act excludes the members of naval, military or air forces.

The Employees’ State Insurance Act makes no change in this
position, because itlays down that ‘the worker shall not be entitled
to receive the disablement or dependents’ benefit, unless he is
entitled to compensation under the Workmen’s Compensation
Act, 1923’. Asfar as the scope is concerned, however, the Com-
pensation Act covers a very wide area, whereas the Insurance Act
applies to perennial factories only.

(c) Risks Covered. The risks covered by workmen’s compen-
sation are the economic loss and medical expenses resulting from -
injuries in connexion with employment.® The national laws of
various countries make a more or less rigid distinction between
two classes of employment injuries, namely, ‘injuries by accidents’
and ‘injuries by diseases’.4.

The term ‘accident’ has been rarely defined, the laws merely
connecting it with the victim’s work. Accident, however, has
certain characteristics, the most important of which are fortuity,
suddenness, violence, externality and bedily injury.® The

1 1.LO., I O and Social Insurance, p 30.

2 Up to 1946, the wage imit was Rs. 300 per month. In the Work-
men’s Compensation Acts of Cochin, Mysore and Travancore, the limit is
still Rs. 300 per month

8 TLO, Approaches to Social Secunty, p 36

4 There are three systems by which legislation in regard to compensation
for occupational diseases is brought into force. These are ‘(a) that of admat-
ting that all diseases may be of occupational ongin, and of bringing them
mdiscriminately within the framework of a general sickness and invahdity
insurance scheme; (b) that of admitting that occupational diseases are
to be regarded as an occupational risk similar to the accident risk, and of
compensating them in accordance with the gencral principle of the national
legislation for industrial accidents; and (c) that of admitling that occu-
pational diseases constitute an occupational nisk sui generts, and ot providing
compensation for these by means of special legislation.” The second system
has been adopted in the majority of countrics including India  (I.LO.,
Workmen’s Compensation for Occupational Discases, pp. 15-19).

5 L.L O, Compensation for Industrial Accidents, pp. 117-21. A theore-
tical definition of accident is ‘any organic or functional injury to the health
as well as any physical modification due to an exterior, sudden and violent
cause arising out of, and in course of, work and causing either death or abso-

lute, or partial, permanent or temporary incapacity of work’.—IL.O,
Compensation for Occupational Diseases, p. 5.



58 SOCIAL INSURANCE FOR INDUSTRIAL WORKERS

national laws do not make the employer liable to pay com-
pensation for accidents and injuries under certain circumstances,
to gross negligence or imprudence on the employee’s part, etc.
The Indian Act, for example, provides that the employer is not
liable to pay compensation in respect of any injury, not resulting
in death, caused by an accident which is directly attributable to
influence of drink or drugs, wilful disobedience to an express order
or rule relating to industrial safety  and wilful removal or disregard
of any safety guard or similar device.

The other class of risks covered by the laws of workmen’s com-
pensation is of ‘injuries by diseases’. Industrial accidents and
occupational diseases both form parts of employment injuries,
and it has been found difficult to make a distinction between the
two. An attempt to distinguish an accident from a disease has
been made by experts on the following lines.? Injuries produced
gradually or by an accumulation of effects or forces acting during
long periods or by numerous repetitions, etc., cannot be regarded
as injuries by accident, but are in general to be qualifiedas diseases.
Generally, the notion of an accident implies something fortuitous,
a hazard, while that of a disease covers all the ordinary injuries;
the cause of an accident must be external and must act suddenly,
while that of a disease is internal and arises gradually; an accident
is caused violently, while the disease develops smoothly; lastly
injury by accident must be due to a material event, while disease
is not characterized by any event. In spite of these distinguishing
features, the question of the relation between accident and disease
becomes still more complicated on account of the existence of a
number of ‘health risks’, which refer to something between acci-
dent and disease—risks such as employment of toxic, unhealthy
conditions in factories, excessive strain, etc.?

To define the term ‘occupational disease’ was found as difficult
as to define the term ‘accident’.® 1In case of accidents, however,
the interpretation of the term has been left to the competence of
the law courts or of legal pundits. On the other hand, in case of
occupational diseases, a more concrete method, the method of
double schedule, has been used. This method shows in one column
the disease and toxic substances in respect of which compensation
shall be paid, and in the other the industries, or processes in which
the diseases or substances enumerated may give rise to pathological
disorders of a special nature entitling the worker a priori to

liLo, Compensation for Industrial Accidents, pp 122-24. See the
1L.0., Explanatory Report on Workmen’s Compensation (Occupational
Diseases) Convention, 1925.

2 The case of hernia has been cited to prove the difficulty of distinguishing
accident from disease.—Compensation for Industrvial Accidents, p. 124,

For a detailed discussion on ‘definition of occupational disease’, see

LL.O., Workmen's Compensation for Occupational Disease, pp. 4-12 and
pp. 63-5.



WORKMEN’'S COMPENSATION 59

compensation.! The classic legislative provision on these lines was
first embodied in the British Act of 1906, which contained a list
of diseases, chiefly industrial poisonings, and opposite each diseasc,
the occupation, the exercise of which was conclusively dcemcd to
cause the disease. If the disease was not contracted in the
corresponding occupation, then the woiker had to prove
that the disease was caused by his work.? India, which has
closely followed the British legislation on various subjects,
has adopted the same provisions in respect of occupational
diseases. The principle of the double schedule has also been
accepted by the International Labour Conference in the two Con-
ventions (Nos. 18 and 42) on occupational diseases. The Recom-
mendation on the subject, namely, Workmen’s Compensation
(Occupational Diseases) Recommendation, 1925, (No. 24), merely
advises the adoption of a simple procedure by which the list of
diseases considered occupational in the national legislation may be
revised. The provisions of the Havana Code also strike a similar
note. The Code recommends that national laws should provide
for compensation for all diseases; however, where compensation
1s not provided for all occupational diseases, (a) the schedule of
Convention No. 42 should be followed, and (b) compensation
should be provided for other occupational diseases, which are of
importance in the country concerned.

Difficulty is often felt in establishing the presumption of occu-
pationalorigin of a disease. The method often used in this respect
1s to fix a minimum period of employment in some specificd occu-
pations (1n which industrial disease may be caused). The Income
Security Recommendation states that in fixing this minimum
period (as also the maximum period during which the presumption
of occupational origin will remain valid after leaving the employ-
ment), regard should be had to the length of time required for the
contraction and manifestation of the diseasc. The Indian Act
divides the diseases (along with the occupationt) into two parts,
A and B, and provides that if a workman employed in any employ-
ment specified in Part A contractsany occupational discase peculiar
to that employment, or if a workman, whilst in the service of an
employment in whose service he has becen employed for a conti-
nuous period of not less than six months in any employment speci-
fied in Part B, contracts any discase peculiar to that cmployment,
the discase will be considered as an accident arising out of, and in
course of, cmployment.

Another method, adopted to include occupational discases
among employment injuries, is to describe the risk simply as that
of physical injury met with during the work, and this definition
comes to include any disease which, in the case considcred, is
proved to have originated in the work, whether suddenly or

1 I.L.O., International Labour Code, p. 313n,
1L0, Approaches to Social Security, p. 38.
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industrial conditions in India,? There are a number of occupa-
tional diseases, which have vet to find a place in the schedule.
The I.L.O.’s Correspondence Committee on Industrial Hygiene
adopted some resolutions® in 1935-6 requesting the consideration
of the possibility of including the following occupational diseases:
() occupational diseases of the skin, produced by the action of
(a) cements, (b) mineral oils, (c) turpentine and its substitutes,
(d) varnishes and lacquers, (e) alkalis with caustic or irritant acid,
(f) poisonous woods and (g) persulphate or perborate of ammo-
nium ; (ii) asbestos, with or without pulmonary tuberculosis;
(iii) poisoning by carbon bisulphade or manganese, and ulcera-
tion due to chrome or arsenical compounds; (iv) skin infections
due to chrome; (v) miners’ nystagnus; and (vi) poisoning by
nitrous fumes. The Committee or Commission may examine the
possibility of including these and similar other diseases in the
schedule® or of having separate laws for the important diseases.
Mere extension of the schedule, however, will not solve the
problem in India, because the difficulty also lies in lack of medical
experts and proper administration.® These aspects of the prob-
lem will be taken up later, when a study of the administration
of the Act will be made.

Cash Benefits The principle of occupational risk imposes on
the employer the responsibility of repairing the economic loss
entailed by industrial accidents upon the victims or their depen-
dents.® This economic loss generally consists of two main fac-
tors: the total or partial loss of earnings, of expenditure incurted
on account of medical and surgical treatment, drugs, appliances
and funeral cost. The rate of cash bhenefit must take into
account these factors.

! The Bhore Committee have recommended an inquiry by the Government
of India into the prevalence of occupational diseases = After this inquiry,
an exhaustive list of occupational diseases should be prepared and all such
diseases should be made notifiable by Statute The Factories Act, 1948,
makes such a provision of notifying occupational diseases The Bhore
Committee have also recommended the estabhishment of Departments of
Industrial Medicine for the study of occupational diseases '

%2 L.L 0., International Labour Code, pp 600-3.

3 B P Adarkar suggested the inclusion of industrial dermatitis and
various forms of cellulitis and bursitis —Report on Health Insurance for
Industrial Workers, p. 216n.

¢ Some countries such as Australia, Great Britain, New Zealand and
the Union of South Africa, have separate silicosis:legislation — Workmen's
Compensation for Occupational Diseases, Part IV, pp 267-314

8 Labour Investigation Commuttee, Main Report, p 387

51LO0., Compensation for Industrial Accidents, p 181. One of the
guiding principles 1n the Income Security Recommendation, 1944, 1s:
‘Benefits should replace lost earnings, with due regard to family responsibi-
lities, upto as bigh a level as is practicable without impairing the will to
resume work where resumption 1s a possibility and with outlying charges on
the productive groups so heavy that output and employment are checked.’
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(a) Scales of Benefit. The Workmen’s Compensation (Minimum
Scale) Recommendation, 1925 lays down rates of minimum scale
of benefits for incapacity for work resulting from employment
injury, or for death resulting from such an injury. The minimum
rates of compensation for incapacity resulting from the injury
are as follows:

(i) In the case of permanent total incapacity, a periodical
payment equivalent to two-thirds of the workman’s annual
earnings.

(ii) In case of permanent partial incapacity, a proportion
of the periodical payment due in the event of permanent total
incapacity, calculated in reference to the reduction of earning
power caused by the injury.

(iii) In case of temporary total incapacity, a daily or weekly
payment equivalent to two-thirds of the workman’s basic
earnings as calculated for purpose of compensation.

(iv) In case of temporary partial incapacity, a proportion
of the daily or weekly payment payable in the case of temporary
total incapacity, calculated in reference to the reduction of
earning power caused by the injury.

(v} In case of death—where compensation is paid by means
of periodical payments, the maximum total of the yearly sum
payable to all the dependents should not be less than the capi-
talized value of periodical payments equivalent to two-thirds of
the deceased’s annual earnings.

The Recommendation also provides for additional compensation
in the event of incapacity involving constant attendance; this
compensation is not to be less than half the amount payable in
the case of permanent total incapacity.

These same rates have been recommended by the Inter-American
Social Insurance Code (Havana Code). The Income Security
Recommendation, 1944, also lays down that compensation for
employment injuries should not be less than two-thirds of the
wages lost, or estimated to have been lost, as the result of the
injury. The Recommendation, however, further requires that
long-term compensation should be adjusted currently to changes
in the wages of the class of workers to which the insured person
belonged.

The Indian Workmen’s Compensation Act awards the following
rates of cash benefits for incapacity.
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INDIAN WORKMEN’S COMPENSATION

1. For death, permanent total disablement and temporary
(partial or total) disablement (Schedule IV of the Act)

Amount of compensation for  Half-monthly

Monthly wages of Death Permanent payment as
the workman total dis- compensation
injured ablement for temporary
disablement

For ADULTS

More than But not more than

Rs. Rs. Rs. Rs. Rs. as.

. 10 500 700 Half of
monthly wages

10 15 550 770 5 0
15 18 600 840 6 0
18 21 630 882 70
21 24 720 1,008 8 0
24 27 810 1,134 8 8
27 30 900 1,260 9 0
30 35 1,050 1,470 9 8
35 40 1,200 1,680 10 0
40 45 1,350 1,890 11 4
45 50 1,500 2,100 12 8
50 60 1,800 2,520 15 0
60 70 2,100 2,940 17 8
70 80 2,400 3,360 20 0O
80 100 3,000 4,200 95 0

100 200 3,500 4,900 30 ‘O

200 300 4,000 5,600 30 0

300 .. 4,500 6,300 30 0

For MiINORs: 200 1,200 of half of

monthly wages
subject to a
maximum of Rs. 30.

The Indian Act in thisrespect follows generally the international
standards. In schedule No. 1 it specifies certain injuries and
lays down the corresponding degree of incapacity as percentages
of loss of earning capacity. This schedule is as follows :
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II. For Permanent Partial Incapacity

(a) Injuries deemed to vesult in permanent partial disablement
under the Indian Workmen's Compensation Act (Sections

2 (1) & (4).}
Percentage of
Injury loss of earnings
capacity

Loss of right arm above or at the elbow .. 70
Loss of left arm above or at the elbow .. 60
Loss of right arm below the elbow .. 60
Loss of leg at or above the knee . 60
Loss of left arm below the elbow .. 50
Loss of leg below the knee .. 50
Permanent total loss of hearing .. 50
Loss of one eye .. 30
Loss of one thumb .. 25
Loss of all toes of one foot . 20
Loss of one phalanx of thumb .. 10
Loss of index finger .. 10
Loss of great toe .. 10
Loss of any finger other than index finger .. 5

In the case of any injury specified in the above schedule, the
injured workman is to get such percentage of the compensation
which would have been payable in the case of permanent total
disablement as is specified therein as being the percentage of the
loss of earning capacity caused by that injury. In the case of an
mjury not specified 1n the above schedule, the injured workman
is to get such percentage of the compensation payable in the case
of permanent total disablement as is proportionate to the loss of
earning capacity permanently caused by the injury.

Under the Employees’ State Insurance Act, provision has been
made for disablement benefit and dependents’ beneﬁt for victims
of occupational injuries and dependents respectively.?

(b) Form of Cash Benefit. The victums of occupational accidents
or their dependents may receive benefit either in the form of
periodical payments (pensions if permanent, allowances 1if tem-
porary), or in the form of a lump sum or capital amount paid once
and for all. 3 However, the payment of benefit in the form of a

1 Complete and permanent loss of the use of any limb or member
referred to in this Schedule shall be deemed to be the equivalent
of the loss of that limb or member.

2 The rates of these benefits are given in Chapter VIIL.

8 [LO. I.LLO and Social Insurance, p. 31.
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lump sum has been considered defective because the sum is
quickly spent by inexperienced beneficiaries, and the lump sum
is usually fixed without reference to the injured person’s age.
The Workmen’s Compensation (Accidents) Convention, 1925,
clearly lays down: ‘The compensation payable to the injured
workman, or his dependents, where permanent incapacity or
death results from the injury shall be paid in the form of periodical
payments, provided that it may be wholly or partially paid in a
lump sum, if the competent authority is satisfied that it will be
properly utilized.” The Workmen’s Compensation (Minimum
Scale) Recommendation, 1925, recommends periodical payments?!
and further states: “Where compensation is paid in a lump sum,
the sum should not be less than the capitalized value of the periodi-
cal payment which would be payable. The Havana Code recom-
mends daily or weekly payments in case of temporary incapa-
city, and pension in case of permanent incapacity or death.
‘Nevertheless, in special cases, the pension may be commuted to a
lump sum if the competent authority to which the case had been
referred considers that the proper utilization of the lump sum, in
conformity with the purposes of social insurance, will be secured.’
According to the Income Security Recommendation, 1944, com-
pensation for employment injuries should take the form of periodi-
cal payments, except in cases in which the competent authority
is satisfied that the payment of a lump sum will be more advanta-
geous to the beneficiary.

The Indian Workmen’s Compensation Act, in contrast to the
general tendency of paying pensions, provides for lump sum pay-
ment in case of permanent disablement or death and for pension
in case of temporary disablement. Even in the case of pension,
provision has been made to commute half-monthly payments into
a lump sum. The Employees’ State Insurance Act removes this
defect and provides for periodical payments.

(c) Waiting Period. Though the idea of waiting pericd seems
to be in contradiction with the principle of occupational risk,
which requires that compensation should begin from the moment
the loss occurs, a waiting period is considered desirable to dis-
courage malingering and to reduce the burden caused by pay-
ment of compensation for minor accidents.? Most of the national
laws fix a waiting period of three to ten days. The Workmen's
Compensation (Accidents) Convention, 1925, lays down that the
compensation should be paid not later than as from the fifth day
after the accident. According to the Havana Code, which re-
commends pension only in case of temporary incapacity, the
injured workman should be entitled to a daily or weekly payment
as from the day following that on which the accident occurred.
The Income Security Recommendation, 1944 considers a long

1L O., I.L.O. and Social Insurance, p. 32.
* ibid., p. 32.



WORKMEN'S COMPENSATION 67

waiting period undesirable and recommends that considera-
tion should be given to the possibility of paying compensation
from the first day of temporary incapacity 1if the incapacity lasts
longer than the waiting period. The Recommendation (No. 74)
concerning Minimum Standards of Social Policy in Dependent
Territories (Supplementary Provisions), rccommends a normal
waiting period of five days, but if the incapacity lasts for more
than four weeks, compensation should be payable as from the
first day of incapacity.

The Indian Workmen’s Compensation Act, which provides
pensions only in case of temporary disability, fixes a waiting
period of seven days. The Employees’ State Insurance Act on
the other hand does not provide tor any waiting period in respect
of compensation for employment injury. In Mysore also, half-
monthly payments in the case of temporary disablement are
payable from the date of accident, provided the disablemcnt ex-
ceeds seven days. The abolition of a waiting period has been re-
commended by the Bhore Committee also.

(d) Dependents. National schemes usually make a distinction
between two classes of dependents entitled to compensation: the
first class always includes the consort (widoew or widower) and the
deceased person’s children belcw a certain age (usually fixed at
15, 16, or 18 years), while the second class usually includes the
grandchildren, brothers and sisters, and ascendants of the deceased
person. The second class is required to show proof of their econo-
nic dependence in application of the principle of need. The
Workmen’s Compensation (Minimum Scale) Recommendation,
1925, defines the following persons as dependents: (a) deceased’s
husband or wife; (b) deceased’s children under eighteen years
of age, or above the age, if, by reason of physical or mental infirmity,
they are incapable of earning; (c) deceased’s ascendants (parents
or grandparents), provided they are without means of subsistencs
and dependent on the deceased, or the deceased was under the
obligation to contribute towards their maintenance; (d) de-
ceased’s grandchildren and brothers and sisters if below eighteen
vears of age, or above that age if, by reason of physical or mental
mfirmity they are incapable of earning, and if they are orphans,
or if their parents, though still living, are incapable of providing
for them. The Havana Code includes all these persons as depen-
dents and also adds ‘any unmarried woman with whom the
deceased has cohabited as man and wife, and any 1llegitimate
children, the conditions of recognition and of cconcmic dependency
being determined by national legislation’. According to the
Income Security Recommendation, survivors’ compensation
should be paid (a) to the widow of an insured person; (b) for the
children (until the age of 18, or 21 if the child is continuing his
general or vocational education), step-children, adopted children
and, subject to their previousregistration asdependents, illegitimate
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children of an insured man or of an insured woman who supported
the children; and (c) under conditions to be defined by national
laws to an unmarried woman with whom the deceased cohabited.

Under the Indian Workmen’s Compensation Act, ‘dependent’
is defined as ‘any of the following relatives of a deceased workman,
namely: (a) a widow, a minor legitimate son, and unmarried
legitimate daughter, or a widowed mother; and, (b) if wholly
or in part dependent on the earnings of the workman at the time

"of his death, a widower, a parent other than a widowed mother,
a minor illegitimate son, an unmarried illegitimate daughter, a
daughter, legitimate or illegitimate, if married and a minor or, if
widowed, a minor brother, an unmarried or widowed sister, a
widowed daughter-in-law, a minor child of a deceased son, a minor
child of a deceased daughter where no parent of the child is alive,
or, where no parent of the workman is alive, a paternal grand-
parent’. This definition shows that class (b) dependents, unlike
those of class (a) must prove their dependency on the deceased.
The Employees’ State Insurance Act accepts this same definition.

After defining the dependents, the national schemes are faced
with the problem of distribution of the compensation to be awarded
to survivors for death due to employment injury. Most national
schemes provide that the aggregate amount of compensation to be
divided among all the survivors, whatever their number, their
relationship, or their degree of economic dependence, may not
exceed a certain limit expressed as a fraction of the deceased
person’s earnings when compensation takes the form of a pension
or as multiple of such earnings when 1t takes the form of a lump
sum. The Workmen’s Compensation (Minimum Scale) Recom-
mendation and the Havana Code fix the mimmmum aggregate
amount of compensation to be paid to dependents as follows:
(a) where compensation is paid by means of periodical payments,
the maximum total of the yearly sum payable to all dependents
should not be less than two-thirds of the deceased’s annual earn-
ings; and (b) where compensation is paid in a lump sum, this
maximum sum should not be less than the capitalized value of
periodical payments equivalent to two-thirds of the deceastd’s
annual earnings.

Under the Indian Workmen’s Compensation Act, the Commis-
sioner is fully authorized to apportion among the dependents
the amount of compensation in such proportion as he thinks fit.

(e) Additional Compensation. The Workmen’'s Compensation
(Accidents) Convention, 1925, recommends additional compen-
sation in cases where the injury results in incapacity of such a
nature that the injured workman must have the constant help of
another person. The Workmen’s Compensation (Minimum Scale)
Recommendation, 1925, goes further and recommends that the
additional compensation should not be less than half the amount
payablein the case of permanent totalincapacity.
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The Indian Workmen’s Compensation Act makes no provision
for additional compensation in the event of incapacity involving
constant attendance.

Benefits tn Kind. Benefits in kind, provided by various
national laws, take various forms, such as medical, surgical and
pharmaceutical aid; artificial limbs and surgical appliances;
vocational re-education; and rehabilitation. According to the
Workmen’s Compensation (Accidents) Convention, 1925, the in-
jured workmen are to be entitled to medical aid and tosuch surgical
and pharmaceutical aid as is recognized to be necessary in conse-
quence of accidents. The cost of such aid is to be defrayed
either by the employer, by accident insurance institutions, or by
sickness or invalidity insurance nstitutions. The Convention
further recommends for injured workmen the supply and normal
renewal, by the emplover or insurer, of such artificial limbs and
surgical appliances as are recognized to be necessary: provided
that national laws or regulations may allow in exceptional circum-
stances the supply and renewal of such artificial limbs and appli-
ances to be replaced by the award to the injured workman of a
sum representing the probable cost of the supply and renewal of
such appliances, this sum to be decided at the time when the
amount of compensation is settled or revised. The Workmen'’s
Compensation (Minimum Scale) Recommendation advocates the
provision of vocational re-education of injured workmen. The
Havana Code recommends, for the purpose of restoring as quickly
and fully as possible the earning capacity of injured workmen, the
following benefits m kind: (a) medical and surgical aid;
(b) supply of medicines; (c) orthopaedic and prosthetic assist-
ance; (d) vocational rehabilitation; and (e) facilities for treat-
ment 1n hospitals and other establishments specialising in accident
and orthopaedics. The Income Security Recommendation of
1944 does not specify any specific benefit in kind, except the re-
commendation that a person who becomes permanently incapa-
citated should be expected to resume employment in any occupa-
tion which may reasonably be indicated for him, having regard
to his remaining strength and ability, his previous experience,
and any facilities for training available to him. In 1944, however,
the International Labour Conference adopted another Recom-
mendation, which provides for medical care for the entire popula-
tion through social insurance and assistance, or through a publc
medical care service.

The Indian Workmen’s Compensation Act provides merely for
compensation and not for restoration or prevention. The medical
aspect has been completely neglected. The Employees’ State
Insurance Act, which provides for compensation for employment
injury to perennial factory workers, also makes provision for
medical benefit.
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Guarantees. The necessity of some guarantee against the
insolvency of the person liable to pay compensation is often felt
by insurance schemes. In India, for example, in case of small
employers, the injured worker or his dependents often fail to get
compensation, though it might have been awarded to them.!

The various guarantee systems, devised by national laws, may
be reduced to four as follows:? (a) The victim’s claim or that
of his dependents ranks as a prior charge on the assets of the
employer or insurer; (b) the employer deposits with the state
tund security in the form of mortgage stocks and shares, cash, etc.,
sufficient in amount to ensure the payment of the total compen-
sation for which he may be liable in respect of accidents occurring
in his undertaking; (c) a guarantee fund administrated by the
State and constituted by a direct or indirect tax on employers as a
whole or on insured employers; and (d) compulsory insurance
of employers, either with a national fund administered by the
State, or with private insurance companies or mutual association
supervised by the State. The Workmen’s Compensation (Acci-
dents) Convention, 1925, considered all these alternatives but
merely recommended that the national laws or regulations, should
make such provision as, having regard to national circumstances,
1s deemed most suitable for ensuring in all circumstances, in the
event of the mnsolvency of the employer or insurer, the payment
of compensation to workmen who suffer personal injury due to
industrial accidents, or 1n case of death, to their dependents.
The Havana Code 1s more specific when it advocates compulsory
insurance of employer’s liability for occupational risks as the only
method of guaranteeing permanently the payment of cash benefits,
and an adequate and economical organization of benefits in kind.
In the absence of compulsory insurance the Code recommends that

! The following extracts from the Annual Notes on the Working of the
Workmen's Compensation Act may prove this statement: (1) 1934 Note :
‘It is reported from Bengal that claims are often tenable against small manu-
facturing firms which are unable to pay the compensation required within
the statutory period. In such cases, compromise 1s often the only way in
which the employee can obtain any payment’ (u) 1935 Note: ‘Both
Bengal and Bombay refer to actual cases of the kind mentioned 1n last year’s
report, where claims are tenable against small firms which are unable to
pay the compensation required within the statutory period. In Bombay,
awards for compensation against the proprietor of an unlicensed fireworks
factory could not be enforced by dependents of workmen killed in an explo-
sion, as the proprietor was without resources. In Bengal, one factory
against which an award was made had previously been closed and in another
case the workshop was removed elsewhere and could not be traced. Where
small firms are practically without resources, the employee must sometimes
compromise in order to recover any part of the award given him.’ (ii1) 1938
Note: ‘In Bengal, Madras and Bombay difficulties were experienced 1n
recovering decretal amounts in some cases because the judgement-debtors
erther had hardly any means to satisfy the decrees or were prone to adopt
unscrupulous ways and nfeans for avoiding payment as long as possible.

2 1.L.O., I1.L.O. and Social Insurance, p. 42.
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the employers who have not chosen to insure against their liability
for industrial accident with an insurance institution, approved and
supervised by the public authorities, on behalf of all persons
employed by them, should be required to contribute to a guarantee
fund which would undertake the payment of benefits in case of
the insolvency of any uninsured employer.

The Indian Workmen’s Compensation Act makes some provi-
sions regarding guarantee against the insolvency of the employer.
Important provisions are briefly as follows: (i) if an employer who
is insured in respect of any liability under the Workmen’s Com-
pensation Act goes insolvent, the liability is transferred to the
insurer ; and (ii) the amount due in respect of any compensation
is to be included among the debts which under section 49 of the
Presidency Towns Insolvency Act, 1909, or under section 61 of
the Provincial Insolvency Act, 1920, or under section 230 of
the Indian Companics Act, 1913, are in the distribution of the
property of an insolvent or in the distribution of the assets of a
company being wound up to be paid in priority to all other debts.
However, in India, insurance of the liabilities under the Work-
men’s Compensation Act is purely voluntary and though there
has been an increasing tendency on the part of the employers
to insure,! there is no statutory guarantee against an insolvent
employer, who is not insured. This method of insurance will be
studied later, when the various agencies, which help the workers
in securing compensation, will be reviewed.

The Emplovees’ State Insurance Act accepts the principle of
insurance and thus is an improvement on the Indian Workmen’s

1 The following extracts, taken from Awunual Notes on the Working of the
Workmen's Compensation Act, are relevant in this respect, (1) 1926 Note -
‘In Bengal and Bombay the larger employers of labour are msuring their
habilities to an increasing extent with isuring companies and this has faci-
litated to a considerable extent the settlement of claims under the Act, as
the insurance companies have shown a special anxiety not to contest claims
unless they have clear and strong grounds for doing so.” (n) 1927 Note
‘The Calcutta Claims Bureau, representing the majority of insurance com-
panies settled numerous bona fide claims without hitigation and with prompt-
ness and care. The Bombay Report refers to the systematic co-operation
on the part of the Bombay Bureau and a large number of insurance com-
panies representing the employers.” (1) 1932 Note : ‘The number of claims
settled through imsurance companies in Bombay was 275, that 1s about 45
per cent of the total number as against 50 per cent in 1931. The Commus-
sioner observes that insurance companies as a rule contest only cases involv-
g questions of law or principle, and considers that insurance benefits all
concerned.” (iv) 1936 Note: ‘The Calcutta Claims Bureau which handles
the claims from almost all insured labour 1n Bengal continued to render
assistance in the settlement of claims. Other insurance companies such as
the New India Assurance Co., Ltd., and the Hukumchand Insurance Co., Ltd ,
which are not members of the Calcutta Claims Bureau, also worked satis-
factorily. In Bombay, the working of the Act was greatly facilitated by
insurance companies who represented the employers 1n about §8 per cent
of the cases. The majority of contested cases were bandled by two claims
agencies
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Compensation Act in matters of guaranteeing the benefits to
workers.

Settlement of Disputes. The International Labour Conference
adopted a special Recommendation concerning jurisdiction in
disputes on workmen’s compensation. This Workmen’s Com-
pensation (Jurisdiction) Recommendation of 1925 lays down the
principle that disputes relating to workmen’s compensation should
preferably be dealt with by a special court or board of arbitration,
comprising, with or without the addition of regular judges, an
equal number of employers’ and workmen’s representatives.
However, the Recommendation further lays down that where
disputes relating to workmen’s compensation are dealt with by the
ordinary courts of law, such courts should be required, on the
request of either of the parties concerned, to hear employers” and
workmen’s representatives as experts in any case where the dispute
involves a question of an occupational character,and in particular,
the question of the degree of incapacity for work. The Havana
Code also recommends similar provisions and further adds that the
courts which deal with disputes concerning workmen’s compen-
sation should hear the opinion of a medical committee consisting
of medical specialists competent to assess the incapacity caused
by the different injuries.

The principles mentioned above have been overlooked m India,
where the competent judicial authority is the Workmen's Com-
pensation Commissioner, appointed by the Provincial Government
to administer the Workmen’s Compensaticn Act. He has all the
powersof a civilcourt. Workers’ and employers’ representation on
the body competent to settle disputesis absent. The Employees’
State Insurance Courts, to be constituted under the Employees’
State Insurance Act to decide claims and settle disputes, also
lack workers’ and employers’ representation.

Equality of Treatment for National and Foreign Workers. The
International Labour Conference adopted in1926 a Convention and
a Recommendation to make provision for equality of treatment for
national and foreign workers asregards workmen’s compensatipn for
accidents. The Equality of Treatment (Accident Compensation)
Convention asks each member, which ratifies this Convention, to
grant the nationals of any other ratifying member, who suffer
personal injury due to industrial accidents happening 1n its terri-
tory, or to their dependents, the same treatment in respect of
workmen’s compensation as it grants to its own nationals. This
equality of treatment is to be guaranteed without any condition as
to residence. This is one of the two social security Conventions
which India has ratified. In India the protection afforded to
foreign workers is equality de jure. The Indian Workmen’s
Compensation Act covers all workers, coming within its scope,’
without reference to their nationality or residence. The Equality

1 Sce pp. 56-70
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of Treatment (Accident Compensation) Recommendation, 1925,
deals with measures which are calculated to facilitate the appli-
cation of the principle advocated in the Convention; these facili-
ties relate to payment of such compensation, ensuring the observ-
ance of the conditions governing such payment, proceedings in the
competent courts of law, any advantage in respect of exemption
of duties and taxes, free issue of official documents or other privi-
leges granted by law, etc.

Administration. For administration, the Act makes provision
for the appointment of ‘Commissioners for Workmen’s Com-
pensation’. Through these Commissioners the Act is admini-
stered on a local basis. Except in Bombay, where the Commis-
sioner has been appointed for more important areas, the appoint-
ment of special Commissioners for the administration of the Act
seems to be practically absent. In Bengal, Bihar and Madras,
Labour Commissioners act as the ex officio Workmen’s Compen-
sation Commissioners, while in other states, either District
Magistrates or District and Sessions Judges perform the duties
expected from the Commissioners for Workmen’s Compensation

Mere ﬁrovisions appointing the Commissioners and guaranteeing
the workers’ right to compensation against accidents are of little
use, unless they are properly and adequately enforced. It has:
been observed that a bad law administered well often proves better
than a good law badly administered. There is no unanimous
opinion about the success of the Workmen’s Compensation Act
in India. The Royal Commission on Labour 1n India have paid
a tribute to the smooth working and success of the Act and have
thought that the comparative measure of this success is due to the
extreme precision of the Act and to the special machinery set up
for its administration.! B. P. Adarkar, on the other hand, is
of the opinion that the administration and operation of the Act
has been a comparative failure.?. The Labour Investigation
Committee also think that the working of the Act leaves much to
be desired, especially in small establishments and mofussil areas
where attempts are commonly made to avoid payment of com-
pensation to the workers by one means or another. The inquiries
made by the Bihar Labour Enquiry Cominittee also revealed that
the full benefits of the Act were not being enjoyed by workers in
many concerns.

Prior to the passing of the Workmen’s Compensation Act, con-
siderable doubt was felt regarding the possibility of an Act of this
kind working smoothly in India. ‘The migratory habits of the
workers, their general illiteracy and the paucity of medical men,
give rise to difficulties that are absent in the Western countries
on which legislation of this type is necessarily modelled, and the

1 Report of the Royal Commission on Labows tn India, PP 295-6.

2 Report on Health Insurance for Industiial Workeis, Appendix XXVI,
p. 214,
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distinctive features of the Act designed to meet these difficulties
were admittedly experimental in character. Further, Acts ol
this kind have been associated in some other countries with exten-
sive litigation, and there was an obvious danger that this weak-
ness would appear in India.’! All these defects seem to have
persisted and very few attempts have been made to remove them.?
Added to these defects are many other evils, such as failure to
enforce the Act adequately, inability to pay compensation in case
of small employers with limited resources, fear of victimization and
lack of any legal aid to workers. Some of these defects have been
already discussed in the previous sections. The defects and the
-emedies suggested toremove them may be briefly stated as follows. ®

Defects Remedies suggested
Non-payment of compen- (i) In case of employers, who are able
sation awarded to to pay but who evade payment,
workers proper enforcement of the Act.

(ii) In case of employers, who are un-
able to pay, introduction of insur-
ance principle.

Illiteracy and ignorance (1) Proper display of the abstract of
of the workers of the Act and also giving a copy ot
the law the abstract to each worker.

(ii) Assistance by trade unions, Factory
Inspectors and ¢ven by employers
in the dissemination of the know-
ledge of the provisions of the Act.

(i1i) Periodical educative meetings by
the Labour Welfare Officers.

Fear of victimization (i) Provision of standing orders.

(ii) Proper enforcement of laws prohi-
biting victimization.

1 Note on the Working of the Workmen’s Compensation Act for the year
1924-25, p. 2.

The rg93o Note on the working of the Act says: ‘ Though the Act is
becoming more widely known among workers, there are still certain factors
which retardthe full attainment of the objects underlying its enactment. Thus,
1t is recorded in the Central Provinces Report that the Commissioners of
Nagpur, Saugor, Hoshangabad and East Berar report that the workmen are
still as a class i1gnorant of the extent of their rights under the Act. The
Burma report records that there 1s still a tendency among some employers,
especially small employers, to evade their obligations, while the Punjab
report mentions a greater tendency on the part of the workers to accept
whatever amount is offered to them by their employers. This isattributed
to the desire to avoid prolonged proceedings before Commissioners, and
in the case of minor accidents toanxiety to retain services with the employers.
The Bombay Report records that litigation connected with claims under
the Workmen’s Compensation Act was during 1930 on a more extensive
scale than 1n any of the previous years.’

3 See the Tablular statement on pp 74-5 For details of these defects
and also for remedies suggested, see B P. Adarkar’s Report on Health
Insurance for Industrial Workers, Appendix XXVI, p 214, and Labour
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Defects Remedies suggested
(i) Costly and dilatory (i) Evolving a simple and speedy pro-
litigation cedure.
(ii) Lack of legal aid to  (ii) Not saddling the judicial autho-
the worker. rities with a lot of work; preferably

the appointment of special Work-
men’s Compensation Commission-
ers.

(iif) Assistance by Claims Agencies, FFac-
tory Inspectors and trade unions.

(iv) Free legal advice at the cost of the
State.

The Bhore Committee received representations, that cases
under the Act have a tendency to drag on in some states in
which Compensation Courts sit only twice a year, and that the
amount of compensation sanctioned in certain cases is inadequate,
for instance, a sum of Rs. 900 for the loss of a right arm. The
Bhore Committee believe that there is a case for simplification of
the procedure laid down 1n the Act.?

The success of the administration of the Workmen’s Compen-
sation Act primarily depends upon the organization through which
the compensation is paid. In India, many of the big employers
have recognized the principle of insurance and have insured their
liabilities under the Act with insurance companies. This action
on the part of the employers has facilitated to a considerable extent
the settlement of claims under the Act, as the insurance companies
have shown a special anxiety not to contest claims unless they
have clear and strong grounds for doing so.? In Bombay and
Bengal, claims bureaux have been successfully working on behalf
of insured employers for the last so many years.

The principle of insurance may be applied in one of the following
ways:® (a) insurance companies and mutual insurance associa-
tions; (b) State establishment of a mutual fund with which any
employer can insure his risk; or (c¢) control by the State of the
premium rates charged by Companies. Of these three methods,
the second, i.e., State Mutual Fund, is gaining ground as the most
appropriate type of carrier of accident risks. Its justification is
(a) necessity of compulsory insurance; (b) lack of commercial
Investigation Committee, Main Report, pp 51-2 and 376-7. See also the
Annual Notes on the Working of the Indian Workinen's Compensation Act.
There are some more minor defects such as difficulties arising 1 disposing
of claims promptly because the relatives of deceased workmen could not
be traced.

1 Report of the Health Survey and Development Commuttee, Vol. I, p 7.
1926 Note on the working of the Act. See also 1932 and 1936 Notes.

3 X L O, Approaches to Social Security, p 24
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insurance; and (c) the inability of some (especially small) em-
ployers to find an insurance company. The advantages of a State
Mutual Fund are: (a) attainment of objectives unattainable
by private insurance companies; (b) automatic insurance;
(c) guarantee of payment of admitted claims; (d) economy in
administration ; (e) elimination of friction between claimant and
his employer; and (f) co-operation of employer, employce and the
State. In India, insurance is not compulsory under the Work-
men’s Compensation Act, with the result that only some employers,
mostly big undertakings, have insured against the liabilities.?
Compulsory insurance as a remedy to this defect has been sug-
gested to the Labour Investigation Committee by some states’
Governments and most of the big employers’ organizations like
the Bombay Millowners’ Association, the Indian Jute Mills Asso-
ciation and the Indian Engineering Association. However, as we
have seen above, the best method is to establish a State mutual
fund, which insures employers against the risk of ¢mployment
injury. The Employees’ State Insurance Act adopts this method.

The success of the administration of the Act also depends upon
the co-operation of the various agencies—the State, the employers
and the employees. The Factory Inspectors,as the representatives
of the State, may assist the workers to get their legitimate benefits
under the Act.2  The employers and their Labour Welfare Officers,
instead of unnecessarily contesting all cases, may take a liberal and
sympathetic view and admit all legitimate claims of the injured
workers.® The greatest responsibility in this field of compen-
sation is upon employees and their organizations. The Annwual
Notes on the Working of the Act make mention of some workers’
organizations, which assisted the workers in getting compensation
under the Act.* The most notable organization in this field is the

1 The Labour Investigation Committee have observed, ‘ The majority
of the bigger concerns insure their liability for payment of workmen’s com-
pensation and some others have their funds to meet these liabilities. The
Millowners’ Association, Bombay, has 1ts Millowners’ Mutual Insurance
Association. It 1s generally the small employers who do not insure. The
number of cases where workmen have not been able to secure compehsation
due to the insolvency of the employers s fairly large." Man Report,p 53.

2 TFor illustrations, see 1927 and 1930 Notes on the working of the Act.

3 The annual Notes onthe Working of the Act give a number of examples
of the generosity of employers in the award of compensation, cven in cases
where 1t was not legally admissible. See Notes fo1 the years 1930, 1931, 1932,
1934 and 1936

4 The annual Notes on the Working of the Act mention the following
trade unions, assisting the workers to get compensation: Ahmedabad
Textile Labour Association, Ambernath Labour Union. B B. & CI. Railway
Employees’ Association, Bengal Mariners’ Umion, Calcutta Port Trust
Employees’ Association, Indian Seamen’s Association (Calcutta), National
Seamen’s Union (Bombay), and Press Employees’ Association (Bengal).
The Notes also mention some other workers’ organizations, specially founded
for assisting workers to get compensation, such as the Kharagpur Claims
Bureau, (Bengal) Workers’ Claims Bureau, (Bombay) Workmen’s Clayms
Bureau and Bombay Claims Agency.
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Ahmedabad Textile Labpur Association, which takes up gratis
cases not only for members, but also for other workers. Thecextent
of the assistance rendered by the Ahmedabad Textile Labour
Association can be seen from the following figures, which 8how for
some years thenumber of compensation cases handled, the number
of cases for which compensation was obtained and the amount of
compensation paid in these cases.

AHMEDABAD TEXTILE LABOUR ASSOCIATION

Workmen’s Compensation Cases!

No. of cases  No. of cases for Amount of
Year handled which compen- compensation
sation was paid paid
Rs.
1935 .. * 184 18,445
1936 .. 200 146 29,930
1937 .. 214 * 21,915
1938 .. 188 * 19,776
1940 .. 119 99 >
1941 .. 138 95 16,817
1942 . 174 * *
1943 .. 138 71 20,230

«Figures not available.

Generally, however, it can be said that only a few unions assist
their members in getting compensation under the Act. Anaverage
trade union, with unsound finances, rarely takes up this work.
The failure of the administration of the Indian Workmen's
Compensation Act is particularly marked in cases of occupational
disease. Under the Act, the injured workman is entitled to com-
pensation in case of either industrial accidents or occupational
discases. In practice, however, the Act seems to apply only in
case of industrial accidents and very few cases of occupational
diseases are compensated for. The following table prepared from
the facts and figures given in the Annwual Notes on the Working of
the Workmen’s Compensation Act, may prove this statement:

1 Statistics taken from Annual Notes on the Working of the Workmen's
Compensation Act, 1923.
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COMPENSATION FOR OCCUPATIONAL DISEASES

Cases for  Compen-

Year which com-  sation Remarks
pensation paid
was paid
Rs.
1927 1 2,730  This case was of lead poisoning

in Bengal. In addition, cases
of lead colic, plumbism and lead
poisoning were noticed in Burma
mines.

1928 14 6,983  This compensation was paid for
3 cases of lead poisoning in
Bengal. In addition, there
were minor cases.

1929 15 2,730 For one case of lcad poisoning
in Bengal.
7,313  For 14 cases in Burma.

1930 . .. One case of lead poisoning was
disallowed.

1931 2,310  Case oflead poisoning in Bengal.

1932 1 * Of the two cases of lead poison-
ing in Bengal one was rejected.

1933 b) * Three cases in Delhi and one
each in Bombay and Bengal—
all of lead poisoning.

1934 3 * Two cases in Burma and onc in
Bengal, all the three of lead
poisoning.

