The Employee’s Compensation Act 1923 India

Introduction

The Employee's Compensation Act of 1923, The Workmen's Compensation Act, also
known as the Employee Compensation Act, is a significant law in India that aims to offer
financial security to workers and their families in the event of work-related injuries or
accidents. This legislation guarantees that employees or their dependents receive
compensation for injuries, disabilities, or fatalities that occur during the course of their
employment, without the burden of proving employer negligence. Over time, the Act has
been modified to adapt to evolving circumstances and ensure its continued effectiveness
in fulfilling its intended objectives.

Historical Context of the Employee Compensation Act, 1923

The Employee Compensation Act, 1923, was a landmark piece of legislation in Indian
labour law history. It provided much-needed protection and compensation for workers
injured in industrial accidents, ensuring a safer and more equitable working environment.
The Act marked a significant shift in contract labour relations, emphasizing the
responsibility of employers to safeguard their workers and acknowledge their
contributions to industrial progress.

The Employment Compensation Act of 1923, initially referred to as the Workmen's
Compensation Act, was introduced by the British Indian government to cater to the
requirements and entitlements of workers who suffered injuries or disabilities as a result
of accidents occurring during their employment. This law was a direct response to the
industrial revolution and the rising occurrences of industrial accidents in the early 20th
century.

Industrialization and Worker Vulnerability

1. Industrial Growth: The late 19th and early 20th centuries saw rapid industrial
growth in India. Factories, mines, and plantations became common, leading to an
increased demand for labour. This period also saw a rise in industrial accidents
due to the lack of safety measures and the hazardous nature of many industrial
processes.

2. Lack of Safety Regulations: Prior to the enactment of this law, there were no
comprehensive legal provisions to safeguard the interests of workers who were
injured at work. Employers often neglected worker safety, and workers had little
to no recourse for compensation in case of injury or death resulting from industrial
accidents.



Influence of British Legislation

The Act was significantly influenced by the British Workmen’s Compensation Act of
1897, reflecting similar principles and legal frameworks. The British law aimed to
provide a systematic way to handle industrial accidents and ensure that injured workers
were compensated.

Significance of the Employee Compensation Act, 1923

1. The Act granted workers the legal right to seek compensation from their employers for
any injuries sustained while on the job. This was a significant milestone in
acknowledging and safeguarding the rights and well-being of workers.

2. Employers became responsible for compensating workers in the event of workplace
accidents resulting in injury or death. This shift in liability relieved workers of the
financial burden and fostered a safer working environment.

3. In the unfortunate event of a worker's death due to a workplace accident, the Act
ensured that the worker's dependents received compensation, providing financial security
for the families left behind.

4. By enforcing compensation requirements, The Employee Compensation Act played a
crucial role in preventing the exploitation of workers and ensuring fair treatment.
Employers were motivated to implement improved safety standards to avoid
compensation claims.

5. The Act established a legal framework for the fair resolution of compensation claims,
bringing clarity and structure to the process. This framework facilitated the orderly and
just resolution of disputes between workers and employers.

The Employee Compensation Act, 1923, is essential for several reasons:

The Act is essential for protecting worker rights, ensuring fair compensation, promoting
workplace safety, and maintaining economic and social stability. It provides a critical
legal framework that balances the interests of workers and employers, fostering a safer
and more equitable industrial environment.

1. Worker Protection and Welfare

» Compensation for Injuries: The Act ensures that workers who are injured during
the course of their employment receive financial compensation, covering medical
expenses and loss of income during recovery.



Support for Dependents: In cases of fatal accidents, the Act provides financial
support to the dependents of the deceased worker, offering them financial security

and stability.

2. Legal Framework and Clarity

Structured Claims Process: The Act provides a clear legal framework for filing
and adjudicating compensation claims, ensuring that workers have a defined
process to seek redress as per labour laws.

Employer Accountability: By establishing the legal liability of employers for
workplace accidents, the Act holds employers accountable for maintaining safe

working conditions.

3. Promotion of Workplace Safety

Incentive for Safety Measures: The financial liability imposed on employers acts
as an incentive for them to implement better safety measures and practices to

prevent workplace accidents.
Reduction in Accidents: With a focus on safety, the overall number of workplace

accidents is likely to decrease, leading to a safer working environment for all
employees.

