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UNIT - I
LABOUR AS FACTOR OF PRODUCTION

Meaning of Labour
Labour is the act of mental and physical activity on some work for some monetary
benefits. Any work or services rendered by the professionals such as doctors, engineers,
teachers etc. are all included in the labour. Alternatively, any activity done with the intention of
happiness or pleasure or doing any art work for hobby will not count in labour. Otherwise, if the
art work is sold out for some consideration, then the same will be called as labour. S.E.Thomas
defines as "Labour connotes all human efforts of body or mid which are undertaken in the
expectation of reward."
Labour as Factor of Production
Human efforts done mentally or physically with the aim of earning income is known as
labour. Thus, labour is a physical or mental effort of human being in the process of production.
The compensation given to laborers in return for their productive work is called wages (or
compensation of employees).
Land is a passive factor whereas labour is an active factor of production. Actually, it is
labour which in cooperation with land makes production possible. Land and labour are also
known as primary factors of production as their supplies are determined more or less outside
the economic system itself.
Capital:
All man-made goods which are used for further production of wealth are included in
capital. Thus, it is man-made material source of production. Alternatively, all man-made aids to
production, which are not consumed/or their own sake, are termed as capital.
It is the produced means of production. Examples are—machines, tools, buildings,
roads, bridges, raw material, trucks, factories, etc. An increase in the capital of an economy
means an increase in the productive capacity of the economy. Logically and chronologically,
capital is derived from land and labour and has therefore, been named as Stored-Up labour.
Types of Labour
 Human capital
 Housework
 Manual labour
 Slavery
 Unfree labour
 Volunteer
 Wage slavery
 Wage labour
Characteristics of Labour
Labour has some characteristic features. They are:
1. Labour is Perishable:
Labour is highly perishable than the other factors of production. They cannot be
warehoused. They cannot be postponed or accumulated for the next day. Once the time is lost
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it is lost forever.
2. Labour cannot be isolated from the labourer
Any other factors of production can be separated but not labour from labourers. Labour
and labourers are indispensable for each other. For instance, it is not possible to bring the
ability of a teacher to teach in the school, leaving the teacher at home.
3. Less mobility of labour - when compared to capital and other goods, labour is less mobile.
Capital can be mobilized from one place to another and labour cannot be transported from one
place to another easily. A labourer may not be ready to go off places leaving his native place.
4. Work bargaining power of labour - It means, the ability of buyer to purchase articles at least
price and that of seller to a higher price is called work bargaining power. A labourer sells his
labour for wages and the employer buys by compensating money. Mostly labourers have poor
bargaining power since they are weak and poor whereas employers are comparatively having
high bargaining power for hiring labourers.
5. Inelastic supply of labour - In any particular time period, the elasticity of supply is inelastic in
any nation. It means their supply can neither be raised nor subsided. They cannot be made to
order like other goods.
6. Labourer is a human being and not a machine - Each and every labourer has his own likes
and dislikes. They should not be hurt for they have feelings. Also they cannot work 24 hours a
day and 365 days a year. We cannot become owner for a labourer is the actual sense.
7. Increase in wages may reduce the supply of labour:
In the event if the wages are high, the whole family members are to work for their
living. On the other hand if the wages are high, then only one family member may work and
hence the supply reduces.
8. Difficult to find out the cost of production of labour - It is difficult to ascertain the cost of
labour done by a labourer since it is based on his efficiency, experience, human morale. Also if
the labour is a professional, it is not easy to ascertain his cost of production such as clothing,
education, food etc.
9. Labour creates capital:
Capital which is considered as a separate factor of production, is in reality is the result of
reward for labour. He earns property out of production. Therefore, capital is formulated and
accumulated by labour. It is evident that labour is more important in the process of production
than the capital since capital is the outcome of the labourers' labour.
Absenteeism
Absenteeism is a peculiar, acute, and common problem throughout to the industrial
world including India. The problem of absenteeism is a challenge to the managerial personnel
because it causes indiscipline and other industrial evils. The problem of absenteeism is also
recognized as a positive symptom of low morals.
Definition and Meaning:
The term ―Absenteeism‖ is used to connote any absence of permanent worker from
work whether authorized or unauthorized. Absenteeism refers to the worker‘s absence from
his regular task, no matter what the cause is.
The term ―Absenteeism‖ was properly deﬁned for the first time, in a circular of the
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labour department, Govt. of India, issued to the provisional Govt. before independence.
Accordingly, absenteeism rate is defined as the total man shifts lost because of absence as a
percentage of the total number of man shifts schedule. In this sense there is a difference
between the man days scheduled to work by the permanent workers and the man days actually
worked by them. The man days scheduled to work and computed by multiplying the number of
permanent workers with the number of days of work lost due to strikes or lock-out are
excluded from these estimates. The calculation of man days actually worked in the month is
made by to filling the daily attendance of permanent workers.
Causes Absenteeism:
Absenteeism falls into different categories according to the reasons which bring about.
These categories will vary slightly from place to place and due to difference in the nature of
human being.
Some of them as follows:
Sickness:
Sickness is a cause of absenteeism is more significant than any other reasons. Sickness
must be distinguish as either certified sickness or not certified by a doctor. Expediencies like
Cholera, Small-Pox and Malaria always break out in sever forming most industrial areas. The
low vitality of Indian workers make them an easy prey to such epidemics.
Impersonal Behavior of the Employers:
Impersonal attitude of the employers toward the workers is also a reason of
absenteeism an individual thus get no chance of freedom of expression. He becomes antisocial
and frequently.
Bad working Condition:
Bad working condition cause many evils and diseases. In many industrial countries like
India the working is h handicapped by climatic condition. High environmental temperature
reduces the working capacity. In many factories the roofs are not suitable and many types of
pollutions have worsened the working condition of workers. Ultimately the worker remains
absent and later on he becomes a habitual absentee.
Unsuitable Working Hours :
In the factories where running shifts are there absenteeism during the night shift is
more than in a day shift owing to the greater discomfort of work during night time.
Frequent Urge of the rural Exodus:
The most important cause of absenteeism, however, is the frequent urge of rural
exodus. The rate of absenteeism is higher at the time of harvesting and sowing of the crops.
Inadequacy of Welfare Activities:
The vast majority of industries still regards welfare work as a barren liability rather than
a wise investment. If an industry does not provide better facilities and does not invest its
resources in welfare activities then it reduces the strength and stamina of the workers and thus
causes labour turnover and absenteeism.
Insecurity of Employment:
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Insecurity of Employment is very common factor in most of the factories. It leads to
formation of complexes and inhibitions in a worker. He is not given any sense of belonging
psychologically. He stays away off and on because he is not made to feel that he has real place
in the scheme of things. He know that nobody bothers much about him and this feeling leads
him to remain absent from the work.
Miscellaneous Reasons :
Industrial accidents, social and religious ceremonies, festivals, arrival of guest, drinking
and gambling, in sanitary living condition, shortage of accommodation, hazardous nature of
work, inadequacy of transport facilities, ration difficulties and the like are also the causes of
absenteeism.
Causes of Migration in India
1. Marriage:
Marriage is a very important social factor of migration. Every girl has to migrate to her
in-law’s place of residence after marriage. Thus, the entire female population of India has to
migrate over short or long distance. Among the people who shifted their resistance more than
half (56.1%) moved due to marriage in 1991.
2. Employment:
People migrate in large number from rural to urban areas in search of employment. The
agricultural base of rural areas does not provide employment to all the people living there.
Even the small-scale and cottage industries of the villages fail to provide employment to the
entire rural folk. Contrary to this, urban areas provide vast scope for employment in industries,
trade, transport and services. About 8.8 per cent of migrants migrated for employment in 1991.
3. Education:
Rural areas, by and large, lack educational facilities, especially those of higher education
and rural people have to migrate to the urban centers for this purpose. Many of them settle
down in the cities for earning a livelihood after completing their education.
4. Lack of Security:
Political disturbances and interethnic conflicts drive people away from their homes.
Large number of people has migrated out of Jammu and Kashmir and Assam during the last few
years due to disturbed conditions there.
People also migrate on a short-term basis in search of better opportunities for recreation,
health care facilities, and legal advices or for availing service which the nearby towns provide.
Table 12.1 gives an idea of impact of different reasons on migration.
Effects of Migration:
Internal migration affects the place where from people migrate and the place to which
they migrate. When the migrants move from rural to urban areas, they have both positive and
negative effects on the society and economy.
(i)Effects on Rural Areas:
Migration affects rural areas (the place of origin) in the following ways:
1. Economic Effects:
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When population migrates from rural areas, it reduces the pressure of population on
land, the per worker output and productivity on land increases and so does per capita income.
Thus family income rises which encourages farmers to adopt better means of production
thereby increasing farm produce.
Those who migrate to urban areas are mostly in the age group of 18-40 years. They live
alone, work and earn and remit their savings to their homes at villages. Such remittances
further increase rural incomes which are utilised to make improvements on farms which further
raise their incomes. This particularly happens in the case of emigrants to foreign countries who
remit large sums at home.
Moreover, when these migrants return to their villages occasionally, they try to raise the
consumption and living standards by bringing new ideas and goods to their homes. Modern
household gadgets and other products like TV, fridge, motor cycles, etc. have entered in the
majority of rural areas of India where larger remittances flow from urban areas.
2. Demographic Effects:
Migration reduces population growth in rural areas. Separation from wives for long
periods and the use of contraceptives help control population growth. When very young males
migrate to urban areas, they are so influenced by the urban life that they do not like to marry at
an early age.
Their aim is to earn more, settle in any vocation or job and then marry. Living in urban areas
makes the migrants health conscious. Consequently, they emphasise on the importance of
health care, and cleanliness which reduces fertility and mortality rates.
3. Social Effects:
Migration also affects the social set-up of rural communities. It weakens the joint family
system if the migrants settle permanently in urban areas. With intermingling of the migrants
with people of different castes and regions in cities, they bring new values and attitudes which
gradually change old values and customs of ruralites. Women play a greater role in the social
setup of the rural life with men having migrated to towns.
(ii) Effects on Urban Areas:
Migration affects urban areas (or the place of destination) in the following ways:
1. Demographic Effects:
Migration increases the population of the working class in urban areas. But the majority
of migrants are young men between the ages of 15 to 24 years who are unwed. Others above
this age group come alone leaving their families at home.
This tendency keeps fertility at a lower level than in rural areas. Even those who settle
permanently with their spouses favor small number of children due to high costs of rearing
them. The other factor responsible for low fertility rate is the availability of better medical and
family planning facilities in urban areas.
2. Economic Effects:
The effects of migration on income and employment in urban areas are varied
depending upon the type of migrants. Usually the migrants are unskilled and find jobs of street
hawkers, shoeshine boys, carpenters, masons, tailors, rickshaw pullers, cooks and other
tradesmen, etc.
These are “informal sector” activities which are low paying. But, according to the ILO, the
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evidence suggests that the bulk of employment in the informal sector is economically efficient
and profit-making. Thus such migrants earn enough to spend and remit to their homes.
Other migrants who are educated up to the secondary level find jobs as shop helpers,
assistants, taxi drivers, repairing machines and consumer durables, marketing goods and in
other informal activities that are small in scale, labour intensive and unregulated. Their earnings
are sufficient to bring them in the category of a common urbanite with an income level higher
than the unskilled workers.
(iii) Adverse Effects of Rural-Urban Migration:
Migration from rural to urban areas has a number of adverse effects. Towns and cities in
which the migrants settle, face innumerable problems. There is the prolific growth of huge
slums and shantytowns. These settlements and huge neighborhoods have no access to
municipal services such as clean and running water, public services, electricity, and sewage
system.
There is acute housing shortage. The city transport system is unable the meet the
demand of the growing population. There are air and noise pollutions, and increased crime and
congestion. The costs of providing facilities are too high to be met, despite the best intentions
of the local bodies.
Thus, urban migration increases the growth rate of job seekers relative to its population
growth, thereby raising urban supply of labour. On the demand side, there are no enough jobs
available for the ruralities in the formal urban sector for the uneducated and unskilled rural
migrants.
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UNIT – II
TRADE UNION AND INDUSTRIAL DISPUTES

