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INTRODUCTIQON

""The Fourth Central Pay Commission was set up in September, 1983.
We submitted Part I of our report in June 1986 covering matters
relating to structure of emoluments, allowances, conditions of service
of employees of Central Government and Union Territories, members
of- All-India Services and personnel belonging to armed forces. This is
the Part II of our report dealing with the pensionstructure for
pensioners—both past and future—and the death-cum-retxrement benefits
for government employees. - ’

;

Part II of the report has'18 chapters dealing with various aspects of
death-cum-retirement benefits for government employees pension
structure for pensioners, medical and other facilities to pensxoners, and .
other related matters.

We have also prepared a Statistical Supplement contammg the data
on pay, pension, allowances and other matters. .

It is a matter of great sorrow that towards the concluding stage of
our work, we had to bear the irreparable loss of our distinguished
Chairman, Shri Justice P.N. Shinghal who passed away on October 17,
1986 after a brief illness. Justice Shinghal was a man of high principles,
and an eminent legal luminary with vastand rich experience in the
broad field of administration. He had infinite capacity for work- and
guided the Commission in its deliberations at every stage. We had the -
benefit of his advice in dealing with the complex work entrusted to us
and in the formulation of our recommendations. He is not with us in
s1gnmg this part of our report and we have to console ourselves by
paying homage to him.

After Justice Shinghal’s sad demise, we were informed* that govern-
ment would like Part II of the report of the Commission dealing with
pensionary matters to be submitted without waiting for the "appointment -
of a new Chairman. We have finalised the report accordingly.

* Finance Secretary, Government of India, Ministry of Finance, D.O. No. $-2635/83/86, dated October 29,
1986,
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CHAPTER 1
SCOPE AND PROCEDURE OF WORK

1.1 The first part of the Comm1ss1on s report covering matters like pay structure compensation
for price rise, allowances, and other benefits of Central Government employees including employees
of Union Territories, members of All-India Services, and personnel belonging to armed forces, was
sent to the Government on June 30, 1986. This is the second part of the Commission’s report and
deals with the pension structure for pensioners—both past and future——mcludmg death-cum-retire-
ment benefits of government employees. : .

1.2 The terms of our reference given in Resolutions dated July 29, 1983* and February 16,
1985**, inter-alia, required us to examine the present structure of emoluments and conditions of
service of central government employees taking into account the total packet of benefits including
death-cum-retirement benefits. Subsequently, the terms of reference were amended to include past
pensioners under the Resolution dated November 8, 1985***, by adding paragraph 2(A), below
paragraph 2(5) of the earlier Resolution as follows,—

“2(A): To examine, with a view to having a proper pension structure for pensioners—both
past and future—the existing pension structure; including death-cum-retirement benefits, and
make recommendations which may be desirable and feasible having regard, among other rele-
vant factors, to the retirement benefits available to employees of the Public Sector Under-
takings, State Governments, etc., economic conditions in the country, the resources of the
Central Government and the demands thereon such as those on account of developmental A
planning, defence and national security.” ‘

1.3 This is the first time that the pension structure for pensioners, both past and future, has been
entrusted for examination to a Pay Commission. The rules for sanctioning pensions have under- -
gone changes from time to time and various ad hoc measures have been adopted over the years to
provide relief to pznsioners against rise in the cost of living. The content of “Pension’ has undergone
changes according as the State has thought it necessary or desirable to provide more benefits to
pensioners. A detailed study of the pension structure for all pensioners distributed in various parts -
of the country, would have taken considerable time. We therefore contented ourselves by making
use of the information supplied to us by the Department of Pension and Pensioners’ Welfare and it
formed the basic data on the subject.

1.4 We are aware of the complexities of our task. It has become all the more complicated be-
cause when retirement benefits were varied from time to time, options were given to the employees
to retain the old benefits. A number of orders were also issued to provide relief to pensioners against
rise in price. Those orders had far reaching effect. Some of the State Governments are following,
by and large, the pension schemes of the Central Government, and we realise that our recommendatlons
may indirectly affect pensioners in the States. In the pubhc sector undertakings, where the contri-
butory provident fund scheme is mostly in operation, there is now a general demand for providing

* Annexe 1.1
*¢ Annexe 1.2
se*Annexe 1.3



pension. In fact, our terms of reference require us to examine the pension structure and to make
our recommendations having regard to the retirement benefits available to employees of the State
Governments and public sector undertakings. Information had therefore to be collected from
those employers and we gave them an opportunity to favour us with their views.

1.5 We have interpreted the expression “Central Government Employees™ in paragraphs 1.9 to
1.12 of Part I of our report, indicating further in paragraphs 1.13 to 1.18 the categories of Central
Government employees who do not fall within our terms of reference. This is also the basis for our
consideration of the pension structure mcludmg death-cum-retirement benefits for government
employees. o

1.6 ‘Accordingly, pensioners who hold constitutional appointments like Judges of the Supreme
Court and High Courts, Comptroller and Auditor- General, Chairman and Members of Union
" Public Service Commission, and Chief Election Commissioner have also been kept out of our consi-
deration as their conditions of service are governed by separate Acts and Rules. The pension of
the President of India is regulated by the President’s Emoluments and Pension Act, 1951 as amen-
‘ded in 1985. Pension of Members of Parhament is also regulated by separate enactments. All
these pensmners fall outside our pumew

1.7 As regards extra-departmental agents under the Department of Posts, the Report of the
One-man Committee under Shri R.R. Savoor has already covered matters relating to their terminal
benefits.

1.8 The questionnaire circulated by us in April, 1984, covered the issues which were brought
up for our consideration, including matters relating to pension and death-cum-retirement benefits.
We did not, however, consider the issues relating to past pensioners at that time as they were outside
our purview. Subsequently, with the amendment in the terms of reference bringing past pensioners
within the scope of our work we issued a public notice* inviting all associations, unions, institutions,
other organisations, and interested persons to send memoranda containing their views on matters
covered by paragraph 2 (A) of the terms of reference by January 15, 1986. The public notice was
published in leading newspapers between December 9 and 16, 1985. In response to it, about 1300
memoranda were received. While 400 memoranda were from unions/associations, the others were
from individuals.

1.9 Keeping in view the issues raised in the memoranda received in response to our public
notice, and matters relating to past pensioners, we circulated a supplementary questionnaire** in July -
1986, asking for reply by August 25, 1986. Copies of the questionnaire were sent to about 400
associations and unions which had responded to our public notice. Chief Secretaries of States/Union
Territories, some of the Secretaries/Heads of Departments and to some selected individuals. We
received more than 450 replies.

- 1.10 We wrote to State Governments in April,'1986 drawing their attention to the newly included
paragraph 2(A) in our terms of reference requesting them to furnish information regarding pensionary
and other benefits available to employees of the State Governments and the pensioners. The State
Governments supplied information in this respect.