4. Economic Stability for Workers

Income Security: Injured workers or their families receive compensation,
ensuring they do not suffer significant financial hardship due to the inability to

work.
Rehabilitation Support: Compensation can aid in the rehabilitation process,

helping injured workers recover and return to their jobs or find alternative
employment as per labour laws.

5. Fair Treatment and Justice

Prevention of Exploitation: The Act helps prevent the exploitation of workers by
ensuring they are treated fairly and receive compensation for injuries sustained at

work.
Equitable Relief: It provides a mechanism for equitable relief to injured workers,

ensuring that they are not left to bear the financial burden of workplace accidents
alone.

6. Adaptability and Evolution



» Regular Amendments: The Act has been amended multiple times to address new
industrial conditions and evolving workplace realities, ensuring it remains relevant
and effective.

» Reflecting Modern Standards: Amendments incorporate modern safety
standards and compensation benchmarks, aligning the Act with current industrial
practices and worker needs.

7. Societal Impact

» Social Security: The Act contributes to the broader social security framework by
providing a safety net for workers, reducing poverty and financial instability
caused by workplace injuries as per labour laws.

» Worker Morale: Knowing they are protected, workers are likely to have higher
morale and productivity, benefiting the overall economy and industrial output.

8. International Standards

Alignment with Global Practices: The Act aligns with international labour standards

and practices, promoting India's commitment to worker rights and welfare on a global

platform.

» Global Competitiveness: By adhering to international norms, Indian industries
enhance their competitiveness and reputation in the global market.

Key provisions of the Act include:

1. Compensation for Injury: It mandates that if an employee suffers an injury
arising out of and in the course of employment, the employer is liable to pay
compensation to the employee.

2. Disablement Benefit: In case an employee is disabled due to a work-related
injury, the Act provides for compensation based on the extent of disablement.

3. Death Benefit: If an employee dies due to a work-related injury, the Act
provides compensation to the dependents of the deceased employee.

4. Occupational Diseases: The Act also covers compensation for occupational
diseases arising out of employment.

5.  Employer’s Liability: The Act places strict liability on the employer to pay
compensation irrespective of whether the injury was due to negligence on the part
of the employer.



6. Compensation Calculation: The compensation amount is calculated based on
the nature of the injury, the employee's monthly wages, Minimum Wages in India
and other factors specified in the Act.

Detailed Provisions

The Employee Compensation Act of 1923 is a comprehensive legislation that aims to
provide fair compensation to employees who have been injured at work. This act outlines
the process for claiming compensation, the different types of compensation available, and
the responsibilities of employers in ensuring the welfare of their workers. By
implementing this act, the rights and well-being of workers in India are protected and
upheld.

Here are the detailed provisions of the Act:

1. Applicability and Definitions

« Section 1: The Act applies to all industrial and commercial establishments but
excludes employees covered under the Employees State Insurance Act, 1948.

« Employee Definition: An "employee" is defined broadly to include those working
in various capacities as specified in the Act, such as manual, clerical, supervisory,
and technical roles.

2. Employer’s Liability for Compensation

« Section 3: Employers are liable to pay compensation for injuries caused by
accidents arising out of and in the course of employment, unless the injury:
+ Is due to the employee being under the influence of alcohol or drugs.
» Is caused by the employee's willful disobedience of safety regulations or
orders.
* Is due to the employee's deliberate self-injury.

3. Amount of Compensation

» Section 4: Compensation amounts are specified for various circumstances:

« Death: Compensation is calculated as 50% of the monthly wages of the
deceased employee multiplied by a factor based on the age of the employee,
or a fixed minimum amount, whichever is higher.

« Permanent Total Disablement: Compensation is calculated as 60% of the
monthly wages multiplied by a factor based on the age of the employee, or
a fixed minimum amount, whichever is higher.

» Permanent Partial Disablement: Compensation is determined by the
percentage of loss of earning capacity, as specified in Schedule | of the Act.



« Temporary Disablement: Compensation is payable at half-monthly
intervals at the rate of 25% of the monthly wages for the duration of the
disablement.