Definition:
Labour unions or trade unions are organizations formed by workers from related fields
that work for the common interest of its members. They help workers in issues like fairness of
pay, good working environment, hours of work and benefits. They represent a cluster of
workers and provide a link between the management and workers.
Description:
The purpose of these unions is to look into the grievances of wagers and present a
collective voice in front of the management. Hence, it acts as the medium of communication
between the workers and management.
Regulation of relations, settlement of grievances, raising new demands on behalf of
workers, collective bargaining and negotiations are the other key principle functions that these
trade unions perform.
The Indian Trade Union Act, 1926, is the principle act which controls and regulates the
mechanism of trade unions. In India, political lines and ideologies influence trade union
movements. This is the reason why today political parties are forming and running trade
unions.
Types of Trade union
1. The Indian National Trade Union Congress (INTUC)
2. The AH India Trade Union Congress (AITUC)
3. The BharatiyaMazdoorSangh (BMS)
4. The Hind MazdoorSangh (H.M.S.)
5. The United Trade Union Congress (UTUC)
6. The Centre of Indian Trade Unions (CITU)
1. The Indian National Trade Union Congress (INTUC)
In May 1947 INTUC was formed by the Congress Party and the top congress leaders like
Mr. Nehru and Patel were associated with it.
The objectives of the union are to adopt peaceful means for the settlement of labour
disputes. The Government of India declared this union in 1948 as the most representative
union in the country.
Every union affiliated to INTUC has to submit its dispute to arbitration after exhausting
other means of settlement of disputes. It has strong roots in West Bengal, Assam, Gujarat,
Maharashtra and Bihar. It has large number of members from textiles, tea, jute, transport and
mining industries.
2. The All India Trade Union Congress (AITUC)
This union came into existence in 1920 mainly on the pattern of the British Trade
Unions. It serves as the labour forum of Communist party of India at present. It is considered as
the second largest union in India. It is very strong in West Bengal, Tamil Nadu, Kerala, Andhra
Pradesh and Punjab.
3. The BharatiyaMazdoorSangh (BMS)
This union was formed as an affiliate to Bhartiya Jan Sangh Party. During the last couple
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of years its membership has gone up. This gives it the third position and the H.M.S. has been
pushed down the fourth position.
4. The Hind MazdoorSangh (H.M.S.)
It was formed in December 1981 in Calcutta by the socialists who neither approved
INTUC nor A1TUC. The HMS was organised with a view to keeping its members free from any
political or other outside interference. Its members are generally from industries like railways,
cotton textiles, coal mining, engineering and post and telegraph department. The Praja Socialist
party and Samyuktha Socialist party dominated this union. These parties became constituents
of the Janta Party.
5. The United Trade Union Congress (UTUC)
It was formed on 30th April 1949 by those persons who were dissident socialists. It
functions mainly in Kerala, West Bengal, Bihar and Tamil Nadu. Its political affiliations are with
left-wing parties.
6. The Centre of Indian Trade Unions (CITU)
It was formed in 1970. It has 2,231 affiliated unions having 1 1, 12,328 members.
Union should function for at least one year after registration if there is more than one union.
Where there is only one union, this condition will not apply
Objectives Trade Union:
1. Ensure Security of Workers:
This involves continued employment of workers, prevent retrenchment, lay off or lock-outs.
Restrict application of “fire” or dismissal or discharge and VRS.
2. Obtain Better Economic Returns:
This involves wages hike at periodic intervals, bonus at higher rate, other admissible
allowances, subsidized canteen and transport facilities.
3. Secure Power To Influence Management:
This involves workers’ participation in management, decision making, role of union in policy
decisions affecting workers, and staff members.
4. Secure Power To Influence Government:
This involves influence on government to pass labour legislation which improves
working conditions, safety, welfare, security and retirement benefits of workers and their
dependents, seek redressal of grievances as and when needed.
Functions of a Trade Union:
The important basic functions of unions listed by National Commission on labour are:
I. To secure fair wages to workers.
II. To safeguard security of tenure and improve conditions of service.
III. To enlarge opportunities for promotion and training.
IV. To improve working and living conditions
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V. To provide for educational, cultural and recreational facilities.
VI. To co-operate in and facilitate technological advance by broadening the understanding
of workers on its underlying issues.
VII. To promote identity of interests of workers with their industry.
VIII. To offer responsive co-operation in improving levels of production and productivity,
discipline and high standards of quality and
IX. To promote individual and collective welfare
Weakness of Trade Union in India
1. Limited Membership:
The Trade Union in India have limited membership. Majority of the workers have not
taken the membership of the union. Only 40-50% of the workers get membership. This
tendency has made the union weak.
2. Lack of Unity:
There is no unity among the members of the trade union. They are divided & sub –
divided on the basis of cast, religion, language, etc.
3. More than One Union:
In India, these is existence of too many trade unions. Many unions are formed within
one industry. This is an unhealthy trend. This will result in inter union rivalry.
4. Weak Finance:
It is an important factor affecting the functioning of trade union in India. Hence, the
trade union cannot undertake labour welfare & benefit schemes.
5. Illiteracy:
Majority of Indian Industrial workers are illiterates. They are unable to understand the
importance of unity & unionism. They do not come for bard to launch united struggle. Thus,
they easily become victims of employees.
6. outside Leadership:
Most of the unions are controlled by outsiders. They do not take those in the
development of trade union nor protection of labour interest.
7. Migratory Character:
The factory workers in India are controlled by the sentiments. They come from villages
& return to villages as soon as the work is completed. They move from one job to another
without any reason.
8. Political Influences:
The Indian trade unions are controlled by political parties & politicians. Most of the
times, politicians vicitimist the workers to protect their self-interest.
9. Defective Administration:
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The administration of trade unions is not efficient with the lack of proper functioning of
the trade union; the functioning of workers body cannot be healthy & efficient.
10. Lack of Government Interest:
The government does not take much interest in the formation & growth of trade unions.
This indifferent attitude of the government is partly responsible for the slow growth of trade
union movement. Suggestions
Industrial Disputes
Definition
According to Section 2 (k) of the Industrial Disputes Act, 1947, the term ‘industrial
dispute’ means “any dispute or difference between employers and employers or between
employers and workmen, or between workmen and workmen, which is connected with the
employment or non- employment or the terms of employment and conditions of employment
of any person”.
Causes of Industrial Disputes:
We can classify the causes of industrial disputes into two broad groups:
I. Economic causes
II. Non-economic causes.
Economic causes include:
i. Wages,
ii. Bonus,
iii. Dearness allowance,
iv. Conditions of work and employment,
v. Working hours,
vi. Leave and holidays with pay, and
vii. Unjust dismissals or retrenchments.
Non-economic causes include:
i. Recognition of trade unions,
ii. Victimization of workers,
iii. Ill-treatment by supervisory staff,
iv. Sympathetic strikes,
v. Political causes, etc.
The percentage distribution of disputes by causes from 1973 onwards has been shown
in Exhibit 2 reveals the following causes of industrial disputes:
1. Wages and Allowances:
Since the cost of living has generally showed an increasing trend, the workers have been
fighting for higher wages to meet the rising cost of living and to increase their standard of
living. 34.1% of the industrial disputes in 1973 were due to demand for higher wages and
allowances. This percentage was 36.1% in 1974. During 1985, 22.5% of the disputes were due
to wages and allowances. Wages and allowances accounted for 25.7% of disputes in 1986,
26.6% in 1992, 25.0% in 1996 and 20.2% in 2000.
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2. Personnel and Retrenchment:
Personnel and retrenchment causes have also been important. During 1973, 24.3% of
the industrial disputes were because of dismissals, retrenchment, etc. as compared to 29.3% in
1961. In 1979, personnel and retrenchment topped the list of causes of industrial disputes with
29.9%. The number of disputes because of personnel and retrenchment was 32.0% in 1971,
23.1% in 1985 and 19.8% in 1996. In 2000, about 12.1% of the disputes occurred due to
dismissals, layoffs, retrenchments, etc.
3. Bonus:
Bonus has been an important factor in the industrial disputes, 10.3% of the industrial
disputes in 1973 were because of bonus as compared to 6.9% in 1961. 13.8% and 15.2% of the
disputes were due to bonus during 1976 and 1977 respectively. It is worth noting that during
1982 only 4.7% of the disputes were due to bonus as compared to 7.3% in 1985. This
percentage was 4.2 in 1992, 3.6 in 1996 and 8.5 in 2000.
4. Indiscipline and Violence:
The number of disputes because of indiscipline and violence among the workers has
been significant. During 1987, 15.7% of the disputes were because of indiscipline and violence
as compared to only 5.7% in 1973. During 1985, 16.1% of industrial disputes were caused by
indiscipline and violence and during 1996, about 21.6% of the industrial disputes arose due to
indiscipline and violence in industrial undertaking. This shows that indiscipline and violence
have continued to be a serious problem in industry during the past two decades.
5. Leave and Hours of Work:
Leave and hours of work have not been so important causes of industrial disputes.
During 1973, 1.5% of the causes were because of leave and hours of work. Their percentage
share in the industrial disputes was 2.2% in 1977, 1.8% in 1985, 2.2% in 1996 and 0.9% in 2000.
6. Miscellaneous Causes:
Miscellaneous causes include modernisation of plant and introduction of computers and
automatic machinery recognition of union political factors, etc. These factors have caused a
significant number of industrial disputes in the country, 24.1% of the industrial disputes in 1973
were due to miscellaneous causes. They accounted for 19.5% of the industrial disputes in 1977,
29.2% in 1985, 27.8% in 1996 and 33.2% in 2000
Collective bargaining
Definition:
Generally includes negotiations between the two parties (employees’ representatives
and employer’s representatives). Collective bargaining consists of negotiations between an
employer and a group of employees that determine the conditions of employment. The result
of collective bargaining procedure is called the collective bargaining agreement (CBA).
Features of Collective Bargaining
Essential Features of collective bargaining are as follows:
Collective bargaining is regarded as a constructive response to industrial conflict as it
reflects a willingness to remove the conflicts by discussion and understanding rather than by
warfare.
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Collective bargaining is not an ideal system. At best, it is an imperfect institutional process that
works reasonably well in an imperfect society. No one has now come forth with any alternative
procedure that will work better. Collective bargaining is necessarily a pragmatic process.
1. It is a two-way process. It is a mutual give and take rather than takes it or leave it
method of arriving at the settlement of a dispute. Both parties are involved in it.
2. It is a continuous process which provides a mechanism for continuing an organised
relationship between the management and trade unions. Collective bargaining begins
and ends with the writing of a contract.
3. Collective bargaining is not a competitive process but it is essentially a complementary
process.
4. Collective bargaining is a negotiation process and it is a device used by wage earners to
safeguard their interests. It is an instrument of an industrial organisation for discussion
and negotiation between the two parties.
The process of collective bargaining
1. Prepare:
In this phase both the employer’s representatives and the union examine their own
situation in order to develop the issues that they believe will be most important. The first thing
to be done is to determine whether there is actually any reason to negotiate at all. A correct
understanding of the main issues to be covered and intimate knowledge of operations, working
conditions, production norms and other relevant conditions is required.
2. Discuss:
Here, the parties decide the ground rules that will guide the negotiations. A process well
begun is half done and this is no less true in case of collective bargaining. An environment of
mutual trust and understanding is also created so that the collective bargaining agreement
would be reached.
3. Propose:
This phase involves the initial opening statements and the possible options that exist to
resolve them. In a word, this phase could be described as ‘brainstorming’. The exchange of
messages takes place and opinion of both the parties is sought.
4. Bargain:
Negotiations are easy if a problem solving attitude is adopted. This stage comprises the
time when ‘what ifs’ and ‘supposes’ are set forth and the drafting of agreements take place.
5. Settlement:
Once the parties are through with the bargaining process, a consensual agreement is
reached upon wherein both the parties agree to a common decision regarding the problem or
the issue. This stage is described as consisting of effective joint implementation of the
agreement through shared visions, strategic planning and negotiated change.
Industrial Sickness
Meaning:
One of the adverse trends observable in the corporate private sector of India is the
growing incidence of sickness. It is causing considerable concern to planners and policymakers.
It is also putting a severe strain on the economic system, particularly on the banks.
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There are various criteria of sickness. According to the criteria accepted by the Reserve Bank of
India “a sick unit is one which has reported cash loss for the year of its operation and in the
judgment of the financing bank is likely to incur cash loss for the current year as also in the
following year.”
Causes:
Industrial sickness has become a major problem of the India’s corporate private sector.
Of late, it has assumed serious proportions. A close look reveals that there are, at least, five major causes of industrial sickness, viz., promotional, managerial, technical, financial and political.
External vs. Internal Causes:
The factors leading to sickness can be due to reasons of finance, technical issues,
mismanagement, non-availability of raw materials, power or natural calamities or disasters
such, as fire or earthquake or a combination of such factors.
The causes of industrial sickness may be divided into two broad categories
i. External
ii. Internal
The external causes of sickness include:
a) Power cuts imposed by the state governments;
b) Scarcity of raw materials and other inputs due to its erratic supply;
c) Recession in the market resulting from steep fall in the quantum of demand for
industrial products aggravated by credit restraints and resulting in unsold stocks and
losses to industrial units; and
d) Frequent changes in the government policy in connection with industrial licensing,
taxation, power tariff, imports, exports etc. All these external factors are equally
responsible for growing sickness among the industrial units of the country.
Internal Causes:
The internal causes which include various factors related to the industrial units itself include:
a) Faulty location of industrial unit;
b) Faulty planning of the production in the absence of market analysis;
c) Defective selection of plants and machineries and adoption of obsolete technology
particularly in the small scale sector;
d) Acute financial problem due to weak equity base and lack of adequate support from
banks;
e) Incompetent entrepreneurs having no knowledge about costing, marketing, accounts
etc;
f) Labour problems like strikes and lock-outs arising from strained industrial relation over
the issues like wages, bonus, industrial discipline etc.; and
g) Management problems resulting from managerial decisions in connection with
production,
marketing, finance, materials, maintenance, personnel management
etc.
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UNIT - III
WORKERS PARTICIPATION IN MANAGEMENT