1.11 We also made a request to the public sector undertakings in May, 1986 for information
regarding retirement benefits available to their employees. We received information from some of
the public sector undertakings. ‘

* Annexe 1.4
** Annexe 1.5
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1.12 While considering the various issues relating, to retirement benefits we have depended on
the information furnished by the Department of Pension and Pensioners’ Welfare and others. How-
ever, these matters being under review by government from time to time it may be that the latest
information on them may not have been available to us at the time of our deliberations '

1. 13 We have referred to the non-availability of relevant data regarding pay, allowances and
other conditions of service of government employees in Part I of our report. We experienced simi-
lar difficulty in regard to various aspects of retirement benefits of government employees. We
received some information from the Department of Pension and Pensioners* Welfare and subsequently
information was collected from other sources like public sector enterprises and State Governments.
The statistical data collected by us on pay, pension and other related matters has been compiled in
a separate Statistical Supplement. A beginning has thus been made to build up a data base and we
have no doubt that this Statistical Supplement will be updated on a continuing basis. As recommen-
ded in Part T of our report, this work inter alia could be entrusted to a permanent standing body.
This will ensure that for any future exercise in revising pay, allowances and retirement benefits of
government employees the essential data would be readily available.

1.14 The memoranda recerved by us in response to the ﬁrst public notice issued in September-
October, 1983 covered many of the issues about pension and other death-cum-retirement benefits.
Similarly, the questionnaire circulated by us in April, 1984 also contained a number of questions
on pension and related matters and we received a number of replies. -Our earlier discussions with
unions/associations of employees and secretaries to government and other:senior officials also covered
issues relating to pensionary benefits. - All these have been taken into consideration by us. - In'view
of the amendment in the terms of reference bringing past pensmners within the scope of our work,
we thought it necessary to have further discussions. Accordingly,' we discussed the matter with the
Staff Side in the National Council (JCM), representatrves of pensioners’ assoc1atrons and umons
and some individual pensioners. Annexe, 1.6 is the list of associations of pensroners Wthh took
part in discussions with the Commission. 'Annexe 1.7 is the list of prominent persons who partici-
pated in discussions. We also invited some of the heads of departments and secretaries to govern-
ment for discussion on matters relating to pensioners. The Comptroller and Auditor General, Cabi-
net Secretary and the three Service Chiefs were also invited to give us the benefit of their views and
these discussions ended on November 25, 1986. A list of those who participated ini these discussions
is at Annexe 1.8, We addressed State Governments and Union Territories for their views on the
supplementary questionnaire and these have been tefken into consideration whrle formulatlng our
recommendations. - : S : C L T I

1.15 We spent 15 days on the above dlSCUSSlOl‘lS and 50 days 1n our meetmgs for dehberatrons
on various issues relating to pemloncrs and retirement benefits, . . .+ '

25 Fin|86—2



ANNEXE. 1.1
(See pﬁragraph 1.2)

f PUBLISHED IN THE GAZETTE OF INDIA EXTRAORDINARY,
PART-I—SECTION 1)

~ MINISTRY OF FINANCE
DEPARTMENT OF EXPENDITURE
| ~ RESOLUTION

New Delhl the 29th July 1983
" Sravana 7, 1905 (SAKA)

No.5 (56)E-111/83. The Government of India have been considering for some time past the
. changes that have taken place in the relativities of the structure of emoluments of Government
employees. over the years. Conditions have also changed in several respects since the last Pay
Commission made its Report in 1973. Accordingly, it has been decided to appoint the Fourth Central
' Pay Commission consisting of the followmg — .

L Chalrman . v ) _ —Shri Justice P.N. Shinghal
2. Member . —Prof. M.V. Mathur
'3, Member .. o —Shri J.P. Kacker
' Member . "+ __shri Gopal Das Nag
5., Member-Seéretai"y‘ ' _ ' _Shri A;IC. Majumdar

'2 The terms of referencc of the Commlssgon will be as follows :—

(l)

To examine the present structure of emoluments and conditions of service, taking into
account the total packet of benefits, including death-cum-retirement benefits, available to

- the following categories of Government employees and to suggest changes which may be
_desirable and feasible :—

(i) Central Government employees-industrial and non-industrial
(ii) Personnel belonging to the All India Services.
(ii) Employees of the Union Territories.

(2) To examine the present structure of emoluments taking into account the total packet of

3)

benefits in cash and kind including death-cum-retirement benefits available to Armed
Forces personnel and to suggest changes which may be desirable and feasible, having
regard to their terms and conditions of services.

To examine the variety of allowances and benefits in kind that are presently available to
the employe..s in addition to pay and to suggest rationalisation and simplification thereof
with a view to promoting efficiency in administration.



(4) To make recommendations on’ the above having regard, among other relevant factors,
to the prevailing pay structure under the Public Sector Undertakings, State Governments,
etc., economic conditions in the country, the resources of the Central Government and the

_ demands thereon such as those on account of developmental planning, defence and national
security.

3. The Commission will devise its own procedure and may appoint such Advisers, institutional
consultants and experts as it may consider necessary for any particular purpose. It may call for such
information and take such evidence as it may consider necessary. Ministries and ‘Departments of
the Government of India will furnish such information and documents and other assistance as may
be required by the Commission. The Government of India trust that State Governments, Service
Associations and others concerned will extend to the Commmsmn their fullest co-operatlon and
assistance. : , .

4. The Commission will make its recommendations as soon as practicable. It may consider,
if necessary, sending re-reports on any of the matters as and when the recommendatlons are ﬁnahsed

Ordered that the Resolutlon be published in the Gazette of India. P
Ordered also that a copy of the Resolution be commumcated to the Mlmstnes/Departments
of the Govemment of India, State Governments/Admuustratxons of Umon Temtones and a11 others
concemed ,

sde. b
(PK 'Kaul)

Secretary to the Government of India

Voeril ot 4 L



"ANNEXE. 1.2

- (See paragraph—l 2)

| (10 BE PUBLISHED N THE GAZETTE OF INDIA EXTRAORDINARY,
e PART [-SECTION I) .
R | MINISTRY OF FINANCE
DEPARTMENT OF EXPENDITURE
. .- . C‘RESOLUTION.
T T New Delh1 the 16th Feb., 1985
e il oo w0 Magha 27, 1906

“ No. 5(56)-E III/83 The Government of Indla have demded that the Terms pf Reference of the
Fourth Central Pay Commission as contained in this Ministry’s Resolution of even number dated
the 29th July, 1983 shall be am: nded by addition of a new sub-para (5) under para 2 of the Resolu-
tion as under :—

~ “(5) In case the need for consideration of relief of an interim character arises during the
course of deliberations of the Commission, the Commission may consider the demand for
relief of interim character and make its recommendations thereon taking into account the inte-
rim relief already sanctioned by the Government in the Ministry of Finance (Department of
Expendlture s O.M. No. 7(39)/E.I11/83 dated the 2nd August, 1983, In the event of the Com-

'+ mission’ recommending any -interim relief, the date from whxch this relief should take effect
may also be mdlcated by the Commission.” '

. Ordered that the Resolution be pubhshed in the Gazette of India.

