INDIAN JOURNAL OF
LEGAL REVIEW

VOLUME 5 AND ISSUE 6 OF 2025

INSTITUTE OF LEGAL EDUCATION




INDIAN JOURNAL OF LEGAL REVIEW

APIS - 3920 - 0001 ISSN - 2583-2344

(Open Access Journal)

Journal's Home Page - https://ijir.iledu.in/

Journal’s Editorial Page - https://ijlr.iledu.in/editorial-board/

Volume 5 and Issue 6 of 2025 (Access Full Issue on - https://ijir.iledu.in/volume-5-
and-issue-6-0f-2025/)

Publisher

Prasanna S,

Chairman of Institute of Legal Education
No. 08, Arul Nagar, Seera Thoppu,
Maudhanda Kurichi, Srirangam,
Tiruchirappalli — 620102

Phone : +91 94896 71437 - info@iledu.in / Chairman@iledu.in

ILE Publication House is the

India’s Largest

Scholarly Publisher

© Institute of Legal Education

Copyright Disclaimer: All rights are reserve with Institute of Legal Education. No part of the
material published on this website (Articles or Research Papers including those published
in this journal) may be reproduced, distributed, or transmitted in any form or by any
means, including photocopying, recording, or other electronic or mechanical methods,
without the prior written permission of the publisher. For more details refer

https://ijlr.iledu.in/terms-and-condition/



https://ijlr.iledu.in/
https://ijlr.iledu.in/editorial-board/
https://ijlr.iledu.in/volume-5-and-issue-6-of-2025/
https://ijlr.iledu.in/volume-5-and-issue-6-of-2025/
mailto:info@iledu.in
mailto:Chairman@iledu.in
https://ijlr.iledu.in/terms-and-condition/

INDIAN JOURNAL OF LEGAL REVIEW [IJLR - IF SCORE - 7.58] Published by

VOLUME 5 AND ISSUE 6 OF 2025

APIS - 3920 - 0001 (and) ISSN - 2583-2344 https://iledu.in

Institute of Legal Education

A STUDY ON EMPLOYEES' PROVIDENT FUND AND ITS ROLE IN SECURING
EMPLOYEES' FUTURE IN INDIA

AUTHOR - PRABANJALI S.P, TAMILNADU DR. AMBEDKAR LAW UNIVERSITY

BEST CITATION - PRABANJALI S.P, A STUDY ON EMPLOYEES' PROVIDENT FUND AND ITS ROLE IN SECURING
EMPLOYEES' FUTURE IN INDIA DELAYS?, INDIAN JOURNAL OF LEGAL REVIEW (IJLR), 5 (6) OF 2025, PG. 173-180,
APIS — 3920 — 0001 & ISSN - 2583-2344.

Abstract

The Employees’ Provident Fund (EPF) is a pivotal social security scheme in India, aimed at promoting
savings among employees for their post-retirement life. Managed by the Employees’ Provident Fund
Organization (EPFO), the EPF scheme plays a significant role in ensuring financial stability and social
welfare. This paper examines the legal framework, practical implementation, judicial interpretations,
and challenges of the EPF system in India. Through this study, the aim is to analyze the adequacy,
accessibility, and effectiveness of the EPF in safeguarding employees’ economic future, while also
identifying gaps in policy and implementation. Recommendations for strengthening the framework
are also proposed.

Keywords - Employees’ Provident Fund, EPFO, Social Security, Retirement Benefits, Labor Law,
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Introduction

In a country like India, where a significant
portion of the population depends on salaried
employment, the need for financial security
after retirement cannot be overstated. Social
security mechanisms, such as the Employees’
Provident Fund (EPF), have played a pivotal role
in providing a safety net for millions of workers
in the organized sector. Instituted under the
Employees’ Provident Funds and Miscellaneous
Provisions Act, 1952, and managed by the
Employees’ Provident Fund Organization (EPFO),
the EPF aims to ensure that employees
accumulate a sizable corpus throughout their
working life to support them post-retirement.

The EPF mandates contributions from both
employees and employers, calculated as a
percentage of the employee’s basic salary and
dearness allowance. The accumulated corpus,
along with accrued interest, is payable upon
retirement, resignation, or under specific
circumstances such as iliness, disability, or
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death. Besides serving as a retirement benefit,
the fund can also be partially withdrawn for life
events like marriage, education, housing, or
medical emergencies, thereby offering a
measure  of  financial  flexibility = during
employment.