Definition:
Like other behavioral terms, WPM means different things to different people depending
Workers ‘participation
refers to the mental and emotional involvement of a person in a group situation which
encourages him to contribute to group goals and share in responsibility of achieving them.
Characteristics:
The following are the main characteristics of WPM:
1. Participation implies practices which increase the scope for employees ‘share of
influence in decision-making process with the assumption of responsibility.
2. Participation presupposes willing acceptance of responsibility by workers.
3. Workers participate in management not as individuals but as a group through their
representatives.
4. Worker‘s participation in management differs from collective bargaining in the sense
that while the former is based on mutual trust, information sharing and mutual problem
solving; the latter is essentially based on power play, pressure tactics, and negotiations.
5. The basic rationale tor worker‘s participation in management is that workers invest their
Iabour and their fates to their place of work. Thus, they contribute to the outcomes of
organization. Hence, they have a legitimate right to share in decision-making activities
of organization.
Reasons for failure of Workers participation Movement in India:
1. Employers resist the participation of workers in decision-making. This is because they
feel that workers are not competent enough to take decisions.
2. Workers’ representatives who participate in management have to perform the dual
roles of workers’ spokesman and a co-manager. Very few representatives are
competent enough to assume the two incompatible roles.
3. Generally Trade Unions’ leaders who represent workers are also active members of
various political parties. While participating in management they tend to give priority
to political interests rather than the workers’ cause.
4. Schemes of workers’ participation have been initiated and sponsored by the
Government. However, there has been a lack of interest and initiative on the part of
both the trade unions and employers.
5. In India, labour laws regulate virtually all terms and conditions of employment at the
workplace. Workers do not feel the urge to participate in management, having an
innate feeling that they are born to serve and not to rule.
6. The focus has always been on participation at the higher levels, lower levels have
never been allowed to participate much in the decision-making in the organizations.
7. The unwillingness of the employer to share powers with the workers’ representatives,
the disinterest of the workers and the perfunctory attitude of the government towards
participation in management act as stumbling blocks in the way of promotion of
participative management.
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Works Committee:
The main object of the Industrial Act 1947 is investigation and settlement of industrial
disputes, to prevent illegal Strike and Lockout and to provide relief to workmen in case
of Layoff and Retrenchment. The Industrial Disputes Act, 1947 has provided some authorities
for the prevention and settlement of Industrial Disputes such as The Works Committee,
Conciliation Officer, Board of Conciliation, Court of Inquiry, Labour Court, Industrial Tribunal
and National Tribunal...
The Act provides that in the case of any industrial establishment in which 100 or more
workers are employed on any day in the preceding twelve months, the appropriate government
may be general or social order require.

