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Employees State Insurance (ESI) Scheme 

Objectives:

Will be aware of the rules and regulations to be followed by the 

Employer  while enrolling the employees into ESI scheme

Will be aware of the penalties and the punishment that the 

employer will face in case of failure 



Employees State Insurance (ESI) Scheme 

Introduction - All about the ESI ACT 

 The E.S.I. Act (Employees State Insurance) passed in 1948 

(amended in 1975, 1984, 1989 and 2010, 2016, 2017) 

 Is  an important measure of social security and health insurance

in this country. 

 It provides for certain cash and medical benefits to industrial 

employees in case of sickness, maternity and employment 

injury. 

 The act extends to the whole of India. 
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APPLICABILITY

 The ESI Act of 1948 

 Covered  all power using factories  that employed 10 or more 
employees.

 The provisions of ESI Amendment Act  of 1975 were gradually 
extended to the following: 

 Smaller power using factories with 10 – 19 persons

 Non - power factories with 20 or more persons 

 Shops

 Hotels and Restaurants
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APPLICABILITY

 Cinema theatres

 Newspaper establishments

 Road motor transport employing 20 or more persons

State government may cover other establishments in consultation with the 

ESI  corporation and with approval of the central government.
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Coverage & Contribution 

 According to The ESI (Central) Amendment Rules, 2016 

Salary eligibility : wage limit for ESI subscribers was raised from 

Rs 15,000/- to Rs. 21,000/- per month.

Contribution : Employer’s is  4.75% of the wages and that of 

employee's 1.75% . 

Cont’d



Employees State Insurance (ESI) Scheme 

DEFINITIONS

Employee:

 Employee refers to any person employed on wages in connection with  the work of a factory or 
establishment to which this act applies.

 Includes technical, manual, clerical and supervisory functions.

 No distinction between casual and temporary employees or 

 Technical  and non – technical or

 those who work on time – rate or piece – rate.

 Does not include service organisations : naval, military or air force personnel. 

Cont’d
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DEFINITIONS

Wages 

 Means  all remuneration paid in cash, including payment in period of 

leave, lockout or strike which is not illegal. 

 Does not include:

 Contribution paid to the provident fund or pension fund.

 Travelling allowance.

 Sum paid to defray special expenses.

 Gratuity payable on discharge. 
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REGISTRATION PROCESS

 Registration of a factory / establishment with the Employees’ State Insurance 
Corporation (ESI) is a statutory responsibility of the employer under section 
2-a  and 10-b.

 Declaration of registration in form 01 to be furnished to the appropriate 
regional office within 15 days of the act becoming applicable.

 Employer should get the declaration form filled in by every employee 
covered under the scheme along with a copy of his/her  Adhar card with 
registered mobile number and the family Photo covering the spouse, children 
and the dependents (employee’s parents ) 
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Protection 

 An employer cannot dismiss or punish an employee under treatment  

/receipt of any benefit / absent from work due to illness and the 

notice of dismissal is invalid. 

 However, the employer can discharge or punish the employee if : 

 He has received temporary disablement benefit and remained 

 absent for 6 months or more.
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Protection 

 Is under treatment for sickness other than TB or arising out of 

pregnancy and remained absent for 6 months or more.

 Is under medical treatment for TB or a malignant disease and has 

remained absent continuously for 18 months or more.
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Miscellaneous 

 Cash benefits payable under the ESI Act are not liable to sale in execution of 

any court decree or order.

 Right to receive benefits is not transferable.

 Disputes to be decided by the Employees’ Insurance Court (EIC) and not by a 

civil court. 

 Appeals to the high court only by an order of the EIC on a question of law.
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BENEFITS AVAILABLE TO INSURED EMPLOYEE

The  following benefits  are provided to the insured persons or their 

dependents.

 Sickness benefits

 Mental Illness: (It even covers the siblings  other than the dependents  if they  have no body in the 
family  to take care of  them on the discretion of the ESI doctor. )

 Maternity benefits

 Disablement benefits

 Dependents benefits

 Medical benefits

 Funeral expenses
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Offences and penalties 

 In this case any false statement or false representation, 

shall be punishable with fine up to Rs.2000/- or with both.

In case of  dismisses, discharges, reduces or otherwise 

punishes an employee, shall be punishable with imprisonment up 

to one year or with fine up to Rs.4000 or with both.
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OBLIGATION OF THE EMPLOYERS 

 Grant leave to insured employees on the basis of sickness 

certificates issued by any authorized ESI doctor. Authorise

their leave as and when needed.

Maternity leave period is extended from 3 months to 6 months. 

Employers have to educate their employees about these 

provisions and claims have to be signed and leave particulars 

have to be authorised by the HR department.  
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THANK YOU

www.theeyefoundation.com