1935 1 * The case was of compressetl-air
illness in Bombay.

1936 7 6,355 In all there were 8 cases (3 in
Bengal,onein Delhi, 3in Burma
and one in Bombay), all of lead
poisoning.

1937 7 4,644 This compensation was only for
6 cases, though there were 8
cases (b in Delhi and one each
in Bengal and Bihar), all of
lead poisoning.

—

*Figures not available.
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Cases for  Compen-

Year which com-  sation Remarks
pensation paid
was paid
1938 3 3,106 Two cases in Delhi and one in

Bihar, all of lead poisoning.
1939 and 1940*

1941 1 * Lead poisoning to a S.I. Railway
employee.

* Figures not available.

This table shows that very few occupational diseases are
compensated for; almost all the cases of occupational diseases
are of lead poisoning ; some cases of lead colic and plumbism were
noticed in early years, while only one case of compressed-air
illness was discovered (in Bombay in 1935); and the amount
of compensation was inadequate and a number of cases were left
uncompensated.

Workmen's Compensation Statistics. Under section 16 of the
Indian Workmen’s Compensation Act, the State Governments are
empowered to ask for returns from employers in prescribed forms.
The returns which are thus obtained by the State Governments
relate to (a) number of cases and compensation paid; (b) proceed-
ings before the Commissioner of Workmen’s Compensation; and
(c) registration of agreements. The Central Government collects
these annual returns, summarizes them in a consolidated note and
publishes them under the title Workmen’s Compensation Statistics:

"ogether with a Note on the Working of the Wovrkmen’s Compensa-
tion Act, 1923.1 The statistics collected from these returns are
often inadequate.? However, they give a general trend of the
progress in the field of accidents and compensation paid for them.
The following table is compiled from the statistics furnished by the

Annual Notes and the Workmen's Compensation Statistics :

1 These Statistics and Notes have been published regularly for the

years 1924 and 1938, 1n small annual brochures  The data for 1939 and 1940
are not available, while those for subsequent years (till 1946) havc been
published 1n the Indian Labour Gazette.

2 The 1926 Note, for cxample, states, The figuies 1n Statement 1 do not
cover all the classes of workmen who ale protected by the Act; but they inclu-
de the more important classcs, namely workers 1n factories, mines and docks
and on railways and tramways; the number of claims that could be put
forward by the other classes to which the Act applies is comparatively small.
The other statements cover all compensation proceedings.” The 1926 Nofe
also states, ‘ In most provinces returns were not received from some of the
employers and in spite of the attempts made to prevent nustakes in the
preparation of this return by the addition of foot-notes many of the returns
submitted are far from being accurate.” These complaints of inaccuracy
and madequacy are made even 1n recent years; for example, the statistics
of 1943 cxclude the Bombay data, those for 1944 exclude the Bombay and
Madras figures, while in 1946 no figures from the Punjab could be had.
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CHAPTER IV

SICKNESS INSURANCE

INTERNATIONAL LABOUR CONVENTIONS
AND RECOMMENDATIONS

THE tenth Session of the International Labour Conference
(Geneva, 1927) adopted two Conventions and one Recommendation
concerning sickness insurance. These Conventions and Recom-
mendations, which are the only international regulations relating
solely to the problems of sickness insurance are:! (i) Sickness
Insurance (Industry, etc.) Convention (No. 24) concerning sickness
insurance for workers in industry and commerce, and domestic
servants; (ii) Sickness Insurance (Agriculture) Convention
(No. 25) concerning sickness insurance for agricultural workers;
and (iii) Sickness Insurance Recommendation (No. 29) concerning
the general principles of sickness insurance.

India has not ratified either of the Conventions; in fact the
Employees’ State Insurance Act, 1948 proposes to be the first
enactment in this field of sickness insurance.

Another International Recommendation, which partly concerns
sickness insurance, is the Income Security Recommendation
(No. 67), 1944. The first contingency covered by this Recom-
mendation is sickness, which means ‘loss of earnings due to absten-
tion from work necessitated on medical grounds by an acute con-
dition, due to disease or injury, requiring medical treatment or
supervision’. The Inter-American Social Insurance Code (Havana
Code) recommends that every country should establish and main-
tain sickness insurance legislation based on the principle of com-
pulsory insurance.

The I.L.O. Conventions of 1927 first raised the problem of sick-
ness insurance in India, as the question of their ratification had
to be considered by the Central Legislature, which subsequently
decided in 1928 not to ratify them. Since then, the problem has
occasionally come up for discussion, but no appreciable progress
was achieved, till B. P. Adarkar, an Officer on Special Duty, ap-
pointed by the Government of India to draft a health insurance
scheme, submitted his Report on Health Insurance for Industrial
Workers in 1944.2 The Adarkar scheme was considered by the

1 There 15 also the Sickness Insurance (Sea) Convention, 1936, which
apphes to seafarers Sec Chapter VII.

For an excellent summary of the history of health insurance proposals
i India for the period 1927-44, see B P. Adarkar’s above-mentioned
Report (Appendix VIT, pp 163-4) Sece also Appendices VIII to X for the
various schemes suggested by the Royal Commussion on Labour in India,
the Labour Department of the Government of India, and the Bombay
Textile Labour Enquiry Committee  Appendix XT1s a Note by Mr Thomas,
former Superintendent of Insurance, who gives some suggestions on sickness
insurance.
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Tripartite Labour Conference in October 1944 and later by the
Standing Labour Committee in March 1945. It was further
examined by two experts, Messrs Stack and Rao, from the Inter-
national Labour Office, who suggested certain important modifi-
cations particularly as regards the extension of the scope of insur-
ance provisions.! Based upon these suggestions, the Government
of India modified the original health insurance scheme of B. P.
Adarkar and published ‘a Unified Scheme of Social Security,
to cover Health Insurance, Maternity Benefit and Employment
Injury’.? The Employees’ State Insurance Act, 1948 embodies the
provisions enunciated in the Unified Scheme.?

The Act covers the three risks—sickness, maternity and employ-
ment injury. In the previous two chapters, which studied the
latter two risks, various provisions of the Act came up for
occasional reference in a study of insurance, either against
maternity or accidents. The primary risk covered by the Act,
however, is sickness, which is defined as ‘a condition which requires
medical treatment and attendance and necessitates abstenticn
from work on medical grounds’. In this chapter, relevant pro-
visions of the Act have been studied in the light of internationally
approved standards.

Scope. Limitations relating to the scope of sickness insurance
provisions mainly arise from two factors: (i) those arising out of
the occasional or temporary character of employment, and
(ii) those arising out of the personal qualifications of workers.*
Under the first category are included occasional employment or
employment of a casual nature, subsidiary employment and tem-
porary employment (including seasonal employment). Under the
second category come the age-limits, the wage-limits, working
capacity and political and civil conditions. The International
Convention (No. 24) concerning sickness insurance lays down that
‘the compulsory insurance system shall apply to manual and
non-manual workers, including apprentices, employed by indus-
trial undertakings, out-workers and domestic workers’. The
Convention, however, allows certain exceptions, such as tem-
porary, casual, occasional or subsidiary employment, workers
earning more than a specified income limit, workers not paid in
cash, outworkers, workers below or above specified age-limits
and members of the employer’s family. The Recommendation

1 For the suggestions of these two experts see Indian Labour Gazette,
April 1945, pp. 329-39.

2 Indian Labour Gazette, June 1945, pp 395-401.

8 Tor ‘ Statement of Objects and Reasons * of the Bill, see Indian Labowr
Gazgette, December 1946, pp. 226-7.

4 For a detailed study of the various limitations in these two categories,
see I. L O, Compulsory Sickn-ss Insurance (Studies and Reports, Series
M. No. 6), pp 42-55.
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(No. 29) concerning the general principles of sickness insurance
appears to have a wider scope; it says, ‘sickness insurance should
include, within its scope, without discrimination as to age or sex,
every person who performs work by way of his occupation and
under a contract of service or apprenticeship’. The Havana Code
also extends the application of compulsory sickness insurance to
all employed and self-employed persons, including agricultural
workers as soon as the conditions, prevailing in the rural areas of
each country, allow. Under the Income Security Recommenda-
tion, social insurance should afford protection to all employed and
self-employed persons, in respect of whom it is practicable
(a) to collect contributions without incurring disproportionate
administrative expenditure; and (b) to pay benefits with the
necessary co-operation of medical and employment services and
with due precautions against abuse.

In contrast to these internationally approved provisions, the
scope envisaged in the Employees’ State Insurance Act appears
to be very narrow. The Act provides for compulsory insurance of
persons employed for remuneration in or about perennial factories
(as defined in clause 2(j) of the Factories Act, 1934) by or on behalf
of the owner for the purposes of his trade or business. The term
‘employee’ includes an outworker and also a worker employed by a
contractor in connexion with work of a perennial factory; it
excludes, however, any member of the nation’s naval, military
or air forces, and any person employed on remuneration which
in the aggregate exceeds Rs. 400 per month. The Act thus
excludes all non-factory employees and even among the factory
employees all those working in seasonal factories, and those,
manual or non-manual, getting more than Rs. 400 a month. As
for the other exceptions allowed by the Convention, though the
Act does not explicitly lay them down, its provisions indirectly
provide for most of them. For example, the condition of quali-
fying period for cash benefit excludes casual workers. Unpaid
apprentices are excluded, because the Act covers only persons
employed for remuneration. The age-limit, Jaid down, by the
Factories Act, for entrance into a factory, automatically becomes
the lower age-limit in the Act, while the age at which a worker re-
tires mainly because of old age can be said to be the upper age-limit.

Cash Benefits. The insurance institutions in granting bene-
fits may follow two alternative policies :! (i) grant of cash bene-
fits so that the insured person may himself obtain the goods and
services he requires; and (ii) organizing the provision of whatever
1s needed by the insured. Neither of these policies is exclusively
followed by the sickness insurance law, but the recent tendency
is to attach more importance to benefits in kind than to benefits in
cash. The Indian Act provides for both ‘sickness cash benefit’ and
‘medical benefit’.

1 I. L O, Compulsory Sickness Insurance, PP- 169-70
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The value of a system of cash benefits depends chiefly on three
factors: the conditions on which benefit is granted, the amount
of benefit and the period of benefit.!

(a) Conditions of Payment. The first natural condition is that
the insured person must be unable to continue carrying on his
occupation owing to sickness. The Convention lays down that an
insured person who is rendered incapable of work by reason of the
abnormal state of his bodily or mental health shall be entitled to
a cash benefit. The Havana Code details the ‘right to benefit’
in the same terms. The Income Security Recommendation allows
sickness benefits for ‘loss of earnings due to abstention from work
necessitated on medical grounds by an acute condition, due to
disease or injury requiring medical treatment or supervision’.
Under the Indian Act an insured workman, ‘if certified by a duly
appointed medical practitioner to be incapable of working by
reason of sickness’, is entitled to receive sickness cash benefit.

Two other conditions relate to qualifying period and waiting
period.® According to the Convention, ‘the payment of cash
benefit may be made conditional on the insured person having
first complied with a qualifying period and, on the expiry of the
same, with a waiting period of noE more than 3 days’. The Havana
Code does not recommend either of these periods, while the Income
Security Recommendation merely says that benefit need not be
paid for the first few days of a period of sickness, but if sickness
recurs within a few months, a fresh waiting pericd should not be
imposed. The waiting ?eriod, provided by the Indian Act, is two
days—a period neither too burdensome for the sick person nor too
short to prevent abuse.® As for the qualifying pericd, the Indian
Act provides that a workman shall be qualified to receive the sick-
ness cash benefits if, during the corresponding contribution period,
weekly contributions in respect of him were payable for not less
than two-thirds of the number of weeks during which he is avail-
able for employment,subject to a minimum of twelve contributions.
Messrs Stack and Rao considered that the high rate of labour
turnover in industrial undertakings in India necessitates laying
down of a qualifying period in order to winnow out from the
scheme persons who are not identified with industry andrely on
factory employment only as a casual means of earning a living.
The provision of qualifying period also keeps the cost within
acceptable limits. The ‘period of protection’ provides that even
after passing out of insurance, a person may retain his rights for a
relatively short period.# There is no provision of protective period

11.L. 0, I L.O. and Social Insurance, p. 48.

For raison d’etre of these ‘ periods’, see I. L. O., Compulsory Sickness
Insurance.
31 L O, I. L. O. and Social Insurance, p. 49. This remark by the
I. L. O. is for the period of 3 days.
‘1L o, Compulsory Sickness Insurance, p. 181.



86 SOCIAL INSURANCE FOR INDUSTRIAL WORKERS

in the Indian Act except in case of medical benefit.! However,
the arrangement of contribution periods and corresponding benefit
periods itself assures a protective period for the duration of the
benefit period after a person ceases to be an employee under the
Act and ceases to pay contributions. The Act is also not
clear about the ‘linking-up’ rules. The only ‘linking-up’ it pro-
vides appears to be of sicknesses not separated by more than
15 days. The factory conditions in India, where insecurity of
employment is not infrequent, the absence of ‘linking-up’ rules
may debar a number of workers from getting benefits under the
scheme.

In addition to the above conditions for payment of cash benefits,
there are some other miscellaneous conditions. For example, the
patient must obey the instructions of the institution as to proce-
dure during sickness.? Under the Indian Act a person in receipt
of sickness cash benefit is (a) to remain under medical treatment
at a dispensary, hospital or other institution provided under the
law, and to carry out the instructions given by the medical officer
in charge thereof; and (b) not to do anything which might retard
or prejudice his chances of recovery, and to allow himself to be
examined by any duly appointed medical officer or sick visitor.
Then there are the residential conditions, a sick person wishing
to claim benefit must not leave the area in which medical treat-
ment provided by law 1s being given, without the permission of the
medical officer, or of such other authority as may be specified 1n this
behalf by regulations.

The Convention allows the cash benefit to be withheld partially
or wholly in the following cases : (i) where in respect of the same
illness, the insured person receives compensation from another
source to which he 1s entitled by law. The Indian Act prohibits
a person who is entitled to any of the benefits provided by the Act,
to receive any similar benefit admissible under the provisions of
any other enactment; (ii) as long as the insured person does not
by the fact of his incapacity suffer any loss of the normal product
of his labour, or is maintamed at the expense of the ihsurance
funds or from public funds. In India, sickness benefit 1s allowed
to an insured person, if he is certified by a duly appointed medical
practitioner to .be incapable of working by reason of sickness;
and (i) as long as the insured person while ill refuses, without
valid reason, to comply with the doctor’s orders. The Convention
also allows the cash benefit to be reduced or refused in the case of
sickness caused by the insurcd person’s wilful misconduct.

. (b) Amount of Benefit. The payment of cash benefit has been
‘considered as compensation for the loss of wages due to sickness.
There are, however, different conceptions as to the fixation of the
rate of the cash benefits. If the aim is to enable a sick person to

1 Vide Scction 56(3) of the Act.
2L O, Compulsory Sickness Insurance, p. 170,
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retain his social status, then the rate should be fixed with reference
to his earnings; onthe other hand, if the benefit is intended mainly
for the strict minimum subsistence during periods of inactivity,
it should be at a flat rate. Because of this divided opinion, the
Convention is silent on this point. The Recommendation, how-
ever, shows the views of the majority,! when it states that the cash
benefit should be adequate and should ordinarily be a substantial
proportion of the insured person’s wages, regard being had to his
family responsibilities. In countries, however, where the workers
have adequate facilities, of which they are accustomed to take
advantage to procure for themselves additional benefit by other
means, a uniform scale of benefit may be appropriate. The Havana
Code also prefers arate ‘fixed in relation to the normal wage which
is taken into account for purposes of compulsory insurance; it
should not be less than half such wage and should be increased in
respect of the family responsibilities of the sick person’. The
Income Security Recommendation, which studics this problem
more carefully, lays down the following three guiding principles:
(i) benefits should replace lost earnings, with duc regard to family
responsibilities, up to as high a level as practicable without impair-
ing the will to resume work where resumption is a possibility, and
without levying charges on the productive groups so heavy that
output and employment are checked; (11) benefits should be
related to previous earnings of the insured person on the basis of
which he has contributed: provided that any excess of earnings
over those prevalent among skilled workers may be ignored for the
purpose of determining the rate of benefits, or portions thereof,
financed from sources other than the contributions of the insured
person; and (ni) benefits at flat rates may be appropriate for
countries where adequate and economical facilities exist for the
population to procure additional protection by voluntaryinsurance.
Such benefits should be commensurate with the earnings of unskilled
workers. The Recommendation provides for cash benefits, in
the case of unskilled workers, at not less than 40 per cent of the
previous nct earnings of the insured person if he has no dependents,
or 60 per cent thereof if he has a dependent wife or housekeeper
for his children; for each of not more than two dependent chil-
dren, an additional 10 per cent of such earnings, less the amount
of any children’s allowances for these children, should be pavable.
In the case of workers with high carnings, the proportions of benefit
to previous earnings may be somewhat reduced. The minimum
rates suggested by the Recommendation may be regarded as a
compromise between those of the Beveridge Report, which provides
for subsistence benefits representing nearly 30 per cent of the ave-
rage male wage and about 60 per cent of the average female wage,
and those of the Wagner-Murray-Dingell Bill, which proposes

1 1.L O,1L.O0.and Social Insurance, pp. 49-50.
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a rate varying from 50 per cent to 30 per cent of the basic wage
for the lowest to the highest wage-earners respectively.?

These considerations weighed with Messrs Stack and Rao,
when they recommended that all cash benefits should be fixed at
the same percentage of the basic earnings of the beneficiary, being
neither less than 50 per cent nor more than 75 per cent of his actual
earnings. Accordingly they suggested the following scale of wage-
classes and benefits :

I A
Rs. as. Rs. as. Rs. as.  Rs. as.

I 0 8 to 1 0 0 12 0 8
IT 1 0 to 1 8 1 4 0 13
I L s e 2 4 20 14
v 2 4 to 3 8 3 0 113
v 3 8 and over 4 0 9 7

In contrast to these provisions, the rate of sickness cash benefit
inder the Employees’ State Insurance Act is fifty per cent of the
issumed average daily wages.

(c) Duration of Benefit. The main consideration in dctermining
che length of the period of benefit is that the insured person, who
falls ill, should obtain benefit until his recovery.?2 Hence though
the Convention lays down that the benefit is to be paid for at least
the first 26 weeks of incapacity, this minimum pericd is to be accept-
able only when the prolongation of coverissecured by the existence
of an invalidity insurance scheme.® The Recommendation makes
this point clear when it states that the period should be extended
from 26 weeks to one year, ‘in case of serious and chronic illness and
for insured persons who will not receive any invalidity benefit on
the expiry of their right to sickness benefit’. The Havana Code

Y110, Social Security @ Principles and Problems arising out of the War,
Part I, pp. 23-4 ‘The commonest rates of sickness benefit are 50 per cent
and 663 per cent of the basic wage, the benefit being invariable with respect
to family responsibilities or sex.’

21L0, Compulsory Sickness Insurance, p. 202.

3 LL.O., IL 0. and Social Insurance, p. 60.
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also follows the Recommendation in this respect. The Income
Security Recommendation states that the benefit should preferably
be continued until the beneficiary is fit to return to work, dies or
becomes an invalid. ‘If, however, it is considered necessary to
limit the duration of benefit, the maximum period should not be
less than 26 weeks for a single case and provision should be made
for extending the duration of benefit in the case of specified diseases
such as tuberculosis, which often involve lengthy, though curable,
sickness’.

The Indian provisions in regard to the period of cash benefit
fall far short of the international standards. B. P. Adarkar rec-
ommended a cash benefit for 90 days to a permanent worker and
for 45 days to a temporary worker. Messrs Stack and Rao recom-
mended a maximum duration of only 13 weeks, to be extended to
26 weeks if and when experience so justifies. The Indian Act still
reduced the maximum period to only eight weeks. The legal
maximum should not be generally fixed and 1t should be allowed
to vary with the period of membership of the insured, with the
age and financial stability of the fund or with the nature of sick-
ness.!

Medical Benefits. The function of restoration has slowly
gained in importance over that of compensation. Restoration of
health and working capacity necessitates the provision of medical,
surgical and pharmaceutical benefits. The Convention provides
for an insured person free medical treatment by a fully qualified
medical man, and the supply of proper and sufficient medicines
and appliances, from the commencement of his illness and at least
until the period prescribed for the grant of sickness benefit expires.
Medical benefit thus does not allow any qualifying period or even
a waiting period.? The Recommendation goes still further, when
it recommends ‘facilities for specialist services, as well as dental
treatment, and for treatment in hospital, where his family circum-
stances necessitate it or his illness requires a mode of treatment
which can only be given in hospital’. The Havana Code goes into
more details and recommends to an insured sick person, (a) treat-
ment by a duly qualified general practitioner; (b) the supply of
proper and sufficient medicines and appliances; (c) necessary
surgical operations and the service of specialists; (d) dental
treatment; (e) treatment and care in a hospital, where rendered
necessary by the nature of the illness, family circumstances, or
the conditions under which he is housed; and (f) treatment
and maintenance in sanatoria and similar establishments.

The Indian Act provides for medical treatment and attendance;
medical treatment includes medical, surgical and obstetric treat-
ment. Messrs Stack and Rao recommended special consideration
to convalescence benefit in view of the fact that the housing

iLo, Compulsory Sickness Insurance, p 203.
2 LLO, L O.and Social Insurance, p 51.
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conditions of industrial workers are often such as to preclude rest-
oration of health after seriousillness. The whole questicn of scale
and standard of medical benefit, however, is to be decided by
the State Governments, in consultation with the Employees’
State Insurance Corporation and the Medical Benefit Council.

Medical Benefits for the Insured Person’s Family. When the
family members of a worker fall ill, the worker has to incur addi-
tional expenses and hence there arose a tendency to extend medical
benefit to the worker’s family. Sickness insurance has thus become
a family matter. The Convention merely states that national
laws may authorize or prescribe the grant of medical benefit to
members of an insured person’s family living in his household and
dependent upon him, and should determine the conditions under
which such benefit shall be administered. The Recommendation
goes a step further and recommends, ‘with a view to ensuring good
conditions for the maintenance in health of the insured person and
his family, members of the insured person’s family living in his
home and dependent upon him should be furnished with medical
benefit, as and when it may be possible and practicable to do so’.
The Havana Code also recommends the provision of medical and
pharmaceutical benefits to an insured person’s family, particularly
the wife or husband and young children. The Indian Act provides
that the Employees’ State Insurance Corporation may, at the
request of the appropriate Government, subject to certain condi-
tions, extend the medical benefits to the family of the insured

erson.

P Fumeral Benefit. Funeral benefit provided by the sickness
insurance schemes is merely intended to cover the burial expense
and is not meant to meet the cost of maintaining dependents of the
deceased. The latter function is of the survivors’ insurance or the
widows’ and orphans’ pensions. The function of sickness insurance
in this field is clear from the following article of the Recommenda-
tion: ‘In countries where burial expenses are not customarily by
law, covered by some other insurance, sickness insurance institu-
tions should, on the death of an insured person, pay a benefit in
respect of the cost of decent burial; they should also be empowered
to pay such a benefit in respect of the burial expenses of the insured
person’s dependents.” Section 15(4) of the Income Security Re-
commendation, 1944, provides for a lump sum to be paid on the
death of an insured person, or of the wife, husband or dependent
child of an insured person, towards the cost of burial.

Additional Benefits. The Recommendation allows a financially
sound insurance institution to increase the scale of bene-
fits, and to prolong the benefit period. B. P. Adarkar
gives a long schedule of additional benefits, which an Indian
insurance institution may profitably follow.! The Indian Em-
ployees’ State Insurance Act provides for the enhancement of

1 Report of Health Insurance for Industvial Workers, Appendix XII, p. 171.
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certain benefits and for the extension of medical benefit to the
members of the insured person’s family, in case there is a surplus.
However besides these provisions, there is hardly any mention
of additional benefits.

Other Provistons regarding Sickness Insurance. There are other
important provisions such as the administration of the Fund,
financial resources, organization of medical services, sickness
prevention, etc. However, these are the problems common to all
branches of social insurance and hence to be faced jointly. The
second part of this book, which deals with such problems, will
include a study of all the aspects, from the viewpoints of their
effects on, and relations with, social insurance as a whole.



CHAPTER V

INVALIDITY, OLD AGE AND WIDOWS’
AND ORPHANS’ INSURANCE

International Labour Conventions and Recommendations. The
1933 session of the International Labour Conference adopted six
Conventions and one Recommendation on invalidity, old age
and widows’ and orphans’ insurance or what may be called by the
omnibus term—pension insurance. These international regula-
tions are: (i) The Old Age Insurance, (Industry, etc.) Conven-
tion, (No. 3b); (ii) The Old Age Insurance (Agriculture) Conven-
tion, (No. 36); (iii) The Invalidity Insurance (Industry, etc.)
Convention, (No. 37); (iv) The Invalidity Insurance (Agricul-
ture) Convention, (No. 38); (v) The Survivors’ Insurance (Industry,
etc.) Convention (No. 39); (vi) The Survivors’ Insurance (Agri-
culture) Convention, (No. 40); (vii) The Invalidity, Old Age and
Survivors’ Insurance Recommendation, (No. 43).

Later in 1945, the International Labour Conference adopted
one more Convention, namely, Maintenance of Migrants’ Pension
Rights Convention (No. 48) concerning the establishment of an
international scheme for the maintenance of rights under invalidity,
old age and widows’ and orphans’ insurance.

Thus each of the risks of invalidity, old age and death is the
subject of two Conventions: one for persons employed in industry
and commerce and the other for persons employed in agriculture.
The Recommendation consolidates the general principles of the
three risks.

Provident Funds, Gratuities and Pensions in India. The need
of some provision against the risks of invalidity, old age and death
in India cannot be denied. Because of the limited period of bencfit
under sickness insurance and also because of the inadequacy of
workmen'’s compensation, the necessity of some provision against
the risk of invalidity becomes urgent. The adult worker needs
some insurance against old age, because his labour power, which
has been utilized from the tender age of twelve, gets exhausted
prematurely, leaving to him the only alternative of starvation.
The inadequacy of wages and indebtedness do not permit an
industrial worker to save for the future and on his death his widow
and orphans are often left unattended and uncared for.

Some enlightened employers have attempted to solve this prob-
lem by means of the system of provident funds, gratuities and
pensions ; however, these attempts are few and far between.!

1 For details of these systems see (i) Proceedings of the Thivd Conference
of Labour Ministers (Bulletin No. 73 of Indian Industries and Labour),
pp. 80-3; (i) IL.O, Problems. of Social Security, pp 33-8; and
(iri) Labour Investigation Committee, Main Report, pp. 360-1. The various
ad hoc survey reports of the Labour Investigation Committee also give the
details of the provident fund systems in different industries.
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The defects briefly are that the schemes are not liberal; and the
employer has a predominant control over the granting of benefits.
Often provident funds, gratuities and pensions are payable only to
‘deserving’ employees and the sole judge of the deservedness is the
employer himself. The conditions laid down for eligibility by the
worker for getting the employer’s contributions are often severe;
the Labour Investigation Committee observed that in almost all
cases, the worker must have served for at least fi{teen years (or
more in some cases), and to the entire satisfaction of the employer
before he is eligible to reccive the employer’s contribution to the
provident fund. Lastly, a large number of workers, who are
in real need of some insurance in old age, are excluded from the
benefits; workers who are not secure in their employment and
workers who earn less than the lower income limit (usually placed
between Rs. 20 and Rs. 30 per month) are excluded from the scope
of the fund.

The Provident Funds Act, 1925, which applies to railway and
Government provident funds, lays down rules for the protection
of compulsory deposits and the repayment of sumsstanding to the
credit of a subscriber, with deductions therefrom, where he has
incurred liabilities to the Government or raillway administration,
has been dismissed for any of a number of specified reasons, or has
resigned employment within five years of entering it.?

Most of the provident funds are contributory and voluntary.
The rates of employce’s contribution vary, ranging between 5 and
124 per cent of his wages. In a large number of cases, the rate
is either 6} or 8% per cent. The employer contributes an equal
amount, placing the whole sum to the credit of the employee,
who also gets the benefit of the interest on the total amount. To
be entitled to the full amount contributed by the employer, the
worker must put in approved service for a minimum specified
period (usually fifteen years). Some of the funds grant a part of
employer’s contributions (in graded proportion), if the employee
has to leave the service because of no fault of his own.

The Indian Income Tax Act, 1922, grants exemption from taxa-
tion to provident funds, which satis{y certain conditions laid down
by the Act. Such a fund, consisting of the total amount accruing
from the employer’s and employee’s contributions and interest
thereon, must be vested in two or more trustces or in an official
trustee in a trust which is irrevocable except with the consent of
all the beneficiaries. The employee is to contribute a definite
fraction of his earnings and the employer’s contribution is to be
credited to the employee’s account at least once a year. The
accumulated balance to the credit of the employee must be paid
to him when he leaves his employment after a specified period’s
approved service. In any case, the employee is entitled to claim

! LLO., Problems of Social Security, (Report I, Asian Regional Labour
Conference, 1947), pp. 33-4.
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his own contributions and the interest thereon. Most of the
provident funds are recognized, though not registered. The Labour
Investigation Committee are of the opinion that all provident
funds should be compulsorily registered and treated as trusts.

Coal Mines Provident Fund Scheme. As an illustration of the
ﬂ'ovident fund system prevalent in India, some details of the Coal

ines Provident Fund Scheme, set up under the Coal Mines Provi-
dent Fund and Bonus Schemes Act, 1948 may be given. This
scheme applies to all coal mines in West Bengal, Bihar, Madhya
Pradesh and Orissa and is administered by a Board of Trustees,
consisting of representatives of the Government, colliery owners
and coal miners. Contributions are to be payable in respect
of every member, employed directly or indirectly in any coal mine
covered by this scheme at the prescribed rates. Separate rates
are laid down for monthly-rated employees, and ‘other’ employees.
The monthly-rated employees have been divided into fourteen wage
groups and the member’s monthly contribution varies from 10 as.
for the lowest wage group to Rs. 15 for the highest wage group.
In the case of other employees, those who get up to Re. 1 per week
are excluded from the scope of the scheme and the rest are divided
into seven wage groups. A member’s weekly contribution varies
from 2 as. for the lowest wage group to 12 as. for the highest wage
group. In all cases, the employer contributes an amount equal to
the employee’s contribution. Contributions are payable by affix-
ing stamps in the contribution cards of the members. An account
is opened in the name of each member and therein his contributions,
the contributions made by his employer and interest on these
contributions are to be credited. A member is allowed to withdraw
the full amount standing to his credit in the Fund: (a) on per-
manent retirement from service after attaining the age of 50 years,
provided that if at the time of the withdrawal he has not completed
five years as a member of the Fund, the employer’s contribution
and interest thereon is to be forfeited to the Fund; or (b) onretire-
ment on account of permanent and total incapacity for work in
the coalfields due to bodily or mental infirmity. In certain other
cases, withdrawal of the amount standing to a member’s credit is
allowed, but in such cases, the employer’s contribution and interest
thereon is forfeited to the Fund, if the period of membership is
less than 10 years.

Workers’ Provident Fund Bill, 1948.! The Provident Funds
Act, 1925 is not applicable to workers employed in factories or
labourers in industrial establishments such as house-building,
quarrying, docks and other such establishments. No doubt under
section 58B(1) of the Income Tax Act, 1922, the Commissioner of
Income-tax may accord recognition to any provident fund which,

1 For the Statement of Objects and Reasons of this Bill, which was in-
troduced by Mr R. K. Sidhwa in the Constituent Assembly (Legislative)
on 11 February 1948, see Indian Labour Gasette, April 1948, p. 704.
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in his opinion, satisfies the condition prescribed in section 58C
and the rules made thereunder. However, the first move under
section 58B(1) to obtain recognition of a provident fund, for em-
ployees in factories and in other industrial establishmrents, should
be made by the employer; and rarely does an employer take the
initiative in this respect. The Workers’ Provident Fund Bill,
1948, therefore, was introduced in the Assembly by a non-official
member to make it compulsory for every employer in industrial
concerns to establish provident funds for the betterment of his
cmployees and their families. This Bill was later withdrawn on
an assurance that Government would introduce a comprehensive
Bill in 1950, after considering all aspects in the matter.

Gratuities. Gratuity schemes are in operation in very few
concerns. The rate of gratuity generally paid is half a month’s
wage for every complete year of approved service. Often this
rate is progressively reduced if the period of service is less than
twenty years. The lower limit is placed usually at ten or fifteen
years and gratuity is not paid unless the worker puts in approved
service for this minimum period. The gratuity is sometimes
awarded to employees, who are not eligible for the provident fund.

Pensions. Pensions are rarer still, and wherever they exist,
they are granted entirely at the discretion of the employer, and
the amount is small and often arbitrary.

It will thus be seen that the provision against old age or death
of the breadwinner in India is often inadequate and mostly ill-
planned. In this respect, the Labour Investigation Committee
rightly observed that ‘the whole problem of provision against old
age or death of the breadwinner legitimately falls within the
sphere of social security and it is a matter for consideration whether
either the initiation or management of schemes of provident fund,
gratuities and pensions should be left to employers themselves.’!

SCOPE OF INTERNATIONAL REGULATIONS

Risks Covered. Pension insurance covers the three risks namely,
invalidity, old age and death of breadwinner. However, the risks
of invalidity and death of breadwinner (as also the risk of sickness),
if due to an employment injury, are, by legislative practice resting
on a long tradition, distinguished from the corresponding contin-
gencies due to other causes.? The employer is made directly
liable for these risks, which are then covered by legislation relating
to workmen’s compensation for industrial accidents and occupa-
tional diseases.

An idea of the contingencies, which are covered by pension
insurance, can be had from the general guiding principles, enun-
ciated in the Income Security Recommendation, 1944. Accord-

1 Tabour Investigation Committee, Main Report, p. 360.

2 1.L 0., Social Securi ty (Report IV (1), 26th Session of International Labour
Conference), Part I, p. 5.
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ing to this Recommendation invalidity benefit should be paid in
case of inability to engage in any substantially gainful work by
reason of a chronic condition, due to disease or injury, or by reason
of the loss of a member or function; old age benefit should be paid
on attainment of a prescribed age, which should be that at which
persons commonly become incapable of efficient work, the incidence
of sickness and 1nvalidity becomes heavy, and unemployment, if
present, is likely to be permanent; and survivors’ bencfits should
be paid on account of loss of support presumably suffered by the
dependents as the result of the death of the head of the family.

Persons Covered. The Pension Insurance (Industry, etc.) Con-
ventions of 1933 apply to ‘manual and non-manual workers, includ-
ing apprentices, employed in industrial or commercial undertakings
or 1n the liberal professions, and for outworkers and domestic
servants’. The Recommendation on the subject goes a step fur-
ther and recommends inclusion, irrespective of age, sex or nation-
ality of every person who is ordinarily cngaged in employment for
remuneration and, where economic, social and administrative
conditions permit, also of a person of small means working on his
own account in industry, commerce and agriculture. The Havana
Code recommends the coverage of all employed persons, including
agricultural workers as soon as the conditions prevailing in the
rural areas of each country allow. ‘The scope of compulsory
insurance should also comprise persons working on their account
whose 1ncome is not such that they may reasonably be expected to
make their own provision against invalidity, old age and death.’
Compulsory pension 1nsurance for the small independent worker
is advocated because of the mnadequacy of his earnings and his
inability to save. There are, however, grave obstacles to the reali-
zation of such a scheme, for it is difficult to determine earnings or
income, to collect contributions and to verify the materialisation
of the 1isk of invalidity.?

The Conventions, however, provide a long list of exceptions
which the national laws or regulations may make, 1f decemed neces-
sary. These exceptions, just as in case of sickness insurance,
relate to upper income-hmit, age-hmits, remuneration, outworkers,
members of employer’s famly, etc. The Recommendation on the
subject, though it recommends inclusion, irrespective of age, sex or
nationality, of all persons employed for remuncration, allows
certain exceptions by means ot fixation of mmimum and maximum
age-limits for entry into insurance and of maximum wage-limit.

NATURE OF RISKS
Invalidity.? Invalidity as covcred by insurance is usually taken

1 I L O, Compulsory Pension Insurance (Studies & Reports, Senes M,
No. 10), pp 12, 24 and 120-3

For the conception of incapacity and also tor the evaluation of perma-
uent incapacity under invalidity insurance schemes, see Chapter I, pp 14-15.
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to mean incapacity to earn a living by labour or in the case of
schemes applying to special categories of workers (salaried em-
ployees, miners, etc.) incapacity to exercise a specified occupation.!
The two Invalidity Conventions (Nos. 37 and 38) guarantee an
invalidity pension to any insured person ‘who becomes generally
incapacitated for work and thereby unable to earn an appreciable
remuneration’. The Conventions, however, emphasize the prin-
ciple of occupational incapacity (instead of that oi general inca-
pacity) when they state that ‘in the case of special schemes of non-
manual workers, an insured person who suffers from incapacity
which renders him unable to earn an appreciable remuneration
in the occupationin which he was ordinarily engaged or in a similar
occupation shall be entitled to an invalidity pensicn’. The Re-
commendation on the subject lays down more strict conditions
particularly with regard to the minimum degree of incapacity.?
It awards a pension ‘to an insured person who by reason of sickness
or infirmity is unable to earn an appreciable remuneration by
work suited to his strength and ability and his training;
remuneration which is less than one-third of the ordinary remune-
ration of a fit worker of similar training and cxperience should
not be deemed to be appreciable’. The Recommendation tco
stresses the principle of occupational risk, when 1t prescribes that
‘reduction of capacity for work should be assessed solely with
reference to the occupation hitherto followed or to a similar occu-
pation’. The Havana Code, in its definition of invalidity, also
follows the International Labour Conventions and Recommen-
dation on invalidity insurance. The Income Security Recom-
mendation too entitles an insured person to the right to benefit, if,
by invalidity, he is unable ‘to earn by ordinary effort as much as
one-third of the normal earnings 1n his previous occupation of able-
bodied persons having the same training’. Thus it seems that all
these regulations follow the classic German formula, according to
which invalidity is regarded as present if the claimant has lost as
much as two-thirds of his earning capacity.?

Old Age. Old age is considered either as entithng the worker
concerned to repose or as justifying the presumption of incapacity
to work.# From the social insurance standpoint, old age is con-
sidered as a special case of invalidity.® ‘It is the age at which
unemployment, if it occurs, is likely to be permanent, and invali-
dity becomes so prevalent that to prove it in individual cases is
superfluous’. It is the age at which a person is presumed to be
incapable of work and hence he is entitled to retire, after proving

1iLo , I L O. and Social Insurance, p. 65
2 L.L.O., Compulsory Pension Insurance, p. 16

1L 0., Social Security (Report IV(1), 26th Session of the International
Labour Conference, 1944), Part I, p. 7

‘1L0, Compulsory Pension Insurance, p 15.
5 1.L.0., Social Securiiy (Report IV(1l) 26th Session, 1944), Part I, p. 8
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his inability to earn his living. One of the problems in old age
pensions is to fix this age. A review of national laws shows that
the most common age-limit for men is 65 and there is an increasing
tendency to set the minimum age for women at 60.! In addition
to this variation on account of sex, the variation is also caused
by the extent of hazard of the occupation pursued. In some
countries, miners can claim pensions at the age of 60 or even 55,
provided they have been employed on mining work for 25 or 380
years.2 The two Old Age Insurance Conventions allow national
laws and regulations to fix an age at which an insured person shall
be entitled to an old age pension, but lay down that in the case
of insurance schemes of employed persons, the age shall not exceed
sixty-five. The Recommendation, however, expresses the desir-
ability of lowering the age-limit to 60, ‘as a means of relieving the
labour market and for ensuring rest for the aged’, and ‘in so far as
the demographic, economic and financial situation of the country
permits and, if necessary, by stages’. The Income Security Re-
commendation, 1944, is more definite on this point and in the light
of the conditions observed earlier in this paragraph, fixes the
minimum age ‘at not more than 65 in the case of men and 60 in
the case of women; provided that a lower age may be fixed for
persons who have worked for many years in arduous or unhealthy
occupations’.: The Havana Code places the limit ‘at the age of
sixty-five at latest’ but recommends its reduction assoon as possible
to sixty years for the same reasons as given above by the Pension
Insurance Recommendation. This Recommendation and the
Havana Code further recommend that insured persons who have
for a certain number of years been engaged in a particularly
arduous or unhealthy occupation (or who have been employed
in an unhealthy region) should be entitled to claim a pension at a
less advanced age than workers in other occupations. In India
there is no compulsory system of old age pensions and hence no
age-limit is fixed. Because of low wages, indebtedness and in-
security of employment, an Indian worker has little provision
against old age, with the result that very often old persons, poor
in health and vitality have to work in factories to earn their living,
till competition in the labour market or invalidity or death compels
them to terminate their employment. The Labour Investigation
Committee have found it ‘distressing that a worker who has toiled for
20 to 30 years in a factory should become destitute in his old age’.?

Death. Widows’ and orphans’ insurance undertakes to com-
pensate tosome extent for the economic consequences of the death

1 1L 0., Soctal Security (Report IV (1) 26th Session, 1944), Part I, p.8.
Owing to permanent unemployment of a large number of workers, the pen-
sionable age has been a subject of debate in several countries.—I1.L.O.,
Compulsory Pension Insurance, p. 16.

2 1.L.O., I.L 0. and Social Insurance, p. 56.

8 Main Report, p. 378. ‘There is seldom any upper limit. Workers drag

on even beyond the age of 65 and retire voluntarily, or are discharged
mostly without earning pensions.’
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of the breadwinner.! The Income Security Recommendation,
1944, also states: ‘The contingency for which survivors’ benefit
should be paid is the loss of support presumably suffered by the
dependents as the result of the death of the head of the family’.
The contingency is thus practically defined by determining the
survivors or the dependents to whom benefits are to be paid.
According to the Conventions, the survivors’ pensions should be
conferred ‘on widows who have not remarried and the children
of a deceased, insured or pensioned person’. The Income Security
Recommendation lays down that ‘survivers’ benefits should be
paid: (a) to the widow of an insured man; (b) for the children,
stepchildren, adopted children and, subject to their previous
registration as dependents, illegitimate children of an insured
man or of an insured woman who supported the children; and
(c) under conditions to be defined by national laws, to an un-
married woman with whom the deceased cohabited’. The Havana
Code includes among the persons entitled to survivors’ pensions,
any unmarried woman with whom the deceased has cohabited
as man and wife, and any illegitimate children, the conditions of
recognition and of economic dependency being determined by
national legislation’. All the regulations thus broadly include the
widow and children as principal beneficiaries and hence the sur-
vivors’ insurance divides itself into two parts as widows’ pensions
and orphans’ pensions.

The granting of a widow’s pension is often subject to certain
conditions as regards age, incapacity to earn, or family responsi-
bilities which show that she was actually dependent on the insured
person and is unable to maintain herself.? The Survivors’ Insur-
ance Conventions allow restriction of the right to a widow’s pension
(a) to widows who are above a prescribed age or are invalid;
(these provisions, however, are not to apply in the case of special
schemes for non-manual workers); and (b) in cases where the
marriage has lasted for a prescribed period and was contracted
before the insured or pensioned person had reached a prescribed
age or become invalid. The Recommendation on the subject is
broader in scope: ‘If a pensioner or insured person dies after
completing the qualifying period and leaves a widow, the widow
should be entitled to a pension as long as she does not remarry.
If, however, the award of the pensicn is subject to the fulfilment
of other conditions, pensions should nevertheless be awarded to
widows unable to earn their living by reason of age or invalidity,
and to widows with a dependent child who is of school age or who,
being under the age of seventeen, is continuing his general or voca-
tional education.” The Recommendation also awards a pension
to an invalid widower, who by reason of his invalidity was depen-
dent on an insured woman who died after completing the qualifying

1 1L.0., I.L 0. and Social Insurance, pp. 70-1.
? ibid., pp. 70-1.