Joint Management Councils:
These councils are constituted similar to works committees. The scope of the council is
matters related to administration, retrenchment, closure, production, sales, welfare, safety,
training etc.
Joint Management council was a voluntary body.These councils will consist of equal number of
representation of workers and management will not exceed twelve.
Objectives of JMC:
 Promoting cordial relations between management and workers
 Developing understanding and trust between them
 Augmenting productivity substantially
 Securing better welfare and other facilities
 Training them to understand and share the responsibility
The council’s functions were divided as
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 Information sharing.
 Consultative.
 Administrative.
The council has the right to receive information, discuss and give suggestions on general
economic situation, market production, general running of the unit, etc.
The councils suffered the following problems:
 The workers representatives were not satisfied with their role in councils.
 Management are not prepared to supply sufficient information to councils.
 The trade union leaders feel that council would weaken their hold over workers.
 The absence of representative unions made it difficult for the councils to work
smoothly.
Worker’s participation in management in India
Worker’s participation is a system where workers and management share important
information with each other and participate in decision taking.
The workers participation in management is not new even though it got encouragement only
after independence.
In 1920 Mahatma Gandhi, observed “Employees should not regard themselves as sole
owners of mills and factories of which they may be legal owners. They should regard
themselves trustees.
Definition:
“Better participation and greater responsibility in the decision making process on the
part of general workers would perhaps tend to develop in them organizational loyalty,
confidence, trust, favorable attitude towards supervisors, and a sense of involvement in the
organization. Schemes of worker’s participation in management among other measures or
industrial reform, are expected to democratize the industrial milieu, and ensure egalitarianism
in the process.”
G.D.H. Cole
Features of WPM:
 Formal involvement of members
 Participation in decision making
 Consequence sharing
 Application of upward control
 Joint and continuous process
Objectives of WPM:
 Greater employee satisfaction
 Greater responsibility
 Mutual cooperation
 Establishing democracy
 Developing an effective communication system
 Facilitating changes
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Achieving WPM