Despite its noble intentions and progressive
structure, the EPF scheme faces various
challenges. These include delays in fund
transfers, lack of awareness among workers—
particularly in smaller industries—employer
defaults, and limited coverage of informal
sector employees. Furthermore, the evolution of
employment patterns, such as the rise of gig
and platform work, poses a new challenge to
the inclusivity and relevance of the traditional
EPF framework.

This research paper seeks to examine the
current state of the EPF system in Indig, evaluate
its legislative and judicial foundations, identify
the shortcomings in its implementation, and
offer recommendations for a more robust and

Journal Home Page — https://ijlr.iledu.in/



https://ijlr.iledu.in/
https://iledu.in/

VOLUME 5 AND ISSUE 6 OF 2025

APIS — 3920 - 0001 (and) ISSN - 2583-2344

INDIAN JOURNAL OF LEGAL REVIEW [IJLR - IF SCORE - 7.58]

Published by

https://iledu.in

Institute of Legal Education

inclusive provident fund framework that
addresses the needs of a rapidly changing
workforce.

Review of Literature

A robust body of literature exists examining the
effectiveness, challenges, and potential reforms
associated with the Employees’ Provident Fund
(EPF) scheme in India. The following key studies
and reports offer valuable insights into the
strengths and limitations of the system:

1. Ravi Srivastava (2010) - In his
comprehensive  study on  social
protection in Indiq, Srivastava

underscores the fragmented nature of
the country's social security landscape,
particularly highlighting the exclusion of
informal sector workers from
mainstream schemes such as the EPF.
He argues that the scheme, while crucial
for formal sector employees, remains
inaccessible to a large section of India’s
workforce engaged in informal, gig, and
contractual employment. His work calls
for an expansion of the EPF's scope to
include these vulnerable groups through
legal reforms and policy innovations.

2. Agarwala & Sinha (2016) — Published in
the Economic and Political Weekly, their
research delves into the persistent
compliance challenges among Indian
employers. They identify systemic
loopholes and weak regulatory
enforcement as primary reasons for
evasion and fund mismanagement
within the EPF system. The study
emphasizes the need for strengthening
institutional accountability and
enhancing employer monitoring
mechanisms to ensure timely
contributions and safeguard employees’
interests.

3. Mehrotra & Biggeri (2021) - Their paper
on social protection coverage offers a
critical  evaluation of the  EPF's
functionality, especially in the context of

internal  migrants and low-income
workers. The authors point to issues such
as non-portability of accounts, complex
bureaucratic procedures, and lack of
digital integration that hinder access
and continuity of benefits. They
advocate for administrative
simplification and technology-driven
reforms to improve the efficiency and
inclusivity of the EPF framework.

Ramesh and Palacios (2008) - In their
seminal book Social Security in India, the
authors provide an institutional analysis
of the Employees’ Provident Fund
Organisation (EPFO). They examine
structural inefficiencies, including delays
in fund disbursement, outdated
operational procedures, and lack of
coordination  between  government
agencies. The authors propose
modernization of services through digital
platforms, better grievance redressal
mechanisms, and increased
transparency to enhance the system’s
effectiveness.

EPFO Annual Reports (Various Years) —
The official annual reports of the EPFO
serve as a critical source of empirical
data on the functioning of the fund.
These reports offer insights into trends in
subscriber registration, volume of claims
settled, and growth in the EPF corpus.
However, they also highlight recurring
issues such as delayed claim
processing, high rates of contribution
default by employers, and regional
disparities in coverage. These findings
underscore the necessity of systemic
reforms and capacity building within the
organization.

International Labour Organization (ILO)
Reports — The ILO's comparative studies
on global social security systems
frequently feature India’s EPF as a
significant but underleveraged
mechanism. The reports identify key
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barriers such as limited enforcement,
fragmented coverage, and lack of
universality that restrict the EPF’s impact.
The ILO emphasizes the importance of
expanding social protection to include
all categories of workers, aligning with
international labour standards and best
practices.

Research Gap

Despite several reforms and digital initiatives,
issues such as delayed contributions, employer
non-compliance, lack of awareness among
employees, and exclusion of informal sector
workers persist. Limited research exists on the
impact of recent digital reforms and policy
changes on the actual benefits received by
employees.

Objective of the Study

- To analyze the role and structure of the EPF
system in India.

- To study the legal framework governing EPF
and its enforcement.

- To identify implementation challenges and
judicial interpretations.

- To propose suggestions for enhancing the
inclusivity and effectiveness of the EPF.