Ordered also that a copy of the Resolution be commumcated to the Fourth Central Pay Com-

‘mission, Ministries/Departments of the Government of India, State Governments/Admmlstrauons
of Union Territories and all others concemed

Sd/-
(S. Venkitaramanan)

Secretary to the Government of India



ANNEXE. 1.3

(See paragraph 1.2)

(TO BE PUBLISHED IN THE GAZETTE OF INDIA EXTRAORDINARY,
PART I—SECTION I) -

MINISTRY OF FINANCE
'DEPARTMENT OF EXPENDITURE \
RESOLUTION S S

T 4':"."13 [T

’ New Delhl the Sth November, 1985 :
e 17th Kartlka, 1907

o
No. 5(56)-E.111/83. The Government of Indla have decrded that the Terms of Reference of the
Fourth Central Pay Commission as contained in this Ministry’s Resolutron of even ‘number dated
29th July, 1983 as amended vide this Ministry’s Resolution of even number dated 16th February,

1985 shall be further amended by addition of a new para 2(A) below para 2(5) of the Resolutlon
as under :—

i

“2. (A) : To examine, with a view to having a proper pension 'structure for pensmners—
both past and future—the existing pension structure; including deathi-cum-retirement benefits,
and make recommendations which may be desirable and feasible having regard,! among’ other
relevant factors, to the retirement benefits available to employees of the Public Sector Under-
takings, State Governments, etc., economic conditions in the country, the  resources of the
Central Government and the demands thereon such as those on account of developmental
planning, defence and national security.”

Ordered that the Resolution be published in the Gazette of India. - |

Ordered also that a copy of the Resolution be commumcated to the Fourth Central Pay Com-

mission, Mnmstrres/Departments of the Government of India, State Governments/Admlmstratrons,
of Union Territories and all others concerned.

Sd/-
(S. Venkitramanan)

Secretary to the Government of India



ANNEXE. 1.4
(See paragraph 1.8)

W - ,ir.. . . 'EOURTH:
3 CENTRAL PAY COMMISSION

- PUBLIC NOTICE
ERSENE S T AL AR R B
Government of India have amended the terms ¢ of reference of the Fourth Central Pay Com-
mission by addition of the following para 'vide Resolution notified in the Gazettc of India Extraor-
dlnary No 222 dated 8th November 1985 —

_ “2 ,(A) To examine, w1th a view to having a proper pension structure for pensioners—
both past and future—the existing pension structure; including ‘death-cum-retirement benefits,
and make, recommendations which may be dgsirable and feasible having regard, among other

~ relevant factors, to the retirement beneﬁts avarlable to employees of the Pubhc Sector Under-
'~ takings, Sftate Governments etc., economic conditions in the country, the resources of the Central

A Govgrnment and the demands thereon such as those on account of developmental plamnnz,

~ defence and natlonal secunty

Ihe Commlssron invites all the assocratrons, unions, institutions, other organisations and interested
mdrvrduals to send memoranda containing their views on the aforesaid matters, dealing with each
sub_]cct separate]y numbering. the paragraphs. Ten copies of such memoranda may be sent to
the Member-Secretary, Fourth Central Pay Commission, Post Box No.28, New Delhi 110 001, so
as to reach h1m on or before January 15,. 1986 :

A. K. MAJUMDAR
Member-Secretary

Fourth Central .Pay. Commission.
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11.

12.

ANNEXE. 1
(See paragraph 1.9)

Supplementary Questionnaire on amended terms of reference of the Fourth Central
Pay Commission

(a) What is the meaning and content of the expression ‘pension’ ?

(b) What do you understand by the expression ‘pension structure’ ? . What are - the dlﬁ“erent
elements constituting a pension structure ? .

Should there be a minimum pension irrespective of the period of service an'd date of retitement
of an employee ? If so, what should be the amount of minimum pension ? g

Employees retiring from the same post at different times may be drawing different amounts of
pension due to change in emoluments. Is it practicable to bring about equalisation of pension
for all such pensioners ? ‘ » , A

(a) Should pensions be adjusted to changing economic condition§'? =+ - i -0 L7

;

(b) If so, on what basis, by what method and how frequently ?

‘What are your suggestions in regard to grant of rehef to pensroners agamst pnce n<e ‘? ’ Sllould

it be at a rate different from that admissible to servmg employees ?
PO IS lll*:l;,,‘;. '
Suggestions have been made that government employees who on absorptlon in public sector
undertakings receive 100 per cent commutation of pension should be given relief on pension on
the same basis as other government pensioners. A similar suggestion has also’ been made by
employees who retired on C.P.F. What are your comments ? S

It has been urged that as and when improvements are made in penSionary benefits of 'serving
personnel, these should also be extended to persons who retlred earher What are your vrews
in this regard ? - '

How should the pension of armed forces personnel be ﬁxed——should it be related to rank or ‘pay
drawn ? S

Suggestions have been made for providing medical and other facilities to pensnoners What -
are your views ? '

It has been suggested that pensioners who are seriously disabled and incapacitated after retire-
ment may be paid some disability allowance. Do you think the grant of such an allowance will
be justified ? 1If so, in what cases and to what extent ? s :

(@) What measures would you suggest for expeditious settlement of pension claims of retlred
employees ?

(b) What difficulties, if any, are faced in the drawal of pension and what arc your suggestlons
for their removal ?

What are your views for simplification and rationalisation of the pension structure ?
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ANNEXE. 1.6

(Scé paragraph 1.14)

LR gl i

Lzst of. assoczatwns of pensioners whzch took part in discussions with the

5 Commtsszon
1. Nat10na1 Ex-servxcemen Co-ordmatlon Comlmttce,
- New Delhi. o e
2. Indian. Ex-servwemen League, g » T
: New Delhi. =~ . L
~ 3. All India P&T Pensxoners Assoc1at|on, T T A
! Patna. ‘ R U N VI BUNURE PR
4. ‘Posts & Tclegraph Pensmners HIY
i~ “Welfare Association, s« /.. s« i
o Chandlgarh SR
5. National Federatlon of Rallway Pcnsuoners, :
- Palghat. , R
6 All India Retxred Rallwaymen (PF Terms) Assocxatxon .
_""’NewDeth S oo
1. Retu‘ed Rallway Ofﬁcers Assoc1atlon o
j';Bdngalore B T e M vf:!ff" R
.. Reﬁféd Rallway Employeeé 'A'ss'oclatlon o
_ Calcutta e PO ‘
7. Bharat Penswners Samaj, . |
© New Delhi, 27 o A
10. "All India Orgamsatlon of Penswncrs R
National HQ, , : :
" New Delhi. e L B ST
. Common Cause, New Delhi. i
12.. All India Central Council of Pensnoners Association,
- New Delhi. o
13., Federation of Central Government Pensioners’ Organisation,
.., Caleutta,. . . , e ‘
14. All India Orgamsatlon of Pensnoners
Kanpur.
15. Staff Side, '
National Councnl of Jomt Consultatwe Machmery,
New Delhi. ’
16. Federation of Pensioners, ~ . . A
Madras. - P



"ANNEXE. 1.7
(See paragraph 1. 14)

Lzst of Promment Persans who attended dzscuss:ons wnh the .