100 SOCIAL INSURANCE FOR INDUSTRIAL WORKERS

period. All these three provisions embodied in the Recommen-
dation have been copied by the Havana Code. According to the
Income Security Recommendation, ‘widow’s benefit should be
paid to a widow who has in her care a child for whom child’s benefit
is payable or who, at her husband’s death or later, is an invalid or
has attained the minimum age at which old age benefit may be
claimed’.

Regarding orphans, the Conventions lay down, ‘Any child who
has not reached a prescribed age which shall not be less than
fourteen shall be entitled to a pension in respect of the death of
either parent : provided that the right to pension in respect of the
death of an insured or pensioned mother may either be made con-
ditional upon her having been a widow at the time of her death’.
Lastly, the Conventions allow the national laws or regulations to
determine the cases in which a child other than a legitimate
child shall be entitled to a pension. The Recommendation widens
the scope by providing that the pension of every child of school
age who was dependent on a pensioner or insured person, who
died after completing the qualifying period, should continue to be
paid until the age of 17, if the child is continuing his general or
vocational education and even beyond this age if the child cannot
because of infirmity earn his living. This same provision occurs
in the Havana Code, which further provides pensions for un-
married partners and illegitimate children. The Income Security
Recommendation, which takes note of the current tendency
towards including, not only stepchildren, but also adopted and
legally recognized illegitimate children, also subscribes to another
tendency of raising the age up to which children are deemed to be
dependent. The Recommendation provides that child’s benefits
should be paid for a child who 1s under the school-leaving age,
or who is under the age of 18 and is continuing his general or voca-
tional education.

CONDITIONS OF BENEFIT

Qualifying Period. The purpose of a qualifying period may be
either to prevent persons from becoming insured by obtaining
employment for the sole purpose of receiving a pension at an early
date, or to establish some degree of proportion between benefits
and contributions.! The purpose of the qualifying period in old
age insurance is slightly different from that in insurance against
invalidity or death. ‘In the former case the object is to relate
benefit to the amount contributed; in the latter it is to exclude
from insurance persons whose sole aim is to obtain benefit in the
immediate future by adopting or pretending to adopt an insurable
occupation.’? Whatever may be the purpose, all the Pension

1 1L.0., I.L 0. and Social Insurance, p- 73 See also the provision of the
Pension Insurance Recommendation, cited below. .

21Lo0, Compulsory Pension Insurance, p. 11.
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Insurance Conventions have a provision to the effect that ‘the
right to a pension may be made conditional upon the completion
of a qualifying period, which may involve the payment of a mini-
mum number of contributions since entry into insurance, and
during a period immediately preceding the happening of the event
insured against’. The Pension Insurance Recommendation
further suggests that this qualifying period ‘should be restricted
to a contribution period which shall not be longer than is strictly
necessary to preclude persons from entering insurance with intent
to take undue advantage of it and to ensure some consideration
for the benefits afforded’. Both these provisions (in the Conven-
tions and the Recommendation) have been copied down by the
Havana Code.

As for the length of the qualifying period, the Conventions
lay down that in the case of invalidity and widows’ and orphans’
pensions, ‘the duration of the qualifying period shall not exceed
60 contribution months, 250 contribution weeks or 1,500 contribu-
tion days’. The Recommendation lays down that the qualifying
period for old age pensions should not exceed twice this minimum.
The Havana Code accepts all these provisions. Roughly thus the
maximum qualifying period is five years for invalidity and survi-
vors’ insurance and ten years for old age insurance. The Income
Security Recommendation allows the inclusion of the requirement
that contributions shall have been paid in respect of at least two-
fifths of a prescribed period, such as five years, completed before
the contingency occurs; payment of contributionsin respect of
not less than three-quarters of a prescribed period, such as ten
years or of any longer period which has elapsed since entry into
insurance, should be recognized as an alternative qualification for
benefit.

Maintenance of Rights. The Conventions decided that ‘an insured
person who ceases to be liable to insurance without being entitled
to a benefit representing a return for the contributions credited
to his account shall retain his rights in respect of these contribu-
tions’. The national laws or regulations, however, may terminate
these rights on the expiry of a term (a) which shall be reckoned
from the date when the insured person so ceased to be liable to
insurance, and (b) which shall be either variable or fixed. Where
the term is variable, it shall not be less than one-third (less the
periods for which contributions have been credited) of the total
of the periods for which contributions have been credited since
entry into insurance. Where the term is fixed, it shall in no case
be less than 18 months, provided a minimum number of contri-
butions have been credited in virtue of either compulsory or volun-
tarily continued insurance. The principle is reiterated in the
Recommendation, which further says that ‘in reckoning this term,
periods during which the insured person was incapable of work
by reason of sickness, was not available for work by reason of
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childbirth or was involuntarily unemployed or engaged in military
service should not be considered as periods for which contributions
have not been credited’. Any further retention of rights in respect
of contributions may be made conditional either upon resumption
of payment of contributions in virtue of compulsory or voluntarily
continued insurance or upon the payment of a moderate contin-
uation fee. The Recommendation also allows a person for-
merly insured to recover rights already expired by the payment of
a prescribed number of contributions in virtue of compulsory or
voluntarily continued insurance. Most of these provisions re-
garding maintenance of validity of contributions are followed by
the Havana Code. Tbe Conventions, Recommendation and the
Havana Code also have some provisions about the maintenance
and enforcement of rights of unemployed.

RATE OF BENEFIT

Minimum Rate of Pension. None of the Conventions lays down
the minimum rate of pension either for old age or invalidity or
for widows or orphans. The Recommendation, however, provides
that the pension paid to aged persons, invalids and survivors
should be sufficient to cover essential needs and that the minimum
should accordingly be fixed with due regard to the cost of living.?
In old age insurance schemes, the rate provided for insured persons,
who have completed thirty years of actual contribution, is not to
be less than half the remuneration of the insured. In invalidity
insurance schemes, the minimum invalidity pension should not be
less than 40 per cent of the remuneration. In survivors’ insurance
schemes, the widow’s (or invalid widower’s) pension should not be
less than half the pension to which the deceased was entitled.
Nevertheless, where such schemes determine the rights of survivors
without regard to the rate of pension to which the deceased was or
would have been entitled, a widow’s (or invalid widower’s) pension
should not be less than 20 per cent of the remuneration of the
deceased. In these two sets of circumstances the rates of a child’s
pension are (a) not less than one-quarter, (in the case of orphans,
one-half), and (b) not less than 10 per cent (in the case of orphans,
20 per cent). The Recommendation also provides for a maximum
for the total of the survivors’ pensions which may be awarded in
respect of one deceased person; such maximum should not,
where survivors’ pensions vary with the pension of the deceased,
be less than the pension, including bonuses for family responsibi-
lities, or where survivors’ pensions vary with the remuneration of
the deceased, be less than half such remuneration. The Havana
Code more or less follows the provision laid down by the Recom-
mendation. The Income Security Recommendation, however,
lays down slightly different rates. According to it, basic invalidity
and old age benefits should not be less than 30 per cent of the

1L 0., I.L.O. and Social Insurance, p. 83.
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current wage commonly recognized for male unskilled workers
in the district in which the beneficiary resides, if the beneficiary
has no dependents, or 45 per cent thereof if he has a dependent
wife, who would be qualified for widow’s benefit, or a housekeeper
for his children, for each of not more than two dependent children,
and additional 10 per cent of such wage, less the amount of any
children’s allowances for these children, should be payable.
Widow’s benefit should not be less than 30 per cent of the current
minimum wage; for each of not more than three dependent chil-
dren, child’s benefit at the rate of 10 per cent of such wage, less the
amount of any children’s allowance for these children, should
be payable. 1In the case of an orphan, a child’s benefit should not
be less than 20 per cent of the current minimum wage, less the
amount of any child’s allowance payable in respect of the orphan.
The Recommendation also provides that a portion of every contri-
bution additional to those paid as a qualification for basic invali-
dity, o!d age and survivors’ benefits may be credited to the insured
persons for the purpose of incrcasing the benefits provided for
above; also in every case in which retirement is deferred beyond
the minimum age at which old age benefit could have been claimed,
basic old age benefit should be equitably increised.

Supplement to Pensions. The Recommendation and the Havana
Code provide for a bonus or a supplement to a pensioner for each
dependent child who is of school age or, being under the age of
se\enteen, is continuing his general or vocational education or,
who cannot by reason of invalidity, earn his living. The Recom-
mendation further provides that an old-age pensioner should be
paid a bonus when his wife is aged or infirm and is not herself on
this account entitled to pension. Both the Recommendation and
the Havana Code also lay down that a pensioner who needs the
constant attendance of another person should be awarded a special
supplement.

Benefits in Kind. The Invalidity and Survivors’ Insurance
Conventions authorize insurance institutions, under conditicns to
be determined by national laws or regulations, to grant benefits in
kind for the purpose of preventing, postponing, alleviating or
curing invalidity, to persons who are in receipt of or may be
entitled to claim a pension on the ground of invalidity.  In this
connexion, ccrtain guiding principles for curative and preventive
action by invalidity, old age and widows’ and orphans’ insurance
were adopted by a Meeting of Experts held at the International
Labour Office in 1932. The Income Security Recommendation
lays more stress on the aspect of rehabilitation than that of cash
benefit for invalidity.

Other Provisions regarding Pensions Insurance. Other important
provisions such as financial res: urces, administration, settlement
of disputes and position of foreigners are problems common to all
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branches of social insurance and l'ence will be studied jointly for
social insurance as a whole.

NON-CONTRIBUTORY PENSIONS

The Pension Insurance Conventions, 1933, also make certain
‘transitional provisions’ relating to non-contributory pensions.
In countries which, at the time the Conventions first came into
force, have no laws or regulations providing for compulsory invali-
dity, old age or widows’ and orphans’ insurance, an existing non-
contributory pension scheme guarantees an individual right to a
pension under the conditions defined in the Conventions.! The
non-contributory pensions cover one or mote of the three risks,
namely, old age, invalidity, and death. Old age pensions are to
be awarded at an age to be determined by national laws and regu-
lations, but not exceeding 65 years. An invalidity pension should
be payable to any person who becomes generally incapacitated for
work and thereby unable to earn an appreciable remuneration. To
a survivors’ pension are entitled every widow who has not re-
married and who has at least two dependent children and every
orphan, that is to say, every child who has lost both parents. The
conditions of award are as follows: The claimant must be a resi-
dent in the territory of the country in which the claim is made
(a) for 10 years in case of old age pension, and (b) for 5 years
for an invalidity pension. The right to a widow’s pension is made
conditional upon the residence (a) of the deceated husband during
a period immediately preceding his death; and (b) of the widow
during a period immediately preceding the making of her claim for
pension. The right to an orphan’s pension is conditional upon
the residence during a period immediately preceding death, of
whichever of the parents died the more recently. The pension
schemes authorize national laws to prescribe an income-limit
beyond which no pensions are granted. The rate of the pension
should be an amount which is at least sufficient to cover the
essential needs of the pensioner. Lastly, the Conventions also
provide for forfeiture or suspension of pension under :certain
circumstances.

V1LO, 110 and Social Insurance, p. 95.



CHAPTER VI
UNEMPLOYMENT INSURANCE

INSURANCE against unemployment is the least developed and
hence perhaps the most neglected branch of social security. In
its International Labour Organisation and Social Insurance, the
I.L.O. has not considered the problem of unemployment insurance
at all. According to another I.L.O. study, unemployment is
generally the last branch of social insurance to be developed in
any country.!

The primary object of unemployment insurance is to alleviate
the distress caused by involuntary unemployment. The benefit
is to be given to persons who are willing and able to work but who
do not find any work. The Income Security Recommendation
adopted by the International Labour Conference in 1944 clearly
lays down that ‘the contingency for which unemployment benefit
should be paid is loss of earnings due to the unemployment of an
insured person who is ordinarily employed, capable of regular
employment in some occupation, and seeking suitable employment,
or due to part-time unemployment’. Unemployment bencfit,
however, should merely be the means to lessen the risk of
unemployment and can never be the aim, which is full employ-
ment. The problem of unemployment insurance thus is of
secondary importance though itis closely linked with other
problems of employment and unemployment.

INTERNATIONAL REGULATIONS AND STANDARDS

Unemployment Convention, 1919. The Unemployment Conven-
tion, 1919, recommends the establishment of free public employ-
ment agencies under the control of a central authority. The
members ratifying this Convention should also make arrangements
whereby workers belonging to one Member Association and working
in the territory of another are to be admitted to the same rates
of benefit of such insurance as those which obtain for the workers
belonging to the latter. India ratified this Convention in 1921
but subsequently denounced it in 1938.2

Unemployment Recommendation, 19rg. The Unemployment
Recommendation of 1919 discourages the establishment of employ-
ment agencies which charge fees or which carry on their business
for profit. It also recommends the co-ordination of the execution
of all work undertaken under public authority, with a view to
reserving such work as far as practicable for pericds of unemploy-
ment and for districts most affected by it. A third article of this
Recommendation advises the establishment of an effective system

1 1.L.0., Approaches to Social Security, p. 23.

For the reasons leading to the denunciation of the Convention, see I.LL O,
International Labour Code, pp. 11-13n.
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of unemployment insurance, either through a Government system,
or through a system of Government subventions, to associations
whose rules provide for the payment of benefits to their un-
employed members.

The first provision can best be fulfilled by the establishment of
free public employment agencies under the control of a central
authority. The network of employment exchanges, created by
the Government of India, serves’this purpose. As for the second
provision of the Recommendation about the planning of public
works to suit the unemployment periods, it may not be possible
and even desirable to defer a utility work, such as construction ot
roads or dams, till the calamity of unemployment or of famines
takes place. A proper national planning not only of public works
but of all industries and services may ensure regular employment
and thus remove the risk of periodical unemployment.

Unemployment (Agriculture) Recommendation, 1921. This
Recommendation adopted by the International Labour Conference
in 1921 requests the Members to consider measures for the preven-
tion of, or providing against, unemployment amongst agricultural
workers, suitable to the economic and agricultural conditions.
In India, there are over 5} million paid farm workers in
about 5 lakhs of villages. So as far as both the quality and the
space are concerned, agricultural labour presents a very vast prob-
lem, far more complicated than that crcated by industrial labour.
The problem needs an urgent solution, as India's economy is
mostly agricultural.

Fee-charging Employment Agencies Convention, 1933. This
Convention was adopted to kill the profit-motive of such agencies
as are set up for that purpose. The Convention classifies the
agencies into (a) employment agencies conducted with a view to
profit, and (b) employment agencies not conducted with a view
to profit, though they may levy an entrance fee from either
employer or worker, for their services, a periodical contribution
or any other charge. Agencies of class (a) are to be abolished
within three years from the date of ratification of this Con'vention
by a Member. Certain restrictions are placed on agencies in
class (b), such as: (i) they shall be authorized and supervised by
the competent authority; (ii) they shall not charge in excess of
the scale of charges fixed by the competent authority with strict
regard to the expenses incurred ; and (ii1) they shall only place or
recruit workers abroad if permitted to do so by the competent
authority. This Convention was later revised by the Fee-
Charging Employment Agencies Convention (Revised), 1949.

Employment Agencies Recommendation, 1933. This Recom-
mendation reiterates the principles of free public employment
offices. These offices should be specialized for particular occu-
pations and as far as possible, persons familiar with the character-
istics, usages and customs of the occupations concerned, should be
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attached to such offices. Persons and undertakings which either
directly or through any intermediary derive any profit from certain
activities, such as the keeping of public houses, hotels, second-
hand clothes shops or money-changing, should be forbidden to
engage in placing.

Unemployment Provision Convention, 1934. This Convention
ensures to all persons habitually employed for wages or salary
and who are involuntarily unemployed, (a) an unemployment
benefit (a payment related to contributions paid in respect
of the beneficiary’s employment whether under a com-
pulsory or voluntary scheme), (b) an unemployment allowance
(remuneration for employed on organized relief works), or (c) a
combination of benefit and an allowance. The scheme may be
compulsory, voluntary, a combination of compulsory and volun-
tary schemes, or any of these alternatives combined with a comple-
mentary assistance scheme. Exceptions are allcwed in case of
certain specified categories of workers, such as domestic servants,
home-workers, permanent Government employees, non-manual
workers getting above a prescribed income-limit, workers outside
prescribed age limits, persons engaged in occasional or subsidiary
employment and members of the employer’s family. The Conven-
tion does not apply to seamen and agricultural workers.

The conditions laid down for the receipt of benefit or allowance
are that the beneficiary is capable of and available for work, that
he has registered at a public employment exchange or at some
other office approved by the competent authority, and that he
complies with such other requirements prescribed by national
laws. The right to receive benefit or an allowance may be made
conditional upon the completion of a qualifying period and of a
waiting period, upon attendance at a course of vocational or other
instructions and also upon the acceptance of employment on relief
works organized by a public authority.

The right to receive benefit or an allowance may be limited in
duration to a period which shall not normally be less than 156
working days per year, and shall in no case be less than 78 working
days per year. Benefit is to be payable irrespective of the needs
of the claimant, while the right to receive an allowance may be
made conditional upon the need of the claimant being proved.
Benefit is to be payable in cash, but supplementary grants to facili-
tate the re-employment of an insured person may be in kind;
allowances may be also in kind. Foreigners are to be entitled to
benefit and allowances on the same conditions as nationals.

Unemployment Provision Recommendation, 1934. This Recom-
mendation by the International Labour Conference in 1934 advises
the creation of a system of compulsory insurance, and maintenance
of a complementary assistance scheme to cover persons who have
exhausted their right tc benefit and in certain cases those who
have not yet acquired the right to benefit. The latter scheme
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should be on a different basis from the ordinary arrangements for
the relief of destitution. Unemployment insurance and assistance
schemes should be applied as soon as possible to all persons who
are employed under a contract of service, and to persons employed
under a contract of apprenticeship with money payment. Such
persons would be covered either by insurance or assistance until
they reach the age at which they are entitled to an old age pension.

While fixing the upper income limit, care should be taken to
exclude only those workers who are in receipt of remuneration
sufficiently high for them to ensure their own protection against the
risk of unemployment, the ultimate object being to include all
workers, manual or non-manual, irrespective of income. The
qualifying period should not exceed 26 weeks’ employment or the
payment of 26 weekly contributions or the equivalent, within
twelve months preceding the claim of benefit, or alternatively
52 weeks’ employment, or 52 weekly contributions or the
equivalent, within twenty-four months preceding the claim of
benefit. The period of benefit should be as long as is consistent
with the solvency of the scheme. The waiting period should not
exceed eight days per spell of unemployment.

The Unemployment Provision Convention and Recommenda-
tion thus present a working scheme of unemployment insurance
and assistance. Broadly, the Convention enunciates the principles,
whereas the Recommendation lays down specific provisions. The
scheme thus presented 1s not perfect; however, it provides basis
for introduction of unemployment 1nsurance in any country, which,
while adopting the principles and provisions, should take into
account its particular social and economic conditions.

Unemployment (Young Persons) Recommendation, 1935. This
Recommendation deals mainly with establishment of placing
services for juveniles and of vocational training schools or employ-
ment centres for young persons. The Recommendation lays down
in detail provisions relating to education (vocational and gencral)
of juveniles and young persons. One interesting suggestion of the
Recommendation is to promote re-employment by a reduction
in ordinary hours of work inrespect of employment in which young
persons are engaged.

Public Works (National Planning) Recomsendation, 1937. This
Recommendation lays down certain provisions regarding public
works policy and national development schemes in relation to
employment. The recruitment of workers for employment on
public works should be effected for reference through the public
employment exchanges. Suitable timing of public works should
be achieved ; this timing should involve an increasein the volume
of such works in periods of depression, and for this purpose it is
desirable to provide for the preparation in advance, during periods
of prosperity, of works capable of being held in reserve, or exceed-
ing ordinary requirements and which should be ready for execution
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as the need is felt. The financial measures (reserves, balance and
loans) necessitated by the policy should also be adjusted accord-
ingly.

Income Security Recommendation, 1944. One of the risks covered
by the Income Security Recommendation of 1944 is unemployment.
The provisions regarding unemployment benefit laid down in this
Recommendation, are mostly the same as in the Unemployment
Provision Convention and Recommendation, 1934. Modifications
have, however, been effected in two respects, namely, the duration
of benefit and the waiting period. The 1944 Recommendation
lays down that benefit should continue to be paid until suitable
employment is offered to the insured person. In advising the
abolition of the time limit, the Recommendation follows the
Beveridge Report. Such a provision, however, pledges the State
to pursue a vigorous employment policy and establish a highly
organized employment service.! The Inccme Security Reccm-
mendation also excludes a fresh waiting pericd if unemployment
recurs within a few months. Such a provision already exists in
some national laws, for example, in the Canadian Act and in the
Wagner-Murray-Dingell Bill.2 A third point of difference is about
the definition of suitable employment. In consideration of the
abolition of the time limit, the Income Security Recommendation
of 1944 thought it reasonable that re-employment in one year’s
former occupation should no longer be rigidly insisted upon, when
the prospects of such a job appear remote.3

The Income Security Recommendation further lays down that
in the case of unskilled workers, the unemployment benefit should
not be less than 40 per cent of the previous net earnings of the
insured person if he has no dependents, or 60 per cent thereof if he
has a dependent wife or housekeeper for his children. For each
of not more than two dependent children, an additional 10 per cent
of such earnings, less the amount of any children’s allowances for
these children should be payable. In the case of workers with high
earnings, the foregoing proportions of benefit to previous earnings
may be somewhat reduced. As for the qualifying period, the
Recommendation lays down that the contribution conditions for
unemployment benefit may include the requirement that contribu-
tions shall have been paid in respect of at least a quarter of a
prescribed period, such as two years, completed before the contin-
gency occurs.

The Income Security Recommendation is an improvement
over the previous regulations, in as much as it lays down certain
specific standards. At the same time, this Recommendation is a
composite piece, as it covers, besides unemployment, a number of

1 L.1.0., Social Security: Principles ana Problems arising oul of the Way,
Part I, p. 10.

ibid., p. 11. ¥ ibid., p. 10.
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other risks, e.g., sickness, maternity, invalidity, old age, death of
breadwinner, and employment injury.

Employment Service Orgamisation Convention and Recommenda-
tion, 1948.1 The XXXIst session (San Francisco, 1948) of the
International Labour Conference adopted a Convention and a
Recommendation concerning the organization of employment
services. The Convention sets out the main principles on which
an emplovment service should be based, while the Recommenda-
tion contains detailed guidance on the means for providing an
efficient service. The Convention calls for the maintenance of a
free public employment service whose essential duty is to ensure,
in co-operation with other public and private bodies concerned,
the best possible organization of the employment market as an
integral part of the national programme for the achievement and
maintenance of fullemployment, and the development and use of
productive measures. The employment service should consist of a
national system of local and regional employment offices under
the dircction of a national authority. Suitable arrangements
should be made through advisory committees for the co-operation
of representatives of employees and workers in the organization,
and operation of the employment service, and in the development
of employment service policy. The employment service should
be responsible for assisting workers to find suitable employment,
and employers to find suitable workers, and accordingly to develop
rules for registering workers seeking employment and analysing
their qualifications, for obtaining details concerning job vacancies,
for referring workers to available employment, and for organizing
an effective system of clearance. The service should also take up
measures to facilitate any movement of workers from one country
to another, approved by Government, and for the collection and
analysis of information on employment market conditions and
trends; lastly, the Convention provides for the co-operation of
the employment service in the administration of unemployment
insurance and assistance, and also for assistance to be given by the
employment service to other public and private bodies in social and
economic planning, so as to ensure a favourable employment
situation.

The Recommendation supplements the Convention, gives detailed
rules amplifying the principles and provides methods for their
application.

Fee-charging Employment Agencies Convention (Revised) 1949.
The 1933 Convention on the same subject provided for the aboli-
tion of fee-charging agencies conducted for profit and the regulation
of other fee-charging agencies not conducted for profit. Revision
of that Convention was felt necessary in order to overcome difficul-
ties of application experienced by several countries, in particular

1 For a summary, see International Labour Review, October 1948,
Pp. 447-53.
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the restrictions laid down for recruiting workers from abroad and
the rigid time limit fixed for abolishing profit-making, fee-charging
agencies. Serious disagreement, however, arose when the emplo-
yers’ delegates and a considerable number of Governments strongly
opposed the maintenance of the principle of abolishing fee-charging
agencies operating for profit and were in favour ot provisions
for their regulation and control rather than for their abolition.
The revised Convention now allows Members ratifying the Conven-
tion to accept either Part II, relating to the progressive abolition
of profit-making agencies and the regulation of other fee-charging
agencies, or Part III, relating to the regulation of all fee-charging
agencies, including those conducted for profit. The Convention
also provides that a Member ratifying it and accepting the provi-
sions of Part TII may later indicate that it accepts the provisions
of Part II; in that case, it becomes bound by the provisions of
Part II, and Part III ceases to apply.

Inter-American Social Insurance Code. The First Labour Con-
ference of American States (Santiago de Chile, 1936) adopted a
resolution concerning employment offices, unemployment provi-
sion and public works policy, The Conference noted that the
various measures adopted by the American States to combat
unemployment failed in many cases to yield their full results owing
to the absence of a permanent organization of the labour market,
‘which is an important element, not merely for the immediate
struggle against unemployment, but in general for the proper
development of production and the better organization of the
economic system in its human aspects in each country. The Con-
ference, therefore, emphasized the necessity for developing a
complete system of free public employment agencies, as provided
for by the Unemployment Convention, 1919, with due provision,
so far as is possible, for the association of the workers’ and em-
ployers’ organizations concerned in the management of such
agencies, and the necessity for strict supervision of the activities
of fee-charging employment agencies, not merely in order to prevent
the exploitation of the workers to which employment-finding
on a commercial basis is liable to give rise, but also in order to
secure the uniform co-ordination of supply and demand on the
labour market. The resolution further advised those American
countries, which have not instituted a system of compulsory
unemployment insurance, and do not consider that the time has
come to institute a more or less complete system of compulsory
Insurance, to stimulate the development of voluntary unemploy-
ment insurance by granting adequate financial assistance to the
workers’ mutual funds, the joint funds or other institutions for
provision against unemployment, and at the same time organizing
a national system of relief, which, in accordance with the 1934
Convention ensuring benefits or allowances to the involuntarily
unemployed, may take the form of remuneration for employment
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on relief works organized for the purpose, for the relief of unem-
ployed persons falling within the categories covered by the volun-
tary unemployment insurance.

The Second Labour Conference of American States (Havana,
1939) adopted a resolution concerning certain aspects of social
insurance. Chapter IV of this resolution relates to unemployment
insurance. This part of the resolution says, ‘Every country
should establish and maintain a general system of compulsory
unemployment insurance applying to all employed persons exposed
to the risk of unemployment. In countries, where it is not possible
to establish immediately a general system of compulsory unem-
ployment insurance, such a system should be introduced by stages,
beginning with those classes of workers for whom insurance is most
urgent and most practicable.’

EMPLOYMENT PoLICY OF THE STATE

The extent of the problems arising out of unemployment mainly
depends upon the employment policy of the State. A sound
and far-sighted employment policy, vigorously enforced, may
kill the giant of unemployment, as is the case in Soviet Russia.
Such a policy may have to take into account several factors, such
as, the extent of industrialization, public works policy, the rise
or fall in the general level of prices, imports and exports, state
finances and what is most important, the state of the employment
market, i.e., the demand for and supply of manpower. Such
measures to maintain employment and to prevent mass involuntary
unemployment bring in the problem of ‘full employment’.

Full Employment. The methods to attain full employment are
not strictly part of social security; they are, however, measures of
general application to make the economic conditions of a society
as a whole healthy,! and hence may be briefly studied here. Full
employment does not mean complete elimination of involuntary
unemployment. It is not possible to eliminate in any country,
what Lord Beveridge calls ‘frictional unemployment’, which arises
because the labour force is not sufficiently intercharngeable
or mobile always to adjust itself to the demand for it,
qualitatively if not quantitatively. The meaning given to full
employment in Lord Beveridge's Report on Full Employmentin a
Free Society is as follows: ‘It means having always more vacant
jobs than unemployed men, not slightly fewer jobs. It means that
the jobs are at fair wages, of such a kind, and so located that the
unemployed men can reasonably be expected to take them; it
means, by consequence, that the normal lag between one job and
ﬁndmg another will be very short.’®

! Lord Beveridge, Full Employment in a Free Society, Preface, p. 11.
In his Report on Social Insurance and Allied Services, Lord Beveridge
names the maintenance of full employment as one of the three assumptions
of the Plan of Social Security.

% 1bid,, p 18



UNEMPLOYMENT INSURANCE 113

The definition given by Lord Beveridge indicates the
various measures, which should be adopted to attain full employ-
ment. As stated elsewhere in his Report, action against unem-
ployment must be taken on three lines—maintaining at all times
adequate total outlay; controlling the location of industry,
and securing the organized mobility of labour.? The first measure,
which means spending of the money on the products of the industry,
is the most important of the three measures. If the total outlay
is always high enough to set up a demand for products of industry
which cannot be satisfied without using the whole manpower of the
country, then the number of vacant jobs would be always as high
as or higher than the number of men looking for jobs. Such a
measure would naturally involve a long-term programme of planned
outlay—spending both by the State and private citizens. How-
ever, before this planning is undertaken, it is desirable to develop
both our agriculture and industry on a planned structure, so that
the problems of unemployment may be more easily solved.?

The problem of unemployment is more clearly manifest, when
the question of industrial development is taken up. This planning
of industry may be considered in the various aspects, some of which
are:

(1) Development of Existing and New I'ndustries. This develop-
ment may fulfil the first and the most important condition sug-
gested by Lord Beveridge for securing full employment,
namely, ‘of maintaining at all times adequate total outlay’.  India
at present can claim to have a number of organized industries such
as textiles, engineering and sugar mills. However, even the
products of these industries are not sufficient to satisfy the growing
needs of the country. To remedy this defect, it is necessary to
develop the existing industries and to start, wherever possible, new
industries.?

(ii) Dispersal of Industries. The second condition to secure full
employment, according to Lord Beveridge, is to control
thelocation of industries. In India, there seems to be a haphazard
growth, with the result that some industries have concentrated
in a few specific areas. Various factors, such as the availability
of raw materials and labour, transport facilities, climate, etc.,
have been responsible for the location of these industries. How-
ever, taking into account all such factors, it is possible to work out
a plan for an even dispersal of industries.

(iii) Creation of a Stable Class of Industrial Workers. The industrial
labour market in India has not yet established itself and the indus-

L Sir William Beveridge, Full Employment in a Free Society, p. 29

For a study of full employment vis-a-vis agricultural workers 1n India,
see Dr. N. Das, Unemployment, Full Employment and India, pp 47-51 and
T N. Ramaswamy, Full Employment wn India, Chapter II, pp. 52-108

On p. 160 of his Full Employment in India, T. N. Ramaswamy gives a
list ot new industries which can be effectively started in this country
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trial worker, who works in the mill or the factory, often retains
his contact with his village.? A trained, stable labour force may
enable India to organize the labour market to avoid misdirection
of labour and the accumulation and maintenance of needless
reserves of labour. The third condition suggested by Lord
Beveridge for securing full employment is organized mobility of
labour. This can be achieved only with a trained, stable, industrial
labour force.

There are some other factors like the supply of raw materials,
transport facilities, conditions of the money market and of foreign
trade, etc., which may also affect employment conditions.

EMPLOYMENT PoLicy IN INDIA

In India, no definite employment policy has so far been laid
down, though its necd was often felt in times of emergency, such
as the declaration of war or the sudden cessation of hostilities,
and consequent mobilization or demobilization. A lot of discus-
sion on the formulation of an employment policy, however, has
taken place and a brief review of the Government’s plans in this
field is given below.®

As early as March 1941, the Government of India began to
consider the question of the transition from war to peace in industry
and appointed in June 1941 an inter-departmental committee for
the investigation of reconstruction problems. At its first meeting,
the Committee set up four sub-committees to deal with labour
and demobilization, disposal of stocks and contracts, public works
policy and trade, international trade policy and agricultural
development. After two years, in March 1943, this Committee
was replaced by a Committee of the Viceroy’s Council, which was
set up to deal with all matters of policy, exercise initiative and co-
ordinate and sanction plans. Policy committees were set up to
deal with various policy questions concerning inter alia resettle-
ment and re-employment. A General Policy Committee was also
constituted to advise the Government on major matters gf policy
and also on matters which did not fall within the purview of one
or the other of the various policy committees. The results of ali
this planning for planning were two reports, published in 1944.3
These reports describe the Government’s policy and proposals
with regard to planning. According to these reports, ‘the ultimate
object of all planning must be to raise the standard of living of the

1 Report of the Royal Commission on Labour in India, pp. 12-14. This
rgport was published 1n 1931, but even now the conditions have not much
changed.

For the proposals of the Government of India during 1941-4, see 1L O.,

War-time Labour Conditions and Reconstruction Planning in India, (Studies
& Reports, New Series, No. 2, Montreal, 1946) pp. 69-95.

Government of India, Reconstruction Committee of Council: First
Report on the Progress of Reconstruction Planmng and Second Report on Re-
construction Planning, (New Delhi, 1944)
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people as a whole and to ensure employment for all,” and to that
end, the purchasing power of the people must be increased by
improvement in the efficiency and consequently the productivity
of labour on one hand, and a simultaneous development and re-
organization of agriculture, industries and services on the other.
Both short-term and long-term objectives are considered in the
reports. The short-term objectives include among others the
resettlement and re-employment of defence service personnel and
of labour displaced from war industry, military works, etc. The
long-term objectives mainly relate to develgpment of industry,
communications, irrigation, electric power, agriculture, etc.

The employment policy as stated in the reports aims at full
employment of all those seeking work, though it is recognized that
employment policy is in effect determined by industrial, agricul-
tural, public works and financial policy. In October 1946, the
National Government appointed an Advisory Planning Board to
review the planning that had already been done; and to make
recommendations regarding co-ordination and improvement of
planning, objectives and priorities, and the future machinery of
planning.!

As for the labour planning already done, the plans of the Central
Government include only schemes for the training, resettlement
and employment of ex-service personnel and discharged war
workers; and a few other schemes mainly of the nature of labour
welfare schemes, e.g., insurance, and subsidised building of houses
for labourers. These schemes were estimated by the Board to
cost Rs. 20 crores. Following a request by the Central Govern-
ment in May 1944, all State Governments also prepared plans
for the development of their economy. These plans vary con-
siderably in merit. Labour, however, received little attention
and the only planned schemes which may directly affect indus-
trial labour are those which provide for technical training and the
development of cottage and small-scale industries.

In spite of this lack of labour planning, the Advisory Planning
Board have not made any specific recommendations except for the
supply of trained personnel. In fact, Professor K. T. Shah,
one of the Members of the Board, in his note of dissent says that the
Board, appointed with specific reference to review all planning
work hitherto done by official agencies, should have considered
more fully than has been done in the main Report the capital and
labour requirements of the Plan.

The lack of labour planning has been further illustrated by a
recent Government Report, Provincial Development Programmes
by Dr Gyan Chand. In this Report, the only planning relating
to labour matters in the states’ spheres refers to some housing
programmes in Bombay and West Bengal. The President of
the Indian Republic in his first address to the Indian Parliament

1 Report of the Advisory Planning Boavd, (Delhi, 1947), p. 2
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referred to the appointment of the Central Planning Com-
mission. It is hoped that labour planning will receive the due
attention of this Commission.

Directorate-General of Resettlement and Employment.  The
employment policy of the Government of India, resulting out of
all their planning, is reflected mostly in the activities of the Dire-
torate-General of Resettlement and Employment and hence a
brief study of this organization is appropriate.?!

The necessity to set up an Employment Exchange Service wus
felt when the problem of demobilization first arose during 1918-21.
Nothing, however, was done at that time. The end of the second
World War made the necessity urgent and inevitable, and the
Government of India set up in July 1945 the Directorate-Gencral
of Resettlement and Employment. The origin of the activities taken
up by this organization was, however, in 1943-4, when nine
employment exchanges had been established. These exchanges
had been controlled and supervised by the National Service Labour
Tribunals until 1945. Technical tramning schemes had also been
in operation under the Labour Department since 1941.

During the last four years, the organization has expanded
considerably and has at present a wide net-work spread all over
the country. It consists at present of three main branches,
(a) Directorate of Employment Exchanges; (b) Directorate of
Training; and (c) Directorate of Publicity. The Indian Dominion
has been divided into eight regions, each in charge of a Regional
Director of Resettlement and Employment.

Directorate of Employment Exchanges. Of the three Directorates,
the Directorate of Employment Exchanges is by far the most
important. In fact, the work done by these exchanges seems to
be the primary function of the Directorate-General of Resettle-
ment and Employment. The Directorate of Employment Ex-
changes supervises, integrates and directs the Employment
Exchanges; collects and maintains data regarding the number of
persons likely to be demobilized and the employment oppottunities
likely to be available; arranges training and refresher courses
for the managerial and office staff of Employment Exchanges;
and taps all available resources and explores new avenues of em-
ployment for demobilized persons. Each Regional Employment
Exchange acts as Provincial Clearing House and has set up an
Appointments Branch to deal with the needs of men and women
having scientific, professional, administrative, managerial or other
qualifications of a high standard, and also with the needs of
employers seeking such persons, and a women’s section to deal
particularly with women’s problems.

1 gee Indian Labour Year Book, 1946, (Labour Bureau, Government of
India), pp. 27-37; ana various reports published by the Directorate-General
ot Resettlement and Employment,
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In some of the States, such as Madras and Punjab,
District Employment Offices have been sct up in  districts in
which exchanges could not be opened.

The Directorate has also set up Employment Information
Bureaux to establish contact with ex-servicemen in widely
scattered rural areas and bring them into touch with the Exchanges.
Mobile sections have been attached to Exchanges for visits to more
remote areas periodically, for registration of applicants and their
submission to available vacancies.

At present, there are 54 Employment Exchanges, consisting of
one Central Employment Exchange in New Delhi, 7 Regional
Exchanges and 46 Sub-Regional Exchangcs.! There are in
addition 22 District Employment Offices, 132 Employment
Information Bureaux and 21 Mobile Sections.

The main work of the Employment Exchanges divides itself
into two parts: (a) registrations of persons for employment; and
(b) placing them in suitable vacancies, especially in vacancies noti-
fied by employers. The success so far achieved by the Employ-
ment Exchanges may be scen from the following figures:

REGISTRATION AND PLACINGS

Average Average Average
number of number of number of
registrations  applicants applicants
Year per month placed in on Live
cmploynient  Register per
per month month
1946 51,8389 9,270
(July-December)
1947 53,022 13,448 3,10,027
1948 72,399 21,648 2,24,900
1949 38,863 21,401 2,93,044

The Directorate of Employment Exchanges has many other
schemes. As most of the labour force (demobilized soldiers)
belong to the rural areas, the schemes of ‘land colonisation’ have
been undertaken and various States have settled a number of
persons in rural co-operative colonies. Schemes for co-operative
employment in motor transport, workshops and cottage industries,
civil construction, market gardening, etc., have also been put
into operation.

Directorate of Training. The training schemes of the Directorate-
General have taken various forms, most important of which are
(a) Technical Training Scheme; (b) Vocational Training Scheme;

1 Before partition there were 70 Exchanges; of these, 53 remained in
India and 17 went to Pakistan.
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(c) Apprenticeship Training of ex-Servicemen; (d) Scheme for the
Rehabilitation and Resettlement of Disabled Services Personnel;
and (e) Vocational Training Scheme for ex-Servicewomen. The
Directorate-General also supervises the Higher Technical Training
Scheme of the Ministry of Labour.? Recently, a Central Training
Institute for training instructors has heen opened at Koni-Bilaspur
in Madhya Pradesh. As all these training schemes only indirectly
affect the employment market, they need not be studied here in
detail. Similar is the case of the Employment Advisory Com-
mittees and of Resettlement Advice Service, which are subsidiary
bodies set up for discussion on employment and resettlement.

The Directorate-General of Resettlement and Employment thus
seems to have securely laid down the foundations of a public
Employment Service. However, from the point of view of un-
employment insurance, this organization suffers from certain limi-
tations. First, Employment Exchanges have come out as a
post-war emergency measure for the resettlement and employment
of demobilized soldiers. Since 1947-8, another emergency has
arisen. Millions of persons, because of political and otherreasons,
were on the move, from Pakistan to India and vice versa. Facili-
ties had to be accorded to these displaced persons and as the follow-
ing figures show, the Employment Exchanges took up the job
with creditable success.

DISPLACED PERSONS REGISTERED AND PLACED IN EMPLOYMENT
BY EMPLOYMENT EXCHANGES

Year Registrations Placings

1947 64,221 10,666
(October-Deceniber)

1948 271,540 72,144

1949 1,63,452 43,737

'

Secondly, the Dircctorate-General has proved to be a costly
organization as can be seen from the following questions and
answers in the Indian Dominion Parliament on 11 March 1948:

Questions Answers

The year and month of  The 54 Employment Exchanges and
the starting of the Em- 22 District Employment Offices at
ployment Exchanges. present functioning in the Dominion

of India werc started at different
dates between December 1943 and

! In this respect, see a special article on ‘Training Schemes of the Ministry
of Labour’ in the Indian Labour Gazette, April 1948, pp. 684-6.
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Questions

Answers

The up-to-date total ex-
penditure incurred on
this Department.

The number of persons at

present employed there.

The present monthly ex-
penditure.

The monthly average ot
persons for whom em-
ployment was found
during the year 1947.

November 1947. The Employment
Exchanges at Bombay, Nagpur,
Delhi, Kanpur, Ahmedabad, Dhanbad,
Madras and Calcutta, which were
started before the setting up of the
Resettlement and Employment Organi-
zation in July 1945 deal with technical
personnel only and were merged in
that organization.

The total expenditure incurred on
Employment Exchanges from July
1945 (the date on which the Resettle-
ment and Employment Organization
came into existence) to 31st December
1947, is approximately Rs. 59,28,500
out of which the Central Government’s
share is Rs. 41,36,000 and the Statc
Governments’ contributions about
Rs. 17,92,500.

The total number of persons employed
in the Employment Exchanges at
present is 1,271 (Gazetted—172 and
Non-Gazetted—1,099).

Approximately Rs. 1,82,800; the Cen-
tral and Statc Governments’ sharés
being roughly Rs. 1,14,500 and
Rs. 68,300 respectively.

Theaverage monthly number of persons
placed in employment by the Em-
ployment Exchanges during 1947 was
13,448.

(From Constituent Assembly (Legislative) Debates; see also
the Indian Labour Gazette, April 1948, pp. 722-3.)

Another starred question about Employment Exchanges was

asked on 12 August 1948, and in reply to this question the follow-
ing information was furnished: (a) there are at present 564 Em-
ployment Exchanges in the country; (b) the total number of
registrations effected at Employment Exchanges from the inception
of the scheme of Resettlement and Employment upto 30
June 1948, is 16,48,445 and the total number of placements is
3,93,824 ; and (c) the total monthly expenditure on all Employ-
ment Exchanges is approximately Rs. 2,80,000. There has been
an increase in the monthly expenditure due to the work of finding
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employment for displaced persons from Pakistan.! All these
replies show that about Rs. 14 are being spent for securing employ-
ment for one man.? Criticism has becn made that if the money
spent on this organization had been utilized for India’s industriali-
sation policy, we should have increased our employment opportuni-
ties and our national wealth. Employment Exchanges them-
selves cannot create employment and their function is only to find
out jobs for men by bringing employment-seekers and employers
together. The difficulty arises, and it has often arisen in India,
when, because of lack of industrialisation or of nationalisation,
the jobs are few or are not decently paid.

A third question asked in December 1949 elicited the following
information : (1) The staff employed in the 54 Employment Exch-
anges and the 54 District Employment Offices, functioning under
the Ministry of Labour on 1 November 1949 was 1,657 (Gazetted
officers, 235, Non-Gazetted, 866 and Class IV, 456). (ii) The total
expenditure incurred up-to-date on the Employment Exchange
Organization was Rs. 12,302,500 of which the Central Govern-
ment’s share was Rs. 7,812,600. (iii) For the period January-
October 1949 at a monthly average, 11,450 cx-servicemen, 14,731
displaced persons and 65,540 others were registered {for employment
assistance. Out of them, on an average about 2,000, 4,000 and
16,000 respectively secured employment every month.