4. Calculation of Wages

« Section 5: The Labour Act provides guidelines on how to calculate the monthly
wages of an employee for the purpose of determining compensation.

5. Procedure for Claiming Compensation

» Section 10:
« Employees or their dependents must notify the employer of the accident as
soon as practicable.
« Claims must be made within two years of the occurrence of the accident or
the date of death.
* Medical Examination: Employers have the right to have the injured employee
medically examined by a qualified doctor. Refusal by the employee to undergo
such an examination can affect the compensation claim.

6. Dispute Resolution

« Section 19: Disputes regarding compensation claims are resolved by the
Commissioner for Employee Compensation.

« Section 20: The Commissioner has the powers of a civil court to adjudicate
claims, summon witnesses, and demand evidence.

» Section 30: Appeals against the Commissioner's decisions can be made to the
High Court, subject to conditions such as the compensation amount involved.

7. Penalties for Non-Compliance

» Section 18A: Employers who fail to pay compensation or comply with the
provisions of the Act can face penalties, including fines and imprisonment.

« Section 4A: Employers must pay compensation within 30 days of it becoming
due. Failure to do so can result in the employer being required to pay interest and
additional penalties on the delayed amount.

8. Medical Aid and Expenses

« Section 4(2A): Employers are required to provide medical treatment to injured
employees as long as necessary, subject to the conditions prescribed under the Act.



9. Dependent Definition

« Section 2: Dependents include the spouse, minor children, unmarried daughters,
and widowed mothers. Other relatives who were wholly or partially dependent on
the worker's earnings at the time of death are also considered dependents under
certain conditions.

10. Schedules Attached to Employment Compensation Act 1923

Schedule | outlines the injuries that are classified as causing permanent total or partial
disablement, along with the corresponding percentages of compensation.

Schedule 11 specifies the individuals who are categorized as "employees" according to the
definition.

Lastly, Schedule Il provides a comprehensive list of occupational diseases that are
recognized as having originated from employment, along with the corresponding
industries.

Inspections and Compliance under Employee Compensation Act 1923 India

The inspection and compliance provisions under Employee Compensation Act- 1923, are
critical for ensuring that employers adhere to their legal obligations regarding workplace
safety and compensation for injuries. The roles of the Commissioner, Inspectors, and the
legal framework for penalties and appeals collectively ensure the effective enforcement
of the Act, thereby protecting the rights and welfare of employees in India.

The Employee Compensation Act, 1923, includes provisions for inspections and
compliance to ensure that employers adhere to the requirements of the Act. These
provisions help safeguard the rights and welfare of employees by enforcing the law and
addressing non-compliance as per labour laws in India.

Here’s an overview of the key aspects related to inspections and compliance under the
Act:

Inspections
1. Authority of the Commissioner

« Section 20: The Commissioner for Employee Compensation is empowered to
oversee the implementation of the Act. This includes conducting inspections and
inquiries to ensure compliance.



« Powers of Civil Court: The Commissioner has the powers of a civil court under
the Code of Civil Procedure, 1908, for matters such as summoning witnesses,
requiring the production of documents, and taking evidence on oath.

2. Inspectors

« Appointment: The government may appoint Inspectors to enforce the provisions
of the Act. These Inspectors have the authority to visit workplaces, examine
records, and ensure labour laws compliance with the Act.

« Inspection Rights: Inspectors can enter any premises where employees are
employed, conduct examinations, and require the production of relevant
documents, such as wage registers and accident reports.

Labour laws Compliance
1. Employer Obligations

* Notification of Accidents: Employers are required to notify the Commissioner
and the employee’s dependents of any workplace accidents that result in injury or
death. This notification must be given as soon as practicable.

* Medical Examination: Employers must ensure that injured employees receive
medical examination and treatment as needed.

2. Record Keeping

« Maintenance of Records: Employers must maintain accurate records of employee
wages, accidents, and compensation paid. These records should be readily
available for inspection by the Commissioner or appointed Inspectors.

« Accident Registers: Employers are required to keep a register of all accidents
occurring in the workplace, detailing the nature and circumstances of each
accident.