" .. Commission
1. Shri G.C.L. Juneja, IAS (Retd)
New Delh1
2. Shri T.AS. Iyer, DG (Police) (Retd.),
"~ Trivendrum.

3. Shri A.V.S. Poulose, (Retd.)
Financial Commissioner, Railways,
New Delhi.

4. Shri M.S. Venkatachalam,
Secretary (CONCERT),
RITES, B
New Delhi. ' '

5. Shri R.N. Patro, (Retd.),
Director (F&P),
ET.& T.D.,
New Delhi.

6. Shri R.C. Barua,
Director (Fin.),
IRCON,

New Delhi.

7. Shri R. Venkataraman,
CGDA (Retd.),
Amnritsar (Punjab).

8. Shri S.V.S. Raghavan
Chairman,
The Minerals & Metals Tradmg ,
Corporation of India, ~ - '
New Delhi.

?¢ Fin}86-3
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ANNEXE. 1.8
(See paragraph 1.14)

Lzst of Secrelaries to Gmernment of India, other Heads of Departments and
Clueﬁ' of  the Defence Forces who participated in discussions on

penszons mth the Commission.

. Shrl KR Murthy, Secy., . -
'Department of Posts,

: New Delhi.

Smt P.P. Trivedi, Secretary,
Department of Personnel '

. New Delh1

Maj. Genl V. Awasty,
Director General

‘ ~Resettlement

-"New Delhi.

Shri Badal Roy, Secretary,

- Ministry of Labour, -

- New Dethi.

. 4Arr Chnef Marshal D A.La Fontam,
- Chief of Air Staff, ' ‘
' New Delhi,

. .Admrral R.H. Tahlham
- Chief of Naval Staﬂ'
: New Delhl g

Shri D.K. Sangal Secretary,

. (Tele-Communication),

: New Delhi.

. "Shri V.K. Dar, Secretary,

Department of Co. Affalrs & Pubhc Enterprises,
New Delhi. :

Dr, Bimal Jalan,

~ Chief Economic Adviser & Secretary

Department of Bankmg

- New Delhi.
10.

Smt. Girija Eswaran,

Controller General of Accounts,
Department of Expenditure,
New Delhi.



TR

Shri S. Swammathan : :
Controller General of Defence Accounls,
New De:lhi.

12. General K. Suqdexji,

13.

15.

-16.

17.

Chief of Army Staff,
New Delhi

Shri Prakash Naram, ,
Chairman,

~ Railway Board.
14.

Shri T.N. Chaturvedi,

Comptroller & Auditor General of Ind:a |

New Delhi.

Shri S. Venkitarathanan,
Finance Secretary,
New Delhi.

Shri S.K.. Bhatnagar,
Defence Secretary,
New Delhx

Shri B.G. Dcshmukh
Cabinet Secretary, .

‘ .. New Delhi.
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CHAPTER 2
PENSION AND ITS DETERMINATION

2.1 Even in the limited area of pension, we are surprised to find that we cannot really claim to know
every thing. - There are some institutions or study centres abroad which examine some aspects of

the system, but they are in the nature of studies of social security measures or as adjuncts to those

measures and not of purely retirement benefits of Government employees of the type known in our

" country. Moreover in developzd countries, pensions are mostly contributory and non-contributory

pensions are restricted to invalidity- payments of the nature of social security measures rather than
as terminal szrvice bznefit.  We have in fact not been able to find out whether a separate Commi-
as terminal service benefit. We have in fact not been able to find out whether a separate Commi-
ssion or Committee on pensions of government employees was set up in any country to examine the
meaning, concept and content of the system in so far as past and future pensioners are conc-
erned. At any rate no such examination seems to have baen undertaken in our country, for the

“result of any such eﬁ‘ort has not been made available to us.

e

2.2 Whlle pensions as compensatxon to former members of the armed forces or their dependents
for old age, disability, or death from service causes, are of great anthmty, as old-age, retirement or
disability benefits for civilian employees they have been in force in one form or another in some
countrics for almost a hundred'years. We are in fact informed that the ‘custom’ of providing pen- -

" sions for aged employces who were no longer able to discharge their duties efficiently, began during

the nineteenth century in Europe and then spread to other parts of the World (Encyclopaedia Brita-
nnica, Volume 17, 1968). The actuarial theories of pension plans and méﬁ of the current practices
in connection with them originated in Great Britain, though the United States initiated some modern

: unprovements The other type of pension, namely, as social security payment for the aged, disabled

or deceased citizens, is based on the anxiety to provide for such citizens and we are not really concerned
with them. as such.

2.3 Weare cOncerned with pensions to former members of the armed forces and civilian employees

of the central government. In so far as these employees are concerned, pension is not by way of

-charity or an ex-graua payment, or a purely social welfare measure, but may fairly be said to be in

the nature of a ‘right’ which is enforceable by law. That, in fact, is now beyond controversy by virtue
of the law declared by the Supreme Court in Deokinandan Prasad* v. State of Bihar and others

‘that “pension is not a bounty payable on the sweet-will and pleasure of the Government and that,

on the other hand, the right to pension is a valuable right vesting in a Government servant.” Their
Lordships further declared that the right to receive pension “is property under Article 31(1) and
by a mere executive order th2 State had no power to withhold the same.” And also, that the claim
to pension “is also property under Article 19(1)(f) and it is not saved by sub-article (5) of Article
19, -Reference in this conncction may also be made to the decisions in State** of Punjab and
Another v, Igbal Singh and D.S. Nakara*** and others v. Union of India. But even though the
high pedestal on which pensions stand has been supplied by pronouncements of the Supreme Court,
we are constrained to say that no really useful definition of pension has been provided by law.

sy 3 ot

* (1971) Supp SCR 634
** (1976) 3 SCR 360
see A LR. (1983) Vol. 70. 130 S.C.
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2.4 ThaConstitution deals with pensions of Judges of the Federal Court, buprumx. Court, High
Courts, Comptroller and Auditor General, officers and secvants of the Supreme Court and the High
Courts, adjustment in respect of pensions payable to or in respect of persons who have served before
the commencement of the Constitution under the Crown in India, etc. Item (17) of Article 366
states that, unless the context otherwise requires, the expression “pcnsxon” has the following mean-
ing for purposes of the Constitution,—

“(17) “pension” means a pension, whether - contributory or not, of any kind whatsoever
payable to or in respect of any person, and includes retired pay so payable, a gratuity so
payable and any sum or sums so payable by way of the return, with or without interest
thereon or any other addition thereto, of subscriptions to a provident fund;”

Pension has thus been defined to mean pension payable to or in respect of any person and, to ‘that
extent, the dcfinition does not help in understanding its meaning. The definition then goes on to