Future of Employment Exchanges. Because of all these difficul-
ties, Employment Exchanges have so far not been able to achieve
the best results. The success or failure of such Exchanges mainly
depends upon the Government’s employment policy and its im-
plementation. The declaration of such a policy is essential, even
before a scheme of unemployment insurance is drafted. Employ-
ment Exchanges, properly developed, play an active part in un-
employment 1nsurance systems. These Exchanges and the
machinery of training and rehabilitation might well be attached to
the unemployment insurance department,® when the limited insur-
ance scheme, proposed by the Employees’ State Insurance Act,
1948, is fully developed into a comprehensive plan of ssocial
security. A Convention and a Recommendation concerning
Employment Service Organization were adopted by the Inter-
national Labour Conference in 1948; these two international
labour regulations, which have been already studied earlier in this
chapter, lay down the fundamental principles, and give detailed
rules amplifying these principles, which an employment service

Y Indian Labour Gazette, September 1948, pp 182-3.

% The average monthly placings 1n 1947 were 13,448, whercas the approxi-
mate monthly expenditure at that time was stated to be Rs. 1,82,800. For
the first half of 1948, the average monthly placings have risen to 19,410;
at the same tune the average monthly expenditure also rose to Rs. 2,80,000.
1t 1s not clear whether the expenditure incurred on publicity has been in-
cluded 1n the figures given above.

3pp Adarkar, Planning of Social Security wn India, p. 37
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organization should observe and as such should prove of great
value to the Directorate-General of Resettlement and Employment
in planning the future development of our Employment Exchange
Organization.

Conclusions. In a recent broadcast talk on ‘a war on
unemployment’, B. P. Adarkar stated that the problem of un-
employment has its social and political consequences. Increase
in unemployment leading as it does to poverty and destitution,
affects the society as a whole, bringing about social degeneration.
This manifests itself in vice, crime, squalor and diseasc—evils
which no society can afford toignore. Apart from this, unemploy-
ment gets at the very root of the political stability of a country.
Besides, unemployment is a costly proposition. B. P. Adarkar
has calculated that the annual loss due to unemployment in India
even at the present level of efficiency can be of the order of more
than a thousand crores of rupees per annum, i.e., greater than all
the budgets of the Government of India and the State Govern-
ments put together. To avoid this waste and to remedy the
cvils of unemployment, he suggests a policy of full employment.
Such a policy is also necessary, if Employment Exchanges are to
function properly and adequately. Employment Exchanges by
themselves are helpless to solve the problem of unemployment,
because they are ‘only a medium and an instrument of employment,
but not a source’. If registrations at Employment Exchanges
go on increasing owing to widespread unemployment, and there
are no corresponding placings, the prestige of Employment
Exchanges begins to suffer and the morale of workers begins to
deteriorate. Such a contingency may not arise when the ideal
of full employment is achieved. However, till it is achieved,
recourse must be made to unemployment assistance and
insurance.



CHAPTER VII

SOCIAL SECURITY FOR SEAFARERS

THe Commission on International Labour Legislation of the
Peace Conference of 1919 adopted a resolution to the effect ‘that
the very special questions concerning the minimum conditions to
be accorded to seamen might be dealt with at a special meeting of
the International Labour Conference devoted exclusively to the
affairs of seamen’. In consequence of this resolution, it has been
customary for maritime questions to be considered at special
maritime sessions of the International Labour Conference and for
the Governing Body to be advised upon maritime questions by a
Joint Maritime Commission consisting of representatives of the
shipowners’ and seamen’s organizations designated by the ship-
owners and seamen’s representatives at maritime sessions of the
Conference.! The first maritime conference (Genoa, 1920) dis-
cussed the possibility of establishing an International Code for
Seamen and recommended that the preparation of such a Code
should be undertaken gradually by the adoption of Conventions
and Recommendations dealing with particular maritime subjects,
which included ¢nter alia the problem of social security for seafarers.
So far five Conventions and three Recommendations relating to
social security of seamen have been adopted by the International
Labour Conference. These are (i) Unemployment Indemnity
(Shipwreck) Convention, 1920; (ii) Unemployment Insurance
(Seamen) Recommendation, 1920; (iii) Shipowners’ Liability
(Sick and Injured Seamen) Convention, 1936; (iv) Sickness
Insurance (Sea) Convention, 1936; (v) Social Security (Seafarers)
Convention, 1946; (vi) Seafarers’ Pensions Convention, 1946;
(vii) Seafarers’ Social Security (Agreements) Recommendation,
1946; and (viii) Seafarers (Medical Care for Dependents)
Recommendation, 1946.2

The above list shows some interesting features. All the Con-
ventions and Recommendations are the result of the three mdritime
sessions, held in 1920, 1936 and 1946, of the International Labour

1 1.L.O., International Labour Code, p. 394n. The maritime sessions of the
International Labour Conference held so far have been the 2nd (Genoa,
1920), 9th (Geneva, 1926), 13th (Geneva, 1930), 21st (Geneva, 1936), 22nd
(Geneva, 1936) and 28th (Seattle, 1946).

In addition to these, there are a number of Conventions and Recom-
mendations, which though strictly outside the field of social security, have an
indirect bearing on that subject. These are: (¢) Placing of Seamen Con-
vention, 1920; (#4) Seamen’s Articles of Agreement Convention, 1926 ;
(#4i) Repatriation of Seamen Convention, 1926 ; (iv) Hours of Work and
Manning (Sea) Convention, 1936 ; (v) Seamen’s Welfare in Ports Recom-
mendation, 1936 ; (v1) Food and Catering (Ship’s Crew) Convention, 1946 ;
(vit) Paid Vacations (Seafarers) Convention, 1946 ; and (viii) Wages, Hours
of Work and Manning (Sea) Convention, 1946. None of these Conventions
has been ratified in India.
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Conference. Of the various risks covered by social security,
the risks of unemployment, sickness and old age are covered
by special Conventions. A unified provision for all risks is
covered by one Convention, and two Recommendations all
adopted in 1946.

Need of Social Security for Indian Seafarers. India has ratified
none of the above-mentioned Conventions.! In fact only in recent
years, since 1945, the problems of Indian seamen have attracted
some attention. Some of these problems arise out of the fact that
the majority of Indian seafarers are employed on foreign ships.
The total number of Indian seamen employed on seagoing ships is
estimated at 65,000; of these, a major proportion (about 85 per
cent, i.e., about 55,000) are employed on ships of non-Indian
(mainly British and Dutch) registry.? Indian seamen employed
on non-Indian ships are not covered by insurance in the ships’
countries, as they are not resident in those countries. However,
they accrue certain rights either under certain statutes or because
of the agreement of service between the shipowner and seamen at
the time of engagement. The majority of Indian seamen are
employed on British ships and as both the Indian and British laws
are based upon the same interpretation of shipowners’ liability in
regard to seamen and the extent of that liability, the rights that
accrue to seamen in regard to wages, medical care and maintenance
in case ofillness and injury, and compensation in case of disablement
under the law in the two countries are more or less the same.?
By virtue of the Articles of Agreement, the Indian seafarer is
entitled to medical care, maintenance and repatriation at the
expense of shipowners. In case of death, the expenses of burial
are also to be defrayed by the shipowner. Under the Indian
Workmen’s Compensation Act, the seafarer employed on a British
ship is entitled to workmen’s compensation; in fact, he can invoke
the British Compensation Act, which gives him better protection;
but generally under the Articles of Agreement, the non-Indian
employers of Indian seamen bind themselves to pay compensation
according to the provisions of the Indian Act. Further under a
voluntary agreement, the Indian seafarers receive full wages until
return to India and the wages accrue even for the period they are
left ill abroad, even though under the Merchant Shipping Act
wages cease to be payable when a seafarer is left ashore.

In spite of these provisions the lack of a social insurance
scheme for Indian seafarers is keenly felt. Firstly, the facili-
ties and amenities he gets are the results mainly of voluntary

1 For reasons given for non-ratification, see Chapter I.

2 B. p. Adarkar, Social Insurance for Indian Seamen—aA Scheme (Govern-
ment of India, Department of Commerce, New Delhi, 1946), p. 1.

3 ibid., p. 3. The position as regards the seafarer’s right regarding wages,
repatriation, medical aid and maintenance and compensation is also given
on pp. 3-4 of Professor Adarkar’s Scheme.



124 SOCIAL INSURANCE FOR INDUSTRIAL WORKERS

agreements, without any statutory obligation behind them.
Secondly, Indian seamen, except in the case of certain accidents,
are left entirely insecure, and unprotected in spite of the fact that
unemployment is very severe amongst them, that the incidence of
sicknessis alarmingly high and that their wages are extremely low.}
Indian seafarers are not insured against sickness nor are they in-
sured against benefit in old age; while awaiting recruitment in
port, they depend on their own resources and usually have to borrow
money for their maintenance.? Indian seafarers on British ships
lose their right to wages as soon as they are put ashore by reason of
shipwreck. Thereafter, the British seamen come under the protec-
tion of the Unemployment Insurance Scheme of the United King-
dom, but Indian seamen, who do not have a domicile or place
of residence in the United Kingdom, are left unprotected.® In
the absence of any social insurance scheme in their home country,
it is not possible to have any reciprocal arrangements in this respect.

The Seamen’s Special Fund. Mention may be made here of an
interesting controversy regarding what is known as ‘the Seamen’s
Special Fund’.¢ The British employers of Indian seamen under
section 135(4) of the British National Health Insurance Act, 1936,
pay contributions in respect of all the employees whether British
or foreign and whether resident in the British Isles or elsewhere.
But while the employers’ contributions are paid in respect of
lascars, i.e., Indian sailors, they are not entitled to any benefits,
because under the Act persons not resident in the United Kingdom
are not covered by the scheme. Under section 137 of the National
Health Insurance Act (U. K.), all contributions paid in respect of
Indian seamen not resident in the United Kingdom and also those
paid in respect of masters and seamen serving on foreign-going
vessels, even if the latter have a place of residence-domicile in the
United Kingdom are, after statutory deductions, carried to what is
known as ‘Separate Account’. This Account is used for the pay-
ment of administrative expenses and for the satisfaction of the
claims of approved societies which administer benefits to such
of the foreign-going British seamen as are their membersy The
residue, subject to two reciprocal agreements, with the Isle of Man
and the Irish Free State, is carried to Seamen’s Special Fund from
which old age pensions are paid to Briticsh seamen. Various
attempts were made by the Government of India to obtain such
part of this Fund as wasrepresented by contributions paid in res-
pect of lascars by British employers.® However, the best that could

! Dinkar Desai, Maritime Labour in India, p. 171.
Dr Bodmer and B. P Adarkar, Report on the Scheme of Social Insurance
for Indian Seamen, p. 34.
3 B. P. Adarkar, Social Insurance for Indian Seamen—A Scheme, p 4
* Dinkar Desai, Maritime Labour in India, pp. 181-2 and B. P. Adarkar,
Social Insurance for Indian Seamen—A Scheme, pp. 2, 4-5 and 22-4.

5 B. P. Adarkar, Social Insurance for Indian Seamen—A Scheme,
pp- 4-6 and 23-4.
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be secured was an assurance from the British Government that
they would be prepared to enter into reciprocal agreement with
the Government of India, if and when the latter introduced a con-
tributory and compulsory sickness insurance scheme for workers in
general, or for any well-defined groups among them, providing
benefits corresponding broadly with the benefits payable under the
British scheme. Then under a reciprocal arrangement, the British
Government may transfer from the British Social Insurance Fund
to the Indian Fund that part of the British shipowners’ contribu-
tions as would have been payable at the rates imposed by the
Government of India upon Indian shipowners.

Adarkar-Bodmer Scheme of Social Insurance for Indian Seamen.
The introduction of a social insurance scheme for Indian seafarers
is thus beneficial from more than one point of view. It is, therefore,
gratifying to note that this question has attracted for some time
past the attention of the Government of India. The question was
considered at some length by the ad hoc Advisory Committee on
Maritime Labour which met at New Delhi on 4 August 1945.
After discussion in the Committee, a draft scheme of social insurance
was prepared by B. P. Adarkar of the Ministry of Labour in Sept-
ember 1945.1 Immediately thereafter Dr Laura Bodmer, a
social security expert of the International Labour Office, came to
India to assist in the elaboration of the scheme. The Joint Scheme
of Social Insurance for Indian Seamen by B. P. Adarkar and Dr
Bodmer was submitted to Government in December 1945. The
Adarkar-Bodmer scheme, which may serve as the right foundation
on which a social security structure for seafarers in India may be
built, deserves special study. It is essential also to compare this
scheme with the provisions of the social security Conventions and
Recommendations adopted by the International Labour Conference
in the Seattle Session (1946).

The Adarkar-Bodimer scheme falls into two sections: (i) Ship-
owners’ Liability ; and (ii) Seafarers’ Social Insurance.

(i) Shipowners’ Liability. The owners of ships registered in
India and other shipowners employing persons covered by the
scheme should undertake to provide medical care, maintenance and
wages in case of illness, and/or incapacity of seafarers employed
on their ships, until the seafarer returns to his port of recruitment,
in accordance with certain provisions laid down in the scheme.
Medical facilities should include the appointment of a duly qualified
medical practitioner on every ship having at any time 100 persons
or upwards on board; every ship of over 2,600 tons gross should
be fitted with a hospital (a separate cabin with bed and bedding and

! This scheme was later on published as a brochure: Social Insurance for
Indian Seamen—A Scheme.
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other necessary equipment). Other ships, i.e., those not carrying
a duly qualified medical practitioner, should have on board a person
who has had training in first-aid and compounding. This arrange-
ment ensures medical care on the ship. Where the seafarer’s condi-
tion is such as to require medical care which cannot be given on
board the master is to leave the seafarer ashore at the next port
at which suitable medical care is available. If the port is other
than his port of recruitment, the seafarer should be entitled to
medical care at the shipowner’s expense as long as such care is
needed or until, being fit to travel, he is returned to his port of
recruitment. Under similar circumstances, the seafarer is entitled
to maintenance at the shipowner’s expense, during the period of
incapacity. Where a seafarer is left ashore by reason of illness or
incapacity outside his port of recruitment, he should be conveyed
to his port of recruitment at the expense of the shipowner. Where
a seafarer abstains from work or is left ashore by reason of illness
or incapacity, not brought about deliberately, or by his serious and
wilful misconduct, he shall be entitled to payment of his full wages
during such incapacity or till he is repatriated. Lastly the ship-
owner’s liability also includes the funeral expenses in case a sea-
farer dies while he is under agreement. The scheme recommends
that the shipowner’s liability to provide medical care, maintenance
and wages should be continued until the seafarer returns to his
port of recruitment and that this liability should be made statutory
also as regards payment of his wages, which at present are paid
voluntarily by the shipowner. The liability should be included
among provisions of lascar agreements with British and foreign
shipowners on the basis of bilateral treaties between the Indian
Government and the shipowner’s country.

(i1) Seafarers’ Social Insurance. The social insurance part of
the Adarkar-Bodmer scheme provides for the coverage of the risks
of illness, incapacity due to employment injury or sickness, 8eath,
unemployment (i.e., availability of the insured person in his port
of registry, for suitable employment as a seafarer) and old age.
It is a unified scheme for sickness, employment injury and old age
and survivors’ insurance for seafarers, plus insurance for ‘waiting
pay’ on condition that measures are taken to organize recruitment
and employment in sea service. The scheme provides both medical
and cash benefits.  Medical care would, at the outset, be provided
only at the seafarer’s port of registry, unless or until medical
facilities become available at or near his residence, which is mostly
in rural areas. During a free insurance period following discharge,
medical care is to be provided at seafarers’ clinics and local
hospitals.

The cash benefits provided by the Adarkar-Bodmer scheme
are as follows:
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Financial Aspects. The scheme is to be primarily financed by
contributions of shipowners and seafarers and subsidized by the
Central Government and the States concerned. Very roughly
on the basis of approximation to conditions in other countries
and the assumption of employment of two seafarers in one man-
year of employment at sea, and a system of rotation, the total
cost has been estimated at 20 per cent of earnings. The shipowner
alone would be liable to pay the contribution in respect of employ-
ment injury insurance, superseding workmen’s compensation.
The Central Government would pay the cost of administration
and guarantee any deficiency incurred by the scheme. States
would assume responsibility for one-third of the cost of medical
care or 0.33 per cent of wages in the form of provision of medical
care at hospitals and clinics. The remainder of the cost, namely,
some 16 per cent of wages would be shared equally by shipowners
and seafarers.

Administration. B. P. Adarkar and Dr Bodmer recommended
collaboration, in administration of insurance, of all agencies and
departments concerned and utilization of Government and other
approved hostels, clinics, etc. The scheme of social insurance for
seamen should, therefore, form a part of the general scheme for
industrial labour and should not be independent of the latter.
It should be administered on a tripartite basis under the supervi-
sion of a Central Social Insurance Board, which will be responsible
for the administration. As for the accounts, audit and policy,
the two funds (seafarers’ and factories’) may be separate.

Lastly, a non-resident seafarer employed or engaged on board a
ship registered in India, in addition to being entitled to full benefits
in case of employment injury should also be entitled to (a) all
benefits provided for by this scheme in case of illness, while he is
in an Indian port of registry, to waiting pay in such port and to
old age benefit, provided that his old age pension may be commuted
for a lump sum corresponding to the capital value of the pension;
or (b) a transfer of contributions on his behalf to the insurance
scheme of his country of residence of which he is a beneficiary,
subject in either case to reciprocity of treatment for residents in
India employed or engaged in any capacity on board ships of the
seafarer’s country of residence.

Reorganization of Recruitment System. This is broadly the out-
line of the Adarkar-Bodmer scheme. For the proper implementation
of this Scheme, however, the authors have very strongly pleaded
for the reorganization of the system of recruitment and have stated
that if this was not done, it would not be possible to work out the
scheme, which they had prepared. At present, there are far tco
many men for the available volume of employment and hence the
necessity of bringing down the number of persons eligible for em-
ployment at least to maximum of twice the number of full time
jobs available. It is estimated that against the demand for 50,000
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men, there is a supply of 300,000 seafarers, holding discharge certi-
ficates. Such a state of affairs gives rise to the attendant evils of
corruption at the time of recruitment and indebtedness, although
it is true that many seamen when not employed on ships turn
to agriculture or go out in fishing crafts. To lessen the excess of
supply over demand for seamen, the Government of India issued
orders in April 1947, stopping the issue of fresh continuous dis-
charge certificates for an initial period of six months. Besides,
restrictions have been placed on re-registration of seamen and
Government also propose to introduce a system of medical exami-
nation of seamen by Government doctors once in two years.
Lastly, by amending the Indian Merchant Shipping Act in 1949,
the Government of India have provided for the regulation of the
supply of maritime labour. The Act now authorises the Central
Government to establish at such ports as they think fit Seamen’s
Employment Offices for the purpose of engaging or supplying
seamen for merchant ships. At any port, where such an office has
been established, no person shall receive or accept to be entered
on board any ship any seaman unless such a seaman has been
engaged through or supplied by such office.

Adarkar-Bodmer Scheme and International Standards. The living
and working conditions of seafarers are inherently different from
those involved in the exercise of other employments.! The sea-
farer, for example, is in the service of the ship and at the orders of
its master, not only during hours of actual work, but during the
whole of his voyage. He is often away from his family and his
country for days together. His calling is arduous and dangerous.
These facts necessitate that a social security scheme, provided for
the protection of a seafarer, must cover (a) the period of his total
employment (not only the hours of actual work), (b) the risks both
while he is at sea and while he is ashore, and (c¢) more liberal bene-
fits as an inducement to undergo the hardships and risks of sea-
faring. Any injury received or illness suffered during the voyage
must be regarded as risks inherent in the seafarer’s employment;
at the same time, the seafarer while he is ashore should be assured
protection against illness and loss of income through disease,
employment injury, unemployment, old age and death.

In regard to a national social security scheme, seafarers as an
international class of wage-earners, have been classified into three
groups : (a) resident national seafarers, (b) resident foreign sea-
farers, and (c) non-resident seafarers. All maritime countries
have taken steps to afford their national seafarers protection against
illness and loss of income suffered during the voyage and to make

1 1.L.0., Social Security for Seafarers, (Montreal, 1945), p. 1. This study
was prepared as a technical report for a maritime session of the ILO.
Important features of this report are: (a) monographs on seafarers’ social
security systems for 9 maritime countries; (b) comparative analysis of
these systems, bringing out the essential features of seafarers’ social security;
and (¢) a model scheme of seafarers’ social security,
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this provision as continuous as possible.! Everywhere, the ship-
owner is primarily liable at least for providing medical care, main-
tenance and repatriation if the seafarer is left ashore during the
voyage. Social insurance or assistance schemes have been super-
imposed on this older liability and adopted with more or less success,
to the particular conditions of sea service. The first step in this
direction was the extension of employment injury insurance to
include such part of shipowners’ liability as related to employment
injuries of accidental origin; the costs of such insurance was borne
as a rule by the employer alone. The next risk covered was illness
abroad not due to accident. Protection against other, chiefly
long term, risks, such as old age or invalidity and death not due
to employment injury, is usually afforded under social insurance,
assistance or public service schemes, either general or special.

DPosition of Foreign Seafarers. There is no uniformity regarding
protection of resident foreign seafarers under the provisions of the
ship’s country.? Illness or injury occurring during the voyage, the
risk peculiar to the seafarer’s employment and connected with
life on the ship rather than with residence in the ship’s country,
is usually treated without regard to residence. In many coun-
tries, the foreign resident is entitled to the benefits granted in
case of risks common to all employed people, such as ordinary
sickness, invalidity, old age, death or unemployment, where such
risks are insured. On the other hand, the protection granted to a
non-resident foreign seafarer under the maritime law governing
shipowner’s liability is limited either to his return to the country of
residence or of shipment, or to temporary illness and /or incapacity.
Socialsecurity schemesin the ship’s country are frequently reserved
to resident seafarers or extend their benefit to non-resident sea-
farers in event of employment injury only. Reciprocity agree-
ments have, however, considerably improved the position of the
non-resident foreign seafarer by granting him the same rights as
those of national seafarers under shipowners’ liability provisions
and employment injury insurance.

International Social Security Charter. According to the 1.L.O.
Report, Social Security for Seafarers, the time has now come to
frame an international social security charter. For this charter,
three essential pre-requisites seem to be necessary,® namely,
integration of shipowners’ liability provisions and the social insur-
ance, assistance or public service schemes in the seafarer’s country
of residence; collaboration between the seafarer’s country of
residence and the ship’s country where the seafarer is not resident
in the latter; and the establishment in the more important ports
outside the ship’s country and outside the seafarer’s country of
residence, of agencies which would be responsible for procuring

Y 1.L.0., Social Security for Seafarers, pp. 38-9.
% ibid., p. 42. % ibid., p. 48.



132 SOCIAL INSURANCE FOR INDUSTRIAL WORKERS

to the seafarer, left ashore at such ports, the medical care, and for
ensuring the payment of compensation, to which he would be
entitled at the expense of the social security institutions of the
ship’s country. To fulfil these three ‘assumptions’, the Report
suggests that each maritime country should adopt an international
charter, comprising : (i) a resident seafarers’ social security code,
containing recommendations concerning social security measures
for resident seafarers of whatever nationality, and serving as a
model framework for national laws and regulations; (ii) a corres-
ponding code for the protection of non-resident seafarers of what-
ever nationality and the maintenance and increase of their insurance
rights; and (iil) an agreement between countries having adopted
the charter to set up post-medical care services and port commit-
tees, and to arrange for the clearing of financial transactions con-
nected with the protection of non-resident seafarers. Of the
pre-requisites mentioned above, in India there exists only a vague
recognition of some rights under shipowners’ liability. There will
thus be the necessity of building almost completely a new founda-
tion of social security for Indian seafarers.

The Report further lays down some general principles, which
might be taken into consideration in framing an international
seafarers’ social security charter. These principles are :!

(1) As there is no clear dividing line between the seafarer’s
working hours and his hours of leisure, all risks incurred
during a voyage might justifiably be regarded as employ-
ment risks.

(2) Protection should be granted by the competent social
security institution of the ship’s country to the seafarer
who is left ill ashore, outside his country of residence, until
he returns to that country or until he is re-engaged on
reasonable conditions of employment.

(3) Where the seafarer returns ill orincapacitated to his country
of residence, financial liability for care and compensation
should continue to lie with the social security institution
of the ship’s country, whether the seafarer resides or does
not reside in that country.

(4) The seafarer must be protected against the risks of illness
and loss of income during the whole span of his working and
not only against the risks incurred during sea service. He
should, therefore, be a memberof the general medical care
and income security schemes of his country of residence.

(6) The seafarers’ insurance fund in each maritime country
would carry all employment risks both of resident and non-
resident seafarers sailing on that country’s ships, including
allillness and death arising during the voyage and the con-
sequences of illness thus arising.

1 1.1..0., Social Security for Seafarers, pp. 62-6.
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(6) During the interval between two voyages, the seafarer
should be continued to be protected against illness, inca-
pacity or death. The general schemes providing sickness,
invalidity and survivors’ benefits and medical care may be
expected to take account of such normal non-employment
in fixing conditions for free insurance period.

(7) The seafarer would also be covered by the general unem-
ployment and old age benefit schemes of his country of
residence like any other employed person. However,
because of hard sea service, a lower pensionable age than
that appropriate to a general old age scheme would be
justified. A seafarer’s special pension would be payable
from the age of 55, at the full rate, until the old age pension
becomes payable under the general scheme, and thereafter
at an amount reduced by that of the general pension.

(8) The general medical care service for employed persons in
the country of residence, of which the resident seafarer
would be a beneficiary, would be responsible for granting
all medical care required by the seafarer during his stay in
the country.

Resident and Non-vesident Seafarers. The application by any
country of these principles would require two sets of regulations:
one applying to seafarers residing in the country and the other to
seafarers not residing in the country though serving on its ships.?
Resident seafarers would be covered by all general social security
schemes for employed persons with the exception of the employ-
ment injury scheme and, at the same time, be insured with the
insurance fund established for the purpose of carrying seafarers’ em-
ployment injury insurance, absorbing shipowners’ liability, paying
supplementary benefits in respect of certain risks now covered by
sickness, invalidity and survivors’ insurance and of granting
special seafarers’ pensions. The non-resident seafarer would also
have the same rights as those of a resident seafarer under the
laws of the ship’s country in respect of illness occurring during the
voyage and incapacity or death resulting from such illness, as well
as in case of death occurring during the voyage. All risks incurred
while he was under agreement with the owner of a ship registered
in a country other than his country of residence would be covered
by the compensation provisions of the ship’s country.

A Model Scheme of Seafarers’ Social Security. The Report also
gives ‘A Model Scheme of Scafarers’ Social Security’, embodying
the above-mentioned principles. The scheme provides benefits
in case of illness or incapacity for work, unemployment, old age,
death and maternity. For the sake of illustration, the benefit
rates proposed by the International Marine Officers’ Association
have been inserted in the scheme. These rates are as follows:

1 1.L.0., Social Security for Seafavers, pp. 56-8.
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(i) Maintenance allowance for unemployed workers—70 per
cent of last earned wages.

(i1) Accidents—Full wages during complete incapacitation
until recovery. Upon recovery, followed by permanent
incapacitation, a pension of not less than 60 per cent of
last earned wages.

(iii) Death due to an accident—Widow’s pension equal to 60
per cent of the deceased’s wages, plus 10 per cent in respect
of each child, subject to a maximum pension of 90 per cent.

(iv) Death or invalidity due to occupational disease should
be equated with accident.

(v) Incase of sickness, including V. D.—Full wages untilarrival
of the seafarer in the home port. Medical attention, hospital
treatment, maintenance abroad and repatriation shall be a
charge on the shipowner. On arrival in the home port, 80
per cent of wages shall be paid as sick pay. In case of sick-
nessin the home port, 80 per cent of wages shall also be paid.

(vi) Retirement (at the age of 55)—Pension shall be pro rata
of the years of service with a minimum of 60 per cent of
wages after 15 years of service.

(vii) Death of a retired seafarer—Widow’s pension at 75 per cent
of the deceased’s pension, plus 5 per cent in respect of each
child under 18, subject to a maximum of 90 per cent of
the deceased’s pension.

(ix) Unemployment following shipwreck—Wages upto 12
months at the owner’s expense.

These are rather liberal provisions. However, before India thinks
of adopting this international charter, it is first necessary that she
should adopt the standards laid down for a national scheme of
social security. As detailed in the beginning of this chapter, these
standards are embodied in the five Conventions and three Re-
commendations of the International Labour Conference.

SociAL SECURITY CONVENTIONS AND RECOMMENDATIONS

The Unemployment Indemnity (Shipwreck) Convention, ‘I1g20.
This Convention provides for indemnity against unemployment
resulting from loss or foundering of a vessel, on which the seafarer
served. This indemnity is to be paid for the days during which the
seaman remains in fact unemployed, at the same rate as the wages
payable under the contract, but the total indemnity payable to
any one seaman may be limited to two months’ wages. India has
so far not ratified this Convention, as there are no ready means
by which shipwrecked seamen could be registered and their claims
recorded. It was feared that the application of the Convention
could only lead to constant disputes between seamen and ship-
owners.! However, to carry out some of the objects of the

1 Labour Bureau (Government of India), Indian Labour Year Book, 1946,
p- 279.
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Convention, some suitable amendments were made to the Indian
Merchant Shipping Act of 1923. Section 58A, which was inserted
by the Indian Merchant Shipping (Amendment) Act, 1931, provides
that if the services of a seaman employed on a ship of Indian
registry are terminated before the date contemplated in the agree-
ment by reason of the wreck or loss of ship, he is entitled to
receive full wages until he is repatriated, and compensation for
the loss upto one month’s wages.

The Unemployment Insurance (Seamen) Recommendation, 1920.
This Recommendation recommends establishment for seamen of an
effective system of insurance against unemployment arising out of
shipwreck or any other cause, either by means of Government
insurance or by means of Government subventions to industrial
organizations whose rules provide for the payment of benefits to
their workers. However, though the seafarer’s employment is one
of changing fortunes and most sensitive to fluctuations in world
economic conditions, relatively few countries have as yet introduced
unemployment insurance for seafarers.! In India, the supply is
about six times the demand and hence the chronic problem of
unemployment cannot be solved unless the whole system of recruit-
ment is reorganized on a rational basis. In fact, before any
attempt is made to introduce any social security scheme, it is
primarily essential to bring down to manageable proportions the
number of persons eligible for service at sea.2

The Shipowners’ Liability (Sick and Injured Seamen) Convention,
1936. This Convention embodies most of the provisions which
had been already accepted as obligations on the part of the owner
or the master of the ship, who is expected to provide medical care
and maintenance, if the seafarer falls ill or is injured while away
from his home. In fact, the Government of India did not ratify
this Convention, because they found that the existing Indian law
afforded better protection to seamen than the assistance sought to
be provided by the Convention.? While giving the causes of non-
ratification of this Convention, the Commerce Member of the
Government of India, in a statement laid on the table of the Legis-
lative Assembly on 29 November 1938, observed that the Indian
Merchant Shipping Act already provides for the principal require-

1110, Social Security for Seafarers, pp. 37-8.

2 Whle advancing the arguments regarding non-acceptance of this Re-
commendation, the Government Member said, in the Indian Legislative
Assembly on 26 September 1921, that no system of unemployment insurance
was practicable in India for two reasons: firstly, Indian seamen combined
to a large degree their seafaring profession with the profession of agriculture,
so that when they were unemployed they could always go back to their
villages and find employment in the fields. Secondly, the Government had
no machinery with them by which they could make the insurance system
effective. According to Dinkar Desai ‘the first cause is imaginary while
the second is a lame excuse’.—Maritime Labour in India, pp. 170-2.

8 Labour Bureau (Government of India), Indian Labour Year Book, 1946,
pp. 282-3.
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ments of the Convention, except in the case of Articles 4 and 5.
“The main difference so far as Article 4 is concerned, is that whilst
laying down the general principle that a shipowner is liable to
provide medical attendance until the sick or the injured seaman
is cured or until the sickness or incapacity is declared to be of a
permanent character, the Convention limits the duration of the
shipowner’s liability to a period of not less than 16 weeks from the
date of commencement of the illness. The Indian Merchant
Shipping Act, on the other hand, makes no reference to any specific
period, but makes the shipowner responsible for providing assist-
ance as long as the seaman remains on board or is in a foreign
country... On the whole, the existing law affords better protec-
tion to the seaman than the limited assistance provided in the
Convention for a period of 16 weeks, at the end of which he may
still find himself ill in a foreign country without any means of
support. Similarly, in regard to the shipowners’ liability to pay
wages to sick or injured seamen, dealt with in Article 5 of the
Convention, there are differences between the provisions of the
Indian Merchant Shipping Act, which are based on those of the
British Merchant Shipping Act, and the requirements of the Con-
vention.... In view of the decision of His Majesty’s Government
in the United Kingdom not to amend the relevant provisions of
the British Acts, a modification of the Indian Merchant Shipping
Act would only benefit a limited number of Indian seamen, the
majority of whom are employed on ships registered in the United
Kingdom. In these circumstances, the Government of India
have come to the conclusion that the Convention cannot be ratified
in India.” Before we examine these arguments of the Government
of India, it is necessary to compare the facilities granted by the
Convention and by the Indian Merchant Shipping Act.

THE SHIPOWNERS' LIABILITY (SICK AND INJURED SEAMEN)
CONVENTION, 1936 AND THE INDIAN MERCHANT SHIPPING

Acr, 1923
Facilities provided by the Ship- Facilities provided bytthe
owners’ Liability (Sick and Injured Indian Merchant Shipping
Seamen) Convention, 1936 Act, 1923
1. Liability for Sickness and Injury
The shipowner is liable in res- If a seaman employed on a ship
pect of sickness and injury registered in India receives any
occurring between the dates hurt or injury in the service of
specified in the articles of the ship, the expenses of prov-
agreement for reporting for viding the necessary surgical

duty and the termination of and medical advice and atten-
the engagement and death re- dance and medicine and also the
sulting from such sickness or ~ expenses of the maintenance,
injury; but exceptions may until he is cured or dies, or is
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Facilities provided by the Ship-
owners’ Liability (Sick and Injured

Seamen) Convention, 1936

Facilities provided by the
Indian Merchant Shipping
Act, 1923

be made under the national
laws or regulations in respect
of injury incurred otherwise
than in the service of the ship;
injury or sickness due to the
wilful act, default or misbeha-
viour of the sick or injured
person; and sickness or infir-
mity intentionally concealed
when the cngagement is cn-
tered into (Article 2).

repatriated and in case of death,
the expense, if any, of his burial
shall be defrayed by the owner
of the ship without any deduc-
tion on that account from his
wages (Section 89).

2. Medical Care and Maintenancel

Medical care and maintenance
continue to be the shipowners’
liability until the seafarer is
cured or until the illness or in-
capacity has been declared of
a permanent character, within
a time-limit of notless than
16 wecks from the day of the
injury or commencement of
illness (Articles 3 and 4).

See No. 1 above. Besides, all
foreign-going British ships and
all home-trade ships, of more
than 300 tons burden, must have
always on board a sufficient
supply of medicines and appli-
ances suitable for diseases and
accidents likely to happen on
sea voyages (Section 87). The
agreement with the crew is to
contain a scale of the provisions
which are to be furnished to
seamen, such scale being, in the
case of lascars, not less than a
scale fixed by the Indian Gov-
ernment (Section 28(2)(f) ). All
British ships and all ships upon
which seamen have been ship-
ped in India are to have aboard
sufficient provisions and water
of good quality, on the scale
specified in the agreement with
the crew (Section 85(1) ).

3. Extent of Shipowners’ Liability

The shipowners’ liability shall
cease from the time at which
the seafarer becomes entitled

No similar provision exists in
the Indian Act.

1 Medical care and maintenance comprise (a) medical treatment and
supply of proper and sufficient medicines and therapeutical appliances and

(b) board and lodging.
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Facilities provided by the Ship-
owners’ Liability (Sick and Injured

Seamen) Convention, 1936

Facilities provided by the
Indian Merchant Shipping
Act, 1923

to medical and Jor cash bencfits
under an insurance or a com-

pensation scheme (Article 4(3)).

4. Cash Payment

Where the sickness or injury re-
sults in incapacity for work,
the shipowner is liable to pay
full wages as long as the sick
or injured person remains on
board, and full or part wages
if he has dependents from the
time he is landed until he has
been cured, or the illness or
the incapacity has been de-
clared of a permanent charac-
ter. This liability also may
be limited to 16 weeks from
the day of the injury or the
commencement of illness
(Article 5).

(i) See No. 1 above. The in-
jured (not sick) seaman, if he
receives injuries in the service
of the ship, is entitled to medi-
cal care, and/or maintenance,
without any deduction on that
account from his wages.

(1)) Where it is agreed that the
services of any lascar shall end
at any port outside India, a
stipulation should Dbe entered
m the agreement with the
crew providing him either fit
for employment on board some
other ship bound to the port at
which he was recruited, or to
such other port in India as may
be agreed on, or a passage to
some portin India free of charge,

5. Burial Expenses

The shipowner is liable to def-
ray burial expenses in cases
of death occurring on board,
or in case of death occurring
on shore if, at the time of
death, the deceased person
was entitled to medical care
and maintenance at the ship-
owner’s expense (Article 7).

or on agreed terms. (Section
28(2) (h)).
See No. 1 above. The ghip-

owner is liable to defray burial
cxpenses, if the death is due
only to employment injury, and
on board the ship.

The Indian Merchant Shipping Act has some additional features.

There is, as we have already seen,

special provision for shipwrecked

lascars, who get full wages (till they are repatriated) and compen-

sation upto one month’s wages (section 584A).

having signed an agreement is

Further, if a seaman
discharged illegally before the
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commencement of the voyage or before one month’s wages are earn-
ed, without fault on his part, he is entitled to receive in addition
to wages earned, due compensation not exceeding one month’s wages
(section 61). In addition to the liabilities regarding provisions
and medicines, mentioned above, the Act lays down for seamen'’s
accommodation on board, a space of not less than 12 superficial
feet and not less than 72 cubic feet for each seaman (section 90).
Lastly, the Act creates a class of ‘distressed seamen’, who receive
maintenance and relief under special provisions (sections 71-84).
However, in spite of all these provisions, the Act seems to fall
short of the international standards laid down by the Shipowners’
Liability (Sick and Injured Seamen) Convention, 1936. Firstly,
as regards medical care, the Act confines only to employment
injury, leaving the other risk of illness. Secondly, the periods
of various benefits are not specifically mentioned. The seaman
no doubt acquires the right to wages and provisions when he com-
mences work, or at the time specified in his agreement for his com-
mencement of work or presence on board, whichever first happens.
This right lasts during the term of agreement; however, according
to section 58, where the services of a seaman are terminated before
the date contemplated in the agreement by reason of the wreck or
loss of the ship, or of his being left on shore at any place outside
India, under a certificate granted as provided by the Merchant
Shipping Acts of his unfitness or inability to proceed on the voyage,
he shall be entitled to wages upto the time of such termination,
but not for any longer period. The Convention provides for a
time limit of 16 weeks in-case of medical care, maintenance or
incapacity compensation. The Indian Act has no such provision.
Thirdly, the main defect of the Indian Act is the absence of any
recognition of the principle of insurance. The Conventicn pro-
vides that the shipowners’ liability may cease from the time at
which the seafarer becomes entitled to medical and/or cash benefits
under an insurance or a compensation scheme. In the absence of
any social insurance for Indian seafarers, the Indian Merchant
Shipping Act could not incorporate such a provision. Lastly,
as has been admitted by the Government of India, there are some
important differences between the provisions of the Convention
and of the Indian Act regarding shipowners’ liability to pay wages
to sick or injured seamen.

Thus on the whole, the Indian Act, is hardly an improvement
over the Convention. On problems like coverage of sickness,
duration of medical care and maintenance, insurance principle and
right of sick or injured persons to wages, it falls short of inter-
national labour standards laid down in the Convention. On the
other hand, it meets the main requirements of the Convention and
insome particular cases (such as of a seaman, who, still sick on the
expiry of the 16 weeks and in a foreign port, finds himself without
any means of support), it may afford better protection. However,
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the Convention lays down only the minimum standards and their
adoption need not in any way lower the already existing high
standards in any country. Suitable features of the Convention,
if intelligently adopted, may increase the utility of the Indian law.
Another argument that a modification of the Indian Act would
only benefit a limited number of Indian seamen does not hold much
water. Modifications on the lines indicated by the Convention
will not only protect the scamen on Indian registered ships, but
will strengthen the claim of the Indian Government for a similar
improvement in the lot of Indian seamen employed on ships re-
gistered outside India.}

The Sickness Insurance (Sea) Convention, 1936. This Convention
provides for compulsory sickness insurance tor seamen. The Con-
vention applies to all seafarers on board any vessel, other than a
ship of war,registered in territory of a ratifying Member. Excep-
tions, however, are allowed in case of certain specified categories of
persons, namely, those employed on board non-commercial vessels
of public authorities, those who can earn more than a prescribed
income limit, those who are not paid a money wage, persons below
or above prescribed age limits, members of employer’s family and
pilots. After completion of a qualifying pcriod and of a waiting
period, an insured person, rendered incapable of work and deprived
of his wages by reason of sickness, is entitled to a cash benefit for
at least the first 26 wecks or 180 days of incapacity. The cash
benefit is to be fixed at a rate not lower than that fixed by the
general scheme of compulsory sickness insurance. The insured
person is also entitled free of charge to medical treatment by a
fully qualified medical practitioner and to the supply of proper and
sufficient medicines and appliances. The Convention, however,
allows the withholding of cash benefit while the insured person is on
board or abroad, while he is maintained by bis insurance institu-
tion or from public funds, or while in respect of the same illness he
receives compensation from another sourcc. When the insured
person is abroad and by reason of sickness has lost his right to
wages, the cash benefit to which he would have been entitled had‘he
not been abroad can be paid in whole or in part to his dependents
until his return. The Convention also allows certain other benefits
such as dependents’ benefits (in kind— medical aid—or in cash),
maternity benefit and funeral benefit. The sickness insurance
scheme is to be financed by insurance persons and their cmployers,
and is to be administered by self-governing institutions.

The Convention thus recommends the introduction of a com-
pulsory insurance scheme, in a form which has now become {fami-
liar. However, this Convention could not be ratified by the
Government of India for the following two reasons : (i) The insti-
tution of a compulsory system of insurance in India applicable

! Dinkar Desai, Maritime Labour in Indua, p 113.
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to all classes of seamen covered by the Convention, and providing
for the grant of the different forms of benefits contemplated therein,
cannot be undertaken except as part of a comprehensive scheme
catering for all classes of labourers ; and (ii) in view of the fact
that a large number of Indian seamen are illiterate, a compulsory
system of insurance 1s not likely to receive general support.! A
separate scheme of sickness insurance can be undertaken, and
later, if necessary, it can be merged into a general scheme. As
for the second reason, the illiteracy of the seamen, even if the
allegation is true, shows the justification and the need of a com-
pulsory insurance scheme, rather than a plea to evade it. What-
ever might have been the reasons behind these arguments, the
times have now changed and a scheme of social security for Indian
seafarers is seriously under consideration.

The Social Security (Seafarers) Convention, 1946. This Conven-
tion covers every person employed on board or in the service of
any sea-going vessel, other than a ship of war, which is registered
in the territory of a ratifying Member. Exceptions, however, are
allowed in case of certain specified categories of persons (such
as members of the shipowner’s family, pilots not members of the
crew, persons not remunerated for their services, etc.) and vessels
(such as those of public authorities not engaged in trade, coastwise
fishing boats of less than 25 tons gross register tonnage, dhows and
junks, etc.). For the ships registered in India, the Convention
has a special clause, which allows exceptions in respect of home-
trade vessels of a gross register tonnage not exceeding 300 tons;
such a special exception, however, is allowed only for a period
not exceeding five years from the date of registration of the rati-
fication of this Convention by India.