Accordingly, the objectives of WPM in India are to:
1. Promote mutual understanding between management and workers, i.e., industrial
harmony.
2. Establish and encourage good communication system at all levels.
3. Create and promote a sense of belongingness among workers.
4. Help handle resistance to change.
5. Induce a sense among workers to contribute their best for the cause of organization.
6. Create a sense of commitment to decisions to which they were a party.
WORKERS EDUCATION:
Introduction
Workers Education attempts to give workers a better understanding of their status,
rights and responsibilities as workers, as union members, as family members and as citizens.
Workers Education addresses a whole range of skills and knowledge, which contribute to the
harmonious development of a worker’s personality, his role in the society and the knowledge
and attitudes required for such roles.
Workers education is one of the principle objectives of the Ministry of Labour and
Employment which, it seeks to achieve through the enforcement of various Labour Laws and
implementation of various schemes and Programmes. The main thrust is on the education of
Tribal workers, Women Workers and Weaker section workers.
Article 45 of the Indian Constitution enjoins that the State shall endeavor to provide
early childhood care and education for all children until they complete the age of six and
fourteen years.” Also Article 21A (which has been inserted by the 86th Amendment in
December, 2002 has not yet been brought into force) provides that the State shall provide free
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and compulsory education to all children of the age of six to fourteen years in such manner as
the State may, by law, determine.
Objectives of Workers’ Education:
The basic objective of workers’ education is to make the worker an efficient individual,
disciplined trade union member and an intelligent corporate citizen, so that he plays a vital role
in the socio – economic development of the country.
 To foster workers’ loyalty towards the union and imparting the necessary training to
them for intelligent and efficient participation in union activities.
 To develop the worker for good and respectable civic life.
 To promote among workers a greater understanding of the country’s economic
environment and their privileges, rights and obligations as union members and citizens.
 To promote trade union leadership,
 To familiarize the workers with the capitalist culture and philosophy
 To inculcate among workers a better understanding of their duties responsibilities and
intricacies
of work,
 To enable the worker to realise the purpose of human life,
 To equip organized labour to take its place in a democratic society.
The Indian Institute of Workers Education:
The Indian Institute of Workers Education was established in March 1970 by the Central
Board for Workers Education. It is the for Workers apex training institute on with fully equipped
training facilities and modern amenities viz. Modern Training Hall of International standard,
Conference Hall Auditorium, Hostel, Canteen etc.
Important Activities /Schemes:
Initially the Board’s activities were concentrated on educating the workers employed in
the organised sector. However, as recommended by the Workers Education Review Committee
and agreed by the Govt. of India, the Board shifted its emphasis from organised sector to the
education of workers in rural sector. Starting with seven pilot projects since 1977-78, the rural
workers education of the Board has become a regular, continuing and countrywide programme.
Joint Educational Programmes have been introduced at the Plant Level for the
representatives of workers and management who come together for a purposeful dialogue on
selected theme which affect the both. The joint educational programmes have become popular
as it gives opportunity for the worker to meet at a common forum.
The Board has recently launched a new programme "Quality of Life for Workers and
their Spouses" with a view to mold their attitudes, develop motivation, build up personality,
raise family status, maintain good neighborhood relations, develop awareness about
environmental cleanliness, develop a spirit of team work, human relations, productivity
consciousness, commitment to discipline, mutual trust and hygiene etc.
Collaboration:
Since 1971, the Board organised several tripartite seminars, workshops and symposia in
collaboration with ILO, UNFPA and Department of Family Welfare, Ministry of Health,
Government of India.
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Literature and A.V.Aid:
The Board publishes simple literature and study material in form of textual and pictorial
booklets in English and Indian Languages in a lucid style on subjects such as Trade Unionism,
Labour-Management Relations, Labour Economics, Labour Laws, Population and Family Welfare
etc., To sustain the interest of participants in the class and also to make teaching more
interesting, the Board has brought out various types of audio-visual aids such as posters,
flipcharts, flannel graphs, posters, stickers etc., on different themes.
Programmes:
The Board conducts the following training programmes at the national, regional and unit/village
levels.
A. National Level
1. Training of Education Officers at the Indian Institute of Workers Education, Mumbai (5
months) and Re-training (1 month).
2. Workshops/Refresher Courses for Education Officers (1 week).
3. Training Programmes for Trade Union Officials (1 week).
4. National Seminars on Important topics (2 days).
B. Regional Level
1. Worker-Teachers Training Course (3 months)
2. Leadership Development Course (1 month)
3. Refresher Course for Worker Teachers (1 week)
4. Course for Rural Educators/Organisers (1 month)
5. Orientation Programme for Rural Educators/Organisers (1week)
6. Joint Educational Programme on Participative Management (3 days)
7. Need Based Seminar (2 days)
8. Joint Educational Programme for Members of Joint Councils and Bipartite Committees
(2 days)
9. Quality of Life for Workers and their Spouses (2/5 Days)
10. Special Seminar at Plan Level (1 Day)
C. Unit Level
1. Two day Awareness Camps for Rural Workers.
2. Camp for Workers in Unorganised Sector/Weaker Section (5 days).
3. Special Seminars for Unorganised/Weaker Section (2 Days).
4. Special Seminar for Women Labour (2 days)
5. Special Seminar for SC/ST Workers (2 days)
6. Special Seminar for Parents of Child Labour/ Child Labour (2 days)
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7. Part-Time Unit Level Class (3 months)
8. Part-time Unit Level Class (1 month)
9. Functional Adult Literacy Class (6 months)
10. Need Based Special Programme at the Unit Level (3-5 days)
11. Week-end Unit Level Class (3 months)
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UNIT - IV
LABOUR WELFARE
Meaning and Definition of Labour Welfare:
Labour welfare is an important dimension of industrial relation, labour welfare includes
overall welfare facilities designed to take care of wellbeing of employee's and in order to
increase their living standard. It can also be provided by government, non-government agencies
and trade unions.
According to Arthur James… “Labour welfare means anything done for the comfort and
improvement, intellectual and social, of the employees over and above the wages paid which is
not a necessity of the Industry”.
Scope of Labour Welfare:
Labour welfare is a dynamic concept which acquires new dimensions with the changes
in the environment of industry. It was as early as 1931 that „Whitley Commission observed‟,
Labour welfare is one which must necessarily be elastic, bearing a somewhat different
interpretation in one country from another, according to the different social customs, the
degree of industrialisation and the educational development of the workers.
 Working Environment
 Health facilities
 General welfare programs
 Economic welfare programs
 Labour welfare programs
In India the labour welfare started sometime during the 1 st world war (1914-1918). Till
then wellbeing of workers in factories was hardly thought by anybody. Industrial Labour
Organization has played a very significant role for labour welfare. Formed by Indian central
government and state governments for welfare of labour in Industries.
i.
Welfare within the precincts of an establishment: medical aid, crèches, canteens,
supply of drinking water, etc.,
ii.
Welfare outside the establishment: provision for indoor and outdoor recreation,
housing, adult education, visual instructions, etc. and
iii.
Social security.
Types of Welfare Services:
The Committee of Experts on Welfare Facilities for Industrial Workers set up by the ILO in 1963
divided welfare services into two groups –
a) Within the precincts of the establishment and
b) Outside the establishment.
a. Intramural:
Welfare amenities within the precincts of the establishment (intramural) such as latrines
and urinals; washing and bathing facilities; crèches, rest shelters and canteens, arrangements
for drinking water, arrangements for prevention of fatigue, health services including occupation
safety, administrative arrangements to look artery uniform and protective clothing and shift
allowances.
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b. Extramural:
Welfare amenities outside the establishment such as maternity benefits, social
insurance measures including gratuity, pension, provident fund and rehabilitation, benevolent
funds; medical facilities including programmes for physical fitness and efficiency; family
planning and child welfare; education facilities including adult education; housing facilities;
recreational facilities including sports, cultural activities, library and reading room, holiday
homes and leave travel facilities; workers‟ cooperative stores, fair price shops and cooperative
thrift and credit societies; vocational training for dependents of workers; welfare programmes
for welfare of women, youth and children; and transport to and from the place of work.
The following categorization is used by I.L.O. 4 OSN Academy, Lucknow these facilities
and benefits can be further classified into those provided by legislation and those provided
voluntarily by management or as a result of bipartite settlements between management and
the trade unions. Who strove for the welfare of labour?
(i) Gandhian / Trusteeship Theory:
According to this theory, the industrialist or employer holds the total industrial estate,
properties, and profits accruing from them in trust. In other words, he uses it for himself, for
the benefit of his workers, and also for the society. The employers therefore have the moral
responsibility to look after the interests of their workers. There is naturally no legal binding; but
since it is a moral obligation, it is supposed to be no less effective. The main emphasis here is on
the idea that employers should provide, out of the funds under their control, for the well-being
of their workers. Mahatma Gandhi very strongly advocated the trusteeship theory.
(ii) The Placating Theory:
This theory is based on the fact that labour groups are becoming demanding and
militant, and are now more conscious of their rights and privileges than ever before. Their
demand for higher wages and better facilities cannot be ignored. According to this theory,
timely and periodical acts of labour welfare can appease the workers. They are some kind of
pacifiers which come with a friendly gesture. Sincerity may lack in such measures though
discontent can be brought off in this manner.
(iii) The Functional / Efficiency Theory:
Under the functional or efficiency theory, welfare work is used as a means to secure and
preserve the efficiency and productivity of labour. It is obvious that if an employer takes good
care of his workers, they will tend to become more efficient and will thereby step up
productivity. But all this will depend on a healthy collaboration between union and
management and their mutual concern for the growth and development of the industry. Higher
production is of benefit to both management and labour. The latter will get better wages and
also a higher share in the profits. This is the functional aspect of welfare having efficiency as its
purpose. This theory is a reflection of contemporary support for labour welfare. It can work well
if both parties have an identical aim in view, that is, higher production through welfare.
(iv) Public Relations Theory:
This theory provides the basis for an atmosphere of goodwill between the labour and
the management and also between the management and the public. Labour welfare
programmes, under this theory, work as a sort of publicity and help an industrialist to build up
good public relations. The measures for labour welfare may also be utilized to improve relations
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between management and labour. An exhibition of a labour welfare programme may help an
industrialist to project to the public a good image of his company.
(v) The Police Theory:
1. According to this view, employers will not leave any opportunity of exploiting the
workers, if not enforced by law. They may force the labour to work for long hours, by
paying low wages, by keeping unhygienic conditions, by neglecting, safety and health
measures, by ignoring the basic necessities.
2. This is based on the contention that a minimum standard of welfare is necessary for
labourers. Here, the assumption is that without policing, that is, without compulsion,
employers do not provide even the minimum facilities for workers.
3. Hence, the state has to intervene to provide minimum standard of welfare to the
working class. The state has to take the role of policeman and compel the employers to
provide welfare facilities, and punish the non-complete.
(vi) The Religious Theory:

