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Social Security Legislations: Payment of Wages Act, 1936;
Minimum Wages Act, 1948; Payment of Bonus Act, 1965;
The Workmen’s Compensation Act, 1923; The Employee
State Insurance Act, 1948; Employees’ Provident Fund and
Miscellaneous Provisions Act, 1952; Maternity Benefit Act,
1961

The Employee State Insurance Act, 1948

Wages: “Wages” means all remuneration paid or payable in cash to an employee if the terms of

the contract of employment, express or implied, were fulfilled and includes any payment to an
employee in respect of any period of authorised leave, lock-out, strike which is not illegal or lay-
off and other additional remuneration if any, paid at intervals not exceeding two months but
does not include: (a) any contribution paid by the employer to any pension fund or provident
fund, or under this Act; (b) any travelling allowance or the value of any travelling concession; (c)
any sum paid to the person employed to defray special expenses entailed on him by the nature
of his employment, or (d) any gratuity payable on discharge. [Section 2(22)] Wages include
other additional remuneration paid at intervals not exceeding two months wages. It is question
of fact in each case whether sales commission and incentive are payable at intervals not
exceeding two months (Handloom House Ernakulam v. Reg. Director, ESIC, 1999 CLA 34 SC 10).
Travelling allowance paid to employees is to defray special expenses entitled on him by nature
of his employment. It does not form part of wages as defined under Section 2(22) of the E.S.I.
Act. Therefore, employer is not liable to pay contribution on travelling allowance. [S. Ganesan v.

The Regional Director, ESI Corporation, Madras, 2004 Lab.I.C 1147]

REGISTRATION OF FACTORIES AND ESTABLISHMENTS UNDER THIS ACT:
Section 2A of the Act lays down that every factory or establishment to which this Act applies
shall be registered within such time and in such manner as may be specified in the regulations

made in this behalf.



EMPLOYEES’ STATE INSURANCE:

Section 38 of the Act makes compulsory that subject to the provisions of the Act all the
employees in factories or establishments to which this Act applies shall be insured in the
manner provided by this Act. Such insured persons shall pay contributions towards Insurance
Fund through their employers who will also pay their own contribution. Such insured persons
are entitled to get certain benefits from that fund which shall be administered by the

Corporation. Any dispute will be settled by the Employees’ Insurance Court.

ADMINISTRATION OF EMPLOYEES’ STATE INSURANCE SCHEME:

For the administration of the scheme of Employees’ State Insurance in accordance with the
provisions of this Act, the Employees’ State Insurance Corporation Standing Committee and
Medical Benefit Council have been constituted. Further, ESI Fund has been created which is
held and administered by ESI Corporation through its executive committee called Standing
Committee with the assistance, advice and expertise of Medical Council, etc. and Regional and

Local Boards and Committees.

EMPLOYEES’ STATE INSURANCE CORPORATION:

Section 3 of this Act provides for the establishment of Employees’ State Insurance Corporation
by the Central Government for administration of the Employees’ State Insurance Scheme in
accordance with the provisions of Act. Such Corporation shall be body corporate having
perpetual succession and a common seal and shall sue and be sued by the said name.

WINGS OF THE CORPORATION:

The Corporation to discharge its functions efficiently, has been provided with two wings:
Standing Committee:

The Act provides for the constitution of a Standing Committee under Section 8 from amongst its
members.

Power of the Standing Committee: The Standing Committee has to administer affairs of the
Corporation and may exercise any of the powers and perform any of the functions of the

Corporation subject to the general superintendence and control of the Corporation. The



standing Committee acts as an executive body for administration of Employees State Insurance

Corporation.

LESSON ROUND UP - The law relating to employees’ State Insurance is governed by the
Employees’ State Insurance Act, 1948. — The objective of the act is to provide for certain
benefits to employees in case of sickness, maternity and employment injury and to provide for
certain other matters in relation there to. — The Act is applicable to all factories including
factories belonging to the Government other than seasonal factories. The appropriate
Government may after giving a notice of not less than one month and by notification in the
official Gazette, extend the application of the Act or any of them, to any other establishment or
class of establishments, industrial, commercial, agricultural or otherwise. Once the Act becomes
applicable, the Act shall continue to apply irrespective of the reduction in number of employees
or cessation of manufacturing process with the aid of power. — Every factory or establishment
to which this Act applies has to be registered within the specified time and the regulations
made in this behalf. — All the employees in factories or establishments to which this Act applies
shall be insured in prescribed manner. Such insured persons shall pay contributions towards
Insurance Fund through their employers who will also pay their own contribution. — The ESI Act
authorises Central Government to establish Employees State Insurance Corporation for
administration of the Employees State Insurance Scheme. Such Corporation shall be body
corporate having perpetual succession and a common seal and shall sue and be sued by the
said name. — All contributions paid under this Act and all other moneys received on behalf of
the Corporation shall be paid into a Fund called the Employees State Insurance Fund which shall
be held and administered by the Corporation for the purposes of this Act. — The insured
persons, their dependants are entitled to various benefits on prescribed scale. Right to receive
benefits is not transferable or assignable. When a person receives benefits under this Act, he is
not entitled to receive benefits under any other enactment. — The Act empowers State
Government to constitute an Employees Insurance Court. The Employees Insurance Court has
jurisdiction to adjudicate disputes, namely, whether any person is an employee under the Act,
rate of wages/contribution, as to who is or was the principal employer, right of a person to any

benefit under the Act. — The El Court also has jurisdiction to decide claims for recovery of



contribution from principal employer or immediate employer, action for failure or negligence to

pay contribution, claim for recovery of any benefit admissible under the Act.

Assignments

1. Discuss the object and scope of the Employees’ State Insurance Act, 1948.

2. What are the different kinds of benefits provided under the E.S.I. Act.

3. How the Employees’ Insurance Court constituted and what is are the matters to be
decided by such a Court?

4. Write short notes on Principal Employer and Immediate Employer.

5. What are the penalties prescribed by the ESI Act, 1948 for contravention of the provisions of the

Act?