The social security benefits provided by this Convention are
medical benefit (for seafarers and their dependents) and cash bene-
fits in respect of incapacity for work, unemployment, old age, and
death. The conditions of award, extent or amount and duration
of these benefits shall not be less favourable than those to which
industrial workers are entitled. Even in a country, where there
is no scheme of social security for industrial workers, seafarers will
be entitled in any case to medical care and cash benefits in case of
incapacity for work, and their dependents to survivors’ pension
in the event of the death of the seafarer. Further, if a seafarer
is left in another territory, by reason of employment injury or
sickness, he is entitled to medical care, maintenance and repatria-
tion and cash allowance equal to 100 per cent of his wages for at
least 12 weeks.

All these benefits, however, accrue only to the resident scafarers,
who are employed on board or in the service of vessels registered
in the territory of the ratifying Member. Non-resident or foreign

1 Statement of the Commerce Member in the Legislative Assembly op
29 November 1938.
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seafarers have very limited rights under this Convention. They
get equality of treatment in the matter of statutory liability of
shipowners in respect of sickness, employment injury and death.
Further, even a non-resident seafarer if he is left ill or injured
outside his country of residence, is entitled to medical care, main-
tenance and repatriation to his home country at the expense of the
shipowner. These are all the benefits, which a seafarer residing in
one country and working on board vessels of another country is
entitled to. The majority of Indian seamen (about 85 per cent)
fall into this unfortunate category and as far as they are concerned
the Social Security (Seafarers) Convention of 1946 is but a repetition
of the Shipowners’ Liability (Sick and Injured Seamen) Conven-
tion of 1936.

The Seafarers’ Pensions Convention, 1946. This Convention
provides for a scheme for the payment of pensions to seafarers on
retirement from sea service. The scope of this Convention is
much the same as that of the Social Security (Seafarers) Convention,
except that it allows exceptions only in respect of vessels of less
than 200 gross register tons as against 25 gross register tons in the
latter Convention. The pension provided by the scheme shall be
payable to seafarers having completed a prescribed period of sea
service on attaining the age of 55 or 60 years as may be prescribed;
and shall, together with any other social security pension payable
simultaneously to the pensioner, be at a rate not less than the total
obtained by computing for each year of his sea service one and
a half per cent of the remuneration on the basis of which contribu-
tions were paid in respect of him, for that period, if the scheme
provides pensions on attaining the age of 55 years, or two per cent
of such remuneration if the scheme provides pensions at the age
of 60 years. The Adarkar-Bodmer scheme provides for the pay-
ment of pension at the age of 5b years and at the rate of 1 per
cent of wages for each year of service. Thus in accepting the first
provision of the Convention it conforms fully to the standards laid
down. ‘

The Seafarers’ Soctal Security (Agreements) Recommendation,
1946. This Recommendation desires that Members should enter
into agreements so as to ensure that seafarers belonging to one
country and employed on board or in the service of a vessel of
another country either remain subject to the schemes of com-
pulsory social insurance or of workmen’s compensation of their
own country. Such agreements, according to the recommenda-
tion, might provide, for example, for Members to act as agents
for one another in token claims, obtaining necessary evidence and
making payments or providing service as benefit to seafarers, or
dependents of seafarers entitled to benefit under the social in-
surance laws of one Member but present in the territory of another
Member; or for the transfer of contributions, or for the applica-
tion of the provisions of the Maintenance of Migrants’ Pension
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Rights Convention, 1935; or for a combination of such methods.
The reciprocal arrangement, however, works best in case of two
countries having similar social standards. India has yet to in-
troduce an effective system of social security for her seafarers and
hence if she desires to get adequate benefits for them, she must
raise her social security standards before she can have a moral
claim on the benefits afforded to her seafarers by other countries.
A large majority (about 85 per cent) of Indian seafarers are em-
ployed on foreign (mainly British) ships and their interest demands
the levelling up of India’s standards of social security.

The Seafarers (Medical Care for Dependents) Recommendation,
1946. This Recommendation advises the Members to endeavour
to provide proper and sufficient medical care for the dependents of
seafarers, pending the development of a medical care service, which
would include within its scope workers and their dependents.
This Recommendation was adopted to supplement the provisions
of the Social Security (Seafarers) Convention, 1946 and hence
should form a part of the scheme resulting from the adoption ot
that Convention.

CONCLUSION

This study of the seafarers’ social security Conventions and
Recommendations reveals how far India has to go to conform to the
minimum international standards laid down in this field. The
Adarkar-Bodmer scheme shows a marked step in this direction;
but it must be followed soon by social security legislation for Indian
seafarers. The Adarkar Report on health insurance for industrial
workers led the legislation (the Employees’ State Insurance Act
1948) on the subject. A similar lead may be given by the Adarkar-
Bodmer Report.
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CHAPTER VIII
EMPLOYEES’ STATE INSURANCE ACT, 1948

THE Employees’ State Insurance Act (No. XXXIV of 1948),
which received the assent of the Governor General on 19 April 1948,
and was thus placed on the statute book, marks the first
important step on the path of a comprehensive plan of social
security. It isstill a long way for India to reach the cherished
objective; the Employees’ State Insurance Act has just made a
beginning, and a good beginning, by providing to perennial
factory employees insurance against sickness, childbirth and
employment injury.

A study of a comprehensive unified scheme of social security for
India naturally divides itself into many parts—a review of the
main provisions of the Employees’ State Insurance Act, an exami-
nation of its limitations, an analysis of its effects on existing legis-
lation and standards and a study of the various measures necessary
to transform the existing limited scheme into a comprehensive
plan of social security.

PROVISIONS OF EMPLOYEES' STATE INSURANCE AcT, 1948

Scope. The Act applies, in the first instance, to all factories
(including Government factories) other than seasonal factories;?
in other words, the Act applies to all perennial factories.? An
‘employee’ in a perennial factory, in respect of whom contributions
are or were payable under the Act and who is, by reason thereof,
entitled to any of the benefits provided under the Act becomes an
‘insured person’. The word ‘employee’, however, has a peculiar
meaning under this Act. Its definition under the Act shows that
clerical labour, workers who are engaged and/or paid through
contractors, and outworkers are covered by insurance. Occa-
sional, temporary, subsidiary, part-time, casual, badli or substitute
workers, if they are in insurable employment, become liable to be
insured. Apprentices and learners, if they are paid, are included.
Even members of the employer’s family are not excluded on ac-
count of their relation with the employer.

On the other hand, the Act makes explicit and implicit excep-
tions. The upper income-limit of Rs. 400 a month generally
excludes the superior supervisory staff in a factory. The definition
that an employee is a person employed for wages (which are to

! The definitions of a ‘factory’ and a ‘seasonal factory’ given in the
Factories Act, 1934, have been generally accepted for the purpose of the
Employees’ State Insurance Act. The changes, which may be effected on
account of the enforcement of the Factories Act, 1948, are indicated later
on in this chapter.

The Act also provides for the extension of 1ts operation to any estab-
lishment or class of establishments, industrial, commercial, agricultural and
otherwise (Section 1(5)).
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be paid or payable in cash) excludes from the scope of the Act
employees who are unpaid or who are paid in kind. The minimum
age of entry into a factory under the Factories Act, 1934, namely,
12 years, automatically applies for entry into insurance also.

Risks Covered. The Preamble to the Act says that the Act
provides ‘for certain benefits to employees in case of sickness,
maternity and employment injury’. Of these three risks, sick-
ness is defined as a condition which requires medical treatment
and attendance and necessitates abstention from work on medical
grounds. Such sickness must be ‘certified by a duly appointed
medical practitioner’. As for the risk of maternity, the Act
defines confinement as ‘labour resulting in the issue of a living
child, or labour after twenty-six weeks of pregnancy resulting in
the issue of a child whether alive or dead’. This provision rules
out any benefit for miscarriage, if it happens within 26 weeks of
pregnancy.! The third risk ‘employment injury’ has been defined
as ‘a personal injury to an employee caused by accident or an
occupational disease arising out of, and in the course of, his em-
ployment in a factory or establishment to which this Act applies,
which injury or occupational disease would entitle such employee
to compensation under the Workmen’s Compensation Act, 1923
(VIII of 1923), if he were a workman within the meaning of the
said Act’. The Act, which thus covers the same ground as that of
the Workmen’s Compensation Act, provides both for accidents and
occupational diseases, if they arise ‘out of and in the course of
employment’.2  However, many of the injuries, not arisen in this
manner, may be ‘certified by duly appointed medical practitioners’
as sickness, and thus can come within the scope of the Act. Itisa
very thin line of demarcation between sickness, incapacity arising
out of employment injury, and invalidity caused by injury not
resulted in the course of employment.

Administration. For proper administration of the social
insurance scheme, the Act has proposed to set up three institutions:
(a) Employees’ State Insurance Corporation; (b) Standing Com-
mittee of the Corporation; and (c) Medical Benefit Council.

The Employees’ State Insurance Corporation, which was set up
on 1 September 194823 is the most important of the three institu-
tions. It is a body corporate, having perpetual succession and a
common seal and can sue and be sued. The Act does not speci-
fically mention the duties of the Corporation, which seems to be in
general charge of the administration of the scheme. In addition
to the administration of the scheme of benefits specified in the

1t may be mentioned here that the U.P. Maternity Benefit Act provides
for three weeks’ leave, with pay, in case of miscarriage.

% The phrase ‘out of and in the course of employment’ has been responsible
for considerable litigation both in the United Kingdom and India. (See
B. P. Adarkar’s Report on Health Insurance for Industrial Workers, p. 214.)

For the personnel of the first Corporation, see the Government of India
Gazsette, Extraordinary, 1 and 6 September 1948.
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Act, the Corporation has been empowered to promote measures
for the employment of the health and welfare of insured persons,
and for the rehabilitation and re-employment of insured persons
who have been disabled or injured. The Corporation may be said
to be the Parliament of the social insurance administration.

The executive of this administration is the Standing Committee
elected from among the members of the Corporation. The first
Standing Committee was elected on 6 October 1948. The members
of the Standing Committee, with the assistance of the staft of the
Corporation, are to see that the decisions arrived at by the
Corporation are carried out and that a smooth and efficient
working of the administration is ensured.

The Medical Benefit Council is more or less a specialized body,
set up to advise on mattersrelating to the administration of medical
benefit, the certification for purposes of the grant of benefits and
other connected matters; to have such powers and duties of in-
vestigation as may be prescribed in relation to complaints against
medical practitioners in connexion with medical treatment and
attendance; and to perform such other duties in connexion with
medical treatment and attendance as may be specified in the regula-
tions. The first Medical Benefit Council was set up on 28 Decem-
ber 1948.

If necessary, the Corporation may appoint Regional Boards,
Local Committees and Regional and Local Medical Benefit Councils
for decentralization of administration.

The constitution of the Corporation, Standing Committee and
Medical Benefit Council, in regard to the representation given to
various interests, may be illustrated as in the Table below :

Representation given to
Government Emplo- Emplo- Medical Central Total
- yees yers  profes- Legisla- repre-
Bodies Central States’ Chief sion ture  senta-
Govt. Govts, Commis- tion
sioners

Employees’ State

Insurance Corpora-
tion .- 7 Y 1 5 5 2 2 3
Standing Committee 4 3 . 2 2 1 1 13
Medical Benefit 32 9 . 3 3 . 21

Council

1 Including Chairman and Vice-Chairman, who are respectively Minister for Labour and
Minister for Health in the Central Government.

2 Including the Chairman, who i3 a Central Government official.

The statement shows that Government (Central and States)
have received more than 50 per cent representation in each of the
three bodies. Section 4(c) of the Act gives representation to the
Central Government in the Corporation to the extent of ‘not more
than five persons to be nominated by the Central Government’.
All these five seats have been filled by nomination of Central
Government officials.
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It has now been recognized that social insurance funds should
be administered by self-governing institutions under the supervi-
sion of public authority, and that the insured persons, through
elected representatives, should be encouraged to play an important
part in the management of the insurance system. Employers,
Government and medical professions may be represented, but full
scope in administration should be given to persons, for whose
benefit the social insurance scheme is introduced. In India,
employees’ representation, as it is at present, comes only to about
16 per cent in the Corporation and the Standing Committee and
about 14 per cent in the Medical Benefit Council.

Finance. The Employees’ State Insurance Fund will be mainly
derived from (a) contributions from employers and employees;
(b) subsidy from Government—Central and States; and
(c) grants, donations, and gifts from other sources. The contri-
butions from employers and employees will be studied in the next
section. The Central Government is to make a grant, every year
during the first five years, to the Corporation, of a sum equivalent
to two-thirds of the administrative expenses of the Corporation.
The responsibility for providing medical benefits rests with States’
Governments. The Corporation is to enter into an agreement
with the States’ Governments in regard to the nature and scale
of medical treatment and for the sharing of the cost thereof.
Though no definite share has been laid down in the Act, it is in-
tended that by agreement, the States’ Governments should bear
one-third of the cost of provision of medical care. Thus the Cor-
poration has to bear the cost of sickness benefit, maternity benefit,
disablement benefit and dependents’ benefit—all in cash; one-
third of administrative expenses, and two-thirds of medical
treatment and care.

Contributions. The rates of the weekly contributions payable
inrespect of an employee both by the employer and employee have
been fixed under the Act as follows :

Employee’s Employer’s N Total
Group of employees contribution  contribution contribution

Employees whose average daily ~ Rs. as. ps. Rs. as. ps. Rs. as.ps.
wages are

Below Re. 1 Nil 070 O0T1TFDO
Re. 1 and above but below

Rs. 1-8 020 070 090
Rs. 1-8 and above but below

Rs. 2 040 080 0120
Rs. 2 and abovebutbelowRs.3 0 6 0 012 0 1 2 0
Rs.3and abovebutbelowRs.4 0 8 0 1 0 0 1 8 0
Rs.4and abovebutbelow Rs.6 011 0 1 6 0 2 1 0
Rs.6and above butbelow Rs.8 015 0 114 0 213 0
Rs. 8 and above 1 40 280 312 0
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Employees have been divided into eight groups on the basis of
their average daily wages. The employees in the first group
(those whose average daily wages are below Re. 1) are ‘exempted
employees’. This class of employees will be entitled to benefits
under the Act, without paying anything in the form of contribu-
tions. This exemption may be justified on the ground that
employees who are poorly paid should not be taxed. However,
a nominal contribution, say, of half an anna per week, should have
been fixed for the lowest class for the following reasons: (a) An
employee who gets ‘free’ benefits may take them as charity and
would not take an interest in the Fund by right. Even a nominal
contribution would make him feel that he has a right to benefits
and he can claim them with self-respect. (b) A fair number of
employees in Indian factories may belong to this class. After the
present inflationary period, this number is likely to increase con-
siderably. (c) Even very low contributions from a large number
of people may bring in valuable income to the funds of the
Corporation.

The table of rates of contributions reveals one more feature.
Except for the first two groups, the employer’s contribution is
exactly double that of an employee. This may be justified on the
ground that maternity benefit and workmen’s compensation which
had so far been solely the employer’s liability, have now been
included in the benefits to be given under the scheme.

The upper income-limit for eligibility to insurance is Rs. 400
per month, i.e., a little over Rs. 15 per day. The eighth group,
therefore, covers a wide field—employees whose average daily
wages are Rs. 8 and above but below Rs. 15.

Benefits. Inreturn for these contributions, the insured employee
will be entitled to the following benefits: (a) sickness benefit,
(b) maternity benefit; (c) disablement benefit; (d) dependents’
benefit; and (e) medical benefit.

(@) Sickness benefit. For sickness, certified by a duly appointed
medical practitioner, an employee will be entitled to sickness cash
benefit in any benefit period,’ subject to a maximum of 56 days’
benefit during any continuous period of 365 days, if during the
corresponding contribution period, contributions have been paid
on his hehalf for not less than two-thirds of the number of weeks for
which he is deemed to have been available for employment, subject
to a minimum of 12 contributions. A person is deemed to have
been not available for employment in any week, if during the
whole of such week he is either unable to work on account
of duly certified sickness or qualified to receive disablement
benefit for temporary disablement. A woman is deemed

! Benefit period is a period of 26 consecutive weeks or 6 consecutive
months. The right to claim sickness or maternity benefit will depend upon
contributions made 1n a contribution period of 6 consecutive months preced-
ing the benefit penod.
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to have been not available for employment in any week
if during the whole of such week she would have been entitled
to the maternity benefit provided under the Act. The daily
rate of sickness benefit during any benefit periodis to be an amount
equivalent to one-half of the sum of the assumed average daily
wages for each of the weeks for which contributions were paid.
The employee, however, is not entitled to the benefit for an initial
waiting period of two days except in the case of a spell of sickness
following, at an interval of not more than 15 days, the spell of sick-
ness for which sickness benefit was last paid.

(b) Maternity benefit. An insured woman is entitled to re-
ceive maternity benefit at the rate of 12 annas a day for all days
on which she does not work for remuneration during a period ot
12 weeks, of which not more than 6 weeks should precede the
date of confinement. Just as in the case of sickness benefit,
an insured woman is qualified to claim maternity benefit for a
confinement in a benefit period, if during the corresponding contri-
bution period, weekly contributions in respect for her were payable
for not less than two-thirds of the number of weeks during which
she shall be deemed to have been available for employment, sub-
ject to a minimum of 12 contributions; however, an additional
proviso is that at least one contribution should have been paid
between 35 and 40 weeks before the week in which the confinement
takes place or in which notice of pregnancy is given before confine-
ment, whichever is more advantageous to the insured woman.
Another condition of benefit is that the woman must be confined
after at least 26 weeks of pregnancy.

(c) Disablement benefit. For the three kinds of disability due to
employment injury, disablement benefit is payable in the form of
periodical payments. If sickness benefit is equivalent to half the
assumed average daily wages of the person concerned for the weeks
he worked during the 52 wecks immediately preceding the injury,
the rates of disablement benefit are as follows: .

i) For temporary disablement—a cash allowance at the rate
of sickness benefit.

ii) For permanent, partial disablement—a cash allowance at
percentage of (i) according to the degree of disablement
prescribed in the Workmen’s Compensation Act, 1923.

iii) For permanent total disablement—cash allowance at
(a) for life.

(d) Dependents’ benefit'. Where aninsured persondies as a result
of an employment injury sustained as an employee under the Act,
his widow and children are entitled to dependents’ benefit at the
following rates: (a) to the widow during life or until remarriage

1 The definition of ‘dependent’ as given in the Workmen’s Compensation

Act hasbeen accepted by the Employees’ State Insurance Act.  Vide Part I,
Chapter I1I, Workmen's Compensation, pp. 67-8.
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an amount equivalent to three-fifths of the ‘fullrate’? and, if there
are two or more widows, the amount payable to the widow as
aforesaid shall be divided equally betwecen the widows; (b) to
each legitimate adopted son, an amount equivalent to two-fifths
of the full rate until he attains 15 years of age; and to each legiti-
mate unmarried daughter, an amount equivalent to two-fifths of the
‘full rate’ until she attains 15 years of age or until marriage, which-
ever is earlier. In casethe deceased person does not leave a widow
or legitimate child, dependents’ benefit at such rates as may be
determined by the Commissioner of Workmen's Compensation
shall be payable as follows: (a) to a parent or grandparent,
forlife; (b) to any other male dependent, until he attains 15 years
of age; and (c) to any other female dependent, until she attains
15 years of age or until remarriage, whichever is earlier or, if
widowed, until she attains 15 years of age.

(e) Medical Benefit. An insured person is entitled to medical
benefit, which may be given either in the form of out-patient treat-
ment and attendance in a hospital or dispensary, clinic or other
institution or by visits to the home of the insured person or treat-
ment as in-patient in a hospital or other institution. He is entitled
to medical benefit during any week for which contributions are
payable in respect of him or in which he is qualified to claim sick-
ness benefit or maternity benefit or is in receipt of disablement
benefit.

About the various benefits mentioned above, the only comment
that can be made is their inadequacy.?

Adjudication of Disputes and Claims. The Act provides for the
setting up of Employees’ State Insurance Courts to decide disputes
and adjudicate on claims. The matters to be decided by these
Courts include eligibility of an employee to insurance, rates of
wages and of contribution, right to benefits, etc. The Courts will
have all the powers of a Civil Court for the purposes of summoning
and enforcing the attendance of witnesses, compelling the produc-
tion of documents and material objects, administering oath and
recording evidence. Ordinarily, there would be no appcal from
an order of an Employees’ State Insurance Court; however, an
appeal, if it involves a substantial question of law, may be made
to the High Court.

Penalties. Lastly, the Act lays down certain penalties for
making a false statement, for failure to pay contributions, for
unlawfully reducing the wages or any privileges or benefits admis-
sible, for failure or refusal to stbmit any return required under the
Act, for obstructing an Inspector in the discharge of his duties, etc.

1 ‘Full rate’ is generally equivalent to half the assumed average daily
wages,

B P. Adarkar has suggested a long list of ‘additional benefits’—Report
on Health Insurance for Industrial Workers, Appendix XII, p. 171 Though
the Act does not make any specific provisions in respect of them, the Cor-
poration may consider their inclusion at a later stage.
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EFFECTS ON MATERNITY BENEFIT AND
WORKMEN’S COMPENSATION LEGISLATION

The inclusion of childbirth and employment injury among the
risks covered by the Employees’ State Tnsurance Act would neces-
sarily involve some important changes in the existing legislation.
These changes would mainly be of two types:

(1) The changes directly due to and in consequence of the
introduction of the Employees’ State Insurance Scheme. Many
of the provisions of the Employees’ State Insurance Act will
necessitate changes of commission and omission with regard to a
number of provisions in the Indian Workmen’s Compensation
Act and the various Maternity Benefit Acts. However, as
far as the latter are concerned the enactment of the Employees’
State Insurance Act—a Central Act—makes the States’
Maternity Benefit Acts null and void to the extent that they are
repugnant to the provisions of the Central Act relating to
maternity benefit.

(2) The other type of changes would arise from the desir-
ability of putting the workers not covered by the State Insur-
ance Scheme (such as the non-factory workers) on a par with
those covered by the Scheme (perennial factory workers).

The following paragraphs briefly study the extent to which
modifications in the Workmen’s Compensation Act and Maternity
Benefit Acts are necessary because of the enforcement of the
Employeces’ State Insurance Act. For this purpose, the main
differences between the Employees’ State Insurance Act on the
one hand and the Workmen’s Compensation and Maternity Benefit
Acts on the other have been indicated. The effects of and on
the Factories Legislation have been studied later at the end of
this chapter.

Scope. The Employecs’ State Insurance Scheme provides for
compulsory insurance to all employees getting not more than
Rs. 400 per month and employed for remuneration in or about
perennial factories by, or on behalf of, the owner, for the pyrposes
of his trade or business, including workers detached on temporary
jobs outside the factory premises and including workers employed
for such purposes under contractors.!

The scope of the Maternity Benefit Acts varies, though not very
widely.®2 The Acts differ in scope mainly on the following pomts:

(1) The Mines Maternity Benefit Act applies to mines and
the Assam Act applies to plantations. The Bombay,? Madhya
! The Factories Act, 1934 has been amended by a comprehensive enact-

ment Now a factory means an establishment with more than 9 workers and
working with aid of power or with more than 19 workers working on a manu-

facturing process, with or without aid of power. With this new definition,
the Employees’ State Insurance Act would cover a large number of workers.

2 See Part I, Chapter 11, Maternity Protection, pp. 36-41.

3 The Bombay Act does not apply to the whole of the State, but to
specified towns and distncts,
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Pradesh, Ajmer-Merwara and Delhi Acts cover both perennial
and seasonal factories. In Uttar Pradesh all perennial factories
with more than 10 workers in each are covered.

(ii) None of the Maternity Benefit Acts lays down any income
limit, unlike the Employees’ State Insurance Act, which excludes
from the scope employees getting more than Rs. 400 per month.
In practice, however, this difference matters very little, because
almost all the women employees in factories get less than Rs. 400
per month. .

(iii) The Employees’ State Insurance Act covers all employees
including contract and clerical labour. The Maternity Benefit
Acts cover only manual workers, directly paid.

The Workmen’s Compensation Act excludes casual workers and
workers who are not employed otherwise than for the purposes
of the cinployer’s trade or business. However, its scope is very
much wider than that of the Employees’ State Insurance Act.!
Of the 28 classes of occupations and services covered by the Work-
men’s Compensation Act, the following classes may be affected
by the Employees’ State Insurance Act:

Workers covered by the
Workmen’s Compensation
Act

(1) Railway servants

Employees who may be affected
by the Employees’ State
Insurance Act

(1) Employees in raillway work-
shops, coming under the
Factories Act

(2) Workers in factories,
having 10 or more workers
(clerks excluded) (2-3) Employees

in perennial
factories

(3) Workers in factories, not
using power, but having
more than 50 workers

(4) Tramwaymen  ( excluding
clerks)

(5) Workers employed on tele-
graph or telephone lines

(6) Labour employed in contract
or sub-contract work of rail-
ways

(7) Workers in petroleum or
natural gas companies (ex-

(4) Employees in tramway
workshops, coming under
the Factories Act

(5) Employees in telegraph or
telephone workshops, com-
ing under the Factories Act

(6) Contract labour in railway
workshops, coming under
the Factories Act

(7) Employees in mineral oil
factories

cluding clerks)

! For the scope of the Workmen's Compensation Act, see Part I, Chapter
111, Workmen’s Compensation, pp. 54-7. See also section 2(1) n) and
Schedule II of the Workmen’s Compensation Act,
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Workers covered by the Employees who may be affected

Workmen’s Compesation by the Employees’ State
Act Insurance Act
(8) Workers in electrical gene- (8) Employees in electrical
rating or transforming sta- workshops and power sta-
tions (excluding clerks) tions, coming under the

Factories Act
(9) Workers in cinematograph (9) Employees in cine-studios,
pictures declared as factories under
the Factories Act

The Workmen’s Compensation Act covers a number of other
industries, which lie practically outside the scope of the Employees’
State Insurance Act. Some of these industries, such as mining,
plantations, construction work, etc., are important and employ
a large number of workers.

Boththe Acts have anupper income-limit of Rs. 400 per mensem
and persons getting more than this amount are excluded from the
scope of the Acts.

Benefits. As seen carlier in this chapter, the Employees’ State
Insurance Act provides for sickness benefit, maternity benefit,
disablement and dependents’ benefit (on account of injury or
death due to employment injury), and medical benefit. Of these,
the Maternity Benefit Acts already grant maternity benefit, while
the Workmen’s Compensation Act provides for disablement and
dependents’ benefits. Both these sets of measures make provision
only for cash compensation and generally overlook medical care,
which is necessary for restoration of working capacity. Only a
few Maternity Benefit Acts (Assam, Bihar, U. P. and of Mines)
make provision, though inadequate, for medical benefit during the
confinement period.

The rate of maternity (cash) benefit, provided by the various
Maternity Benefit Acts, varies between 6 as. and 12 as. per day
and the average may be considered asat 8 as. per day, This
benefit is payable for a period, which varies between 7 weeks
and 60 days—the majority of Acts having it as 8 weeks, 4 weeks
before and 4 weeks after childbirth. The Employees’ State
Insurance Act is a definite improvement on these provisions.
Maternity benefit under that Act is payable at the fixed rate of
12 as. a day for a total period of 12 weeks of which not more than
six can precede the confinement. However, a few of the provi-
sions in some of the Maternity Benefit Acts are absent in the Em-
ployees’ State Insurance Act. For example, payment of a cash
bonus of Rs. 5 is made by the Bihar and U. P. Acts and of Rs. 3
under the Mines Maternity Benefit Act. The U. P. Act also
provides for 3 weeks’ maternity leave, with pay, in case of mis-
carriage. The Bihar and U. P. Acts have some more happy
features such as the provision for the maintenance of créches,
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appointment of health visitors and additional rest-intervals.
Some of these amenities, however, have been provided under the
Factories Act, 1948.

The Workmen’s Compensation Act does not provide for medical
aid. However, it provides cash benefit to a worker in case of dis-
ability due to employment injury; and to his dependents in case
of death of the worker, due to employment injury. The Em-
ployeces’ State Insurance Act also provides for disablement and
dependents’ benefits. The disablement and dependents’ benefits
granted by the Workmen’s Compensation Act and the Employees’
State Insurance Act are given below for the sake of comparison:

EMPLOYEES' STATE INSURANCE ACT, 1948

Risk

Benefits granted under the
Workmen’s Compensation Act,

For adults

For minors

Benefits granted
under the Employecs’
State Insurance Act,

1948

Temporary
disablement

Half-monthly pay-
ments at the rate ot
half of monthly
wages to those hav-
ing monthly wages
of Rs. 10 and less,
and at rates vary-

Half monthly
payments of
half of mon-
thly wages
subject to a
maximum of
Rs. 30.

Weekly payments at
the rate of half of
average wages.

ing from Rs 5 to
Rs. 30 per fortmight
to those getting more
than Rs. 10 p. m.

Permanent Lump sum payments Rs. 1,200 1 a At the rate of half of
total disable- at rates varymng lumpsum average wages for
ment from Rs. 700 to payment. hife.

Rs 6,300 according
to the wage group.
Such percentage of compensation

Permanent At a percentage of

partial dis- which would have becn payablc halfofaverage wages

ablement for permanent total disablement as  as provided in sec-
15 proportionate to the loss of tion 4 of the Work-
capacity permanently caused by men’s Compensa-
that injury. tion Act, for hfe.

Death Lump sum payments Rs. 200 ina (1) To widow—3/5ths
at rates varymg lump sum of half of average
from Rs. 500 to wages for life or

Rs 4,500 according

until remarriage.
to wage group.

(1) to each child—
2/6ths of half of
average wages till
the child attains 15
years of age (in case
of a daughter till
she attains 15 years
or till marriage,
whichever is earlier).
Where the total of
the fractions exceeds
half of average
wages, proportionate
reductions are made
in benefits.




158 SOCIAL INSURANCE FOR INDUSTRIAL WORKERS

This statement shows that as far as actual rates arc concerned,
the Employees’ State Insurance Act is hardly an improvement
over the Workmen’s Compensation Act. Credit may be given
tothe former Act on twocounts: (a) Pensions have been substituted
for lump sums in case of benefits to permanently disabled workers
and to dependents. Periodical benefits are considered better than
lump sum payments, mainly on the oft-repeated supposition that
the beneficiary is improvident by nature—a supposition that is
not correct in many cases. (b) The other improvement brought
about by the Employeces’ State Insurance Act is that same rates
are available both for adults and minors. This Act does not make
the compensation dependent on the age of the victim. However,
in practice, this improvement matters little, because as the accident
compensation figures show, the number of injured minors is very
small, compared to that of injured adults.!

The definition of ‘dependents’ given by the Workmen’s Com-
pensation Act has been accepted by the Employees’ State Insurance
Act and hence there is no difference between the two Acts on this
point.

Contributions. The Maternity Benefit Acts and the Workmen’s
Compensation Act arc based on the principle of employer’s liability
and hence do not levy any contribution on the beneficiaries. The
Employees’ State Insurance Act, on the other hand, 1s based on
the principle of insurance and levies contributions both on em-
ployees and employers. In return for thesc contributions, the
Corporation grants cash and medical benefits.

Administration. The greatest contribution of the Employees’
State Insurance Act in the social security ficld 1s perhaps the
administrative and judicial machinery, which is to be set up under
the Act. The benefits of the Maternity Benefit Acts and of the
Workmen'’s Compensation Act are inadequate and this inadequacy
1s felt more keenly because of the lack of proper enforcement of
the provisions of the Act. The responsibility of administration
of the Maternity Benefit Acts has been placed on the Factory
Inspector, who because of his other duties hardly finds time or
takes any intercst in the administration of the maternity benefits.2
The administration of the Workmen's Compensation Act has been
better, mainly because it has been entrusted to specially appointed
Workmen’s Compensation Commissioners in some important towns.
However, in other cases the District Magistrates or other judicial
officers act as Commissioners in addition to thewr own normal
duties, with the result that often workmen’s compensation cases
are left in arrears.®

1 See Part I, Chapter II1, Workmen's Compensation, pp. 80-1.

2 For the defects in the administration of the Materniry Benefit Acts,
see Part I, Chapter 11, Maternity Protection, pp. 46-8.

3 See Part 1, Chapter II1, Workmen’s Compensation, pp. 73-9.
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The Employees’ State Insurance Act has created a special
machinery in the form of the Employees’ State Insurance Corpora-
tion and its allied and constituent bodics. It is the responsibility
of this machinery to see that benefits provided under the Act are
being paid to insured employces. The responsibility regarding
payment of benefits has been transferred from individual employers
to a specially created Corporation and this transfer of responsibility
may result in mitigation of such present-day evils, as fear of
victimization, collusion between employers and injured employees,
non-payment to victims or their dependents, etc.

The Employees’ Insurance Courts will be set up under the
Employees’ State Insurance Act solely for the purpose of deciding
disputes and adjudicating on claims. Such a special judicial
machinery may ensure speed, efficicncy and justice.

SocIAL SECURITY AND IFACTORIES LEGISLATION

The Employees’ State Insurance Act, 1948 applics, in the first
instance, to all perennial factory employces. This class of wage-
carners, it seems, has received special attention in recent years.
The year 1948 also saw the enactment of another important Act
concerning factory labour. This Act, called the Factories Act,
1948, not only consolidates the law regulating labour in factories,
but also introduces a number of new important features, thereby
radically revising the earlier factories legislation. The Act aims
to regulate the working conditions of factory employees and thus
has a dircct bearing on any other legislation designed to better the
lot of this class of wage-carners. The working of the Employees’
State Insurance Act, which aims to provide for certain social
insurance benefits to perennial factory employees, may thus be
greatly influenced by the adequate enforcement of the Factories
Act. The nature and extent of this likely influence may be seen
from a comparative study of these two Acts.

Scope. When the framers of the Workmen’s State Insurance
Bill, 1946 (which has now become the Employees’ State Insurance
Act, 1948) laid down that the Act would ‘apply to all factories
(including factories belonging to the Crown) other than seasonal
factories’, they had beforc them the Factories Act, 1934. The
unhappy distinction between scasonal and perennial factories has
been removed by the Factories Act, 1948, because it was felt both
unnecessary and undesirable that a factory which works for a part
of the ycar should get more lenient treatment in respect of provi-
sions relating to health, safety and welfare, than that given to a
factory working throughout the year.

The Factories Act, 1948, compared to that of 1934, goes very
much further by widening the scope of a ‘factory’. According
to the 1948 Act, a factory means all industrial establishments
employing 10 or more workers where power is used and 20 or
more workers in all other cases. As a result of this definition,
it is estimated that the number of establishments and the number
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of workers, coming within the scope of the Factories Act will be
increased by 200 per cent and 40 per cent respectively. The
Factories Act, 1948 thus provides a very wide field to the Employecs’
State Insurance Scheme, which may soon be affording protec-
tion to about 32 lakhs of employees in about 35,000 indus-
trial establishments,! Contract labour and clerical staff employed
1, or in connexion with, the work in these factories will also add
to the number of employees to be covered by the Employees’
State Insurance Act.

Administration. One of the greatest defects of the working of the
Factories Act, 1934 was the inadequate cnforcement of its provi-
sions. In 1946 and 1947, for example, the number of factories not
inspected came to 19.0 per cent and 14.2 per cent respectively
of the total number of factories. The lack of adequate inspection
is mainly due to the shortage of trained staff of Factory Inspectors.
The Factories Act, 1948, not only increases the number of ‘ factories’
and persons coming within its scope, but also extends the scope
of existing provisions and adds a number of new provisions. The
cxtension on all these fronts would naturally necessitate strengthen-
g ot the Factory Inspection Service, both as regards quality
and quantity. The Central and States Governments have
already realized this necessity. The Office of the Chief Adviser,
Factories, of the Central Government has conducted some training
and refresher courses for the Factory Inspectors. In the States
the number of Factory Inspectors has increased from 59 in 1946
to 87 in 1947.2 The question of Inspection Services also came up
for discussion at the Preparatory Asian Labour Confercnce (New
Delhi, 1947) and later at the Technical Conference of representatives
of Labour Inspection Services of Asian countries (Kandy, November
1948).

For the proper enforcement of medical provisions, the Factories
Act provides for the appointment of qualified medical practitioners
as ‘certifying surgeons’. The duties of these surgeons relate
to the examination and certification of young persons, the examina-
tion of persons engaged in factories in dangerous occupations
and processes and medical supervision. The Employees’ State
Insurance Act also provides for the appointment of Inspectors for
checking the returns received from employers and for ascertaining
whether the provisions of the Act arc complied with. The
functions of the Inspectors appointed under the Factories
Act and under the Employees’ State Insurance Act are similar
in many respects and both these classes of Inspectors have to deal
with the same class of wage-earners, naimnely, the factory employees.
Mutual and active co-operation between thesc Inspectors will lead

1 The latest available factories statistics show that about 12,000 factories
employing 2,088,422 workers were covered by the Factories Act, 1934,
during the year 1948 (second half).

For measures adopted by the Provincial Governments to strengthen the
Factory Inspection Service, see Indian Labour Gazette, May 1948, pp. 806-8.
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to successful enforcement of the provisions of both these Acts and
it may even be considered whether, to strengthen the Inspection
Service, a joint cadre of Inspectors can be set up. The Inspectors
under the Factories Act are appointed by the States Govern-
ments, while those under the Employees’ State Insurance Act
will be the nominees of the Corporation. The States
Governments, however, are to administer the medical benefits
under the insurance scheme and hence the Corporation may enter
into an agreement with them to have a joint Inspection Service,
especially of Medical Inspectors. The certilying surgeons
appointed under the Factories Act, may ecasily supervise the
enforcement of medical provisions of the Employees’ State
Insurance Act.

Medical benefits under the Employees’ State Insurance Act
are to be provided by the States Governments, while the
administrative side and the cash benefits are the responsibility of
the Corporation, under the supervision of the Central Government.
Because of this division of responsibility under one and the same
Act, there may be variations in medical standards of different
States and to avoid this defect, it has been arranged that the
nature and scale of medical benefits and the apportionment of
costs should be decided by agreement between the Corporation
and the States’ Governments.

Health, Safety and Welfare. The Factories Act, 1948 elaborates
in great detail the provisions relating to health, safety and welfare.
Better working conditions, greater safety precautions and more
welfare amenities will result in a less number of accidents and less
ill-health, and thus may facilitate the work of the Employces’
State Insurance Scheme. Special mention may be made here of
two welfare provisions provided under the Factories Act: firstly,
cvery factory wherein 500 or more workers are ordinarily employed,
the occupier is to employ in the factory such number of welfare
officers as may be prescribed. Benefits provided under the
Employees’ State Insurance Act can be included among welfare
measures, and the welfare officers may see that these are properly
granted to factory cmployees. Secondly, the Act authorizes
States Governments to make rules ‘requiring in any factory or
class or description of factories that representatives of workers
employed in the factory shall be associated with the management
of the welfare arrangements of the workers’. This provision
enabling the workers to take an active interest in the welfare work
of their factory may be beneficial to the successful working of the
Employees’ State Insurance Act.

Employment of Young Persons and Women. The age of entry
into employment according to the Factories Act, 1934 was 12.
The Factories Act, 1948 raises it to 14, thus excluding the child-
workers between 12 and 14 years of age from coming within the
scope of the Employees’ State Insurance Act. The upper age limit
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of adolescents also has been raised from 17 in the 1934 Act to 18 by
the 1948 Act. Both the child (of 14 and 15 years of age) and the
adolescent (between 15 to 18 years of age) must get medically
cxamined every year by a certifying surgeon and possess a certifi-
cate of fitness, declaring him fit to work in a factory.

Leave with Wages. Another set of provisions in the Factories
Act, 1948, which may prove beneficial to the working of the
Employees’ State Insurance Act, is about holidays and leave with
wages. In addition to a weekly holiday, the Act provides for
every worker, who has completed one ycar’s continuous service,
lcave with wages at the following rates: (a) to an adult one day
for every 20 days of work, subject to a mimimum of 10 days; and
(b) to a child one day for every 15 days of work, subjcet to
a minimum of 14 days. So an adult worker may get in a year
about 70 days of leave, while a child worker will be entitled to
about 76 days.

The Employees’ State Insurance Act lays down that cash benefits
in respect of sickness, maternity and temporary disablement are
not to be paid to an employee on any days on which he works and
receives wages. The Act, however, is not clear about grant or
cash benefits to workers who arc on sick leave with wages. If
these persons are granted both leave pay and cash benefits, there
is the fear of an increase in malingering and collusion between
employees and their doctors. At the samc time a worker
would be reluctant to forego his leave with wages, especially when
the Factories Act lays down ‘that the total number of days of
leave which may be carried forward to a succecding period shall
not exceed fifteen 1n the case of an adult or twenty in the case of
a child’.

Occupational Diseases. The Factories Act, 1948, enumerates
in a Schedule a list of seventeen occupational diseases. If any
worker in a factory contracts any diseasc specified in the Schedule,
the manager of the factory and the medical practitioner attending
upon the person are required to send the intimation regatding
the disease contracted to the authorities concerned. The Act
empowers any State Government to appoint a competent
person to inquire into the causes of any accident occurring in a
factory or into any case where a disease specified in the Schedule
has been contracted in a factory. Further, a Factory Inspector
has been authorized to take a sample of any substance used or
intended to be used in a factory, if the Inspector believes that the
use of that substance is in contravention of any of the provisions
of this Act, or the rules thereunder, or is likely to cause injury to
the health of workers in the factory.

Thelist of occupational diseases in the Schedule to the Factorics
Act, 1948, is more exhaustive than that in the Schedule to the
Workmen’s Compensation Act, 1923. The former list enumerates
17 diseases, while the latter has 12. Eleven of these diseases arc
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common to both the lists. The only disease in the list of the
Workmen’s Compensation Act, which does not find a place in the
list of the Factorics Act is ‘ compressed air illness or its sequelac .
On the other hand, the following six diseases, which are in the
Schedule to the Factories Act, are outside the scope of the Work-
men’s Compensation Act : (i) Manganese poisoning or its scquelae;
(ii) Carbon bisulphide poisoning; (iii) Silicosis; (1v) Poisoning by
halogens or halogen derivatives of the hydrocarbons of the aliphatic
series; (v) Toxic anaemia; and (vi) Toxic jaundice due to poison-
ous substances. It may be mentioned that the Employees’ State
Insurance Act accepts in fofo the list of occupational discases
enumerated in the Workmen’s Compensation Act; and at the
same time that Act applies to factory workers. For the sake of
uniform policy and administration, it 1s essential to have a uniform
list of occupational diseascs.



CHAPTER IX
MEDICAL CARE SERVICES

ANY insurance scheme covering the risks of sickness, maternity
and/for employment injury, provides benefits of two sorts—cash
bencfits as compensation for the incapacity resulting from the
risk, and medical benefits for the purpose of restoring thc loss
of working capacity or for preventing such a risk. In this chapter,
an attempt is made to study the medical side of social insurance
in its various aspects, on the background of industrial health
conditions in India. Such a study divides itself into many parts:
(a) a survey of existing health conditions; (b) a review of existing
health services, particularly for industrial workers; (c) an analysis
of plansin respect of health services and the medical side of social
insurance; (d) an industrial health organization; and (e) social
insurance versus public medical service.!

Exi1sTING HEALTH CONDITIONS.

The following statements relating to ill-health and death reveal
briefly the existing health conditions in India.2

In 1944, the gencral decath ratc per 1,000 of the population
was 24.1 1n India, as against 9.9 in New Zealand, 10.6 in the
U.S.A. and 11.9 in England and Wales.

In the same year, India’s infantile death rate per 1,000 live
births was 169, as against 30 in New Zcaland, 40 in the U.S.A.
and 46 in England and Wales.

In India nearly half the total deaths are among children under
10 years of age and, of the mortality in this age-group, one half
takes place within the first year of life.