many acts of man are related to religious sentiments and beliefs.
 These religious feelings sometimes prompt an employer to take up welfare activities in
the expectation of future emancipation either in this life ore after it.
 It is all based on Hindu concept of re-birth and on the belief system what we are today
is the resultant of our deeds in the last birth and what we do now will be reflected in our
next birth in the coming future.
 This is why the benevolent acts of welfare are treated either as an investment or
atonement.
OBJECTIVES OF LABOUR WELFARE:
 Labour welfare provides social comfort to employees.
 It provides intellectual improvement of employees.
 To build stable work force.
 To make employees lives good and worth living.
 To provide healthy and proper working conditions.
 To ensure well being of employees and families.
Principles of Labour Welfare:
Certain fundamental Principles are involved in the concept of labour welfare.
The following are the more important among them (Kohli and Sharma, 1997):
I. Principle of Social Responsibility
II. Principle of Democratic Values
III. Principle of Adequacy of Wages
IV. Principle of Efficiency
V. Principle of Co- responsibility
VI. Principle of Totality of Welfare
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VII. Principle of Re-personalization
VIII. Principle of Co-ordination or Integration
I. Principle of Social Responsibility:
Industries have a social responsibility towards the society. Social responsibility means
the obligations of the industry to pursue those policies, to take such decisions and to follow
those lines of action that are desirable in terms of the objectives and values currently prevailing
in the society.
Industry is expected to win the co-operation of the workers, provide them
security of employment, fair wage and equal opportunity for personal growth and
advancement, and make welfare facilities available to them.
II.Principle of Democratic Values:
The principle of democratic values of labour welfare concedes that workers may have
certain unmet needs for no fault of their own, that industry has an obligation to render them
help in gratifying those needs, and that workers have a right of determining the manner in
which these needs can be met and of participation in the administration of the mechanism of
need gratification.
The underlying assumption to this approach is that the worker is a
mature and rational individual who is capable of taking decisions for himself/herself.
III. Principle of Adequacy of Wages:
The third principle of labour welfare is adequacy of wages, it implies that labour welfare
measures are not a substitute for wages. It will be wrong to argue that since workers are given
a variety of labour welfare service, they need to be paid low wages. Right to adequate wage is
beyond dispute.
IV. Principle of Efficiency;
The fourth principle of labour welfare lays stress on the dictum that to cultivate welfare
is to cultivate efficiency. Even those who deny any social responsibility for industry, do accept
that an enterprise must introduce all such labour welfare measures that promote efficiency
(Marshall 1950).
It has been often mentioned that workers education and training, housing, and diet are
the three most important aspects of labour welfare, which always accentuate labour efficiency
V. Principle of Responsibility:
The sixth principle of labour welfare recognizes that the responsibility for labour welfare
lies in both employers and workers and not on employers alone (Moorthy, 1958). Labour
welfare measures are likely to be of little success unless mutuality of interest and
responsibilities are accepted and understood by both the parties, in particular the quality of
responsibility at the attitudinal and organizational level.
VI. Principle of Totality of Welfare:
The final principle of labour welfare is that the concept of labour welfare must permeate
throughout the hierarchy of an organization and accepted by all levels of functionaries in the
enterprise.
VII. Principle of Depersonalization on:
The development of the human personality is given here as the goal of industrial welfare
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which according to this principle should counteract the baneful effects of the industrial system.
Therefore, it is necessary to implement labour welfare facilities both inside and outside the
factory, that is provide intramural and extramural labour welfare facilities.
VIII. Principle of Coordination or Integration:
This Principle plays an important role in the success of welfare services. Welfare is a
total concept. From this angle, a coordinated approach will promote healthy development of
the worker in his work, home and community. This is essential for the sake of harmony and
continuity in labour welfare facilities.
ILO- The International Labour Organisation
The International Labour Organisation (ILO) was founded in 1919. After the Second
World War, the ILO became the first United Nations specialised agency. ILO bodies consist of
representatives of governments, employers and workers from the 186 member states.
 Established in 1919 as a part of League of Nations.
 Only international body that survived even after 2nd world war.
 Becomes specialized agency of U.N.’s in 1946.
 Aims at world peace through social justice.
 India became original signatory member in 1919.
 Draws attention on various problems like: working conditions, unemployment, industrial
accidents, diseases, problem of women & young persons, children etc.
Aims of ILO
1. Formulation of international policies and programmes to promote basic human rights,
improve working and living conditions, and enhance employment opportunities;
2. Creation of international labour standards backed by a unique system to supervise their
application;
3. An extensive programme of international technical cooperation formulated and
implemented in an active partnership with constituents, to help countries put these
policies into practice in an effective manner
4. Training, education and research activities to help advance all of these efforts.
5. Creating jobs
6. Guaranteeing rights at work
7. Extending social protection
8. Promoting social dialogue.
ROLE of ILO
 Full employment & raising standard of living
 Ensure employment, in which workers are in should get satisfaction
 Facilities for training & transfer of labour-migration for employment & settlement
 Policies with wages, hours & condition of work
 Effective recognition of the right of collective bargaining • Protection of life & health of
workers
 Provision for child welfare & maternity protection
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 Provision for adequate nutrition, housing
 Assurance of equality of education & vocational opportunity.
The main functions of the ILO are the following:
 Creation of coordinated policies and programs directed at solving social and labour
issues;
 Adoption of international labour standards in the form of conventions and
recommendations and control over their implementation;
 Assistance to member-states in solving social and labour problems;
 Human rights protection (the right to work, freedom of association, collective
negotiations, protection against forced labour, protection against discrimination, etc.);
 Research and publication of works on social and labour issues.
 Manpower organisation & Vocational training
 Migrant workers
 Women workers
 Child workers
 Social security
 Conditions of work
 Health, safety & welfare
 Other activities- Promotion of handicraft & small industries, worker’s education
programes.
India and ILO:
Introduction
India, a Founding Member of the ILO, has been a permanent member of the ILO
Governing Body since 1922. The first ILO Office in India started in 1928. The decades of
productive partnership between the ILO and its constituents has mutual trust and respect as
underlying principles and is grounded in building sustained institutional capacities and
strengthening capacities of partners. It has a two-directional focus for socio-economic
development: overall strategies and ground-level approaches.
The ILO's overarching goal is Decent Work, i.e., promoting opportunities for all women
and men to obtain decent and productive work in conditions of freedom, equity, security and
dignity. DW is at the heart of ILO's strategies for economic and social progress, central to efforts
to reduce poverty and a means to achieve equitable, inclusive and sustainable development
India's 11th Plan's vision of faster and inclusive growth through a process which yields broadbased benefits and ensures equality of opportunity for all – with a strong emphasis on decent
working and living conditions for all. A number of India's 11th Plan targets are in consonance
with the DW agenda.
The main objectives of ILO contained in the preamble to its constitution are to:
1. Provide social justice to workers
2. Avoid injustice, depravation and exploitation of labour.
3. Build up human working conditions to the labour
Conference:
1. Full employment and the raising of standards of living.
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2. Employ workers on jobs for which they have adequate skill and satisfaction to work.
3. Provide training and development facilities to achieve the above objective.
4. Provide due share of profit as compensation to ensure a minimum level of living
standard to all employed and protection as and when needed.
5. Accept collective bargaining as a right of workers and a means of improving productivity
between employees and management.
6. Extend social security measures to provide a basic income to all in need and also
medical cover.
7. Protect the life and health of workers in all occupations.
8. Provision for child welfare and maternity protection.
9. Provide adequate nutrition, housing and facilities for recreation and culture.
10. Provision for quality education and vocational opportunity.
Focus Areas:
 Child Labour,
 Employment Promotion,
 Equality and Discrimination,
 Green jobs,
 Informal Economy,
 International Labour Standards,
 Labour migration,
 Safety and health at work,
 Skills and employability,
 Social security,
 Workers’ and Employers’
 Organizations
The International Labour Organization (ILO) is the United Nations agency for the world
of work. It sets international labour standards, promotes rights at work and encourages decent
employment opportunities, the enhancement of social protection and the strengthening of
dialogue on work-related issues. The ILO has a unique tripartite structure bringing together
governments, employers’ and workers’ representatives. ILO’s mandate of social justice as the
basis for peace is expressed today as Decent Work for all. Decent Work is recognized as a global
goal, the promotion of which means striving for economic growth with equity, though a
coherent blend of social and economic goals, to contribute to opportunities for all women and
men to obtain decent and productive work in conditions of freedom, equity, security and
dignity.
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UNIT - V
SOCIAL SECURITY