Statement of the Problem

The Employees’ Provident Fund (EPF) is «
cornerstone of India’s social security system,
established with the objective of ensuring long-
term financial security for employees through
compulsory savings. It is designed to provide a
stable source of income after retirement and
serve as a financial cushion during
emergencies, thereby safeguarding the
economic well-being of workers. However,
despite its noble objectives and legal
foundation under the Employees’ Provident
Funds and Miscellaneous Provisions Act, 1952,
the EPF scheme is plagued by a host of
practical challenges  that  hinder its
effectiveness. One of the most pressing issues is
the limited reach of the EPF system. While it is
mandatory for establishments with a certain

175 | Page

number of employees in the formal sector, a
vast majority of India’s workforce—engaged in
informal, contractual, and gig-based
employment remains excluded. This exclusion is
exacerbated by the lack of a universal social
security framework and the absence of legal
mandates compelling smaller enterprises and
informal employers to participate in the
scheme.

Additionally, administrative inefficiencies
significantly impact the overall efficacy of the
EPF. These include delays in processing claims,
outdated  procedures, lack of digital
infrastructure in certain regions, and
bureaucratic red tape. Many employees face
difficulty in accessing their funds due to
technical glitches, cumbersome documentation
processes, and lack of coordination between
employers and the EPFO. Such inefficiencies not
only reduce employee confidence in the system
but also limit its utility as a reliable social
security mechanism. Legal loopholes and weak
enforcement also contribute to the problem.
Instances of employers defaulting on
contributions, incorrect or delayed payments,
and mismanagement of funds have been
reported frequently. Although penalties exist
under the law, enforcement is often slow or
ineffective, leading to a lack of accountability
among defaulters. Furthermore, the current
legal framework does not fully accommodate
emerging forms of employment, such as
platform work and freelancing, which further
limits the applicability and relevance of the EPF
in the modern labor market. A critical gap in
awareness among  beneficiaries  further
compounds these challenges. Many employees,
particularly those from lower-income or less-
educated backgrounds, are unaware of their
entitlements under the EPF scheme. They may
not know how to access their accounts, file
grievances, or ensure that their employer is
making timely contributions. This lack of
knowledge often leads to underutilization of the
benefits available and leaves workers
vulnerable in times of financial need..
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Research Methodology

Type of Study: Doctrinal and empirical research.

Data  Sources: Secondary data  from
government reports, EPFO databases, journals,
and case laws; primary data from employee
surveys and interviews (if conducted).

Approach: Qualitative analysis of legislative and
judicial materials; quantitative review of EPF
data trends and user feedback.

Benefits to Employees under the EPF Scheme

The Employees' Provident Fund (EPF) is one of
the most significant social security schemes for
employees in India. It acts as a long-term
savings instrument that provides financial
security and stability to employees after their
retirement. The scheme, regulated by the
Employees' Provident Fund Organization (EPFO),
is designed to encourage systematic savings
among salaried individuals.

1. Wealth Accumulation and Financial Security

EPF contributions are made jointly by the
employee and the employer. Over the years,
these contributions, along with the accrued
interest, grow into a substantial corpus. Since
the interest earned is tax-free (subject to limits
and conditions under the Income Tax Act), it
ensures better returns as compared to many
other fixed-income investment instruments. For
employees who contribute regularly over the
course of their careers, this amount can provide
a strong financial foundation during retirement,
ensuring a stress-free post-employment life.

2. Support during Financial Emergencies

One of the standout features of the EPF is its
ability to offer financial support during
unforeseen  circumstances. Unlike  many
traditional investment options that may be
difficult to liquidate or may incur penalties on
early withdrawal, the EPF allows for partial
withdrawals under specific conditions. This
flexibility can be extremely beneficial during
times of financial crisis.

176 | Page

3. Multi-purpose Partial Withdrawals

Employees are allowed to make partial
withdrawals from their EPF account to meet
certain predefined needs. Some of the key
situations where this facility can be availed
include:

e Housing Needs: Funds can be withdrawn
for the purchase or construction of a
house, repayment of home loans, or for
renovation purposes.

e Medical Emergencies: In case of severe
iliness or hospitalization of the employee
or a dependent family member, EPF
funds can be partially withdrown to
cover treatment costs.

e Education and Marriage: Employees can
withdraw funds to support the higher
education or marriage of themselves,
their children, or siblings.

e Unemployment or Lockdowns: The EPFO
also permits partial withdrawal in cases
of job loss or temporary unemployment
due to company closure or pandemic-
related lockdowns.

4. Benefit upon Retirement, Resignation, or
Death

Upon reaching the age of retirement or upon
voluntary resignation, the employee is entitled
to receive the entire accumulated EPF balance,
including both employee and employer
contributions along with the accrued interest. In
the unfortunate event of the employee's death
during the course of service, the nominee or
legal heir is entitled to receive the full amount,
along with additional benefits under the
Employees’ Deposit Linked Insurance (EDLI)
scheme.