A conservative estimate of the annual number of deaths among
women in the reproductive ages, from causes associated! with
pregnancy and childbearing, is 200,000 or about 20 per 1,000
confinements. With such a large mortality, the number of
women suffering from varying degrees of disabilty and dis-
comfort as a result of childbearing has been estimated at about
four millions.

! The Health Survey and Development Committee, under the Chairman-
ship of Sir Joseph Bhore, published their Report in 1946 in four volumes:
Vol. I, Survey; Vol. 1I, Recommendations; Vol.11I, Appendices;and Vol. 1V,
Summary. These four volumes give a lot of information about the health

conditions in India and suggest long-term and short-term programmes for a
comprehensive plan of health service in India.

2 See the Bhore Committee’s Report, Vol.1. pp. 7-11; and Dr K.C. K. E.
Raja, Health Problems in India (Paper submitted to the First Asian Relations
Conference, 1947), pp. 3-5. The figures given are for undivided India, i. e.,
before partition.
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At least 100 million individuals or one in four of the people
suffer from malaria every year. The number of tuberculosis
patients is about 2.5 millions and about half a million persons
die from this disease every year. About a million persons suffer

from leprosy and more than 37 out of every 1,000 persons have
venereal diseases.

These statements relate to the general public as a whole. They,
however, hold equally good for any particular class of citizens,
such as the class of industrial workers. The industrial worker
shares with all other citizens the health risks, which are common
to all the members of the community. At the same time,
there are certain occupational risks which confront him. The
conditions of health of the industrial workers must, therefore, be
studied from two viewpoints—firstly, from the general com-
munity’s point of view and secondly, from the view of indus-
trial health hazards, which arc peculiar to the occupations of
the workers.

Details of general health conditions in India can be found in
the first volume (Survey) of the Report of the Health Survey and
Development Committee. Separate reliable statistics regarding
morbidity and mortality among industrial workers are not available.
The Labour Investigation Committee, in spite of their all-India
survey, could not get from any concern or employer any reliable
mortality figures.! According to the Bhore Committee, ‘the
machinery for providing such information does not exist at present.
Many factories have no dispensaries and hence a reliable record
covering all industrial workers cannot be had. Further, the
information available from such industrial establishments as
maintain dispensaries or hospitals is incomplete. Reasonably
complete morbidity statistics are likely to develop only if there
is health insurance for the workers, which provides for the certi-
fication of sickness before they become eligible for cash benefit.’2
The machinery is being set up under the recently enacted Em-
ployees’ State Insurance Act and it is hoped that the required
morbidity and mortality statistics, at least in the case of factory
workers, will soon be available.

Some details about the health of workers employed in
mines and plantations are also available.  The following
summary of mortality statistics collected by Dr Lloyd Jones in
his survey of medical facilitics in plantations may be of some
interest.®

1 Labour Investigation Committee, Main Report, p. 37.
2 Report of the Health Survey and Development Committee, Vol. 1, pp. 73-4.

3 Standards of Medical Care for Tea Plantations in India, A Report
by E. Lloyd Jones, p 78,
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Average Avcrage
Average  Average  infantile maternal
Tea gardens  mortality live rate  mortality mortality
surveved rate per per rate per per 1,000
1,000 1,000 1,000 live cases
births
Assam .. 21.5 32.7 190.9 22.3
Bengal .. 200 34.2 134.1 14.8
South India 14.0 29 3 122 4 6.5

The existing industrial health conditions of factory workers are
described in some detail in the following three recent publications
(all published in 1946): Report of the Health Survey and Develop-
ment Committee; The Health of the Industrial Worker in India—
a report by Dr Thomas Bedford, submitted to the Department
of Health, Government of India, after a rapid survey of the industrial
areas in the country in the first half ot 1946; and Main Report
of the Labour Investigation Committee. These threec Reports
bring to light the salient features of conditions under which Indian
workers have to work and live. Faulty construction of factory
buildings, high temperature in the factories, labour wastage,
employment of children and women even for heavy work, lax
factory inspection, welfare work ‘carried on in a half-hearted
fashion’, dwellings unfit for habitation, insanitary conditions,
lack of nutrition, indebtedness, absence of education, exposure of
workers to serious industrial hazards—all these defects, which
have repercussions on the health of the factory workers, have
been criticized.

These defects show that for better health of factory workers,
it is necessary not only to provide an adequate industrial health
service, but also to attack evils such as insanitary housing condi-
tions, lack of nutrition, absence of education, etc., which mays not
lie strictly within the field of health In fact, successful working
of social security measures necessitates an all-round progress in
the general economic and health standards of the people. The
Social Security Resolution, adopted by the Preparatory Asian
Labour Conference (New Delhi, 1947), for example, thinks that
‘it is necessary that social security schemes should be accom-
panied by measures providing for an adequate growth and supply
of essential foodstuffs sufficient to meet the accepted standards
of subsistence and nutrition, a living wage, decent housing and a
healthy environment and free and compulsory education’. Among
these fundamental conditions, the Bhore Committee include the
provision of an environment conducive to healthful living, ade-
quate nutrition, the availability of health protection, preventive
and curative, to all members of the community irrespective of their
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ability to pay for it and the active co-operation of the people in
the maintenance of their own health.?

Ex1sTING MEDICAL CARE SERVICES

As in the case of health conditions, the medical care services
may be studied in two parts: (a) those for the community as a
whole; and (b) those for industrial workers in particular.

GENERAL HEALTH SERVICES o

The following facts and figures, taken from the Bhore
Committee’s Report (Vol. 1) reveal the inadequacy of the existing
general medical and preventive health services :

(i) Strength of health personnel. Some idea of the existing
numbers of health workers and of those required, if the Bhore
Committee’s health plan is implemented, can be had from the
following figures:2 (The figures in columns 2, 3 and 4 are for
1945-6.)

Suggested ratio

Ratio of numhers to he attained Number
Class of Number in columa 2 to the Existing in 1971 with required
personnel available  present population ratio mn the an estimated in 1971
now in India (300 U. K. population of
million) 370
million

Doctors 47,400 1 to 6,300 1to 1,000 1to 2,000 185,000
Nurses 7,000 1 to 43,000 1to 300 1to 500 740,000
Health

visitors 750 1 to 400,000 1t0 4,770 1 to 5,000 74,000
Midwives 5,000 1 to 60,000 1to 6182 1 to 4,000 92,600
Qualfied

pharma- 75 1 to 4,000,000 1 pharma- Asincol. 3 62,000

cists cist to 3

doctors

Qualified

dentists 1,000 1 to 300,000 1t0 2,700 1 to 4,000 92,500

1 Based on 1935 figure. ? Based on 1943 figure.

Of the 47,000 doctors, mentioned in the above table, only about
17,500 are medical graduates, while the rest are licentiates.

(i) Medical Carein Urban and Rural Areas. The rural popula-
tion has suffered from inadequacy of health services to an even
greater extent than the people living in citics and towns®. The
Bhore Committee, for example, found out that in Bengal the
doctor to population ratio in urban centres is about three and a
half times that in rural areas, while in Sind the corresponding
proportion is as high as 49:1. From such estimates the Bhore
Committec’s Report comes to the conclusion that at least 70 to
75 per cent of the total number of available doctors in the country

1 Report of the Health Survey and Dcvelopment Committee, Vol 1, p 11
2 id., Vol. T, p. 13.
8 pr. KCK.E. Raja, Health Problems in India, p 11,
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must be practising in urban centres. Out of about 7,700 medical
institutions (hospitals and dispensaries), about 5,600 are in rural
areas and only about 2,100 are in urban areas. However, the
institutions in rural areas have to serve a far bigger population
than that served by urban institutions. Actual figures collected
by the Bhore Committee show that the population to be served
by a single medical institution is definitely more in rural than
in urban areas.

(i) Bed Accommodation. The number of beds available,
including those for the treatment of general and social diseases,
is about 73,000 or about one bed to 4,000 of the population. The
proportion of beds per 1,000 population is0.24 in India compared
with 7.14 in England and Wales and 10.28 in the U. S. A.

(iv) Preventive Health Organization. The Bhore Committee think
that the existing staffs engaged in preventive health services are
altogether too small to provide adequate service to the whole of
the population. The total number of sanitary or health inspectors
in India is about 3,000, while according to the Bhore Committee,
the number required would be about 12,000. The number of
women doctors withspecial training in maternity and child-welfare
work is about 70 or 80 and, of these, only a dozen are women
graduates in medicine with adequate special training in maternity
and child-welfare work.

(v) State Aid and Voluntary Effort in the Provision of Medical
Relief. Of the total number of 7,411 medical institutions in the
states in 1946, only 566 or 7-6 per cent were maintained wholly
by private agencies; of the remaining 6,875 institutions, 94.5 per
cent constitute entirely a charge on public funds (States and
local body), while the remaining 5.5 per cent receive grants-in-
aid from such funds.

These facts cited from the Bhore Committee’s Report make it
clear that the existing provision for medical relief is too inadequate
to serve the larger populations of the country. Theinadequacy
and the inefficiency of the medical services can be gauged from the
amount of money spent on these services.! From the figures given
by the Bhore Committee, it seems that during the year 1939-40,
the maximum spent by any State on its health services was
5 as. 9 ps. in Bombay per head of population, the minimum being
in Bihar with only 1 as. 7 ps. per head; during 1944-5, the expendi-
ture on the medical and public health departments in the States
varied from 2.8 annas to 10.9 annas per head of the population.

INDUSTRIAL HEALTH SERVICES
The health services at present in existence in different
industries ond occupations may be classified into two parts:
statutory and voluntary.

! “The Medical Care of Indian Labour’ an article by Dr. E. Lloyd Jones
in the Indian Labour Gazette, Oct. 1947, pp- 217-21.
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(i) Statutory Health Services. Important legal enactments, which
pravide for some form of medical care are: (a) the Factories Act,
1948; (b) the Employees’ State Insurance Act, 1948; (c) some
Maternity Benefit Acts; (d) the Coal and Mica Mines Labour
Housing and General Welfare Fund Acts, 1946 and 1947; and
(e) the Indian Merchant Shipping Act, 1923. Of these Acts, (a),
(b) and (c) restrict their scope to factory workers only, while (d)
and (e) cover coal and mica mines workers and seafarersrespectively.

Reference to the provisions regarding health, safety and welfare
in the Factories Act, 1948 has been made in the previous chapter.
As far as actual medical aid is concerned, the Factories Act, 1948
provides for first aid boxes in all factories and for an ambulance
room or a dispensary in every factory employing more than 1,000
workers. Such an ambulance room or a dispensary is to be of the
prescribed size, containing the prescribed equipment and in the
charge of such medical and nursing supervisory staff as may be
prescribed.

The Employees’” State Insurance Act, 1948, it is hoped, will
provide to factory workers medical care and treatment of high
standard. The medical benefit may be given in the form of out-
patient treatment and attendance in a hospital or a dispensary,
clinic or other institution or by visits to the home of the insured
person or treatment as an in-patient in a hospital or other institu-
tion. The responsibility of providing medical treatment has been
placed on the States Governments who are expected to provide
‘reasonable medical, surgical and obstetric treatment’. The
standards, i.e. the nature and scale of medical benefit, are to be laid
down by an agreement between the Corporation and the States
Governments. Such an agreement will also fix the proportion of
cost of medical benefits between the Corporation and the States
Governments concerned. Where the incidence of sickness (cash)
benefit payment to insured persons in any State is found to
exceed the all-India average, the amount of such excess is also to
be shared by an agreement.

In Chapter II the Maternity Benefit Acts in India have been
studied. The study shows that only a few Acts (of Assam, Bihar,
West Bengal (Tea Estates), U. P. and of Mines) make some provi-
sion for medical aid during the confinement period.!

The Coal Mines Labour Housing and General Welfare Fund Act,
1947 has been enacted to make better provision for the financing
of activities to promote the welfare of labour employed in the coal
mining industry.?  The Fund is financed by means of a levy of a
cess on all coal and coke dispatched from collieries in India at

1 gee Chapter VIII, Employees’ State Insurance Act, 1948, p. 154.

% The activities of the Coal Mines and Mica Mines Labour Welfare Funds
are described on pp. 225-29 of the Indian Labour Year Book, 1946 and on
Pp. 183-6 of the Indian Labour Year Boor, 1947-8. (Labour Bureau, Gov-
ernment of India). Periodical reports of these activities are published in the
Indian Labowr Gazetle.
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such rate, not less than four annas and not more than eight annas
per ton, as may from time to time be fixed by the Central Govern-
ment. In 1947-8, the cess was levied at the rate of 6 annas and
it was provided that not less than 1 as. 4 ps. of the duty collected
per ton should be credited to the Housing Account of the Fund
and not more then 4 as. 8 ps. should be credited to the General
Welfare Account of the Fund. Medical services for coal mines
are provided out of this General Welfare Account of the Fund and
they have taken the form of hospitals and maternity and child-
welfare centres, ambulance and X-ray units, grants-in-aid to
employers for dispensary services, tuberculosis and venereal
diseases clinics, anti-malaria operations, sanitation, etc.

The Mica Mines Labour Welfare Fund Act, 1946, constitutes a
similar Fund for mica miners.! The Fund is to be raised by a levy
of an ad valorem customs duty on all mica exported from India;
the rate is to be determined by the Central Government from time
to time but is not to exceed 6} per cent ad valorem. The Fund
is to be utilized for the general welfare of the workers employed in
mica mines, i.e. for some such measures as improvement of public
health and sanitation, prevention of diseases, medical facilities,
water supply, educational facilities, etc.

Reference to the medical care provisions in the Indian Merchant
Shipping Act has been made in Chapter VII. This Act requires
all foreign-going British ships and all home-trade ships of more
than 300 tons burden to always have on board a sufficient supply
of medicines and appliances required for diseases and accidents
likely to happen on sea voyages.

(i1) Voluntary Health Services. 1n1944-5 the Labour Investiga-
tion Committee carried out a survey of labour conditionsinabout 35
industries. From this survey, the Committee came to the following
conclusion: ‘ Generally speaking the medical organization of the
country as a whole is extremely inadequate and correspondingly
the special medical facilities provided by employers are also
insufficient from both the quantitative and qualitative standards.’?
The medical facilities provided by the employers vary from mere
first-aid boxes to hospitals of first-class type. The Labour
Investigation Committee found first-rate medical facilities only in
a few undertakings, such as the Tata Iron and Steel Co., the Delhi
Cloth Mills, the Buckingham and Carnatic Mills and some concerns
in Kanpur. Some more cotton and jute mills, most of the units
in the cement and paper industries, a few collieries, some manganese
and mica mines and the Kolar Gold Fields provide adequate medical
facilities.?> Indian Railways can claim to have good medical
facilities in the form of well-equipped hospitals and dispensaries,

! Fora summary of the provisions of the Act, see the Indian Labour Year
Book, 1946, p. 50.

Labour Investigation Committee, Main Report, p. 357.
8 For details, see the Indian Labour Year Book, 1946, pp. 240-1.
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which generally provide both indoor and outdoor treatment to
workers and their families. Recent information about the existing
organization and standards of medical care in plantations
can be had from the results of a survey conducted by Major E.
Lloyd Jones, for some time Deputy Director-General of Health
Services (Social Insurance).! Major Jones observed enormous
variation 1n the organization and standards of medical care—from
almost non-existent medical treatment in some cases to medical
standards comparable with medical care in any industry in the
world. Some of the defects observed by Major Jones are inade-
quacy of the standards, out-of-date knowledge about medical care
and treatment, unnecessarily costly prescriptions and unorganized
medical care.

PrROPOSED HEALTH SERVICES

Various plans for health development have been proposed
by committees and States Governments. As in the previous
sections, these plans may be divided into two parts: (a) those for
citizens; and (b) those for industrial workers.

HeEALTH PLANS FOR CITIZENS

The most important plan in respect of future health
development in this country is the one proposed by the Bhore
Committee. This plan has been drawn up in two parts—a compre-
hensive programme for the somewhat distant future (the long-term
programme) and the other a short-term scheme covering two five-
year periods (the ten-year programme). The main principles
underlying the proposals embodied in the plan are:2

(i) No individual should fail to secure adequate medical care,
because of his inability to pay for it.

(ii) The health services should aim at providing all the consul-
tant, laboratory and institutional facilities necessary for proper
diagnosis and treatment.

(i) Special emphasis must be laid on preventive work.
‘The creation and maintenance of as healthy an environment as
possible in the homes of the people as well as in all places where
they congregate for work, amusement or recreation are essential.’

(iv) As much medical care and preventive work as possible
should be provided to the vast rural population of the country.

(v) The health services snould be placed as close to the people
as possible; and for this purpose the unit of health administra-
tion should be made as small as is compatible with practical
considerations.

1 The results of the survey and recommendations of Major Jones have
been published in a report entitled Standards of Medical Care for Tea
Plantations in India, (1947).

2 Re%ort of the Health Survey and Development Committee, Vol. IV (Sum-
mary), Foreword, p. v.
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(vi) Active co-operation of the people in the development of
the health programme should be secured; and for this purpose
the health consciousness of the people should be stimulated by
providing health education on the widest possible basis.

(vii) For the success of the scheme, its development should be

, entrusted to popular Ministries of Health.

Bhore Committee’s Long-term Programme. In their long-term
programme, the Bhore Committee recommend a net-work of
hospitals and health centres, providing thereby medical relief and
preventive measures. The administrative district (with an average
population of about three million) has been taken by the Committee
as the basis for the development of health services proposed in the
programme. The set-up and functions of the district health
organization, with its primary and secondary units, are described
in a diagrammatic form:!

LONG-TERM PROGRAMME
ProviINCIAL MINISTER OF HEALTH.
\

Director of Health Services

|
District Health Organization
(Three million plan)

District Health Board—Officer in|charge of District Health Council
District Health Services

]
District Health Centre
]

T L . |
Administration Environmental Hospital Service, 2,500-bed

Hygiene hospital, with out-patien-
(Public Health department (Medicine, Sur-
Engineer) gery, Obstetrics and Gynae-

cology, etc.). Special provision
for research and laboratomy
service of a high order

SECONDARY UNITS (5)
(Population 6,00,000 each)
Secondary Health Centre
!

Administration Environmental  Hospital Service, 650-bed hos-
Hygiene pital, with out-patient depart-

(Asstt. Public  ment (Medicine, Surgery, Ob-

Health Engineer) stetrics and Gynaecology,

etc.). Laboratory service for

the secondary unit as a whole

1 Report of the Health Survey and Development Committee, Vol. IV (Sum-
mary), p. 8.
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PriMARY UNiITS (30)
(Population 20,000 each)
Primary Health Centre.

Administra- Environmental Hospital Service, Domiciliary Ser-
tion (Each Hygiene (Pub- 75-bed hospital vice, Preven-
unit divided lic Health Ins- without-patient tive and Cura-
into four pectors, Health department. tive. ( Home

circles) Assistants and (Medicine, Sur- visiting by
field staff) gery, Obstetrics doctors, pub-

and Gynaeco- lic health nur-

logy, etc.) ses, midwives

for maternity
and child-wel-
fare work,
school health,
tuberculosis
work, etc.)

The strength of the staff and hospital accommodation recom-
mended by the Bhore Committee for the three types of units
(primary unit, secondary units and district headquarters), are:!

Controlling  Other Non-
medical medical medical Hospital
Officers  Officers staff

Primary unit .. 1 5 78 75 bed
Secondary unit head-

quarters . 1 139 358 650 ,
District headquarters 1 268 1,398 2,500 ,,

The annual average cost of the personal health services proposed
in the long-term plan has been estimated at about Re. 1 per head.

Bhore Committee’s Short-term Programme. Completion of the
long-term programme proposed by the Bhore Committee would
require about 30 to 40 years. Besides, this comprehensive plan
would require vast funds and trained personnel. In view of these
facts, the Committee have suggested a short-term programme to be
completed in ten years and have recommended it as a modest start.

The general plan of the district health organization is the same
in both the short-term and long-term programmes; however, the
former programme is less elaborate than the latter. The set-up
and functions of the organization proposed under the short-term
programme are as shown below: (Reproduced from the Report of
the Health Survey and Development Committee Vol. 1V, p. 12).

1 Report of the Health Survey and Development Committee, Vol. 11
&ecommendations), P 24
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SHORT-TERM PROGRAMME
PrOVINCIAL MINISTER OF HEALTH

Director of Health Services

|
District Health Organization
(Three million plan)

District Health Board—Officer in charge—District Health Council
of District Health Services

l
Secondary Units (1 or 2)
Secondary Health Centre

l
Administrative Medical Officer

Administration Environmental Hospital Service, 200-bed or
Hygiene (Asstt. 500-bed hospital, with its out-
Public Health patient department (Medicine
Engineer) Surgery, Obstetricsand Gyna-
ecology, etc.) Laboratory
service for the secondary unit
as a whole

PrimARrRY UNITS (UP TO 25)
(Population 40,000 each)

PrRIMARY HEALTH CENTRE

Administra- Environmental Hospital service Domiciliary
tion (each Hygiene (1) One dispen- Service, Cyra-
unit divid- (Public Health sary with two tive and Pre-
ed into 4 Inspectors, emergency beds ventive (Home-
circles) Health Assist- and two mater- visiting by doc-

antsand field  nity beds tors, public
staff) (2) One 30-bed health nurses,
hospital toserve midwives for

4 primary units
during first five

maternity and
child -welfare

years,and2units work,  school

during next five health, tuber-

years culosis  work,
etc.)

Intheshort-term programme the establishment of the organiza-
tion at the district headquarters is not contemplated. The
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administrative and supervisory functions exercised by the staff
at the Secondary Health Centre will be on the lines indicated
for the long-term programme.

The expansion of the health organization, suggested by the
Bhore Committee’s short-term programme is expected to be as
follows :

First year  Fifth year Tenth year

Primary units .. 5 10 25
Dispensaries .. 5 10 25
30-bed hospitals .. 1 2 13
Secondary units 1 2 2
200-bed hospitals .. 1 1 1
500-bed hospitals .. .. .. 1

For each primary unit, the staff reccommended during the short-
term programme is 2 medical officers, 4 public health nurses for
outdoor duty, 1 nurse attached to the dispensary, 4 midwives
4 trained dass, 2 sanitary inspectors, 2 health assistants, 2 clerks,
1 mistry, 15 servants and 1 pharmacist. The problems of mater-
nity and child-welfare work and of preventible deaths have received
special attention of the Committee in this Report. To seek active
participation of the people in the local health programme, the
Bhore Committee suggest the establishment in each village of a
Health Committee, with voluntary workers as its members.
The expansion of the scheme was expected to be as follows :

SHORT-TERM PROGRAMME

Anticipated Numbers of New Institutions in the Eleven
Governors’ Provinces

Dispen-
saries 30-bed 200-bed  500-bed
with hospitals hospitals hospitals

4 beds
in each
End of the first
six vears 2,293 639 216 Nil
End of the ten-
year period 3,905 1,990 216 139

In addition there will be separate hospital provision for tubercu-
losis, mental diseases and leprosy. At present, there are about
73,000 beds and it is estimated that they will be increased to
353,000 when the short-term programme is completed. This
increase will raise the ratio of bed to population from the existing
0.24 to 1.03 beds per 1,000 population.
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States’ Health Plans. Under the Government of India Act
1935, State Governments have been made responsible for
health services within their respective areas. The functions
regarding these services are generally carried out by the States’
Governments through local authorities (local or district boards
and village panchayats) and take the form of provision
of medical care, establishment of hospitals and dispensaries,
sanitation, etc. These services, however, are very inadequate
and defective; the Bhore Committee attribute these faults to
the limited financial resources available to the health services and
also to the delegation of executive power by the local authorities
to an elected chairman. To improve the system of medical care,
many provinces have drafted health plans. These plans, however,
are still not in any final stage and hence their detailed study may
not be opportune here.

HEeALTH PLANS FOR INDUSTRIAL WORKERS

As observed earlier in this chapter, the factors, which influence
the health of an industrial worker, belong to two groups : (a) those
which he shares in common with other citizens, and (4) industrial
hazards or those which are associated with his working environment.
Inthecase of (a), the Bhore Committee recommend that the workers
should share the facilities for health protection that the State
provides for the general population. For (b), the organization of
anindustrial health service for industrial workers (including within
that term those who are employed in factories, docks, mines,
plantations, transport services and certain other occupations) has
been proposed by the Bhore Committee. For such a service, the
Committee have accepted the following aims suggested by the
Social and Preventive Medicine Committee of the Royal College of
Physicians of London in their Second I'nterim Report (January 1945):

(a) To promote the general health of the worker by providing
a good working environment and fitting him to thg latter.
(b) To prevent occupational disease.
(¢) To assist in the prevention of injuries at work.
(d) To organize a service for emergency treatment.
(¢) Tohelpinrestoring the injured and disabled to full working
capacity.
(f) To educate workers in the preservation of health and
promotion of well-being.
(g) To promote research and investigation.
According to the Bhore Committee, the general medical needs of
the industrial population should be looked after by the health
service for the community as a whole. The proposed industrial

health service is only to meet the needs of the worker in respect of
that group of factors affecting his health which are associated with
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the occupation he pursues. These factors are mentioned above in
the proposals of the Social and Preventive Medicine Committee of
the Royal College of Physicians. To implement these proposals,
the Bhore Committee have made a number of recommendations in
respect of training in first aid, créches, maternity benefits, employ-
ment of women in coal mines, hours of work, occupational diseases,
women doctors, housing, nutrition, zoning and location of industry,
drink and drug habits, transport, industrial hygiene, conveniences
for workers, rest shelters, certification of adolescent workers,
medical examination, employment of children, etc. Indian labour
legislation, especially that recently enacted, such as the Factories
Act, 1948, and the Employees’ State Insurance Act, 1948, makes
provision for most of these factors, though not to the extent
recommended by the Bhore Committee.

INDUSTRIAL HEALTH ORGANIZATION IN INDIA

The industrial health organization recommended by the Bhore
Committee and proposed under the Employees’ State Insurance
Act, 1948, is yet to be set up. The short-term and long-term
programmes of the Bhore Committee’s general health plan are
also to be implemented. Both the industrial and the general
health services should be co-ordinated as far as possible. A higher
standard of general health would mean more economical administra-
tion of industrial health. The enforcement of the Employees’
State Insurance Act, however, cannot wait till the general health
services are developed and hence for some time to come, it
seems, industrial health organization will have to grow independ-
ently. The lines on which the development may take place are
indicated in the paragraphs below.

(i) Administration. According to the new Constitution of
India, the problems of public health and sanitation, hospitals and
dispensaries, and registration of births and deaths are primarily
the responsibility of States (i.e. constituent units of the Indian
Union), while matters relating to factories and social insurance can
form the subject matter of legislation both of the Indian Union
and the States. The distribution of medical and administrative
aspects makes the active co-operation between the Indian Union
and its constituent States essential for the successful working of the
Employees’ State Insurance Act, 1948. Under this Act, the primary
responsibility of providing medical benefit (i.e. reasonable medical,
surgical and obstetric treatment) is placed upon States’ Govern-
ments, who may work in consultation with the Employees’ State
Insurance Corporation; on the other hand, the administration of
the Insurance Fund is entrusted to the Corporation, which will
function under the supervision of the Central Government.
Besides, the Central Government is responsible for the provision
of medical care to Centrally-administered areas. The fullest
possible co-operation between the Central and States’ Governments
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and the Corporation is necessary. Industrial health in each
State, moreover, is the joint responsibility of both labour and
health authorities and hence another level of co-operation that
would be desirable is at the States’ Ministries of Labour and
Health. For maintenance of uniform social insurance standards,
it is also necessary that the work of these Ministries should be
co-ordinated. The Central Ministries of Labour and Health and
particularly the Chief Adviser, Factories of the Government of
India, provide the machinery for such co-ordination through such
means as the Conferences ot Labour and Health Ministers and of
Chief Inspectors of Factories, dissemination of social insurance
knowledge and training of medical and factory inspectors. The
Chief Adviser, Factories, has under him some technical branches
(medical, architectural, etc.), which may prove useful in co-ordina-
ting the relevant activities of the States’ Governments. The
co-operation needed for the success of an insurance scheme in
India should also be extended to the organizations of employers,
employees and medical practitioners and to such other associations
as the Indian Research Fund Association and the All-India Insti-
tute of Hygiene and Public Health.

(ii) Medical Relief. To provide ‘reasonable medical, surgical
and obstetric treatment’ the States’ Governments, in consultation
with the Corporation and the Central Government, will have
to set up hospitals and dispensaries. The present arrangements in
this respect, as observed by the Bhore Committee, are very inade-
quate. The long-term programme of this Committee aims to
increase the present figure of about 0.24 beds per 1,000 of the
population to 5.67 beds per 1,000. The cost of the standard
medical benefit to be provided under the Employees’ State Insu-
rance Act has been estimated at about Rs. 6 per worker, per
annum, as against Re. 1 per capita, per annum, provided by the
long-term programme of the Bhore Committee. The medical
standard for an insured industrial worker is, therefore, expected to
be considerably higher than that recommended for other citizens
by the Bhore Committee However, even taking the ratio of
5.67 beds per 1,000 population as the target, the 35 lakhs of insur-
ed persons will require about 20,000 beds. If the families of
insured persons are also provided medical care under the Act, the
number of beds will have to be increased still further. The total
number of beds, including those for the treatment of general and
special diseases, was estimated at 73,000 for the whole of undivided
British India. No separate figures for industrial workers are
available; however, it seems that a majority of beds are in rural
areas, as can be seen from the fact that out of about 7,700 hospitals
and dispensaries only 2,100 are in urban areas. The strength
of medical institutions for industrial population will have to be
considerably raised both in respect of quality and quantity.
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Medical relief to insured persons would generally consist of
(@) hospital in-patient treatment, (b) outdoor treatment in dispen-
saries, (c) domiciliary treatment, i.e. visits by the doctor to the
home of the insured person, and (4) other ancillary services, such
as ambulance service, health visits, etc.

(iii) Health Persomnel. An increase in the number of medical
institutions would naturally reflect in the increase of health
personnel. For 35 lakhs of insured persons, the numbers of health
personnel required, estimated at the target ratios recommended
by the Bhore Committee for the general population are indicated
in the table below. Compared with the monetary point of view,
the standard of medical care provided under the Employees’
State Insurance Act would be about six times the standard
recommended by the Bhore Committee.

Ratio of health Numbers re-
personnel to  quired for 35
Class of Number total popu-  lakhs of in- Total
personnel available lation recom- sured workers number
(1n 1945) mended by  according to required
the Bhore ratios indicat-

Committee ed in Col. 3

Doctors 47,400 1to 2,000 1,750 10,5600
Nurses 7,000 1to 500 7,000 42,000
Health visitors 750 1to 5,000 700 4,200
Midwives 5,000 1to 4,000 875 5,250
Qualified pharma- (1 Pharmacist

cists 75 to 3 doctors) 583 3,498
Qualified dentists 1,000 1to 4,000 875 5,250

(iv) Types of Medical Relief. TFor the purpose of providing
medical relief, the industrial areas may have to be classified
according to the density of population. The areas, for example
may be divided according to the following groups of workers:
(4) sparse areas with population below 500; (¢i) semi-urban areas
with population between 500 to 2,000; (472) urban areas with
population between 2,000 and 4,000; (:v) industrially important
areas with population between 4,000 and 6,000; (v) industrial
areas with population between 6,000 and 8,000; (vi) industrial
centres with population between 8,000 and 10,000; and (v¢z) indus-
trial centres, with population of 10,000 and above.

For sparse areas (where the insured population is less than 500),
it may not be possible to provide medical services which may be
available in industrially concentrated areas. It may be too costly
for the Corporation or the State Government to maintain a
dispensary solely for the insured employees in these areas. Under
these circumstances, it may be necessary to utilize the services of
existing local dispensaries, subsidising them in various ways.
To give the insured population a preferential treatment in these
dispensaries, some of the following measures may be adopted:
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(a) to employ some medical staff on a part-time basis; (b) to provide
separate drugs and medicines for insured patients; (c) to provide
a separate consulting room for insured employees; (4) to provide
waiting rooms for insured patients; (e) to set aside different hours
for the general population and for insured employees; and (f) to
arrange to send serious cases among insured patients to well-
equipped dispensaries or hospitals. A supplementary measure of
providing an adequate medical service to insured population in
sparse areas is to arrange for mobile dispensaries, which should
visit the houses of insured employees in adjoining areas, provide
medical treatment to needy persons and even bring serious cases
for treatment at the medical institutions in urban areas.

For larger groups of insured persons, better medical facilities
should be provided in the form of well-equipped medical institutions
with trained health personnel. The Bhore Committee have
recommeunded certain health personnel for primary units in their
long-term and short-term programmes. The numbers given by
the Bhore Committee for the different classes of health personnel
may prove useful in estimating similar requirements for different
groups of insured population. Such estimates are given in the
table below:

Staff recom- Staff required for an industrial area with
Blgglrlgegolrg'ngaee population of insured employees between
Class of for & primary
personnel unit 500 2,000 4,000 6,000 8,000 10,000
Long-  Short- and and and and and and
term term 2,000 4,000 6,000 8,000 10,000 above
pro- TO-

grammel gramme?

Medical officers 6

2 1s 1 2 2 3+ 5+
Nurses b 1 1 1 2 4 6
Midwives 6 4 .. 1 1 1 2 4
Trained dais 4 1 .. 1 1 2 4
Sanitary inspectors 2 2 .. 1 1 1 2 2
Health assistants 2 2 1 1 2 2 4, (]
Pharmacists 1 .. .. .. .. .. ..
Clerks .. 2 1 1 2 3 4 6
Fitter mistries 1 1 .. .. . .e . ..
Inferior servants 10 15 2 3 4 6 8 10

1 Each primary unit (in the long-term programme) serves a populatior
of 10,000 to 20,000.

3 Each primary unit (in the short-term programme) serves a populatios
of about 40,000.

3 The medical officer may be a Licentiate.

4 One of these may be a Controlling Officer.
Both the long-term and short-term programmes provide for hospi
tals. Such a provision will also be necessary in case of large
groups of insured population, where the aim should be th
establishment of well-equipped health centres providing fo
diagnostic and treatment facilities of a high standard, and domicili
ary services. In such health centres, where insured population i
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dense, it may be desirable, and possible, to erect special health
dispensaries or hospitals, which would cater only to insured persons
and their families.

(v) Other Problems. 1In addition to the problems mentioned
above, the medical side of social insurance has to solve a number of
other problems. The Employees’ State Insurance Act makes

rovision for the establishment of a Medical Benefit Council and

edical Commissioner. The Council and the Commissioner may,
in addition to laying down the standards of medical care on the
lines indicated in the previous paragraphs, take up the following
functions:

(@) Preventive Medical Care and Health Supervision. Provision of
suchservices, not only forinsured population but also for the general
public, would prove economical to the Corporation, because
they would prevent a number of preventible diseases. Insurance
medical service may, therefore, undertake, preferably under
separate full-time medical officers, preventive care such as vaccina-
tion and inoculation against diseases of the typhoid group, and
against tetanus, To supplement the work in respect of preventive
and curative care, it may be beneficial for the Corporation and
State Governments to appoint a number of health supervisors
tosupervise the working and living conditions of industrial workers.

The social security resolution, adopted by the Preparatory Asian
Labour Conference (New Delhi, 1947) makes a special mention of
preventive measures and health supervision.

(5) Maternity Protection. One of the three risks covered by
the Employees’ State Insurance Act is maternity, for which the
existing arrangements are inadequate. For adequate maternity
treatment, it will be necessary to have a maternity ward in every
dispensary catering to the needs of the insured persons. Anti-
natal and post-natal supervision by the doctor, either at the
dispensary or in the homes of the insured woman, may also be
desirable.

(¢) Medical Research. Industrial medicine, which plays an
important part in insurance practice, is a sadly neglected subject
in India. The Corporation in consultation with Central and
State Governments and in close collaboration with such
organizations as the Indian Research Fund Association and the
All-India Institute of Hygiene and Public Health, may encourage
research in industrial medicine, by means of subsidies, surveys and
training of health personnel.

(@) Certification. Lax certification may result in a financial
burden on the Corporation because of wrongful claims, and also in
inefficiency and corruption. To remedy the evil effects arising
out of lax certification, it may be necessary to appoint Medical
Inspectors for supervision to ensure economy in prescribing, to
arrange for the supply of standard medicines and dressings, to
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prepare an All-India Health Insurance Formulary and to maintain
proper and up-to-date records.?!

(¢) Systems of Medicine—Modern or Indigenous. Though there
has been an increasing tendency to resort to modern scientific
medicines, there are some good points in favour of the indigenous
systems of medicines. The Ayurvedic and Unani systems, for
example, embody a philosophical outlook appealing to the educated
Indian public, make a strong appeal to national sentiment,
contain some valuable drugs, which have given in many cases
striking relicf to patients, and cater to the needs of probably 90 per
cent of the inhabitants.? On the other hand, the modern allopathic
system has been favoured for a number of reasons.? The various
non-allopathic systems are difficult to be co-ordinated into one
system. If they are admitted, the administration of medical
benefits will be very costly and complex. Their inclusion is against
the principle of salaried service. On the contrary, limitation of a
medical system to allopathy will lead to simplicity and efficient
administration. All the health insurance systems in foreign
countries provide only for the allopathic system.

Both the systems thus have some points in favour and hence
should be utilized for insurance service. For this purpose, the
Bhore Committee, though it favours modern scientific medicine,
recommends research into indigenous systems in order to secure
for the benefit of the community such drugs as are shown to be
of value.

(f) Panelor Medical Service. Controversy has also arisen whether
the insurance doctors should be utilized by a panel system or
should be directly employed.* The Employees’ State Insurance
Act has decided in favour of the latter method, i.e. medical
service. To achieve the maximum benefit of both the methods,
it may be considered whether an insured person can be assigned to
a particular dispensary. Personal contact between a doctor and
patients is desirable in medical treatment, especially in gespect
of preventive care (vaccination and inoculation).

SocIAL INSURANCE vs. A PuBLic MEDICAL SERVICE

The two trends, in respect of general health service and industrial
health service, noticed in the previous sections, are indicated in
the Medical Care Recommendation, adopted by the International
Labour Conference in 19445 This Recommendation provides for
two alternative methods of extending medical care to the whole

! The 1.L.O. experts have suggested certain measures for economical
administration of medical and pharmaceutical benefits, see Chapter I, p. 13:

2 Dr K.CK E. Raja, Health Problems in India, pp. 14-15.
3 B. P. Adarkar, Health Insurance for Industrial Workers, p. 97.
¢ ibid., pp. 83-7.
A summary of the main provisions of this Recommendation is given on
Pp. 10-11 in Chapter I.
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population—social insurance with supplementary social assistance
and public medical care service. In respect of each of these
methods, the Recommendation makes a number of suggestions
regarding persons to be covered, provision of medical care and its
co-ordination with general health services, the quality of service,
financing, supervision and administration.

The question of social insurance versus public medical care
service was discussed by the Preparatory Asian Labour Conference
(New Delhi, 1947). The Report on Problems of Social Security,
prepared by the International Labour Office for discussion in this
Conference, preters a public medical care service to a social insurance
medical care service, in view of the peculiar community structure,
health conditions and the general lack of health facilities in rural
Asia.! Theresolution adopted by the Asian Conference also votes
in favour of a public medical care service with the following words :

Having regard to the predominantly rural character of most
Asian countries and their village cconomy, the absence in many
areas or co:n nunities of a money economy, the low standard of
living of the population in general, the general need for an exten-
sion of medical care facilities, and the prevalence of preventible
disease, medical care should preferably be provided, not by
means of social insurance or social assistance services, but rather
by a public medical care service for the whole of the population,
without contribution conditions or the imposition of a means
test, subject to the proviso that social insurance schemes or
other schemes for medical care for limited sections of the commu-
nity, such as industrial workers, should in suitable circumstances
be inaugurated in advance of the schemes of general medical
care where these do not at present exist.

The public medical care service, recommended by the Interna-
tional Labour Organisation, however, cannot be adopted straight-
way under the existing health conditions in India. The implemen-
tation of the long-term programme of the Bhore Committee may
bring in a comprehensive system of general health services, which
may facilitate the development of public medical care service.
However, the long-term programme of the Bhore Committee may
take about 40 years for completion and India’s working classes
cannot afford to wait till that time. A social insurance medical
care service, therefore, may first be started and may be developed
further into a public medical care service, which may eventually
be co-ordinated with general health services.

1 1L.0., Problems of Social Security, p. 80



CHAPTER X

FINANCIAL AND ACTUARIAL ASPECTS

THE financial structure and the actuarial balance together form
perhaps the most important aspects of a social insurance scheme.
A scheme, which is financially unsound and actuarially unbalanced,
may bring in more harm than good to all the parties involved.
For the successful working of a social insurance scheme, therefore,
it is necessary to examine its financial and actuarial aspects so as
to ensure that contributions to be paid by employees and the
employers are not excessive, that benefits to be given to insured
persons are adequate, that the administration is run smoothly at
an adequate cost, that outgo does not exceed the income, that
emergency reserves are maintained, that the investment of social
insurance funds are made with maximum security, yield and
liquidity, that the scheme has been financially guaranteed and
that proper provisions are laid down for disposal of surpluses,
actuarial valuations, accounting and auditing.

FINANCIAL ORGANIZATION

The nature of financial organization, i.e. whether it should be
central, regional or provincial, industry-wise, centre-wise or
factory-wise, was considered in detail by B. P. Adarkar, and he
came to the conclusion that for various reasons, the financial
organization of health insurance should be centralized, so as to
permit a ‘pooling of risks’ which is the very essence of social
insurance.!

The Employees’ State Insurance Act makes provision for
creation of a central insurance fund, ‘ which shall be held and
administered by the Corporation for the purposes of the Act’.
This provision enables a centralized control as far as administrative
actuarial and statistical aspects are concerned. However, under
the Act, medical benefits have been made the responsibility of the
States and hence contrary to B. P. Adarkar’s expectation, the
medical organization cannot be centralized.?

FINANCIAL RESOURCES

The Employees’ State Insurance Fund, created under the
Employees’ State Insurance Act, is to consist of (a) contributions,
(b) grants, donations and gifts from the Central and any State
Government, local authority, or any individual or body, and (c) all
other moneys received on behalf of the Corporation.

Contributions from Employees, Employers and the State. Of the
various items of the financial resources, the contributions from

1 Report on Health Insurance for Industrial Workers, pp. 4 and 65-7.

2 B. P. Adarkar says, ‘It is indubitable that medical organization itself
must have a pyramidal shape, if questions of all-India medical policy are to
be decided properly at an apex."—Report, op. cit., p. 56.



FINANCIAL AND ACTUARIAL ASPECTS 185

employees, employers and the State are most important, not only
because they form a major (and often the whole part of the receipts
of the social insurance funds, but also because the sharing of these
financial resources between these three parties has been a contro-
versial issue. The sharing of the cost of social insurance has
raised two main problems:! (a) which groups can and should
contribute to the financial resources, and (b) what share each
should contribute ? In deciding the first problem, two factors
must be taken into account : (a) responsibility for the occurrence
of the event insured, and (b) advantages received in the shape of
benefit and, in general, from the working of insurance.2 These two
factors of responsibility and advantages bring in for the purpose of
sharing the cost of social insurance three parties, namely, the
employers, the employees (insured persons) and the public authori-
ties (the State). About the participation of the first two parties,
there is general agreement. The Sickness Insurance Convention,
1927, lays down that ‘the insured persons and their employers
shall share in providing the financial resources of the sickness
insurance system’. It is not, however, definite as regards the
contribution of the State and it is left to national laws to decide
as to the financial contribution of public authorities. The work
of a social insurance institution and of the State is common in
many spheres, such as organization of medical services, provision
of maternity clinics, ante-natal and post-natal care, hospitals
and disp:nsaries, prevention of sickness and of accidents, improve-
ment in sanitation, establishment of industrial peace and mainten-
ance of a healthy, contented labour force. The State should,
therefore, grant considerable assistance to a scheme, which lessens
its task.