_say that pension ‘includes’ retired pay, gratuity and any sum payable by way of return of subscrip-
tion to a provident fund payable to or in respect of any person. This latter part of the definition
thus relates to payment of retired pay, gratuity and subscription, etc., to a provident fund.  The
definition serves the purpose of bringing pension, retired pay, gratuity and provident fund dues.
within its reach. Its purpose is to state all those payments which would fall within the ambit of the
expressxon ‘pension’ so as not to leave any doubt on that account, rather than to state. the meaning
of ‘pension’ as such. A cross-reference to the articles where the expression “pension’ has been used,
makes that quite clear, so that the definition really serves the purpose for which it has been devised
and does so precisely, to the benefit of those for whose benefit the expression has been used. | It does
not, and is not meant to define pension as one of the terminal scrvxcc bencfits of. employecs of the
central government. :

2.5 Pensions of central government employees were dealt with by the provisions contained in,—

(a) Superior Civil Service Rules;
(b) Civil Service Regulations;

. {c) Central (Class IV) Services (Gratuity, Pension and Rctxrcment) Ru}cs, 1936 and
(d) Civil Pensions (Commutation) Rules, 1925.. ' : :

As a result of the recommendations of the First Central Pay Commission,‘ theLibcfalised,APcnsion
Rules, 1950, were notified on April 17, 1950, with option to those who had entered permanent pen-
sionable scrvice before October 1, 1938, to come over to those rules or to continue under the carlier
regulations and orders. But even the Liberalised Pension Rules were not an independent set of
rules. They were in the nature of modifications to the earlier Civil Service Regulations and instruc-
tions, and executive instructions continued to be issucd following the recommendations of the later
Pay Commissions and other decisions of government. Ultimately, a single set of rules called the
Central Civil Services (Pension) Rules, 1972 (hereinafter referred to as the Pension:Rules of 1972),
were issued and came into cffect from June 1, 1972. The Civil Pensions (Commutation) Rules, 1925,
were replaced by the Central Civil Services (Commutatlon of Pensxon) Rules. 1981 and came into
force from July 1, 1981.

2.6 As has been stated in rule 2 of the Pension Rules of 1972, they apply to government emplo-
yees, including civilian employees in the Dafence Services, appointed substantively to civil services
and posts in connection with the affairs of the Union which are borne on pensionable estabhshments
including employees of Union Territories, but do not apply to,—

(a) rallway servants;

- (b) persons in casual and daily rated employment;



(c) persons. paid from conunvcncres,
(d)_ persons entrtled to the beneﬁt of a Contrrbutory Provxdent Fund
(¢) . members of the All-Indra Services; -

() persons locally recruited for service in. drplomatrc, Consular or other Indian- cstablish-
ments in foreign countries; :

-(g) persons employed on contract except when the contract provides otherwise; and

" -~ (h) persons whose terms and conditions of service are regulated by or under the provisions
R of the Constltutron or any other law for the nme bemg in force.

. In so far as the rallway employees are coucemed the relevant rules are to be found in Railways
" FEstablishment Manual, while the All India Services (Death-cum-Retirement Benefits) Rules, 1958,
and All India Services (Commutatron of Pensrons) Regulatrons, 1959, apply to members of the all-
India Services. Benefit of Contnbutory "Provident Fund is governed by Contributory Provident
Fund Rules (India), 1962. We are not concerned with the categories of employees mentioned at -

(b), (c) and (f) to (h) above. :

_ 2 7 The pensronary entrtlement of the armed forces is regula ‘ted by regulatrons which have been
':made separately for the Army, the Navy and the Air Force..

2.8 A reading of all these rules and regu]atrons shows that by far the most easily understood and
commonly applicable rules are the Pension Rules'of 1972. We looked into these rules to understand
‘the meamng, concept and content of ‘pension’.- Rule 3 defints pensron as ﬁilows,

“3. (o) ‘pension’ includes gratulty except when the terrn pensron is used in contradnstmctron
- to gratulty” . . .

Itis ‘therefore an inclusive definition and serves a limited purpose. The deﬁmuon in the Railways
Establishment Manual is no better, for it states that except when the term “pension’ is used in contra-
distinction to gratuity, it includes gratuity [2302 (10) R-H]. Rule 2 (h) of the All India Services
(Death-cum-Retircment Benefits) Rules, 1958, defines - “pension”. to mean “the amount payable
monthly under rule 18 to a person who has retired from the servrce, in recognition of the services
rendered by him to' Governmerit”. The definition serves the purpose of providing death-cum-retire-
‘fent benefits and does not’ cover various other kinds of pensions like invalid pension, pension on
'absorptlon in or under a corporatlon or company, compensahon pension, dlsabxhty pension.

2.9 We have gone through'the definition of ‘psnsion’ in the Pension Regulations for th Army.

Regulation 2-A(4), which contains definitions of the terms used in Chapter I, states that ‘pension’
shall “include gratuity except when it is used in contradistinction to term gratuity”. This is also an
inclusive definition. The other difficulty is that the Pension Regulations for the Army do not apply
to the former Kings Commissioned Indian Officers (including those of the Indian Medical Service
transferred to the Army Medical Corps). The Navy (Pension) Regulations, 1964, do not contain
the definition of ‘pension’ although regulation 3 mentions the kind of retiring and other benefits
admissible thereunder. Regulatron 2-A (4).of the Pension Regulations for the Air Force (which
do not apply to pre-l935 Comrmssroned omcers) defines “pension” to “include gratuity except when
it is used in contradistinction to the term gratuity”. The definition is quite similar to the definition
ini Pension Regulatrons for the Army mentioned above.

2.10 ln our anxiety to understand the meaning of “pension” we have gone through the Pensions
Act, 1871, as amended by the Pensions (Amendment) Act, 1982, which was the earliest Act to con-~
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solidate and amend the law relating to pensions and grants by government of :money or land reve-
nue. But it does not define pension. All that section 3, which is the interpretation section, provides
is that the expressnon “grant of money or land—revenue” includes-any thing. payable on the part
of the government in respect of any right, privilege, perquisite or office. : : Read .with section 4 of the
Act which bars suits rclating to pensions, that may be taken to mean that pension’ has been mentioned
as a benefit separate from grant of money or. land revenue So, ‘the:Pensions Act - is of no usé in
determmxng the meanmg of pensron S L : U

- 2.11 Itwill thus appear that althou"h the Act, the rules and regulatlons mentroned above have been
made to govern the grant of pensions, they do' not contain a definition of the term whrch could be
said to explain its meaning, concept or content and ‘be of general apphcatron for the purpose of exa-
mining the existing pensxon structure with a view to having a proper structure for the future as re- -
quired by the terms of our reference. We have therefore to undertake the task of deﬁnmg the term
for purposes of our report, for it will not be fair to make our recommendatxons thhout first under-
taking that basic task at the threshold. B e