5. Encouragement for Long-term Saving

The structure of the EPF scheme is designed in
such a way that it promotes disciplined, long-
term savings. Since a portion of the salary is
automatically deducted every month and
deposited into the EPF account, it instills a habit
of saving without placing an additional burden
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on the employee. Over the years, this small
monthly saving accumulates into a sizeable
amount

Judicial Standing

1. Manipal Academy of Higher Education v.
Provident Fund Commissioner (2008) 5 SCC
428—- The Supreme Court ruled that various
allowances paid to employees must be
considered part of ‘basic wages” for PF
calculation, ensuring a fairer contribution base.

2. Daily Partap v. Regional Provident Fund
Commissioner (1999) 8 SCC 645- The Court
held that workers cannot be denied PF benefits
merely due to the nature of their employment
(contractual/temporary),  reinforcing  the
inclusive intent of the law.

3. Mafatlal Group v. Union of India (1996) - This
landmark case reaffirmed the social welfare
nature of EPF and emphasized that fiscal
considerations should not override the purpose
of worker protection.

4. Bridge & Roof Co. (India) Ltd. v. Union of India
(1963) AIR 1474 - The Supreme Court stated that
the EPF Act is a beneficial legislation and should
be interpreted liberally in favor of employees.

5. P.F. Inspector v. T.S. Hariharan (1971) AIR 1968
Mad 288- The Madras High Court upheld
penalties for employers evading  EPF
contributions, stressing deterrence as a
necessary tool for compliance.

6.Regional Provident Fund Commissioner v.
Hooghly Mills Co. Ltd. (2012) 2 SCC 489 - The
Court ruled on the importance of timely
deposits and held the employer liable for
interest and damages, highlighting
accountability.

Indian Laws Regarding Employees’ Provident
Fund

The legal foundation of the Employees’
Provident Fund (EPF) system in India is built
upon a comprehensive legislative and
regulatory framework that aims to ensure social
security and retirement benefits for employees
in the organized sector. The primary law

177 | Page

governing this system, along with
supplementary schemes and recent legal
developments, are discussed below:

1. Employees’ Provident Funds and
Miscellaneous Provisions Act, 1952

This is the cornerstone legislation that
established the EPF scheme in India. The Act
applies to factories and establishments with 20
or more employees and mandates both
employers and employees to contribute a fixed
percentage (currently 12%) of wages to the
Provident Fund. Key features of the Act include:

Applicability:  Initially  limited to certain
industries, the scope has widened to include a
large section of organized employment.

Employee Definition: Broadly defined to include
temporary, permanent, part-time, and contract
workers.

Employer Obligations: Timely deduction and
deposit of PF contributions, filing returns, and
maintaining records.

Employee Rights: Access to accumulated funds
with interest, partial withdrawals for specific
needs, and full settlement upon retirement,
disability, or death.

2. Employees’ Provident Fund Scheme, 1952

Notified under Section 5 of the EPF Act, this
scheme outlines operational details for
provident fund management:

- Contribution Rate: Generally 12% of basic
wages and dearness dllowance by both
employer and employee (can vary for certain
industries).

-Withdrawal Rules: Allows partial and full
withdrawals for specific purposes such as
marriage, education, medical emergencies,
housing, and retirement.

-Interest Rates: Set annually by the EPFO based
on fund performance and announced by the
Ministry of Labor.
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3. Employees' Pension Scheme (EPS), 1995

This pension scheme was introduced to provide
post-retirement income security. Key features
include:

- Eligibility: Members who have completed at
least 10 years of service and reached the age of
58.

- Employer Contribution: 8.33% of the employer’'s
share is diverted to EPS.

- Benefits: Monthly pension to the employee
post-retirement and family pension in case of
death.

4. Employees’ Deposit Linked Insurance
Scheme (EDLI), 1976

This scheme provides an insurance benefit to
the nominee or legal heir of a deceased EPF
member:

- Coverage: Mandatory for all EPF members.

- Premium: Employer contributes 0.5% of
monthly wages.

- Benefit Amount: A lump sum amount is paid to
the nominee, calculated based on the last
drawn salary and subject to a maximum limit.

5. Code on Social Security, 2020

The Code on Social Security, 2020, is a landmark
reform that consolidates and rationalizes
multiple labor laws, including the EPF Act:

-Integration: Merges nine central labor laws into
a single code, including EPF, EPS, EDLl, and
others.

- Universalization: Seeks to expand social
security to all employees, including gig and
platform workers.

- Simplification:  Streamlines compliance
procedures for employers and enhances the
role of digital platforms for registration and
payments.