The financial participation of the State in social insurance has
been a debatable point in many countries and India is no
exception. The Second Labour Ministers’ Conference, held
in 1941, resolved that no contribution to any sickness insurance
scheme should be paid by any State Government, because of two
reasons: there was no justification for any State contribution in
view of the fact that various Governments have already provided
medical benefits on a good scale; and secondly, any sickness
insurance scheme would be for the benefit of only one section of the
working population. Later on, the Government of India and
the States’ Governments agreed to the provision of a financial
guarantee for the stability of the health insurance fund,® though
they still refused to be a regular party to the financial resources to
the Fund. Not sure of the financial participation of the State,
B. P. Adarker had to draft two schedules of contributions—one

1 1.L.O., International Labour Organisation and Social Insurance, p. 56.
2 1L.0, Compulsory Sickness Insurance, pp. 405-8.

8 B. P. Adarkar, Report on Health Insurance for Industyial Workers,
pp. 63 and 105.
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with the State as a party and the other without. He, however,
examined the whole question and advocated a tripartite con-
tribution!. Messrs Stack and Rao strongly supported B. P.
Adarkar’s plea and recommended that the Central Government
should bear two-thirds of the cost of administration, and each
State Government shouid bear (a) that part of the cost of medical
care not covered by contributions of employees and employers,
and (b) the excess cost of sickness benefits over actuarial estimates.
The recommendation regarding the financial contribution of the
Central Government has been incorporated in the Employees’
State Insurance Act, while that regarding the contribution of
States’ Governments has been left over by the Act to an agree-
ment between the Corporation and the Governments concerned.

In agreeing to a share of the cost of social insurance, the State
may follow one of the following four methods:? () a regular
share in the total contribution, (i¢) bearing a proportion of ad-
ministrative expenses, (¢#¢) grant of privileges to sickness funds,
such as tree postage or exemption from taxation; and (sv) drawing
funds from taxation. The Government of India have accepted
the second method by agreeing to contribute a proportion
(namely, two-thirds) of the administrative expenses.

The other items of financial resources, such as donations, gifts,
legacies, interest on investments, fines and penalties and loans are
mostly uncertain factors and also unimportant compared to the con-
tributions from the three parties to the social insurance scheme,

RELATIONS BETWEEN WAGES, CONTRIBUTION RATES,
BENEFITS AND RISKS
The relation between wages and contribution rates under the
Employees’ State Insurance Act may be illustrated as follows:

WAGES AND CONTRIBUTION RATES UNDER THE EMPLOYEES’
STATE INSURANCE AcT, 1948

Assumed Wecekly contribugions as
Income groups average Weekly percentages of assumed
(wages per wages contributions weekly wages
day) Emplo- Emplo- Emplo- Emplo-

Daily  Weeklyl yee’s yer’'s Total yee's yer's Total
Rs. as. Rs. as. Rs. as. Rs, as. Rs. as. 9 %, Y%

Upto Re. 1 . 014 5 4 Nil 0o 7 0 7 .. 8/.3 43
Re. 1 to Rs. 1 1 7 8 0 2 0 7 0 9 1.7 5.8 7.5
Rs. 1} to Rs. 2 112 10 8 0 4 0 8 012 2.4 4.8 7.2
Rs. 2 to Rs. 3 2 8 15 0 0 6 012 1 2 25 5.0 7.5
Ra. 3 to Rs. 4 3 8 21 0 0 8 10 1 8 2.4 4.8 7.2
Rs. 4 to Rs. 6 5 0 30 O 011 1 8 2 1 2.3 4.6 6.9
Rs. 6 to Rs. 8 .. 0 42 0 015 114 213 2.2 4.4 6.6
Rs. 8 and above .. 10 0 60 O 1 4 2 8 312 2.1 4.2 6.3

1 A weok is taken to consist of 6 days (a normal period during which the employee gets
remuneration).

! B. P. Adarkar, Report on Health Insurance for Industrial Workers, pp.
3, 9-10, and 188-90.
2iLO, Compulsory Sickness Insuvance, pp. 411-25; a more detailed list

18 given 1 L.L.O., Actuarial Technique and Financial Organisation of Social
Insurance, pp. 16-17.
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The percentages in the last three columns reveal the following,
interesting features regarding the relation between wages and
contributions: Firstly, except for the first two groups, the em-
ployer’s contribution is double the contribution of the employee.
Secondly, the joint contribution of employee and employer varies
between 6.3 and 8.3 per cent of the former’s wages; there does not
seem to be any definite principle behind these percentages. Messrs
Stack and Rao had suggested that the joint contribution of
employers and workers should be 6.5 per cent of the earnings of
each class. This contribution was to be shared as follows:

CONTRIBUTIONS FROM WORKERS AND EMPLOYERS

Month-

Income group ly basic " Contributions - " Percentage of contri-
earn- (monthly) butions to wages
ngs

Em- Em-
Worker ployer Total Worker ployer Total
Rs. as. Rs. as. Rs. as. Rs. as. % % %
Upto Re. 1 19 8 Nil 1 4 1 4 .. 6.5 6.5

Re 1toRs.1-8 32 8 0 5 113 2 2 1.0 5.5 6.5
Rs.1-8toRs 2.4 52 0 1 0 2 6 3 6 2.0 4.5 6.5
Rs 24toRs3-8 78 0 2 0 3 2 5 2 2.5 4.0 6.5
Rs. 3-8 & over 104 0 213 314 611 3.76 2.75 6.5

According to the schedule in the above table, there is a pro-
gressive increase in the worker’s contributions, counter-balanced
by a progressive decrease in the employer’s contributions. As
the worker gets more and more, the percentage of his contribu-
tions to his earnings increases; at the same time, the percentage
of employer’s contributions to the worker’s earnings decreases.

The position under the Employees’ State Insurance Act is
materially different. The percentage of employee’s contribution
to wages rises till the fourth group is reached and then there is
a progresswe decline. On the other hand, the percentage of the
employer’s contribution to wages shows a regular fall except
from the third to the fourth group, when it rises from 4.8 to'5.0.

The relation between wage-rates and benefits (cash) under the
Employees’ State Insurance Act is far more simple than that
between wages and contributions. The daily rate of cash benefit
for sickness is an amount equivalent to one-half of the sum of
assumed average daily wages; for maternity, it is 12 as. per day,
while for disablement, it is a proportion of the average daily wages,
dependent upon the degree of disability.

. Allocation of Weekly Contributrons to Vanous Cost Factors. The
6.0 per cent of wages, suggested by Messrs Stack and, Rag as
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joint contributions of employers and workers to the social insurance
fund are allocated to cost factors as follows: (¢) medical benefit—
2 per cent; (i4) sickness benefit—3 per cent; (#45) maternity
benefit—0.25 per cent; (iv) administration—0.25 per cent; and
(v) employment injury benefit—1 per cent. These proportions
count for the 6.5 per cent of the wages, which constitute employee’s
and employer’s contributions. The contribution of the Central
Government (two-thirds of the cost of the administration) and
that of the States (one-third of the medical benefit expenses) are
outside the 6.5 per cent of wages. Bearing all these factors in
mind and taking the allocations suggested by Messrs Stack and
Rao as the basis, the contributions for the various classes pro-
posed under the Employees’ State Insurance Act may be shared at
the rates shown in the Table on p. 189.1

The allocations of employee’s and employer’s contributions may
further be split up as shown in the Table on p. 190.

The cost of insurance against each risk and for administration
and medical service will be as follows for different classes of insured
employees:

ALLOCATION OF CosTS To RISkS
(Under the Employees’ State Insurance Act, 1948)

Class of Allocation of total tripartite contributions to
insured
em- Medical Sickness Employ- Maternity Admini- Total
ployee care benefit ment benefit stration
injury
benefit

Rs. as. ps. Rs. as. ps. Rs. as. ps. Rs.as. ps. Rs. as.ps. Rs.as.ps.

I 033 031 011 004 010 038 9

11 0 45 044 011 004 010 ‘0 1 2
111 051 0611 01 2 006 016 01 O
v 0 811 08 9 0 110 0 0 9 0 2 3 1 6 6
v 011 9 01 8 0 2 6 01 0 0 3 0 11311
VI 103 101 0335 014 040 291
VII 1 511 1 6 2 0 47 0110 0 5 6 38 8 0
VIIT 113 5 113 6 0 6 1 0 2 5 0 7 3 410 8

! From the previous section, it is clear that the recommendation regard-
ing contribution suggested by Messrs Stack and Rao has not been accepted
by the framers of the Act. However, in the absence of any other actuarial
basis, the Stack-Rao allocation has been utilized for the calculations of rough
estimates in this chapter. The conclusions arrived at on such a basis are
merely illustrative of the financial position under the Act.
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Income-groups of Factory Workers. The Employees’ State
Insurance Act provides for the classification of employees into
eight income-groups. Reliable statistics regarding the income
of an insured employee are not available. It is difficult to estimate
the average net earnings of an insured person because of various
factors. Firstly, on account of a variety of occupational nomen-
clatures and a very wide variance in respect of the manner and
extent of the payment of wages and dearness allowance, it is not
possible to have useful and uniform data about earnings of all
factory employees. Secondly, an all-India census of all factory
industries has never been attempted. Thirdly, because of the
growing economic crisis during the war and the immediate post-
war period, the earnings of factory workers have risen by leaps
and bounds, as the following figures from the returns under the
Payment of Wages Act reveal :1

AVERAGE ANNUAL EARNINGS OF FACTORY WORKERS
(From returns under the Payment of Wages Act, 1936)

Average annual Percentage increase
Year earnings over 1939
per worker

Rs.
1939 .. .. 287.5
1940 .. .. 307.7 7.0
1941 .. .. 324.5 12.9
1943 .. .. 525.0 82.6
1944 .. .. 586.5 104.0
1945 .. .. 595.8 107.2
1946 .. .. 619.4 115.4
1947 .. .. 737.0 156.3
1948 .. .. 889.7 209.5

These figures reveal the rise in the worker’s earnings during
the war and post-war years. Messrs Stack and Rao, who visited
India in 1945 and who had perhaps the 1943 figures before them,
accepted for their estimates Rs. 500, i.e., Rs. 1-6-0 per day, as
the average annual basic earnings of factory workers. In 1944-5,

1 The Payment of Wages Act applies only to workers earning less than

Rs. 200 per month and hence the figures given in the table above relate
only to those workers, who get below this income-limit.
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the Government of India conducted in some 28 centres family
budget inquiries, whose results show that the average income of a
working class family (with 1.5 earners on an average) is Rs. 72-14-0
per month.! Each wage-carner, therefore, earns Rs. 1-9-0 a day
or Rs. 48-9-0 a month or Rs. 582-12-0 a year.

Statistics of distribution of factory workers, according to daily
earnings, are available for some of the factory industries, surveyed
by the Labour Investigation Committee in 1944-5. These
statistics also are not complete. Besides, as has been seen above,
the earnings of factory workers have tremendously increased since
1944-5. However, in the absence of any reliable up-to-date
statistics, the 1944-5 statistics may be utilized for the purpose of an
examination of the financial balance of the social insurance scheme.
The following classification of income-groups of factory workers
is based on twelve of the ad hoc survey reports of the Labour
Investigation Committee.

FreEQUENCY TABLE OF EARNINGS OF FACTORY WORKERS

(Compiled from the ad hoc survey reports of the Labour
Investigation Committee)

Number of workers having daily net earnings  Total
Industry? number

Upto Re 1- Rs. 1-8-Rs. 2- Rs 3- Above of

Re.1 Rs.1-8Rs.2 Rs.3 Rs. 4 Rs. 4 workers

Cotton mills 2,115 11,075 25,179 33,095 3,876* 75,340
Jute mulls 37,752 41,496 12,322 .. .. .. 91,570
Woollen mills 1,060 3,079 2,009 2,517* 8,665
Silk mills 6,474 640 732 1323 7,978
Match factories 2,106 1,111 1,523 11,2133 5,963
Paper mills 10,829 1,320 539 1773 12,865
Potteries 789 687 200 1063 1,782
Cigarette factories 1,339 1,419 1,073 1,578 2914 5,700
Dockyards 3 254 752 955 799 306 3,069
Mineral o1l (fac-

tories only) 1,200 1,139 331 191 344 2,985
Sugar factories 15,635 3,189 634 8173 20,176
Tanneries and

leather goods 1,458 3,537 4,786 5,5293 15,310

Total 80,750 68,946 50,080 51,616(Rs. 2 & above) 251,392

Percentage 32.1 27.4 19.9 20.6 100.0

1 Compiled from Table No. LXXX in the Indian Labour Year Book, 1946.

2 In these industries, figures are given only for those centres for which
statistics in this table are available.

3 These workers earn Rs. 2 and more.

4 These workers earn Rs. 3 and more.
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These figures reveal that only 51,616 workers or 20.6 per cent
of the total get more than Rs. 2 per day. Separate figures for
higher income-groups are available only for cotton mills, cigarette
factories, dockyards and mineral oil. These figures show that
out of 87,094 workers in these four industries, 35,819 get between
Rs. 2 and Rs. 3. It may therefore be concluded that out of
51,616 workers, who get between Rs. 2 per day, at least 35,819 or
69.4 per cent get more than Rs. 2and Rs. 3 per day. This propor-
tion of workers, getting more than Rs. 2 and Rs. 3 per day must
be somewhat higher and a very rough estimate may put it at
about 15.4 per cent of the total number of workers.

The percentages of workers according to income-groups, there-
fore, will be as follows:

PERCENTAGES OF INSURED PERSONS ACCORDING TO
INCOME-GROUPS

Class of
insured Income-groups Percentages
employee of workers
I Up to Re. 1 per day .. 32.1
Il Re. 1 to Rs. 1-8 per day .. 27.4
111 Rs. 1-8 to Rs. 2 per day .. 19.9
13% Rs. 2 to Rs. 3 per day .. 15.4
\
VI
VII Above Rs. 3 per day .. 5.2
VIII

FINANCIAL WORKING OF THE EMPLOYEES’ STATE
INSURANCE AcT

With the various estimates given above, a rough budget under
the Employees’ State Insurance Act may be framed. The Act
applies to all factories coming within the scope of the Factories
Act. The statistical returns under this Act for the year 1947
show that the Act covered about 22 lakhs of workers in 1947.1
According to the percentages of workers in different income-
groups, arrived at in the previous section, these 22 lakhs of insured
employees, classified in these groups will be as follows :

1 The Factories Act, 1948, may increase the number of workers to be
covered by some lakhs. At the same time, transition to peace economy
may decrease the number of workers. Hence for a study of the financial
working of the Employees’ State Insurance Act, the figure of 22 lakhs has
been taken as the number of insured employees. This figure, however,
may prove immaterial, because later on in this chapter the income and ex-
penditure per insured employee have been estimated.
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NUMBER OF INSURED EMPLOYEES ACCORDING TO INCOME-GROUPS

Income-group Percentage of workers =~ Number of workers

I 32.1 706,200

11 27.4 602,800

111 19.9 437,800

w 15.4 338,800
V-VIII 5.2 114,406
100.0 2,200,000

In the Tables on pp. 189-90, the contributions of employees
and employers and the estimated shares of the Central and States
Governments in the financial resources of the Employees’
State Insurance Scheme are given for each insured employee
according to the eight income-groups. The total income from
the tripartite contributions can now be estimated as follows:

TorAL INCOME FROM TRIPARTITE CONTRIBUTIONS FOR
22 L.AkHS OF INSURED EMPLOYEES

(Under the Employees’ State Insurance Act, 1948)

Income Number Total income from contributions of

groups of Total
workers Employees Employers Central States income
Govern-  Govern-
ment mentst
Rs. Rs Rs. Rs. Rs.
I 706,200 Nil 308,962 29,425 47,816 386,203
11 602,800 75,350 263,726 25,117 56,512 20,704
111 437,800 109,450 218,900 27,363 54,726 10,438
v 338,800 127,050 254,100 31,762 63,625 476,437
vy 2
VIl
VIT ¢ 114,400 78,650 157,300 19,067 38,739 293,756
VIII
Total contributions:
Weekly 390,500 1,202,987 132,734 261,317 1,987,638

Annual 20,306,000 62,555,324 6,902,168 13,587,964 103,351,456

Percentage 19.7 60.5 6.7 13.1 100.0

! The contribution of the States’ Governments will be in the form
of medical services.

2 Separate figures for groups V to VIII are not available. Group No. VI,
however, may be taken as the average for these groups and for the purpose of
estimates, it is assumed that all the 114,400 employees (of groups V to VIII)
belong to group VI.
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The figures show that for 22 lakhs of insured employees, the
total annual income from contributions of the employees and
employers and from the grants of the Central and States’
Governments comes to about Rs. 10 crores. Thus for each
employee, Rs. 47 per year are available and this amount is contri-
buted by different parties roughly according to the following
shares:

Rs. a.
Employer’s contribution .. .. 28
Employee’s contribution .. ... 9
Grant by the Central Government
(as 2/3rds cost of administration) .. 3

Grant by the States’ Governments
(in the form of 1/3rd cost of medical services) 6

O M Oeaa
clo o oo

Total income per employee per year Rs. 47

From the allocations of contributions to various cost factors in
the Table on p. 188, the annual expenditure on various items can
now be estimated:

EXPENDITURE UNDER THE EMPLOYEES' STATE INSURANCE
SCHEME FOR 22 LAKHS OF WORKERS

Income- Allocation of total contributions to costs
group Total
Medical Sickness Matermity Employ-  Admini- expendi-
benefits benefits benefits mentin- stration ture
jury
benefits
Rs. Rs. Rs. Rs. Rs. Rs.
I 143,447 136,090 14,713 47,816 44,137 386,203
II 166,398 163,258 12,558 40,815 37,675 420,704
III 161,895 161,895 13,681 31,923 41,044 410,438
v 188,810 185,281 15,881 38,820 47,645 476,437
V-
VIII 116,188 114,996 9,633 24,429 28,600 293,746

Total expenditure:
Weekly 776,738 761,620 66,366 183.803 199,101 1,987,528
Annual 40,390,376 39,699,040 3,451,032 9,557,756 10,353,262 103,351,456

Percentages 39.0 38.3 3.4 9.3 10.0 100.0
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Out of the total expenditure, 30 per cent is spent on medical
services, 10 per cent on administration and 51 per cent on cash
benefits. B. P. Adarkar, after a detailed study of health insurance
in foreign countries, has recommended in his Report on Health
Insurance for Industrial Workers the following proportions:
medical care—42.5 per cent; cash benefits—40 per cent; adminis-
tration—12.5 per cent; and Contingencies Reserve Fund—>5 per
cent. Messrs Stack and Rao, who examined B.P. Adarkar’s
scheme, recommended that no special portion of the contribution
need be set aside for the accumulation of reserves. The reasons for
this recommendation will be discussed in a subsequent section in
this chapter, but it may be stated that in the estimates given above,
no provision has been made for any reserves.

The amount of Rs. 47 available for each employee per year
under the Employees’ State Insurance Scheme is spent on the
various items of expenditure as follows:

SociAL INSURANCE EXPENDITURE PER EMPLOYEE, PER YEAR
(Under the Employees’ State Insurance Act, 1948)

Items of Amount
expenditure Expenditure shared by spent

Rs. a. p.

Medical benefits .. Employees and Employers 12 3 0

States’ Governments .. 6 2 0

18 5 0

Administration .. Central Government .. 3 20

Employees and Employers 1 9 0

411 0

Sickness benefit .. Employees and Employers 18 0 0

Maternity benefit .. Employees and Employers 1 10 0
Employment injury

benefit ..  Employers .. 4 6 0

Total expenditure per employee per year .. 47 0 0

For each employee, the shares of the Corporation, the Central
Government and the States’ Governments will be respectively,
Rs. 37-12-0, Rs. 3-2-0 and Rs. 6-2-0.

Socral. INSURANCE BUDGET IN INDIA
From the estimates given in the previous sections, a social
insurance budget under the Employees’ State Insurance Scheme
cin now be framed as follows:
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SoCIAL INSURANCE BUDGET
(Under the Employees’ State Insurance Act, 1948)

For each  For 22 lakhs of

Estimates of Income and insured insured
Expenditure employee employees
Rs. as. ps. Rs.

Estimated Income:

Receipts of contributions from

() Insured employees .. 950 20,306,000
(b) Employers .. .. 28 7T 0 62,555,324
Grant from Central Government .. 3 2 0 6,902,168
Total income! .. 40 14 0 89,763,492

Estimated Expenditure:
Medical benefits .. .. 12 3 0 26,802,412
Sickness bencfits .. .. 18 0 0 39,599,040
Maternity benefits .. .. 110 0 3,451,032
Employment injury benefits .. 4 6 0 9,557,756
Administration .. .. 411 0 10,353,252
Total Expenditure?! .. 4014 0O 89,763,492

This budget does not take into account such factors as reserves,
interest to be paid on loans and interest to be received from
investments.

RESERVES AND BALANCE BETWEEN INCOME AND EXPENDITURE

B. P. Adarkar in his Report on Health Insurance for Industrial
Workers mentions two kinds of reserves: () Contingencies
Reserve Fund to meet any sudden and excessive rise in the
claims; and (51) Epidemic Reserve Fund to meet the strain
of epidemics in particular areas or years. Messrs Stack and Rao,
who examined the Adarkar scheme, however, recommended that
‘ no special portion of the contribution need be set aside for the
accumulation of reserves’ for the following reasons: (s) the

1 In addition, the States’ Governments may have to pay for medical
services to the extent of an estimated cost of Rs. 13,587,964 per year for
22 lakhs of insured employees.
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possibility that sickness benefits or employment injury benefits
may exceed the actuarial estimates would be covered by the
subsidiary liability of States’ Governments; (i) provision
for adequate care for the wives and children of insured employees
may not materialize for some years and meanwhile the sums
allotted for that purpose would accumulate; (#75) no benefits
would be paid in any State during the first six months after the
contributions begin to be collected;! (iv) lastly, a number of
persons may fail to qualify for benefit through insufficency
of contributions. Messrs Stack and Rao, however, think that this
source of income may cope with the risk of unemployment, in-
volving thereby an unduly low average number of contributions.

The excess of income over expenditure can also be achieved by
resorting to strict economy and by utilizing what B. P. Adarkar
calls ‘ hidden reserves’,® and the safety margins left intentionally
in actuarial estimates. From this viewpoint, it may be of some
interest to examine the estimates arrived at in the social insurance
budget in the preceding section.

Medical Benefit. For medical services, the social insurance
budget provides Rs. 18-5 (Rs. 12-3 by the Corporation and
Rs. 6-2 by States’ Governments) for each insured employee.
This amount is for the whole family and falls a bit short of Rs. 20
a year per family recommended by Messrs Stack and Rao. On
the other hand, the Bhore Committee in their long-term plan
have proposed Re. 1 per head as the annual average cost of the
personal health services. The Bhore Committee’s plan will be
the basis for a public medical care service. Though this service
may be different from an industrial health service, a State
Government may not make any preferential treatment between
these two services, particularly when the Employees’ State
Insurance Corporation offers to contribute a major share of the
social insurance medical service. If the State Government
contributes Re. 1 per head for an insured factory employee, the
Corporation’s contribution comes to Rs. 2, thereby bringing the
total annual contribution per insured employee for medical services
to Rs. 3. This amount, however, will be only for the insured
employee and not for his family members. The Family Budget
Enquiries conducted by the Government of India in 1944-5 reveal
that the size of a working-class family varies from 3.62 persons
in Jharia to 6.80 in Monghyr and Jamalpur.® From the data
available for 22 centres about the persons per family, it seems

1 As an IL.O. study observes : ‘At the beginning the total annual ex-
penditure is usually nil, owing to the qualifying period that must be completed
before a claim to benefit can be made. After that it remains fairly small
during a certain period, even though the maximum rate of benefit may be
applied at once.’—Actuarial Technigue and Financial Organisation of Social
Insurance, pp. 16-17. '

2 Report on Health Insurance for Industrial Workers, p. 59.

Labour Bureau, Indian Labour Year Book, 1946, p. 190,
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that on an average an Indian working-class family consists of
5 persons—with 1.5 wage-earners and 3.5 dependents. With this
estimate, the dependents of an insured employee would require
medical services worth Rs. 7 a year. An annual expenditure of
Rs. 10 on medical services seems, therefore, to be adequate at the
standard proposed under the long-term plan of the Bhore Com-
mittee. The social insurance budget exceeds this limit by Rs. 8-5,
which may be diverted to reserves. Besides, for some time, the
dependents may not get the benefits of medical services and thus
there may be additional saving of Rs. 7 per insured employee
per annum.

Sickness Benefits. For sickness cash bencfits, the social insurance
budget provides for Rs. 18 for an insured employee for one year.
To find out whether this amount is adequate, knowledge of two
factors is essential: the average number of days of sickness per
insured employee per year; and the average net earnings of an
insured employee. As for the average number of days of sickness,
B. P. Adarkar collected some data, which do not reveal a rate
of sickness higher than 14.6 days (whether gross or net) anywhere
amongst the concerns investigated.! The days of sickness per
person per year may be taken as 14.6; however, as estimated by
Messrs Stack and Rao, the effect of imposing a waiting period of
3 days would be to reduce these 14.6 days of sickness to 12} to
13 days of benefit. The estimate of Messrs Stack and Rao of
Rs. 500 per year or Rs. 1-6 per day may be accepted for the
purpose of examining the extent of sickness cash benefits. With
Rs. 1-6 as average daily basic earnings and 13 as days of sickness
benefit per year, the cost of sickness cash benefit (at the rate of half
the daily average carnings) per employee, per year, would be
Rs. 8-15 whereas the social insurance budget provides for
Rs. 18, thus leaving an appreciable margin.

Maternity Benefit. For the estimates of maternity cash benefit
the knowledge of two factors is necessary : (a) the proportion of
women to the total insured population ; and () the proportion of
women claimants of maternity benefit to the total number of
insured women. In 1946, out of the total factory employment of
2,314,587 persons, only 271,997, i.e. 11.8 per cent, were women or
female adolescents.2 This percentage is slightly higher than the
10 per cent estimated by Messrs Stack and Rao. Regarding the
number of women who claim maternity benefits the following
figures from the 1946 administration reports of the Maternity
Benefit Acts of eight States may be of some use:3
13; GI;eport on Health Insurance for Industrial Workers, Appendix VI, pp.

2 Indian Labour Gazette, February 1948, p. 526.

8 Indian Labour Gazette, August 1948, pp. 76-71.
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Average number of women employed .. .. 171,424
Number of claims for maternity benefit received .. 12,567
Number of claims paid .. . .. 11,679
Total amount paid .. .. Rs. 485,586

These figures show that out of the total female labour employed
in factories, only 7.3 per cent claim maternity benefit and only
6.8 per cent getit. However, because of the faulty administration
of the Acts, it is proved that a number of women, who are eligible
for maternity benefit, forgo their claims for one reason or another.
It is not possible to estimate the number of such women, but the
statement that 12 per cent of insured women are eligible to claim
maternity benefit each year would not be far out of the mark.
Messrs Stack and Rao, following the Adarkar Report have taken
this estimate as the percentage of insured women who claim
maternity benefit each year.

From these estimates, a rough idea of the extent of maternity
cash benefits can be had. If there are 22 lakhs of insured persons,
there would be 259,600 insured women among them (at the estimate
of 11.8 per cent). Of these, only 31,152 would claim maternity
benefit each year (at the estimate of 12 per cent). Under the
Employees’ State Insurance Act, an insured woman eligible for
maternity benefit, would get it at the rate of 12 as. per day for a
maximum period of 12 weeks. An insured woman, therefore,
would get a maximum amount of Rs. 63 per year. This means an
annual estimated expenditure on maternity cash benefit of Rs.
1,962,576 for 22 lakhs of insured employees (of whom only 31,152
would claim benefit) or only 14 as. per insured employee. The
social insurance budget provides for Rs. 1-10 per insured employec
per year and thus leaves a lot of margin.

Employment Injury Benefits. The estimate of the expengiture
on employment injury benefits requires the knowledge of a number
of factors, such as (a) number of factory accidents per year; (b) the
proportion of injury cases resulting in death; (c) the extent of
disability arising from the employment injury; (d) the number of
dependents: (¢) statistics regarding invalidity, mortality, morbi-
dity, marriageable age, etc. Data regarding all these factors are
not available and hence any estimate regarding the expenditure on
employment injury benefits would be far from accurate. In spite
of this limitation, a very rough estimate may be made.

Under the Factories Act, it is obligatory on the part of the
manager of a factory to report all accidents which cause death or
which cause bodily injury whereby an injured person is prevented
from resuming his work during the next 48 hours. The table below
shows the number of accidents in factories since 1939:
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ACCIDENTS IN FACTORIES IN INDIAl

Fatal Serious Minor Total

Year 4 Num- Per Num- Per Num- Per Num- Per
ber 1,000 ber 1,000 Dber 1,000 ber 1,000
work- work- work- work-

ers ers ers ers
1939 221 0.13 5,837 3.33 29,948 17.10 36,006 20.56
1940 236 0.13 6,867 3.72 33,986 18.42 41,079 22.27
1941 271 0.13 8,374 3.88 40,091 18.59 48,736 22.60
1942 323 0.14 9,111 3.99 44,740 19.60 54,174 23.73
1943 361 0.15 10,016 4.11 48,799 20.03 59,176 24.29
1944 348 0.14 10,638 4.22 56,336 22.33 67,322 26.69
1945 342 0.13 11,006 4.16 58,775 22.24 70,123 26.53
1946 252 0.11 8,423 3.64 48,460 20.94 57,135 24.68
1947 211 0.09 8,657 3.88 49,644 22.26 58,512 26.23

These figures show that on an average, out of 1,000 workers,
23.06 workers meet with accidents, resulting out of employment
injury—0.13 with death, 3.78 with serious accidents and 19.15
with minor accideats. So if there are 22 lakhs of employees, of
these 50,732 employees may meet with employment injuries, 286
with death, 8,316 with serious accidents and 42,130 with minor
accidents. These 50,446 serious and minor accidents result in
either temporary or permanent disablement. To find out the
proportion of cases of temporary and permanent disablement, the
returns under the Workmen’s Compensation Act may be utilized,
in spite of the fact that that Act has a scope much wider than that
of the Factories Act. The average number of compensated acci-
dents for 1942-7 were 47,709;2 of these, 1,023 resulted in death,
2,713 in permanent disablement and 43,973 in temporary disable-
ment. Leaving apart the cases of death, there remain 46,686
accidents, which resulted in disablement—>5.8 per cent permanent
and 94.2 per cent temporary disablement. Taking this same
proportion for the 50,446 factory accidents the estimate comes to
2,926 cases of permanent disablement and 47,520 of temporary
disablement.

The data regarding the extent of disability arising from employ-
ment injury and statisticsregarding invalidity, mortality, morbidity,
marriageable age, etc. are not available in a reliable form.
In the absence of these, the workmen’s compensation statistics
may be utilized for establishing the cost of employment injury

1 Indian Labour Year Book, 1947-48, p. 174. For purposes of classification
an accident is considered to be ‘serious’ if the injury involves absence from
work for 21 days or more and ‘minor’ if it involves absence from work for
more than 48 hours but less than 21 days.

2 For figures for each year, see Workmen’s Compensation, pp. 80~1.
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insurance. Though there is material difference in the form of
payment—workmen’s compensation is usually paid in a lump sum,
whereas employment injury benefits are paid in periodical payments
—the rates do not vary widely. Workmen'’s compensation statis-
tics for three years, 1945-7, show that on an average Rs. 64 have
beea paid for each injury under the Workmen’s Compensation Act.
If this rate is accepted for our estimate, Rs. 3,246,848 would be
required for 50,732 employment injury cases among 22 lakhs of
insured employees, i.e. approximately Rs. 1-7-6 per insured
employee. The social insurance budget provides for Rs. 4-6
per insured employee for employment injury benefits and hence is
sufficient to cover the risk, even if the cost of employment injury
insurance were very much higher than that of workmen’s compen-
sation.

All these estimates show that an appreciable margin has been left
over in the budget and this can be profitably utilized to build up the
reserves of the social insurance fund. After the savings have
reached the amount equal to three years’ expenditure by the
Corporation, or roughly about Rs. 141 per insured person, any
excess of income over expenditure may be utilized for providing
additional benefits, for an increase in existing benefits or in dura-
tion of benefits, for covering under insuraunce classes other than
factory employees, for introduction of unemployment and pension
insurance, for promoting measures of public health, etc. Provision
has been already made in the Employees” State Insurance Act to
enable the Corporation to enhance the scale of any benefit
admissible under the Act or the duration of such benefit and to
contribute towards the cost of medical care for the families of
insured employees at any time, when its funds so permit.

INVESTMENT OF SOCIAL INSURANCE FUNDSs

With 22 lakhs of insured employees, the estimated annual incomnie
of the Employees’ State Insurance Corporation miy come to about
nine crores of rupees. All this amount of considerable magtitude,
which would belong to the Corporation, would not be required for
immediate expenses and thuswould arise the problemsof investment
of social insurance funds. The reserves, which are discussed in the
preceding section and, the contributions to the Corporation’s
provident fund also raise these problems for the proper administra-
tion of all these funds.

Under the Employees’ State Insurance Act, the Corporation,
subject to certain conditions and mostly with the permission of the
Central Government, can acquire and hold, sell or otherwise transfer
property, both movable and immovable, and invest any moneys
whichare not immediately required for expenses properly defrayable
under the Act. The Employees’ State Insurance Rules further lay
down that all such moneys should be invested in Government Secu-
rities, or as fixed deposits in the Imperial Bank of India. The prior
approval of the Central Government is necessary, if moneys belong-
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ing to the Fund are to be invested in any other manner.
Broadly the financial aspects of the Corporation are to be looked
after by the Chief Accounts Officer, under the supervision of the
Director-General, who is responsible to the Standing Committee
of the Corporation, over which there is an overall authority of the
Central Government.

The problems of investment of social insurance funds received
the active attention of the International Labour Organisation,
which convened in 1937 and 1938 two meetings of experts and
asked them to advise on these problems.! In 1939, the Interna-
tional Labour Office also published a detailed study on this subject?.
Compared with the conclusions adopted by the I. L. O. Committee
of Experts, the Indian statutory regulations on this subject fall
short in many respects, as may be seen from the following
comparative study :

FINANCIAL AND ACTUARIAL ASPECTS

Conclusions adopted by the
I. L. O. Committee of
Experts

Remarks about the provisions
in the Employees’ State
Insurance Act and Rules

I. Principles of Investment Regulations

(¢) The regulations should be
so framed as to achieve the
purpose of the reserves, namely,
either to afford security for the
payment of ‘the benefits due or
to guard’ against sudden increase
in expenses.

(¢%) The regulations should be
sufficiently precise to be used
as a practical guide to the bodies
responsible for selecting invest-
ments and wide enough to leave
them sufficient liberty of action.

The Indian regulations are
not precise and hardly serve as
a practical guide to the insu-
rance institutions. On the
other hand, they place some
restrictions on the liberty of
action of these authorities. It
is necessary to make clear
what are the moneys ‘which
are not immediately required
for the expenses properly de-
frayable under the Act’. Itis
also necessary to give a list of
approved scheduled banks and
to mention the permissible in-
vestments other than Govern-
ment Securities and fixed depo-
sit in the Imperial Bank of
India. Clear regulations are
necessary in case of short-term
and long-term investments.

! For a summary of the decisions of these experts, see p. 16. The
conclusions adopted by these experts are studied 1n this section with a view
to examine how far they can serve as a guide to investments under the Em-

ployees’ State Insurance Scheme.

£ The Investment of the Funds of the Social Insurance Institutions—Studies

& Reports, Series M., No. 16.
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II. General Conditions to be Satisfied by Investments

The regulations should deter-
mine and apply to investments
the general conditions ‘ of safety,
yield and liquidity’. Further, in
choosing between securities,
which satisfy these basic condi-
tions, consideration should be
given to the measure of social
and economic utility of these
investments.

(#) Safety is the first condition
and the insurance authorities
must satisfy of the value of invest-
ments as regards the recovery or
conservation of the nominal
value of the capital invested and
theregular receipt of interest. De-
valuation reduces the capital of,
or income from, the investments,
and hence to protect against such
measures, the insurance autho-
rities should be authorized to seek
investments, which maintain also
their real value in purchasing
power. The acquisition of vari-
able-yield securities should be
subject to special regulations. To
ensure utmost safety the regula-
tions should set out a general
definition of the conditions to be
observed in the selection of in-
vestments, namely, suitable types
of negotiable securities or of hold-
ings in real estate, character or
legal status of the borrower, duty
to obtain a charge or preferential
right as security for the debt,
geographical distribution of in-
vestments, etc. The regulations
should also draw up an exclusive
list of the classes of permissible

Both the Government Secu-
rities and fixed deposits in the
Imperial Bank of India, in
which the Corporation is autho-
rized to invest, ensure perfect
safety, moderate yield and
little liquidity.  Their social
and economic utility is also not
very great.

Besides the two prescribed
classes of investments, there
are a number of other classes
which are safe for investments.
The regulations should either
widen the scope of investments
by setting out an exhaustive
list or grant considerable free-
dom of action to insurance
institutions. The Indian Act
and Rules do neither. In times
of inflation, the real value of
investments (as judged from
the income from interest
received) in  Government
Securities or fixed deposits goes
down and hence it would be
necessary to invest also in
‘real estate’. Some provision
for such investments should be
made in the Indian regulations.
These regulations should also
lay down the various conditions
to be observed in the selection
of investments (mentioned in
the conclusions of the 1. L. O.
experts). The question of in-
vestments in State Govern-
ment Securities may also arise
and then it would be necessary
to decide ‘ geographical distri-



FINANCIAL AND ACTUARIAL ASPECTS 205

Conclusions adopted by the
I. L. O. Committee of
Experts

Remarks about the Provisions
in the Employees’ State
Insurance Act and Rules

investments among the various
classes in the list.

(i) Yield. Consonant with
safety and liquidity investments
should carry the highest yield.
The average yield on the invest-
ment should not be less than the
net rate of interest on the market
of the same kind. Low rate of
interest, however, may be admis-
sible for investments, which pro-
cure advantages for insured
persouns as social groups, for ex-
ample, by acquisition of preven-
tive or curative establishments,
construction of workers’ dwell-
ings, etc.

(24%) Provision for liquidity of
investments is necessary, when
as a result of the nature of
benefits or of the financial struc-
ture of the scheme, a part of the
actuarial reserves will have to be
realizedata given date. Inthese
circumstances, the liquid assets
required may be provided by
sums received on account of re-
demption or capital repayment.
Liquidity may also be afforded
by a current account in a solvent
institution and the contingencies
reserves should seek this kind of
liquidity, because such reserves
should be capable of immediate

bution of investments’ and
also the Central Government
guarantee for the State Sec-
urities.

As far as yield is concerned,
Government Securities and fix-
ed deposits in the Imperial
Bank of India may not prove
the best. Some other classes,
such as loans issucd by public
bodies, mortgage loans, com-
mercial or industrial deben-
tures or stocks and shares,
urban and rural property, etc.
may yield better interest and,
if safety permits, investments
in these classes may be allowed.
At the same time for the first
few years, it would be necessary
for the insurance authorities to
construct buildings for medical
institutions, and to provide for
office and residential accommo-
dation. Investments in these
classes would, however, mean
a low rate of interest.

The Employees’ State Insu-
rance Act classifies the moneys
received by the Corporation
into: (a) those which are not
immediately required for ex-
penses properly  defrayable
under the Act, and (b) other
moneys, i.e., those which may
be required for current expen-
ses. For (a), the Act provides
for Government securities and
fixed deposits of the Imperial
Bank of India. ‘ Other moneys *
may be deposited in ‘ approved’
scheduled banks. For the
purpose of liquid assets, how-
ever, it may be necessary to
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realization. A certain proportion
of contingencies reserves should
beinvested in short-term Govern-
ment securities, or in other secu-
rities, which are readily market-
able or early redeemable,

(#v) Social and Economic Utility.
Investments may also be used for
socialand economic purposes after
satisfying the basic conditions
of safety, yield and liquidity.
Such purposes may include im-
provement in health conditions,
housing, increase in production,
raising the standard of living,
prevention of unemployment,
town-planning, establishment
of schools, etc. The financial
help of the insurance funds,
co-ordinated with the economic
and financial policy of the
public authorities, can make a
substantial contribution to social
and economic progress of the
community. For investments of
social and economic character,
special guarantees of safety by
public authorities are essential.

-

invest some proportion of the
moneys mentioned in (@) in
short-term Government secu-
rities or in deposits, which are
either readily marketable or
are subject to early redemp-
tion. At the same time,
moneys required for day-to-day
expenses will have to be depo-
sited in the current account of
a scheduled bank.

The working of the Em-
ployees’ State Insurance Act
would be very much facilitated
if measures to lessen the inci-
dence of sickness, disability
and mortality are undertaken.
Such measures may include
better standard of living, im-
provement in working condi-
tions, adequate and up-to-date
medical facilities, prevention
of unemployment, etc. Estab-
lishment of medical institutions
and construction of buildings
may also have to be under-
taken. A part of investments
may profitably be diverteq for
all or most of these purposes.
The Act already empowers the
Corporation to promote mea-
sures for the improvement of
health and welfare of insured
persons and for the rehabilita-
tion and re-employment of
insured persons, who have
been disabled.

III.—Permissible Classes of Investments

Insurance authorities should

The Employees’ State Insu-

draw up periodical plans setting | rance Act makes provision for
out the broad lines for investment | an annual report and for valua-
operations, and determining | tion of assets and liabilities
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proportions of fixed-yield and
variable-yield investments.

(4) Fixed-yield Investments

(?) Government Funds or Govern-
ment guaranteed Funds are suitable
from the point of view of safety.
It may, however, be considered,
whether preference should be
given to securities quoted on the
Stock Exchanges over direct loans
and to redeemable over irredeem-
able secuiities.

(¢4) Loans of States, towns
and other local authorities and
loans guaranteed by such autho-
rities are suitable for financing,
from insurance funds, schemes of
socialcharacter likely to improve
the standard of hving and the
health of the community.
It may, however, be considered
whether (a) to have financial
guarantee to such loans, (b) to
give preterence to securities quot-
ed on the Stock Exchange over
direct loans, and (c) to use the
loans for new works.

(¢42)  Loans issued by public
bodies other than regional or local
authorities may be utilized for
investments only when such
bodies have unquestionable and
adequate resources as guarantees,

(tv) Loans of land morigage
banks or building societies enable
the insurance authorities to carry
out the schemes of building
workers’ houses.

(v) Direct mortgage loans to the
owner of a building. Preference

every five years. These oppor-
tunities may be taken to decide
periodically the policy regard-
ing investments.

The Employees’ State In-
surance Rules provide Govern-
ment securities as one of the
classes of long-term invest-
ments. Details of such secu-
rities, however, need be stated
in the regulations.

As stated earlier, it is in
the interest of the Corporation
to invest some money in
measures intended to raise the
standard of living and to imp-
rove working and living con-
ditions, provided adequate
financial guarantee is forth-
coming.

The Corporation may invest
inloaas issued by public utility
concerns of long standing.

Accommodation for office
and residential purposes would
have to be undertaken by the
Corporation and hence invest-
ment in the loans of land or
building credit associations of
unquestionable solvency or in
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should be given to buildings in| direct mortgage loans may
industrial centres. prove profitable.

(vi) Commercial or tndustrial| The Corporation may invest
debentures are suitable only when | in such debentures only for a
along with safety, they offer | higher yield.
yield, which is higher than that
of similar debentures issued by
public authorities.

(B) Variable-yield Securities

(?) Loans of public authorities
with Gold Clause or Currency
Option provide some guarantee
against monetary devaluation.

(17) Commercial or industrial
ordinary shares or stocks only of
well-established companies may
be purchased.

(¢02) Urban letting property en-
tail theleast risk of loss of capital.

(2v) Rural property provides re-
asonable yield and having adequ-
ate guarantee may be purchased
only in exceptional circumstances.

The Corporation may examine
the various classes of invest-
ments providing variable-yield
securities and select after
assessing their safety, yield,
liquidity, and social and econo-
mic utility.