2.12 As we have pointed out, the custom of provrdmg pensions is ancrent in'so far as it relates to
former members of the armed forces, but the system of providing pensron to aged employees began
in tbe 19th century, while pension as a socral secunty payment for the aged or dlsabled crtlzens 1s
of recent origin relatxvely

2.13  But the concept of ‘pension’, however old inits orrgxn had the latent and real desu‘e to provrde
for an eventuahty—known or unknown. The known eventuahty was old age and probable reduc-
tion in earning power, while the unknown eventuality was disability by disease or accident or death.
Its real purpose was security, even though the beginning was. obhque, undigcernible and famt But
the germ of an effort to provide security ran through the provision and it is natural that it should
bave grown and flowered with the development of buman understandmg and desire to look after
and provide for those who deserved it, for man bas constantly been seekmg means by which to en-
hance his economic security. But the extension of the pension provision from military service to
civilian public employment, resulted largely from consideration for the employees and the pressure
of their organisations. Some benevolent employers go to the extent of regarding pensnons as an.
absolutely indispensible complement of wages—as a terminal beneﬁt. That, however, is apart from
another aspect bearing on pensions—the social aspect. The demographrc structure of the popula-
tion is changing because of the greater expectation of life. Thus those who are now in middle age
are going to be nearly twice as big ameconomic. burden to their children as their parents are to
them. The problem, in such cases, has been. tackled as a socral obligation, mcludmg socnal insu-
rance for citizens gencrally. : - : -

2.14 While such is the conspectus of our problem, we find it dlﬂlcult to make substantlal headway
for its solution without settling on. the meaning of ‘pension’ within the ambit of our terms of reference

for we can proceed to the next stage of understandmg the. concept and statmg the ‘content’ of .
‘pension’ on that footing. : - :

2.15 What emerges as a result of our study is that the notion and meamng of ¢ pensmn ’ has not been
static and bas changed considerably. Speaking gcnerally, it may well be sald that it has become
more restricted. 'We are told that in the eightecnth century or earlier a pensnon was simply a source
of income. In his Dictionary of 1755, Dr. Johnson said : ‘ln England it is gencrally understood
to mean pay given to a State hireling for treason to his country.” Pensians used ta be given to men
placed near the Ernglish Throne and to Dukes, in addition to persons of less dignified character.
The word came to be applicd to grants to superannuated ‘established’ civil servaots’ whe werc too

17



old to wotk.. The basic idea was to give a sensc of economic security and independence to a civil
servant -so as to make his functioning more efficient. The meaning of ‘pension’ therefore changed
. over the years and became more and more gencrous in the sense of providing not only pecuniary
advantage to tbe supcrannuated employee, but payments for widows and other dependents, etc:

2.16. We have made use of dxchonancs to understand the meaning of ‘pension’. Tke most uscful
deﬁmtxon for our purpose is that contained in the Century Dictionary which is an encycloﬁ:edlc
‘ lcxlcon of the English language. ,Thcre (in Yolume V) pension has been defined as follows,—

' “2 A stated payment to a person in consideration of the past services of himself or of some
- kinsman or ancestor; periodical payment made to a person retired from service on
account of age or other disability, especially, a yearly sum granted by a government to
retired public officers, to soldiers or sailors who have served a certain number of years
or have been wounded, to the families of soldiers or sallors killed or disabled or to meri-
torious, authors, artists, ‘and- otbers.”

This is ot an ‘inclusive’ definition of the nature contained in the Pension Rules of 1972 or the other
rules. mentioned above, and seems to define * pcnsxon in a satisfactory manner in so far as our task
is concemed for we are not really concemcd with pensions of non-government employees or of citi-
zens in general as socio-economic measures. - We may, however, venture to say that the definition in
the Ccntury Dxctlonary is slightly long and may conveniently be reduced as follows,—

YA pensxon is a series of periodic payments to a person, usually payable monthly for hfc :
for past services of hlmsc}f ‘or anotber”.

Tbns deﬁmtlon wxll cover not only ordmary superanpuation pension, but other retiring pensions,
invalid pensmn -compensation pension, compulsory retirement pension, disability pensions-and
famjly pensxons WblCh are the various kmds of pensions admissible at present.

~ 2.17° Inthe very nature of thmgs every employee who lives long enough, reaches a stage of dimini-
shed out-turn of work or what may generally be called non-productive years. That may, speaking
generally again, be said to be the responsibility of bis employer for whom be has spent the best years
of bislife. In a welfare State, that may also be said to be the responsibility of the government (where
be is not in its employment) and, in more modern society, it may also be said to be the fesponsibility
of the individual. So all three namely, the employer, the government and the employee or one or
the other of them, may be expected to contribute towards the pension according to the social or admi-
nistrative set up of the country or society where the individual undertakes the service, but the one
common feature and object of pension is to provide for tbe old age of the employee for. the simple
reason that time has eroded his capacity to earn and he is unable to provide for himself. In a country
like ours where we have solemnly resolved to constitute it into a “Socialist” republic and to secure to
us all social and economic justice (Preamble), it behoves the government to take care of jts emplo-
yees by providing terminal bencfits like retirement pensions when they become entitled to them. We
may refer to the directive principle of the State policy enshrined in Article 39(a) of the Constitution
that the State shall, in particular, direct its policy towards securing that the citizens have the right
to an “adequate means of livelihood™.  This in itself is a beacon of light and hope to an aged employee-
who has given his best to the service of the State and who by the unavoidable law of nature falls in
the ever increasing trap of old age and jts conscquences which, pushed to the extreme, would deprive
him of his vitality and extinguish his power and capability to carn his livelihood. I, such a citizen is
an employect of the State, is it out of the ordinary, and not as of a Constitutional directive, that the
State should appreciate its duty to. provide for him by mesns of a pension and/or other terminal.
benefit 7 1t inheres in the concept of such a provision that it should be “adcquate”,  But to put the
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matter beyond controversy, clause (a) of Article 39 itself directs that the means of livelihood shall be
“adequate”. And for an old and infirm employee with ever diminishing capacity to earn, the means
of livelihood has to be within his reach. The concept of ‘pension’ therefore carries within it the
germ of certainty, periodicity and “adequacy”. But what is adequate, depends on 2 number of
factors and one important factor is the capacity or financial resources of the employer. We had'
occasion to refer to Article 43 of the Constitution while considering the question of ‘living wage’,
and all that we could say was that it was possible, even in our circumstances, to make an effort to.
inch towards that elusive goal. We think we may reasonably say the same for the pensionary bene-
fits of central government employees and content ourselves by hoping that the effort to provide’
adequate pensions to them will continue. Ours is a Socialist State and the fundamental aim of social
security is to give individuals and families the confidence tbat their level of living and quality of life
will not, in so far as possible, be greatly eroded by any social or economic eventuality, including the
age of superannuation or on-coming disability. The aim should really be provided that even in
retirement, if the employee has been careful and prudent be may live and maintain his res:duary
family in a way and at a standard considered reasonable by the society where ‘he belongs, taking into
account and tendency for prices to increase by .inflation or, in’ other words, making cost-of-living

adjustments as and when necessary. If we may say so, thls is a concomitant of the very concept of
pensionary benefit. -