- Governance proposes the establishment of
social security boards at central and state
levels to oversee implementation.
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Though the Code has been enacted, its
implementation is pending in many states as
rules are still being finalized.

6. Recent Reforms and Notifications

- UAN (Universal Account Number): Introduced
by EPFO to consolidate multiple PF accounts
under a single identification number, ensuring
portability and transparency.

- Digital KYC Compliance: Mandatory linking of
Aadhaar and PAN to EPF accounts to streamline
authentication and reduce fraud.

- Online Services: Digitization of claim
settlement, passbook access, and grievance
redressal via the EPFO portal and mobile
applications.

- E-nomination Facility: Enables members to
update nominee’s online, ensuring quicker
settlement of claims in case of death
Suggestions

Suggestions

Based on the analysis of the existing legal
framework,  judicial interpretations, and
practical challenges faced by employees and
employers, the following suggestions are
proposed to improve the EPF system in India:

1. Expansion of Coverage to Informal and Gig
Workers

The EPF framework must be extended to
include workers in the unorganized and gig
economy sectors, which currently remain
outside the ambit of traditional labor benefits.
Custom-designed micro-contribution plans,
co-funding by aggregators/platforms, and
state subsidies can help achieve this goal.

2. Enhance Awareness and Financial Literacy

Many employees, especially in the lower-
income bracket or rural areas, are unaware of
their rights under the EPF scheme. Government
and employers should conduct regular
awareness programs, workshops, and
campaigns to educate workers about their
benefits, rights, and claim procedures.
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3. Sstrengthening Compliance Mechanisms

To curb employer defaults, there should be
stricter enforcement of penalties, regular audits,
and introduction of whistleblower protections
for employees reporting violations. Use of real-
time monitoring systems and integration with
income tax and labor portals can also enhance
compliance.

4.Improve Grievance Redressal Mechanisms

A responsive, time-bound, and employee-
friendly grievance redressal system must be
implemented. The current EPFO complaint
system can be improved with multilingual
support, a toll-free helpline, and escalation
protocols for unresolved cases.

5. Enhance Technology Infrastructure

While the introduction of the Universal
Account Number (UAN) and digital services has
improved efficiency, further investment in portal
reliability, cyber security, mobile accessibility,
and automation of claim settlements can lead
to quicker and more transparent transactions.

6. Periodic Review of Contribution and Interest
Rates

The government should periodically reassess
contribution structures and interest payouts to
ensure that they remain aligned with inflation,
market returns, and cost-of-living indices. This
will help in maintaining the real value of
employees' retirement savings.

7. Streamline Integration with Other Social
Security Benefits

The EPF system can be integrated with other
social security schemes such as the National
Pension System (NPS), Atal Pension Yojana, and
Employee State Insurance (ESI) to offer a holistic
social security package to workers.

8. Introduce Financial Planning Tools

Employees should be provided with digital
tools and financial advisory services to help
them plan their retirement better using their EPF
savings. This would empower workers to make
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informed decisions about withdrawals, loans,
and investments

Conclusion

The Employees' Provident Fund (EPF) represents
a vital pillar in India’s social security framework,
designed to provide long-term financial
stability and retirement benefits to the
workforce. It plays a crucial role in fostering a
culture of savings and offers a safety net that
ensures employees have a source of income
after retirement. By mandating contributions
from both employers and employees, the EPF
scheme promotes shared responsibility and
financial discipline.

Despite its significance, the EPF system is not
without challenges. A major concern lies in the
limited coverage, particularly among workers in
the unorganized sector who remain outside the
ambit of formal social security schemes.
Additionally, issues of non-compliance by
employers, delays in fund transfers, and lack of
transparency continue to hinder the efficiency
and effectiveness of the system. Another key
challenge is the insufficient awareness among
employees regarding their rights and
entitlements under the EPF Act, leading to
underutilization of the benefits available to
them.

To address these shortcomings, there is an
urgent need for legal and administrative
reforms. Strengthening enforcement
mechanisms, simplifying compliance
procedures, enhancing digital infrastructure,
and  conducting widespread awareness
campaigns can significantly improve the reach
and reliability of the EPF system. Furthermore,
integrating the EPF scheme with other social
welfare initiatives can ensure better synergy
and more comprehensive protection for
workers.

In conclusion, while the EPF continues to be an
essential tool for ensuring financial security and
social justice, its full potential can only be
realized through inclusive policies, effective
implementation, and robust governance. By
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doing so, India can move closer to achieving
the goal of universal social security and
safeguarding the dignity of its workforce
through a secure and stable post-retirement
life.
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