3. Submission of Returns

« Annual Returns: Employers may be required to submit annual returns to the
Commissioner, detailing the number of accidents, injuries, and compensation
claims processed during the year.

« Reporting of Fatal Accidents: Immediate reporting of fatal accidents to the
Commissioner is mandatory, ensuring timely investigation and compensation to
dependents.



Penalties for Non-Compliance
1. Section 18A — Penalties for Default

» Fines and Imprisonment: Employers who fail to comply with the provisions of
the Act, such as not paying due compensation or not maintaining records, can face
penalties. These may include fines and imprisonment.

« Interest and Additional Penalties: Employers delaying compensation payments
beyond the stipulated period (typically 30 days) may be required to pay interest on
the overdue amount and additional penalties.

2. Enforcement of Orders

» Section 31: The orders of the Commissioner regarding compensation claims are
enforceable as if they were decrees of a civil court. This ensures that employers
comply with compensation awards without undue delay.

Appeals and Legal Recourse
1. Section 30 — Appeals

« Appeals to High Court: Employers or employees aggrieved by the decision of the
Commissioner can appeal to the High Court, provided the disputed compensation
amount meets the prescribed threshold.

» Conditions for Appeal: Appeals must be filed within a specified period, typically
60 days from the date of the Commissioner’s order.

Role of Employees and Trade Unions-

*Educational Initiatives: Trade unions and employee associations are instrumental in
providing workers with knowledge about their rights as outlined in labour laws and the
steps involved in seeking compensation.

*Assistance and Advocacy: These groups frequently assist employees in submitting
claims, reporting violations, and advocating on their behalf in conflicts brought before the
Commissioner.

Table about Employee Compensation Act India

This chart provides a concise overview of the key provisions and requirements of the
Employee Compensation Act, 1923, highlighting the responsibilities of employers and
the protections afforded to employees.



The below table is summarizing the key provisions of the Employment Compensation

Act in India
Aspect Details
Applicability Industrial and commercial establishments, excluding

those covered under the Employees' State Insurance
Act, 1948.

Employee Definition

Includes individuals in manual, clerical, supervisory,
and technical roles.

Employer Liability

Liable for compensation for injuries caused by
accidents arising out of and in the course of
employment.

Exemptions

Injuries due to employee's intoxication, willful
disobedience of safety rules, or deliberate self-injury.

Compensation for Death

50% of monthly wages multiplied by a factor based
on age, or a fixed minimum amount, whichever is
higher.

Compensation for
Permanent Total
Disablement

60% of monthly wages multiplied by a factor based
on age, or a fixed minimum amount, whichever is
higher.

Compensation for
Permanent Partial
Disablement

Based on the percentage of loss of earning capacity as
specified in Schedulel.

Compensation for
Temporary Disablement

Half-monthly payments at 25% of monthly wages for
the duration of disablement.

Calculation of Wages

Guidelines provided for calculating monthly wages.

Notice of Accident

Must be given to the employer as soon as practicable.

Medical Examination

Employers can require injured employees to undergo
medical examination. Refusal can affect the claim.

Claim Filing

Claims must be filed within two years of the accident
or death.




Dispute Resolution

Handled by the Commissioner for Employee
Compensation.

Commissioner's Powers

Equivalent to civil court powers for summoning
witnesses, demanding documents, and taking
evidence on oath.

Appeals

Appeals against the Commissioner’s decisions can be
made to the High Court.

Penalties for Non-
Compliance

Fines and imprisonment for failure to comply with the
Act. Delayed payments attract interest and additional
penalties.

Medical Aid and Expenses

Employers must provide necessary medical treatment
for injured employees.

Dependent Definition

Includes spouse, minor children, unmarried daughters,
widowed mothers, and other dependents specified
under the Act.

Record Keeping

Employers must maintain accurate records of wages,
accidents, and compensation paid.

Accident Registers

Employers must keep a register of all workplace
accidents.

Annual Returns

Employers may be required to submit annual returns
detailing accidents and compensation claims.

Schedules Attached to the
Act

- Schedule I: Injuries leading to permanent
total/partial disablement.

- Schedule II: List of persons defined as "employees."

- Schedule I11: Occupational diseases linked to
specific industries.