ACTUARIAL  SYSTEM

Generally for the actuarial purposes, a mixed financial system
based on several methods is utilized. Broadly, however, the
actuarial methods can be classified into two systems:! (4) assessment
or budgetary or distribution system; and (b) accumuldtion or
actuarial or capitalization system. These two systems are briefly
described by the 1. L. O. studies as follows:? In the budgetary
system, the account is opened at the beginning of the year and
definitely closed at the end of the same year, when there should be
neither credit nor debit balances; the account also is not interest-
pearing. In the other system, namely, the capitalization system,

1 The ILO. study on Actuarial Technique and Financial Organisation of
Social Insurance mentions a third system known as the Individual Accu-
mulation system, according to which contributions paid on behalf of each
insured person are entered into an individual account for the purpose of
accumulating the sum needed for the payment of benefit, account being taken
of compound interest and withdrawals from the scheme owing to death or
invalidity. For details of the actuanal systems used in social insurance, see

pp- 22-36 of the I.L.O. study. See also I.L.O., Approaches to Social
Security, pp. 74-7, and L.L.O., Compulsory Sickness Insurance, pp. 433-7.

LL.O., Compulsory Sichness Insurance, pp. 433-6.
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the account is opened for the insured group when the institution
begins to operate and, although it may be audited periodically,
it is never closed unless the fund ceases its operations. Deposits
and payments are interest-bearing at a rate agreed in advance,
which is the assumed rate. At the end of each year, there must be
a credit balance carried forward to the next year and constituting
the actuarial reserves of the fund. These actuarial reserves
combined with the discounted value of all future receipts must
balance the discounted value of all futw e expenditure.

B. P. Adarkar examined in detail the merits and demerits of
both the budgetary and capitalization systems and preferred the
budgetary system for the following reasons:* (z) The capitalization
system can be applied only if all the statistical data for calculations
of social insurance benefits and contributions are available; in
their absence, the budgetary system is useful. (45) The budgetary
system is suitable, where compensation for risks represents an
average expenditure, which does not vary from year to year for
each insured person and in respect of which the insured person
from the moment of first insuring acquires the rights to benefits.
(#42) The capitalization system may be suitable to those countries,
which have a permanent industrial proletariat. In India,there are
no definite ages of entry into, and exits from, industry, and conse-
quently into, and from, insurance. (iv) Under the budgetary
system, it is each year’s group, which is taken into account;
one year’s experience can be used for framing the budget and for
laying down the policy of the next year. The system thus provides
an effective check on the various assumptions made. Under this
system, as the total resources are made equal to total charges
regularly, and year after year, the obvious conclusion is that it
affords financial guarantee to the scheme. (v) The budgetary
svstem is much more simple and intelligible than the capitalization
system; it is simpler to frame, equally simple and certain in opera-
tion, and more easy for administrative purposes. (v) The system
of capitalization lacks flexibility and involves a lot of calculations
and assumptions. (viz) The system of capitalization can at best
make actuarial provision for the cash benefits. There are two
other elements of cost, namely, the costs of medical benefits and the
costs of administration. Because of the provision of a medical
service (as opposed to the panel service) in the Indian Act, the
actuarial calculation becomes more difficult. (vi47) Capitalization
is a long-term financial operation, and it would consequently
require frequent re-examination of sickness statistics and experi-
ence, valuation of assets and liabilities, etc. (ix) Experience in the
United Kingdom shows that the capitalization system leads to
uncertainty regarding the extent of benefit, adequacy or otherwise
ot resources, adequacy or otherwise of contributions, etc.

1 Report on Health Insurance for Industrial Workers, pp 67-9, and Appen-
dix XV, pp. 180-2.
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B. P. Adarkar concludes that it is because of reasons like these
that all the world over it is the budgetary system that has been
adopted in sickness insurance schemes. Only in Great Britain and
Ireland, the capitalization system is in vogue, but that is because
it was essential there to maintain this feature while converting the
then existing sickness insurance schemes from a voluntary to a
compulsory basisin 1911. Besides in these countries, all necessary
statistics were available.

All these arguments make the choice of the budgetary system for
India desirable. However, for better working it is necessary that
the budgetary system should be modified by the constitution of
reserves. Under this modified system, a provident reserve fund
is accumulated either out of possible surplus revenue or out of a
fixed deduction from contributions, which are increased for this
purpose, and this reserve fund is used in case of need to avoid the
levy of an extra-ordinary contribution. Under the Employees’
State Insurance Act, the budgetary system has been adopted and
the Corporation will be required in each year to frame a budget
showing the probable receipts and the expenditure, which it is
likely to incur during the following year. The budget is to contain
provisions adequate in the opinion of the Central Government
for the discharge of liabilitics incurred by the Corporation
and for the maintenance of a working balance. By this system,
it is hoped, the experience and happenings of one year would
automatically be takeninto account and serve as a basis of operation
for the next and subsequent years, and automatic checks and
adjustments would be provided. Various provisions such as the
annual audit of the accounts, the annual budget, the annual report
on the work of the Corporation and the periodical valuation of
assets and liabilities of the funds provide ample opportunity to
revise the policy and to amend the defects in the working of the
Employees’ State Insurance Act, 1948.



CHAPTER XI

TOWARDS A UNIFIED SCHEME OF
SOCIAL SECURITY

THE social insurance scheme, proposed under the Employees
State Insurance Act, 1948, is narrow in its scope and limited in the
grant of benefits, though it opens quite a new field in labour
welfare in India. This fact has been admitted even by the autho-
rities responsible for the introduction of the scheme. At the time
of the third reading of the Employees’ State Insurance Bill, the
Labour Member of the Government of India said on 4 April 1948,
that the Bill opened a new chapter in the history of labour legisla-
tion. However, according to him, it was only a beginning of social
security measures. Its scope is limited, though the benefit might
be expanded and extended to any extent in order to cover the
various categories of the working classes. Again at the time of the
inauguration of the Employees’ State Insurance Corporation, the
Labour Member said on 6 October 1948, ‘ We are assembled here
today to witness a momentous event—an event as momentous as
any major social or economic reform in this country. We are
about to start on the long road to social security. . .But let nobody
run away with the impression that what we are going to embark
upon today is anything like a comprehensive plan of social
security. It is only a beginning—a modest start—the first step
towards that cherished objective.

Earlier in this book the modern tendency to adopt a comprehen-
sive plan of social insurance, as illustrated in various countries and
in the I. L. O. Recommendations, has been mentioned. In the
second part, the various provisions of the Employees’ State Insur-
ance Act have been studied. It is now proposed to examine the
extensions (and the directions of these extensions) necessary to
evolve a comprehensive plan of social security out of the existing
limited provisions of the Employees’ State Insurance Act. Suchan
examination makes it necessary first to define the limits of ‘compre-
hensive social security’, which is to be attained and then to study
the loosening of the limitations of the Employees’ State Insurance
Act. These limitations are mainly two-fold in character: (a)
classes of persons and undertakings covered; and (b) risks against
which insurance or assistance is provided. Besides, the Act is also
limited both in its operation and in the grant of benefits. All
these limitations will have to be removed or at least to be consider-
ably lessened, if the Employees’ State Insurance Scheme is to be the
source of a comprehensive plan of social security and if the
Employees’ State Insurance Corporation is to be the authority for
the execution of such a plan.

The term ‘social security ’, as has been noted often before, is
very comprehensive. According to the I. L. O. studies, social
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security broadly comprises of all schemes providing for income
security and medical service. According to a French authority,
social security has three essentials—security of employment,
security of income and security of power to work.! The limits of
social security have not yet been properly defined, possibly
because both the term and the concept are new. The term, it
seems, was first authoritatively utilized in the United States Social
Security Act of 1935, which mainly provided benefits for the un-
employed and the aged. Since then, it has received official status
both in national laws and international vocabulary of social policy.
Social security was specifically mentioned as one of the objectives
of the post-war policy recommended in the Atlantic Charter in 1941.
The concept of the term, however, has so far failed to have any
generally accepted definition, though the idea of social security has
made remarkable progress during the last fifteen years. There
were already in existence a number of social insurance schemes,
providing benefits to certain classcs of persons against certain risks.
These schemes were partial and limited in scope and benefits.
For example, many of these schemes covered only the industrial
workers or often wage-earners in particular, industries such as
factory industries or mines; again some schemes provided
insurance only against sickness; others like our Employees’ State
Insurance Act, provided benefits to meet the consequences of
sickness, maternity and employment injury; still others covered
astill wider field by the inclusion of some more risks like unemploy-
ment, old age and death. Co-ordination or integration of these
separate, partial schemes, designed to cover certain classes of the
population and to meet certain industrial risks led to the concept
of social insurance. This concept too is very modern. When in
1919, the Preamble to the Constitution of the I. L. O. was drafted,
the idea of social insurance had not yet found comprehension or
acceptance in the world at large; the Preamble had merely made
areference to the protection of the workers against sickness, disease
and injury arising out of employment and provision for old age and
injury.2 Soon, however, the concept of social insurance came to
be recognized and in 1925 the International Labour Office started
its social insurance studies with General Problems of Social
Insurance and the International Labour Conference adopted
a general Resolution on social insurance.

Social insurance is one of the two main approaches to social
security, the other being social assistance. The I. L. O. studies
have found that the tendencies, shown by the various branches of
social insurance and social assistance, have pointed towards the
unification of social insurance, its extension to an ever larger circle
of the population and the adoption of social adequacy as the main

1 International Labour Review, June 1948, pp. 565-8 (Article on ‘From
Social Insurance to Social Security—Evolution in France’ by Pierre Laroque).

21L O., First Report of the I.L.O. to the United Nations, Vol. I, p. 31.
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criterion for the nature and amount of its benefits.! The social
security system, according to the I. L.. O., consists of the complex
of the social insurance and the social assistance schemes. Both
the tendencies of social insurance and social assistance move ever
closer to one another, till at last they meet and combine into a
system of social security. When this stage is reached, the distinc-
tion between insurance and assistance becomes immaterial,
because a social security system depends for its working both on
the contributions and the public funds and the proportion of these
two sources may merely prove a matter of detail.

Social security is thus the objective and social insurance is one
of the means by which the objective may be reached. Social
security plans, however, differ fundamentally from the social
insurance schemes for the following reasons:? Firstly, social insu-
rance schemes may be partial; but social security plans must
apply to the whole population. No full employment policy, no
health service, no income distribution scheme can afford to be
restricted to certain groups of workers. For the same reasons,
social security must cover all the risks which deprive a person of
earning an income. Secondly, various components of social security
cannot be kept apart. An economic policy of full employment, for
example, cannot be dissociated from a policy of income distribu-
tion because the income to be distributed itself depends toa large
extent on the level of employment, and because the failure of a full
employment policy will require the provision of alternative in-
comes for the unemployed. The connexion between health
policies on the onc hand and income re-distribution on the other
is equally evident.

The evolution from social insurance to social security consists
in extending its protection to an ever larger circle of the population,
in widening the range of the risks that it covers, and as regards the
quality and quantity of its benefits, caring more for social adequacy
than for actuarial equity.®  Such an evolution took an advanced
form in New Zealand, when the Social Security Act of 1938 covered
the whole population, furnished medical care to all and provided
subsistence benefits in all contingencies in which persons are invol-
untarily deprived of their livelihood. The New Zealand Act was
enacted ‘ to provide for the superannuation benefits and of other
benefits designed to safeguard the people of New Zealand from
disabilities arising from age, sickness, widowhood, orphanhood,
unemployment or other exceptional conditions; to provide a
system whereby medical or hospital treatment will be made available
to persons requiring such treatment; and, further to provide
such other benefits as may be necessary to maintain and

1 1L.0., First Report of the I.L O. to the United Nations, Vol. I, pp. 40-1;
and I L.O., Approaches to Social Security, pp. 80-93.

2 pierre Laroque, op. cit, pp. 569-70.

$i1L0, Approaches to Social Security, p. 83.
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promote the health and general welfare of the community’.? The
lead given by New Zealand was followed by a number of other
countries in their social security plans and legislation. Australia
had a number of social security Acts; in 1947 they were all brought
together into the Social Services Consolidated Act, which now
provides old-age and invalid pensions, widows’ pensions, child en-
dowment, maternity allowances, and unemployment, sickness and
special benefits.2  In England, theideasadvocated in New Zealand
were endorsed by ILord Beveridge in a comprehensive plan of
social security aiming at freedom of want by means of a national
scheme of social insurance.® The medical aspects of social security
were consideredin a Report of the Medical Planning Commission of
of the British Medical Association, the Royal College of Physicians
and Surgeons and other medical societies of Great Britain.4 In
1944, the British Government published in the form of a White
Paper their proposals for the organization of a comprehensive
medical care service.® All these plans of social security in Great
Britain have now taken the form of five statutory regulations:®
(?) The British Family Allowances Act, 1945; (¢¢) The National
Insurance Act, 1946; (747) The National Insurance (Industrial In-
juries) Act, 1946; (¢v) The National Health Services Act, 1946; and
(v) The National Assistance Act, 1948. In Canada, the ideas of a
comprehensive plan of social security have been advocated in what
is known as the Marsh Plan.” In the United States, similar pro-
posals have been embodied in the Wagner-Murray Social Security
Bill,® which covers the major economic hazards of average Ameri-
can families, such as the cost of medical and hospital care, and loss
of income in times of unemployment, temporary sickness,

1 ¥rom the Preamble to the Act For benefit rates under the Act, see
Cash Benefits under the New Zealand Social Security Program (U. S. Social
Security Board, Report No. 13) and New Zealand Year Books.

For a summary of the provisions of the Austrahan Act, see Social Services,
a handbook 1ssued by the Department of Social Sciences, Australig, in 1946,
with supplements for 1947.

Report on Social Insurance and Allied Sevvices (1942); see also, Lord
Beveridge's Pillars of Social Security, pp. 59-75. For a summary, see Inter-
national Labour Review, January 1943, pp. 46-7.

% Fora summary of thus Report, see International Labour Review, January
1943, pp. 57-61.

Ministry of Health and Department of Health, Scotland—A National
Health Service, Cmd. 6502 (London, 1944). For a summary, see Inter-
national Labour Review, April-May 1944, pp. 473-81.

% The Government proposals embodied in the first three of these Acts
were published in a White Paper (1944) under the title Social Insurance,
Parts I and II (Cmd 6550 and 6551).

7 Advisory Committee on Reconstruction—Report on Social Security
for Canada : The Requirements for Post-War Planning by Leonard C. Marsh,
(Ottawa, 1943). For a summary, see International Labour Review, May 1943,
Pp- 591-612.

8 For a summary of the provisions of thus Bill, see International Labour
Review, August 1943, pp. 247-50
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permanent disability, and old age. The Social Security Acts and
plans of the western countries had some influence in some of the
Eastern countries and mention in this respect may be made of the
Chinese Social Relief and Assistance Act, 1943, and to the Report
of the Ceylon Commission on Social Services, published in 1947.

The concept of comprehensive social security, emphasized by
all these plans and Acts, was accepted also by the International
Labour Conference in what is known as the Declaration of Phila-
delphia (1944), when it included among its objectives the extension
of social security measures to provide a basic income to all in need
of such protection and comprehensive medical care. These
Recommendations have been based on the principles embodied in
the social security Acts of New Zealand and Australia and also on
the social security plans of a number of Governments, like those of
Great Britain and Canada and the Wagner-Murray Bill of the
United States.! The proposals in respect of income security and
medical care embodied in the I. L. O. Recommendations have been
reiterated in a comprehensive resolution on social security,
adopted by the Preparatory Asian Regional Labour Conference,
held in New Dethi in October-November 1947.

EXTENSION OF SoCIAL INSURANCE TO
SOCIAL SECURITY IN INDIA

The provisions of the Acts, plans and Recommendations, men-
tioned in the previous section, indicate the extent of a comprehen-
sive plan of social security. The comprehensive character of such
a plan has the following main features: (a) coverage of the whole
population: provision of income security and medical services to
all citizens; (b) coverage of all principal contingencies by means of
social insurance, supplemented by social assistance: such contin-
gencies include sickness, maternity, employment injury, invalidity,
old age, death of breadwinner, unemployment and childhood;
(c) adequate medical and allied services, easily available to all
members ot the community; (4) benefits adequate to replace
lost earnings, with due regard to family responsibilities: at the
same time, benefits should take into account the needs of the
citizens and assure him subsistence means; (¢) contributions :
there is a growing tendency of financing the social security scheme
through a general tax (or income tax) in addition to specific
contributions from insured persons and employers; (f) administra-
tion of the national social security system by a Minister, assisted
by tripartite organizations of insured persons, employers and the
State: representatives of the medical profession are also to be
taken on medical advisory bodies.

1 11L.0., Social Security—Principles and Problems avising out of the War,

Part I, pp. 1-3; and L.L O., First Report of the I.L.O. to the United Nations,
Vol. I, p. 41.
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If the elementary forms of social services at present in existence
in India are to be transformed into a comprehensive plan of social
security, various steps need to be taken. These are briefly
studied below :

(@) Coverage of All Citizens. The population of a country may be
classified into two main groups: persons who are gainfully occupied
in the various branches of economic activity of the country;
and persons who are not gainfully occupied. The first group
consists of persons employed or engaged inl: (¢) agriculture
(including forestry, hunting and fishing); (#¢) agriculture (including
quarries and oil wells); (44¢) industries (manufacturing, construc-
tion, etc.); (sv) transport and communications (land transport by
road and rail, navigation—inland, maritime and air, and post,
telegraph and telephone); (v) public administration (local, munici-
pal, State and Central administration); (v7) commerce, per-
sonal and professional services, etc. (trade, banking, insurance,
hotels and restaurants, domestic service, laundries, hairdressing,
entertainments, sports, education, professional services, etc.).
The class of non-gainfully occupied persons consists of children,
old persons and other dependent males and females.

A comprehensive plan of social security must cover all these
classes of persons, employed and non-employed. At present,
only a few classes of the population are (or will soon be) eligible
to get certain classes of benefits. The agricultural class has been
completely neglected as far as social security is concerned. Only
recently an inquiry into wages and conditions of living of agricul-
tural labour has been undertaken and the results may provide
some data on which a social security plan for peasants may be
based. The Government of India also appointed an officer
to study the problems of crop and cattle insurance and to put up
a pilot scheme in selected areas. It is believed his scheme is
under the consideration of the Central Government.

The introduction of a social security plan in India, willhave to
be undertaken by stages. A start is being made with the Emplo-
yees’ State Insurance Act, which covers only factory employees.
Other classes of organized workers, such as miners and seamen,
may also be brought in without much difficulty. The Central
Government can set up an example by providing compulsory
insurance to their employees, particularly railwaymen and postal
and telegraph employees. The States’ Governments and
local authorities (such as Municipalities and Local Boards) may
also be advised to extend insurance to their employees. At
present, there is a manifest tendency on the part of the State to
nationalise some trades such as road transport, fisheries and
educational service. The State monopoly of a trade or a service

1 The list is mainly based on the classification of industries and occupa-

tions adopted by the I L.O’s International Conference of Labour Statisti-
cians (see 1.L.O., International Standardisation of Labour Statistics, pp. 61-2.)
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offers an easy field to social insurance. After providing insurance
to about a crore of persons in all these industries and services, the
question may be taken up of insuring employees in unorganized
or non-Governmental trades and services, Here also an easy
approach would be to cover the employees employed in banks,
insurance companies and such other concerns. Classes like shop
assistants and domestic servants may be taken last, because of
the scattered nature of these services.

The problems of social security for peasants will have to be
taken up separately for various reasons. Firstly, a very large
proportion of our population, namely over 70 per cent is directly
dependent upon agriculture and because of this large percentage
of persons to be covered, the problems deserve careful attention.
Secondly, the rural population is scattered throughout the country
in many villages and the social security authorities must take
each village as a unit. For the administration of social security
benefits, the co-operation of village authorities and of the local,
States and Central Governments is highly essential. Thirdly,
the agriculturist class consists not only of the landlessagricultural
wage-earners, but also of the tenant farmers and peasantproprietors.
The economic needs of each of these groups are different from those
of the other two and hence the social security authorities will
have to formulate their plans according to these distinct needs.
Lastly, the various social insurance risks, such as sickness, accident,
invalidity, old age and even death do not have the same meaning
for the cultivator as for the urban wage-earner. The most bene-
ficial system of insurance to a cultivator would be the crop and
cattle insurance. Cash benefits of social insurance may not have
the same appeal to a cultivator as they have to an urban wage-
earner. At the same time, the necessity of a medical care service
is felt by both the classes. Because of the peculiar conditions of
a cultivator, the social security authoritics may have also to
consider the possibility of collecting contributions in kind instead
of cash.

The problem of providing security to dependent persons (child-
ren, old persons, invalids, etc.) will have to be considered along
with the plans of social security for wage-earners. Invalidity, old
age and survivors’ pensions and provident fund system are forms
of social insurance, and hence may have to be considered earlier
(along with other social insurance plans) than the forms of social
assistance, such as children’s allowances and widows’ allowances.

(b) Coverage of All Risks. The Resolution on social security
adopted by the Asian Regional Labour Conference recommends
that social security schemes should cover ‘risks such as sickness,
maternity, invalidity, death of breadwinner and employment
injury and, in the case of industrial workers, old age and unemploy-

1 This point has been considered in detail in I L.O., Problems of Social
Security (Report I of the Asian Regional Conference) 1947, pp. 48-51.
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ment under certain conditions’. Of these risks, the Emplo-
yees’ State Insurance Act aims to cover sickness, maternity and
employment injury, though only for factory workers. The
Workmen’s Compensation Act provides coverage of the risk of
employment injury for a very large group of workers. In many
industries, in individual undertakings, systems of provident funds,
gratuities, old age and retirement pensions are found; of these,
the provident fund system is the most common and it may be
considered whether such a system may be encouraged in all indus-
tries, till compulsory and contributory old age and retirement
pensions are introduced by the social security authorities.

The introduction of a comprehensive plan of social security
may be effected by development of social insurance either by
branches or as a whole.! In India, a method having the essential
elements of both these processes may be usefully adopted. The
Workmen’s Compensation Act, the maternity benefit laws,
sickness funds and works provident funds, can each be made to
evolve into a branch of social insurance.?” Workmen’s Compensa-
tion, whichis at present considered the sole liability of the employer,
can be transformed into employment injury insurance, to
be administered by the representatives of employers, emplo-
yees and the State. Similarly, maternity benefit may also be
transtormed into maternity insurance. Sickness funds, which may
be in the form of works funds or general local funds, may develop,
intosicknessinsurance. InIndia,such funds are not very common,
though in some cases ad hoc sickness benefits are paid.
Provident funds, based on the principle of compulsory savings
are common in many industries and services. They often provide
an adequate benefit on retirement. The adoption of old age or
retirement pension in place of provident funds may be eftected
gradually by means of converting compulsory saving into compul-
sory pension insurance. The amount saved on accont of employees’
contributions may be transferred from the funds of the under-
taking, or of the service, to the funds of social security. The contri-
butions may be adjusted by the social security authorities and on
the completion of a prescribed period, a life annuity instead of a
lump sum may be granted to the employee. In this system,
provision may also be made for the payment of pensions to survivors
of the insured person (if he dies while in service) and of invali-
dity pension (if he is unable to work due to invalidity). Gratuity
systems and old age pensions, which are already in existence in
some industries and services, will have to be merged into the
general social security system, which would cover inter alia the
risks of invalidity, old age and death of the breadwinner.

1 1L 0., Problems of Social Security, pp. 54-71.

% The process of evolution has been explained on pp. 55-9 of the 1.L.O.
publication, Problems of Social Security,
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In contrast to this method of developing social insurance by
branches, another method, namely that of developing social insu-
rance as a whole may be adopted first, and then at convenient
stages new classes of population may be added and new risks may
be covered. India, for example, has recently enacted the Employ-
ees’ State Insurance Act, 1948, which provides insurance against
sickness, maternity and employment injury to factory employees.
This measure may be extended gradually to cover other risks,
such as old age, invalidity, death and unemployment and also to
cover various categories of non-factory employees, such as miners,
plantation workers, seamen, railwaymen, etc. In its first appli-
cation the scheme may be considered as experimental and may be
introduced in smallselected areas, preferably in a few medium-sized
towns having several large factories and ample and efficient
hospital facilities. The object of this experimental scheme is to
ascertain the most efficient administrative procedure for collec-
tion of contributions and payment of benefits; the costs and
therewith the suitable rates of contribution and benefits; the most
suitable administrative organs, with special reference to conven-
ient co-ordination with the medical care service, and to the effective
participation of insured persons and employers in the control of
the scheme.! With this end in view, the Government of India,
it seems, have selected the Centrally-administered areas of Delhi
and Ajmer-Merwara, where a pilot survey is being made and the
scheme will be introduced. The survey should include a study of
the population to be insured, the industries to be covered and
the existing medical facilities.

The second stage begins when the success of the experimental
scheme in selected areas has prepared the ground for its extension
to other industrialized areas of the country. At this stage,
the Employees’ State Insurance Scheme may be introduced
in the States. However, before this step is taken, it
is necessary to conduct detailed surveys for the collection
of information regarding the conditions of work and living of
persons to be insured, the morbidity and mortality statistics and
the available medical facilities. It seems the Government of
India are already collecting information in respect of existing
medical facilities in all the States. It would be desirable, if
up-to-date data about employment, wages and earnings, working
conditions, welfare work, housing, accidents, systems of provident
funds, gratuities and pensions, etc. are also collected, before the
Employees’ State Insurance. Scheme is introduced. Such data
would prove highly useful both for correct actuarial calculations
and efficient administration of the scheme. At the third stage
the experimental scheme, if it has found satisfactory solutions
for the many problems of detail that have been met with, is work-
ing smoothly and has elaborated complete regulations, forms and

1 1.L.0., Problems of Social Security, p. 59.
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an accounting system, may be made permanent.! At this stage,
the Employees’ State Insurance Scheme has to cover all factory
employees and their families with a sound system of income
security and medical services in respect of sickness, maternity and
employment injury. These benefits may be extended to other
classes of industrial employees and their dependents.

At the fourth stage, the problems of adding unemployment,
invalidity and death not due to employment injury, and old age
to the range of risks covered may be considered.?2” The addition
of these new risks may complete a social insurance system.
However, such an addition may be facilitated, if right from the
beginning the several individual systems of workmen’s compensa-
tion, maternity benefit, provident fund, gratuity, pensions and
sickness funds are encouraged by developing them into the
various branches of social insurance. These systems may not
cover satisfactorily the risks in respect of which they provide
benefits, but they are at least partially effective and they operate
with a minimum of administrative machinery, and in any part of
the country.® For these reasons, it is prudent to allow these
systems to grow independently, till a rational system of social
insurance is developed. When such a system develops out of the
general social insurance scheme, such as the Employees’ State
Insurance Scheme, it can be supplimented by the amalgamation
with it of the various existing, individual, social security systems.
At this stage, the essential elements of both the methods, namely,
development of social insurance by branches, and as a whole,
may be usefully accepted.

The fifth and the last stage is the evolution from social insurance
to social security. At this stage, the benefits offered by social
insurance are to be supplemented by the benefits of social assis-
tance, etc. such as family allowance, unemployment assistance,etc.
Medical care, which has so far grown up as an adjunct to insurance
against sickness, maternity, employment injury and invalidity,
is now to be transformed into a comprehensive health service.
The range of risks covered is widened and the protection granted to
insured persons is extended to more and more classes of popula-
tion, till at last adequate income security and comprehensive
medical service are provided to all who are in need of them.

As has been noted in the previous section, the question of social
security for peasants will have to be taken up separately, because
their problems are different. For the independent cultivator,
whether he rents or owns his holding, social security means first
of all security against the loss of his crop or his livestock.* He
needs some Insurance against a climatic catastrophe or against
disease-destroying plants or animals. Such disasters may no
doubt be considerably mitigated by such schemes as agricultural

1 11L.0., Problems of Social Security, p. 67.
% ibid., p. 67. ? ibid., p. 70. * ibid., p. 46.
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engineering works, veterinary and weed and pest controls, famine
relief measures like irrigation works and road construction, etc.
The Chinese Social Relief and Assistance Act provides for setting
up granaries, from which foodstuffs can be loaned to the poorer
classes free of interest or at low rates of interest, subject to re-
payment at the next harvest. The best method, however, would
be the development of an insurance scheme to cover the loss of
crops and livestock. The social security Resolution, adopted by
the Asian Regional Labour Conference (New Delhi, 1947), recom-
mends: ‘With a view to affording a larger measure of income
security to cultivators, Governments should consider the possibi-
lity of organizing crop and cattle insurance schemes, either for
the country as a whole or for those parts in which it may be
possible to take immediate action.” Crop insurance is insurance
against the risk of loss or deficiency in respect of periodical crops
raised by the cultivators.?

(c) Comprehensive Medical Service. More than any other factor,
the provision of medical care service may prove useful to bring
about the evolution from social insurance to social security.
Medical care forms an essential part of social insurance, in as much
as it is to be provided to every insured contributor (and his
dependents) in virtue of his contribution. The scope of this social
insurance medical service is narrow, as it is generally meant for
specific risks and for limited sections of the community. The
medical care service to be provided under the Employees’ State
Insurance Act, for example, is restricted only to factory employees
(and to their dependents, if it is extended to families of the insured
employees), who would be entitled toreceive medical benefit only
of such kind and on such scale as may be provided by the States’
Governments and the Corporation and would have no right
to claim any medical treatment, except such as is provided by
the dispensary, hospital, clinic or other institution to which they
arc allotted. Such insurance schemes lack qualities, essential for
meeting the requirements of an effective medical care service:
they fall short of universality in scope, do not provide unlimited
care of every description available at any time, nor do they ensure a
rational organization of such care, and its effective co-ordination,
with general health services.2 On the other hand, a medical care
service, organized under a social security system, is comprehensive
in character and unlimited in its availability. It meets the need
of the individual member of the community for care by members
of the medical and allied professions, and for such other facilities
as are required at medical institutions with a view to restoring the
individual’s health, preventing the further development of disease
and alleviating suffering, when he is afflicted by ill health (curative

1 M. R Idguny, Social Insurance and India, pp 321-6.

21L0, Socwal Security : Principles and Problems arising out of the War,
Part I, p. 60.
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care), and with a view to protecting and improving his health when
it is threatened (medical care).!

(@) Adequacy of Cash Benefit. The aim of social insurance is to
replace earnings lost by the insured person because of his inability
to work or to obtain work. Cash benefits, which are paid for this
purpose of compensation, are generally related to the previous
earnings of the insured person on the basis of which he has con-
tributed. The Employees’ State Insurance Act fixes the sickness
benefit and disablement and dependents’ benefits normally at the
rate of half of average daily wages. Judged trom the principles
mentioned above, this rate seems to be very low, as it is far below
the average wages of the insured person. A compromise between
the adequacy of benefit and the prevention of malingering or of
discouragement to work would be to pay at the rate of 75 per
cent of the wages. A still better way may be to fix flat rates
and at the same time to grant adequate rates of cash benefits.
Sir William Beveridge proposed the flat rate of benefit which
‘is intended in itself to be sufficient without further resources to
provide the minimum income needed for subsistence in all normal
cases’.? For maternity benefit, the Employees’ State Insurance
Scheme lays down a flat rate, namely, 12 as. per day; and this
seems to be adequate.

The aim of social security on the other hand is to provide
subsistence benefit, to all who are in need. The social security
Resolution of the Asian Regional Labour Conference recommends
that in fixing the level of benefits, the aim should be to afford
at least a minimum of subsistence. It is, however, not easy to
fix a minimum subsistence rate. In India, wages of industrial
employees are generally low and in many cases they are even below
the subsistence level. Social insurance by itself may mitigate,
but cannot cure, the evil of low wages.® The enforcement of
the Minimum Wages Act may fix up minimum wage rates in some
of the industries. These minimum rates of wages may be taken
as the minimum rates of cash benecfits to be paid under thg social
security schemes in India. The evolution from social insurance
to social security may thus shift the emphasis in respect of cash
benefits from the proportion of earnings to the provision of sub-
sistence means.

(e) Financing the Social Security System. The cost of the social
insurance scheme is shared by the insured persons and their
employers, with or without financial assistance from the State.
Of the various branches of social insurance, the cost of invalidity,
old-age and survivors’ benefits and unemployment benefit is

1 1L.0., Social Secursty . Principles and Problems arising out of the War,
Part I, p. 61.

Beveridge, Report on Social Insurance and Allied Services, para 307.

IL.O, Social Security : Principles and Problems arising out of the Way,
Part I, p. 22.
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usually shared among insured persons and employers, while the
cost of compensation for employment injuries is borne solely by
the employers.! In meeting the cost of social insurance, reliance
is mainly placed on the contributions of the insured persons and
the pay-roll levies on the employers of these insured persons.
The State is generally made responsible for the residual cost of
socialinsurance, which is not met by the above two resources, and
for such other elements as the deficit of contributions of persons
brought intoinsurance late in life, the contingent liability involved
in guaranteeing basic long-term benefits, adequate maternity
benefit, and, in times of heavy unemployment, unemployment
benefits, and subsidies to the insurance of persons of small means.
On the whole, in India, the financial participation of the State in
the social insurance schemes is appreciable, compared to the cost
borne by the employers and their insured employees. Under the
Employees’ State Insurance Scheme, the financial assistance of the
State is two-thirds of the administrative costs (to be borne by the
Central Government for the first five years in the first instance)
and probably also one-third cost of the medical-care services (to be
borne by the States’ Governments). These costs borne both
by the Central and States Governments may come to about 20
per cent of the total costs of the scheme.? In the social security
system, financial burden shifts from employees and employers to
the State, because of the existence of social assistance, children’s
allowances, health services and such other measures, whose costs,
it may not be possible for the insured persons to bear. The finan-
cial resources of the State come out of the general public revenues,
i.e. through the taxes paid by the community. This fact has given
birth to the idea that social security should be largely financed by
revenues from general taxation, or, in other words, income security
should be provided through income tax. Such an idea has been
already brought into practical shape in New Zealand and
Australia. In a social security system, substantial contributions
from the general revenues seem to be inevitable, though pay-roll
and wage taxes (i.e. contributions from employers and employees)
must also be collected.

In India, the cost of the Employees’ State Insurance Scheme
would be borne mainly by insured employees and their employers,
though the State also would bear about one-fifth of the costs. On
the transformation of the social insurance scheme into a social
security scheme, the financial participation of the State will
increase and then it would be desirable to levy an income tax onthe
whole population to defray the cost of social security in part. At
present, only a small fraction (about 0.6 per cent) of the total
population would be benefited by the Employecs’ State Insurance

1 1.1 O., Social Security : Principles and Problems avising out of the War,
Part I, p. 31.

2 gee p. 195.
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Scheme and hence the other classes would naturally resent paying
for it.

(f) Administration. The Employees’ State Insurance Scheme
is being administered by an autonomous Corporation, on which
are represented the Central and States’ Governments, employees,
employers, medical profession and members of the Indian Parlia-
ment. Because of the limited nature of the Scheme, the Corpora-
tion may not come across great administrative difficulties. How-
ever, when new classes of persons are added and new risks covered,
administration may become complex. Again, social insurance,
which is mainly the affair of insured employees and their emp-
loyers, would be, in course of time, transformed into social securi-
ty, which would be the responsibility of the State. The State
control over administration would, therefore, go on increasing,
till at last a Government Department, say a Ministry of Social
Security, would administer the whole scheme in consultation with
the Corporation which would act merely in an advisory capacity.
This set-up of the social security administration would be more or
less on the model of the Directorate General of Resettlement and
Employment, which is a Government organization, with branches
all over the country, and which works in consultation with the
Central and Regional Employment Advisory Committees. These
Committees consist of representatives of Government, employers,
workers, Universities and women’s organizations. The success of
social security in any country depends on various factors such as
the employment policy, wage levels, standard of living, utilization
of human and natural resources, health services, etc. The State
can be made primarily responsible for all these factors and
consequently for the success of the social security system.
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32-3, 42-5, 56; and Employees’
State Insurance Act (1948), 151-2,
154-6, 158-9, 181, 200-1; laws,
20, 32-47, 154-9, 169, 218; mater-
nity leave, 29, 31-3, 36-41, 43, 45;
qualifying period, 35-43; recom-
mendations, 8, 10, 25, 27, 29-31,
42, 44; scope, 32, 34, 36-42, 154-5

Medical care, 12, 16, 18, 164-83, 199,

212, 214-15, 220-2, 224; adminis-
tration, 13, 221-2; certification,
181-2; under Employees’ State
Insurance Act (1948), 45, 89-91,
149-50, 153, 156, 165, 169, 177-9,
181-2, 199; health conditions, 164;
health personnel, 167-8, 175, 179-
80; health plans, 171-6; industrial
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health service, 168-71, 176-82, 199;
under maternity insurance, 31-3,
35-6, 38-40, 44; medical research;
181; under pension insurance, 14,
public medical care service, 11,
44, 182-3, 199, 215; Recommenda-
tion, 10-2, 18, 27, 44, 182-3; for
seamen, see¢ under Seamen; under
sickness insurance, 89-90; social
insurance medical care service, 11,
164, 182-3, 215, 221-2, systems of
medicine, 182

Mines, 216, 219; Coal Mines Provident
Fund, 94; health of workers, 165;
Maternity Benefit Act (1941), 36,
42, 154, 156; medical services for
coal and mica miners, 169-70; old
age insurance, 98; Workmen's
compensation, 55

New Zealand Social Security Act
(1938), 18, 213-5, 223

Occupational disease, see Industrial
disease

Occupational risk, 49, 52-3, 62, 66,
97, 165

Old age 4-5, 16, 27, 97-8, 110,
219-20, 223

Old age pensions, 5, 14, 92-104, 218;
administration, 103, for agricul-
tural workers, 22, 92 benefits, 96,
100-3; contrnibutions, 101; con-
ventions, 8, 22-3, 92, 96, 98,
101-4, maintenance of nghts, 101-2;
non-contributory pensions, 104;
qualifying period, 100-1; recom-
mendations, 8, 10, 25-6, 92, 96,
98, 101-3; scope, 95-8, 217; for sea-
men, 124, 126, 128,130-1, 133-4, 142

Orphanhood, 4, 99-100

Orphans’ pension, see also Survivors’
insurance, 5, 14, 22-3, 26, 92-104

Pension insurance, 14, 22-3, 26,
92-104, 202

Planning 106, 114-6

Plantations, 216, 219; health of work-
ers, 165-6, 168, 171; maternity
protection, 39; medical care, 44;
workmen’s compensation, 55

Provident fund, 92-5, 217-20

Provident Fund Bill (1948), 94-5

Public works poiicy, 105-6, 108-9,
111-12

Raja, Dr K.C.K.E, 164, 167, 182

Rao, Mr Raghunath, 6, 83, 85, 88-9,
186-8, 192, 196, 198-200

Recommendations, see International
Labour Recommendations Re-
serves, 15, 196, 198-203

Royal Commission on Labour in
India, 21, 34-5, 51, 73

Seamen, 9, 122-43, 219; Adarkar-
Bodmer scheme, 6, 23-4, 123-30,
142-3; conditions in India, 123-4;
Indian Merchant Shipping Act
(1923), 21-3, 123, 130, 135-40, 170;
International Social Security Char-
ter, 131-3; medical care, 23-4, 28,
J425-7, 131-4, 137-40, 143, 170;
a model scheme of social security,
133; pensions, 24, recruitment,
123-4, 126, 129-30, 135; Seamen’s
Special Fund, 124-5; shipowners’
liability, 123, 125-6 131-3, 135-40;
social insurance, 125-34, 140-1;
social sccurity conventions, 8, 21,
23-4, 122-3, 125, 134-43, social
security recommendations, 8, 25,
28, 122-3, 125, 134-5, 142-3; un-
employment, 21; Workmen'’s com-
pensation, 51-2

Sickness, 4-5, 12, 16, 27, 82-3, 86, 110,
126, 148, 151-2, 217-21

Sickness funds, 218, 220

Sickness insurance, 5, 9, 82-92, 125;
Adarkar scheme, 6, 82-3; for
agricultural workers, 22, benefits to
depcndents, 90; cash benefits, 84-9,
151-2, 156, 199-200; conventions,
8, 22, 24, 82-3, 85-90, 185; financial
aspects, 184-210; funeral benefit,
90; medical benefits, 89-90, 156,
164; medical and pharmaceutical
benefits, 13, 1n periods of economic
depression, 12-13; protective pe-
riod, 85-6; qualifymne period, 85;
recommendations, 8, 10, 25-6, 82-3,
87-90; for seamen, 126-7, 130-4,
138, 140-1; scope, 83-4, 215-21

Silicosis, 60-2

Social assitance, 212-15, 220

Social insurance, 5, 9, 25, 28, 91-2,
129; admunstration, 10-11, 224;
benefits, 10-11, 223; branches, 9,
218, 220; contributions, 11, 222-4;
co-ordination and unification of
branches, 9, 11-12, 18, 211-24;
definition of, 3-4, 212-13; Inter-
American Social Insurance Code,
see under America; investment of
funds, 15, 184, 203-8

Social security, conventions, 7-9,
20-4; definition of, 3, 211-13; and
factories legislation, 159-63; laws,
4-6, 18-19; plan of, 19, 211-24;
recommendations, 7-9, 25-8; Re-
solution of the Asian Labour Con-
ference, 6, 8, 18, 32, 166, 181, 183,
217, 220, 222; for seamen, see
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Seamen

Stack, M., 6, 83, 85, 88-9 186-8, 192,
196, 198-200

Survivors’ msurance, see also Fune-
ral benefit, 63-4, 80-1, 92-104, 219;
administration, 103; for agricul-
tural workers, 22, 92; benefits, 96,
100-3, 152-3; contributions, 101;
conventions, 8, 22-3, 92, 96, 93-104;
maintenance of rights, 101-2;
recommendations, 8, 10,22, 92, 96,
99-103; quahfying period, 10C-1;
scope, 95-6, 98-100, 217; for seamen,
126-7, 131, 133-4

Unemployment, 4, 16, 20-1, 26-7,
97-8, 102, 105, 108-9, 111, 113, 220

Unemployment insurance (and assis-
tance), 5, 9, 17, 105-21, 219-20;
administration, 110; for agricultu-
ral workers, 106-7; bencfits, 107-9,
202, 223; conventions, 8, 20, 23,
105-8, 110-11; quahfying period,
107-9; recommendations, 8, 10,
25-6, 105-10, scope, 107-8; for sea-
men, 21, 25, 107, 124, 126, 128,
130, 132-5; waiting period, 107-8

United Kingdom, 18, 62, 214-5;
conventions ratified, 7, health con-
ditions, 164; health insurance, 124;
seamen, 123-4, 136; workmen's
compensation, 59

United States, 18, con\entions rati-

fied, 7; health conditions, 164;
Social Security Act (1935), 3, 212;
Wagner-Murray Bill, 87, 109, 214-5

Vocational training, 69, 108, 117-18

Widowhood, 4
Widows’ pensions, see also Survivors’

msurance, 5, 14, 23, 26, 92-104

Workmen's compensation, 5, 9, 49-81,

92, 129, 151, 220; admunistration,
70-1, 73-81, 158, for agricultural
workers, 21; cash benefits, 49-50,
62-9, 77-8, 80-1, 152, 156-8, 201-3;
conventions, 7, 8, 21, 23, 49, 54,
56, 59, 60, 66, 68-70, 72; depen-
dents, 67-8, 158, and Employees’
State Insurance Act (1948), 152,
154-9, 201-3; cquality of treatment,
49, 51. 72-3; evaluation of perma-
nentincapacity, 14, 50, guarantecs,
50, 70-2; history in India, 30-2,
recommendations, 8, 25, 28, 49, 59,
63, 66-9, 72-3; nisks covercd, 54,
57-62, 155, 157, settlement of dis-
putes, 49-50, 72; statistics, 77-81;
waiting period, 66-7, Workmen’s
Compen<ation Act (1923), 21, 23,
25, 42, 50-81, 123, 148, 154-8,
162-3, 202, 218, workers and occu-
pations cdvered, 654-7, 155-6, 218
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