2.18 As is obvious, the concept of pension involves recognition of the principle that there is an
obligation to help the person who was in public employment and had reached the age of superannua-
tion or been incapacitated from rendering further service. At the same time, as has been explained in
Encyclopaedia of the Social Sciences, volume eleven, “administrators and civic leaders interested
in the improvement of government services formulated the idea of the pension as an eﬂiciency device,
necessary for the orderly and humane elimination of superannuated and disabled emp yees no Jonger
able to function efficiently, for the proper operation of the system of promotxons, for the attraction
of a better type of employees and for the improvement of working morale.” " The concept of pension
is thus not restricted to the benefit which accrues to the employees personally but is more pervasive,

2.19 Before proceeding fur'ther, we think it will be advantageous to extract the fdllowing paragraph

also from the *Encyclopaedia of the Social Sciences, volume eleven,‘ on the doptrinal
approach to the question of penswns, : " '

“A doctorine recently advanced and more far reaching in its lmphcatxons rcgards the pubhc
service as the logical pioneer in the meeting of the old 2ge problem as it affects the wage
earner in modern society. This doctrine considers a pension as a compensation paid to
the employee for the gradual destruction of his wage earning capacity in thé course of
his work. Retirement being a proper charge against the employee’s entire period - of
active service the employer should make contributions toward the employee’s ¢ sventual
retirement during each year of service of the employee, in a manner similar to that in
which he annually sets aside a reserve against depreciation and obsolescence of bis plant

and machinery. Pensxons, according to this doctrine, are an absolutely mdxspensablc
complement of wages.” :

2.20 But even though the government service pension scheme in our country is non-contnbutory,
it has been contended, agam by way of doctrinal approach, 'that this is not really so and that some
allowance is made for the missing contribution while determining the salaries. ‘We do not, however,
consider it necessary to pursue any such inquiry for purposes of our report. o

2.21 The fundamental question, however, remains: What is the aim of pensions?

®* Page 67
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Professor Harry Calvert, in his “Social Secunty Law"”, second edition, has staried the chaptcr
(9) on “Retlrement Pensions™ with the basic truth that “‘the most predictable source of need is the
mabxhty to provide for onéself due to old age. One may, with luck, live and yet avoid unemploy-
ment or ‘widowhood—not senility”.. Man is therefore lookmg for means to provide economic sccuri-
ty in the fall of his life and that stands out as the prime aim of pension. It may be that a prudent
person may make some personal savings, and it may also be that retirement is postponed for a while,
“but these are partial solutions in given cases and cannot be of universal application. Prices undergo
change ‘and if it is an upward trend, asis. lrkely, the aim of pznsion should also be to maintain its
level as far as possrble. . T

2 22 But is not fevel of hvmg also of 1mportance? Speaking generally, the pensroner is an elderly
person, and it may well be that his family responsibilities have lessened with the passage of time, but
should it not, all the same, bs the aim of pension to provide a. reasonable standard of living to him
-and h1s famrly" Medrc"tl facilities often become more and more necessary and costly as age advances.
It may therefore be sard with some justification that provision of such facilities should also be the
’ alm of a pensron scheme _But that will largely depend on the capacity of the State to provrde for
them. “We content ourselves by saying that the aim of pensions is both social and economic and
- while the government tries to do what it can, it will not be unreasonable to expect that the employee
will behave like a prudent man and make such additional provrsxon for the dxscharoe of his responsr-
brhtres in old. age as may be necessary ~

2 23 We do reahse that it is not always possible to foresee the socio-econemic changes and it may
well be that they may cause severe dent in the plans of an employee. It may therefore be reasonable
to expect ‘that a scheme of pensron adjustment may be thought of in advance. In the case of employ--
“ees of the government ‘it will be reasonable to expect that the method of adjustment will be lnsprred
by consxderatrons of falmess and social justice within the resources of the State
2. 24 “That leaVes the content of ‘pension for consideration. At the inception, dating back to olden
trmes, pension was essentially a grant by the employer for ssrvice rendered, or as a matter of patro-
¢ nage Pensron is now as of right, and/or by purchase or contribution according as the society has
developed or the individual has thought it proper to plan for his old age. But pension of the type
defined by us for purposes of our examination and report is restricted to periodic payments for past
" services rendered by the employee himself or by the spouse or parent of the beneficiary. The bene-
fits' are of vanous kmds and we shall refer to them elsewhere.
A
1 2:25 As the basrc purpose of a scheme of pensions is to give the employees and, through them, their
* families; thc confidence that they will not be left in penury when the bread-winner retires from ser-
' vice or,is incapacitated or dies, and that the State will help thém to maintain a level of living which is
“not far below the level to which they had been accustomed, certain other expectations may be said to
. arise: " These expectations may not be obligatory, or even consequential, but it may bz difficult to
“"say that they are unreasonable. . Thus, the expectation that the employer will try to provide some
medical help will not be unjustified. The extent and degree of that help may depznd on the.capacity
or resources of the employer, or the facilities available at the place where such help is required, but
help to an diling’ retrred employee may be said to fall within ths content of a pension scheme. . So
also, it-will not be unreasonable to expect that where the employce dies while in the service of the
~employer, of as a result of an ailment or injury arising out of employraent, the employer will provide
the dependants with a family pension for such length of time or period as the circumstances of the
- family may require. Allied with this is the concept of group insurance. A progressive and forward
looking employer may think of benefiting his employees by providing or encouragmg some such
scheme to supplement the benefit ansmg out of pension. :
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2. 26 ‘Where the conditions of service of an employment are rigorous or less advantageous or re-

- quire the employees to retire at a very carly age, the employer may think it necessary not only to give
them certain specified facilities after retirement, but also make genuine effort for their rehabilitation
in other employment or occupatlon Then there are certain employments where the employer -
(like Railways) may think it reasonable and practxcable to provide limited travel and transport faci-
lities to thexr retlred employees

2.27 The ‘content’ of pensxon is therefore vanable according to the condmons -of the service, thel
reasonable expectations arising out of it and the resources of the employer. In a well developed
society, where social sccurity and welfare is becoming an ever growing obligation of the State, the
content of “pension’ is also growing from day to day. Infactin some countries like United K.mgdom
the right of pensioners of and above the age of 80 to an extra provision for the extra and longterm
needs of the aged, was recognised by way of ‘age addition’. The content of social security ‘pension’
is therefore ever widening as it should. ' —_ T

