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In social security rejig, govt may
merge 15 laws for ‘labour code’

ZiaHaq

« Zia.hag@hindustantimes.com

NEW DELHI: The Narendra Modi
government is working to radi-
cally overhaul India’s social secu-
rity system for workers, from
pensions to healthcare, by com-
bining 15 current laws into a
so-called single “labour code”, in
a move that seeks to help both
employers and employees,
although labour unions have

already expressed scepticism
aboutthe plan.

According to the draft of the
‘Labour Code on Social Security,
2018, version 2.1’, acopy of which
has been seen by Hindustan
Times, a key feature ofthe social
security code is that all provi-
sions related to social security,
suchasthe Employees’ Provident
Fund and Miscellaneous Provi-
sions Act and the Employees’
State Insurance Corporation Act,

will be bundled into a single
social security code and codified
intolaw.

Legislations which will be
replaced by the Act include the
Maternity Benefit Act and the
Unorganised Sector Social Secu-
rity Act. Sincelabourispartofthe
Constitution’s concurrent list,
whereby states and the Centre
have joint jurisdiction, the con-
sent of states will be needed.
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Labour code

This reform is part of a larger
plan to rationalise 44 Central
Labour Acts by using their rele-
vant portions to frame four
labour codes — the Code on
Wages, Code on Safety and Work-
ing Conditions, Code on Indus-
trial Relations and the Code on
Social Security.

Companies have often cited
the complexity of these laws as
something that doesn’t make it
easy todobusinessandhavealso
claimed that while originally
designed to protect workers, the
laws actually end up doing the
opposite. While the Code on
WagesBill 2017 was introduced in
Lok Sabha in August 2017 and
referredtothe Standing Commit-
tee onLabour, the code on social
securityiscurrently undergoing
pre-legislative consultations.

The draft code on social secu-
rity recommends “a functional
integration” or merging of the
EPFO, the state-run retirement
fund manager, and the ESIC,
which offers health security to
organised sector workers, into
one system.

The code on social security
providesforathree-tier adminis-
trative structure, with represen-
tationsfrom government, work-
ersand employers.

At the federal level, the code
proposes a national social secu-
rity council headed by the prime
ministerfor overall regulation.In
states, astate board of social secu-
rity will implement all social
security schemes. Theaimisto
gradually universalise social
security. Currently, only 17% of
thetotal workforceis covered by
social security benefits.

“About 60% of the workforce
will pay for theirsocial security.
Fortheremaining40% whocan't
fully pay, social security will be
funded by taxpayers’ money,” a
government official said on con-
dition of anonymity.

Under the code’s provisions,
companies with over 100employ-
ees can run their own provident
funds, asthey candonow.

While provident fund and
health benefits will be completely
decentralized through the state
boards, theinvestmentfunctions
of the EPFO will continue to be
run centrally so that there are
economies of scale on invest-
ments, the official said.

The government hasbeendis-
cussing its plan with unions
which aren’t convinced the
changesare necessary.

“Duringthe consultations, we
haveopposed theplan todisman-
tlethe EPFO and ESIastheseare
unique organizations,” said
Prabhakar Banasure, whois on
the EPFO’sboard and amember
ofthe Bharatiya Mazdoor Sangh,
affiliated to Rashtriya Swayam-
sevak Sangh.

The INTUC, another trade
union, hassaid thatit would want
furtherclarificationsonthecode.
“Whether they merge the EPFO
and ESIC or not, what is impor-
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tant is how the workers’ money
shallbe protected. We will ask for
clarifications during forthcom-
ing consultations,” said Ashok
Singh,theINTUC’snational vice-
president.

“Instead of combiningalllegis-
lations atonestroke, what could
have been done is to have sepa-
ratelegislationsforagricultural
labourers and the self-employed.
Thearchitecture being conceived
is very complex and extremely
over-bureaucratised. Let’s not
forget, labour boards in Tamil
Nadu, Maharashtra and Kerala
are very efficient and well-func-
tioning,” said Prof. KR Syam Sun-
dar of the Jamshedpur-based
Xaviers Labour Research Insti-
tute.

Accordingto Sundar, theroad
ahead is daunting because of
huge overhead costs and proce-
dural requirements and unless
managed well, thedilution ofthe
existing system could create
moreproblemsthanitmay solve.
On the opposition of labour
unions, the considered view is
that the ESIC and EPFO have
stood the test of time and have a
well spread network, although
thereisalot of undone work, Sun-
daradded.

Thelabour ministry will soon
begin tripartite consultations —
involving the government,
unions and employers -after
which the code will be converted
intoabill tobeintroduced in Par-
liament.