Introduction:
Social security is of great importance to developing and underdeveloped countries which
aims at large scale rapid industrialization. It helps in improving morale of employees by
providing sense of security to them against various industrial hazards, occupational diseases
and any other types of unfairpractices.
“The State shall within the limits of its economic capacity and development make effective
provision for securing public assistance in case of unemployment, old age, sickness,
disablement makes the concept of social security of high importance to the country.”
These are some of the important objectives of social security:
I. Access to social security is a fundamental human right to which every individual is
entitled as a member of the society.
II. Its main objective is to give individual that confidence through which they must be sure
that their level of living and quality of life will be adversely affected due to any mishaps
and contingencies.
III. The aim of social security has been widened to include the complete quality of working
and living life in each aspect.
IV. Society security is a wise investment which motive the employees and boost their
morale. Leaving to higher quality production.
V. It is basic instrument of social and economic justice among members of the society.
VI. Social security leads to adoption of the schemes of unemployment, insurance and
creation of new employment through a drive for rational planning and industrial
development.
VII. It further aims at the establishment of a scheme of old age and unemployment pension.
VIII. Social Security emphasis covering more different types of risks like sickness, maturity
and employment injuries.
IX. Under Social security cash benefits were to be given for employment injuries for
permanent partial incapacity.
X. The main objective of social security is that a citizen who has contributed or is likely to
contribute to his country’s welfare should be given protection against certain hazards of
life.
XI. It emphasizes and ensures that the ideas of human dignity and social justice is duty
taken care.
Social Security measure In India:
Scheme for Organised Sector:
Includes establishments covered by the Factories Act, 1948, the Shops and Commercial
Establishments Acts of the States, Industrial Employment Standing Orders Act, 1946, etc. It has
a structure through which social security benefits are extended to workers provided through
following acts:
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Social Security in India
1. The Industrial Dispute Act 1947:
It provides that, no workers shall be removed from the job without giving one month‘s
written notice. This role applies to those workers, who are not in continuous service for less
than one year.
2. Employee State Insurance Act 1948:
It applies to all non-seasonal factories run with power & employing twenty or more
person & whose income does not exceed 7500/- a month. This scheme is financed by
employee‘s state insurance fund. The fund is utilized for the benefits of insured persons,
provision for medical benefits, establishment of hospitals & dispensaries.
3. Employee Provident Fund Act 1952:
Retirement benefits are given to the employees under the employees provident fund. It
covers 180 industries & establishments employing twenty or more persons.
4. The Bonus Act of 1965:
It applies to all factories covered by the Factories Act. It provides for the payment of
bonus by the employer to the employees.
5. Employees’ Pension Scheme 1995:
Under this scheme pension @ 50% of pay is payable to the employees on retirement &
on completion of 33 yrs. Of service. A minimum of 10yrs. of service is required for entitlement
to pension. It also provides for grant of family pension ranging from 450/- to 2500/- per month.
6. Maternity Benefit Act 1961:
This act regulates employment of women in certain establishments for a certain period
before & after child birth & period before for maternally & other benefits. There is no wages
limit for coverage under the act. This act provides for payment of maternity benefit at average
daily wages for a total period of 12 weeks.
Act:









Workmen’s Compensation Act, 192
Trade Unions Act, 1926
Payment of Wages Act, 1936
The Factories Act, 1948
The Employees’ State Insurance Act, 1948
Minimum Wages Act 1948
Employees’ Provident Fund and Misc. Provisions Act 1952
Maternity Benefit Act1961

 Apprentices Act 1961
 Payment of Bonus Act 1965
 Social Insurance:
Social insurance:
A method to provide benefits to person through contributions of beneficiaries with
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contribution/subsidies from employer and state.
A method to provide benefits as a matter of right for persons of small earnings, in
amounts which combine the contributions of the beneficiaries with subsidies from the
employer and the state. Characteristics feature of this is the beneficiaries, employers and the
Government make contributions towards the creation of common pool, out of which benefits
are paid to the members in the event of any contingencies. Type of compulsory mutual aid with
benefits can be claimed as a matter of right. Suitable where the class of workers to be covered
is sufficiently well organized, legally regulated and financially stable.
We may define social insurance as “a co-operative device, which aims at granting
adequate benefits to the insured on the compulsory basis, in times of unemployment, sickness
and other emergencies, with a view to ensure a minimum standard of living, out of a fund
created out of the tripartite contributions of the workers, employers and the State, and without
any means test, and as a matter of right of the insured”
In the words of Sir William Beveridge, social insurance can be described as the giving in return
for contribution, benefits up to subsistence level, as right and without means tests, so that
individual may build freely upon it.
Main Features of Social Insurance:
1. It involves the establishment of a common monetary fund out of which all the benefits
in cash or kind are paid, and which is generally built up of the contribution of the
workers, employers and the State.
2. The contribution of the workers is merely nominal and is kept at a low level so as not to
exceed their paying capacity, whereas the employers and the State provide the major
portion of the finances. This means that there is no close correspondence between
workers’ own contribution, and the benefits granted to them.
3. Benefits are granted as a matter of right and without any means test, so as not to touch
the beneficiaries’ sense of self-respect.
4. Social insurance is now provided on a compulsory basis so that its benefits might reach
all the needy persons of the society who are sought to be covered.
5. The benefits are kept within fixed limits, so as to ensure the maintenance of a minimum
standard of living of the beneficiaries during the period of partial or total loss of income.
6. It has to be borne in mind that social insurance alleviates the sufferings of the individual
from the particular event, but, it does not prevent it. As a matter of fact, when
prevention is impossible, or nearly so, that insurance has its greatest appeal.
Characteristics of Social Insurance:
1) A common fund is established by employer, State and the workers out of which all the
benefits in cash or kind are paid.
2) The contribution of the workers is nominal which generally does not exceed their paying
capacity, whereas the employers and the State provide the major portion of the
finances.
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3) The object of the benefits is to ensure the maintenance of a minimum standard of living
to the beneficiaries during the period of partial or total loss of income.
4) Benefits are granted as a matter of right and without any means test, thus, they do not
touch the self-respect of the beneficiaries.
5) It is provided on compulsory basis so that its benefit might reach to all the needy
persons of the society who are sought to be covered by the scheme.
6) Lastly, social insurance reduces the sufferings arising out of the contingencies faced by
individual contingencies which he cannot prevent.
Social assistance:
A method to provide benefits to persons usually for the vulnerable groups of community
( Children, mothers, disabled, old age people etc.) from general revenues of the state, it is
noncontributory.
A method to provide benefits as of right to persons usually of small means in amounts
sufficient to meet a minimum standards of living from general revenues of the state.
Characteristics feature of this is the beneficiaries do not make any contribution towards various
benefits which are made available to them. It is a “Non-contributory benefits” towards the
maintenance of vulnerable groups such as children, mothers, aged peoples, disabled etc. Very
much essential for the effective working of the economic system.
Meaning:
In India 92% workforce is employed in unorganized the initiative to introduce different
social assistance schemes from different states in India like Kerala, West Bengal , Tamil Nadu
and Maharashtra where good number poor employees are working in different unorganized
sectors.
In social assistance grants are given to the needy by the state or community. It is
provided a supplement to social insurance for those needy persons who cannot get social
insurance payment. Under this the general revenue of the respective government provides
finance for the social assistance payment which is made available as a legal right to those
workers who fulfill given condition. Social insurance and assistance side by side supplement to
each other.
Important:
i) “Social Assistance is a service or a scheme which provides benefits to persons of small
means as of right in amount sufficient to meet minimum standards of need and financial
from taxation”. International labour officer.
ii) “The Social Assistance schemes are designed to help people who are in financial
difficulties.”
iii) “In social Assistance schemes conditions of entitlement are prescribed by Laws and
require that applicants have limited incomes and assets.”
iv) “Social assistance represents the unilateral obligation of the community towards its
dependent groups. It is provided by the society or the government to the poor and
needy individuals.”
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Features of Social Assistance:
i) From the analysis of these definitions the following features of social assistance are
identified.
ii) Social assistance is a kind of help which depends upon certain conditions and legalities
between workers and the state.
iii) Social assistance is given as voluntary help while social insurance is granted only persons
who only pay a contributions.
iv) The social assistance has an objective to cover poor sections of people in the society
who cannot effectively protects risks and contingencies to which are exposed.
v) Social assistance is the unilateral obligation of the community towards members who
are really in need.
vi) Social assistance is an expression of social responsibility of stat towards its needy
person.
vii) Social assistance is financed wholly or for a very large measures from the general
revenues of the state.
viii)Social assistance does not provide any legal obligation to its members to give monthly
contributions towards its schemes for getting the benefits.
ix) In all schemes of social assistance like social insurance there is no relationship of any
sort in risks and premiums paid.
x) Social assistance schemes are more applicable where the workers are too poor to
contribute, too illiterate to follow the formalities of insurance.
xi) Social assistance requires the fulfilment of certain prescribed conditions before the
benefit can be granted under such scheme.
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Showing difference between Social Assistance and Social Insurance Social Assistance Social
Insurance

Social Assistance

Social Insurance

 A method to provide benefits
as of right to persons usually of
small means in amounts
sufficient to meet a minimum
standards of living from general
revenues of the state.

 A method to provide benefits as a
matter of right for persons of
small earnings, in amounts which
combine the contributions of the
beneficiaries with subsidies from
the employer and the state.

 Non contributory

 Contributory

 For the vulnerable groups of
the
community
(children,
mothers, invalids, aged people,
disabled)

 For the well-organized, legally
regulated,
financially
stable
community

 . Cannot be claimed as a matter
of right (Provided)
 Involves a feeling of charity,
sympathy.
 Receive benefits either in cash
or in-kind (food aid)
 Designed to supplement the
incomes
of
particularly
vulnerable groups (elderly and
disabled)
Example:
1. National old age pension scheme
2. National family benefit scheme
3. National maternity benefit scheme

 Can be claimed as a matter of
right
 Financed by contributions
 Worker is actively involved in
economic planning for his future
 Inculcates a sense of responsibility
for future planning
 Provide for various contingencies
that interrupt or stop earnings
Example:
1. ESI scheme
2. Contributory provident fund scheme
3. LIC schemes
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