2.28 Broadly speaking, there are two methods available to the employer to ‘meet his financial 'c‘o'm-‘ ‘
mitment for pensions: the “pay-as-you-go” (PAYG) or current disbursement approach, and the :
“funded” plan approach. Under PAYG, the employer pays each retired worker his pension-as each
payment becomes due, the outlay being provided out of current operating income, and it 1streated as
part of wage or salary costs. Thatis the approach adopted in our country for payment of the pensions
of central government employees. It is the State, or the socicty as a whole, which supplies ths -
resources for payment of pensions from its revenues. Under the “funided” plan approach, the em+
ployer estimates the amount of future expenditure on pensions and sets ‘aside. the necessary funds
for it. In most developed countries, the funded plans are contnbutory Tzt
IR I

2.29 Thus, in its meaning, concept and content payment of ¢ pensxon is an eﬁ'ort by the employer
to give what he can to one who has served him, or to his dependents. A benevolent or good employer
makes an honest effort to maximise the benefit and is able to obtain- efﬁcxent service..  The other
employers get less in return and are often enmeshed in difficulties. '

FI

P b add A

2.30 But with the best of effort and intention, the task of determining pension is difficult; . It has
to be appreciated that the management of a large organisation with.five million employees is not an
easy task, and government may be better understood as a large, complex, public organization and not
merely just another large organisation. The determination of terminal benefits of so many employees
will be difficult without first deciding what they should provide. "Irving H. Dearnly, while, writing
for “The Unfinished Agendafor Civil Service Reform-—Implications of the Grace Commission
Report™ (The Brookings Institution, Washington: D.C.), obszrved that a rctire mént plan should”
be intended to provide an orderly means of retirement for older employees ‘His ‘views*have

been summarised as follows,— P

B o Lo

. “The plan should provide a measure of financial security that is on the average competitive with .

that provided by major competitors for employment. It should take into consideration both
social security and some portion of personal savings so that the system approximates the income
needed to maintain the preretirement standard of living for career employees without being
excessive. In addition, the retirement system should consider an employee’s contribution:to
the organisation in tcrms of years of service and the employee’s salary at the point of reurement

Furthermore, the system should be favourably regarded by employees and retu'ees .

We subscribe to these objectives, but they have been stated in general terms. ¢ -

* Page 60 o
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2.31 The question is: what fastors should be taken into consideration for determination of pen-
sion? The Third Pay Commission** made a mention of the “principles governing grant of pension®.
In paragraph 31 of Chapter 60 on “Death-cum-Retirement Benefits”, they stated that there were
“certain underlying principles goveming the grant of psnsions” and followed that up by saying that
an employee was not eligible for pension unless the qualifying service was paid for and was rendered
in a post under the government and the employee was the holder of a substantive appointment at
the time of retirement, that pension was not sanctioned as a matter of course and the sanctioning
uthority had the power to make such reduction in the amount of pension as it thought proper, and
also that future good conduct of the pensioner was an implied condition of every grant of pension
and its continuance in future. If we may venture to say so, what the Third Pay Commission men-
* tioned were rules for ‘eligibility’ to claim pension, or ‘conditions’ for grant of pension, but they may
not, perhaps, be said to be the ‘principles’ for the grant of pension. We realise how difficult it is to
find out and enunciate the fundamental or essential nature of ‘pension’, or its doctrinal approach.
We have made a mention of the meaning, concept and content of ‘pension’ to the extent we could,
but what we have mentioned is not a statement of thz principles governing the grant of pension. As
in the case of determination of pay; we. feel that it will serve our purpose if we simply mention the
‘factors’ which should be taken into consxleratxon in determining pension and we content ourselves
_by doing 50. : ’

2.32 The age at which various categories of employees of the central government retire, is one of the
factors to be taken into consideration for determining pension. Thus, if an employee retires at the
early age of say 33 years because of th= exigznciss of his service and for no fault of his own, it is a
factor to reckon whether his pension should not have an element of compznsation for his predicament
for he is left without employment at a very early age when he may not have been able to meet his
family responsibilities and make adequate provision for his life after retirement. On the other hand,
it will also be a factor to reckon that he will have better prospects of employment at the early age
of 33 years than a person retiring at the age of 58. The age of the employee is therefore a factor
to be taken into consideration in determining pension. o

2.33° The state of health of the employee is another factor. Thus, if an employee is retired because
of ° physical disability, it will be worth examining whether the disability arose in the course of em-
ployment and because of it, or it had nothing to do with his employment or its nature. But even
‘where the disability is unconnected with the employment but is substantial, a kind or good emplo-
yer may take a compassxonate view in provxdmc appropriate relief i in such cases.

2 34 Another factor to be taken into consideration is length of service of the employee Thus, a
person who retires after 30 years of service or more, will be justified in thinking that he is entitled to
more pension than a person who retires after 20 years of service for if pension is given for past service
of the employes, it is natural to expect that it will increase with every appreciablz increase in its span.
Higher pension is, in fact, often regarded as an incentive to long service. It may z2lso be that the
rules or conditions of service of a person may provide for his retirement at an advanced age when
there may be no prospect of his reemployment or no means for adding to his income. It will not
be unreasonable for such an employee to hope that these circumstances will be taken into considera-
tion in determining the pension. .

2.35 The pay which an employee gets, is also a relevant factor for, as has been stated in “Public
Sector Pension” by Gerald Rhodes*, pension “aimed to provide in most cases an allowance some-
‘what smaller than the pay which the man had been receiving”. Pension is, in fact, often calculated

#* Report of the Third Central pay Commisslon, Volume IV Chapter 60, pege 46.
* Page 47
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on the basis of pay last drawn, or the average pay over a prescribed number of years of service. Some
good employers niay think of going to the extent of granting a pension equal to the pay last drawn
by the employee. But the amount of pay is a factor to be taken mto consideration.

2.36 The state of development of the society in which the employee serves is another 1mportant '
factor which bears on his pension. For instance, in England where the institution of pension started ‘
as a service benefit for certain special groups like Civil servants, the State ultimately intervened to
provide pensions for the citizens generaly. All were to contribute and all were to be entitled to the
benefits cf the scheme, and as a White Paper* put it, that gave “‘concrete expression....to the soli-
darity and unity of the nation”. Public servants were thus brought for the first time within the scope
of the State insurance, paying contributions and receiving benefits on- the same terms as everyone
else. That, in fact, took the pension of the lower paid staff very near the retiring salary. So the
economy of .the State is a factor which bears on determination of pensions. Connected with this is
- the other factor whether the employee is entitled to any other social benefit in addition to pension.
It will be reasonable to take that also mto consrderatron whxle exammmg the suﬁicxency or othervnse
of the pensionary benefit.
2.37 The political philosophy to which the State has committed 1tself is also’ a relevant factor.
Thus, in a country like ours where the Preamble to the Constitution tself declares that the people
had solemnly resolved to constitute it into a *“Socialist” democracy and to secure to all of the its citi-
zens “Justice, social, economic and political”, it will be quite reasonable to hope that an honest effort
will be made to achieve that objective. We have referred to this and the Directive Principles of State
Policy mentioned in Part IV of the Constitution while dealing with the factors which should be taken
into consideration in pay determination, in Chapter 7 of Part I of our Report and itis not necessary
to refer to them again. So if securing a Tliving wage’ to all workers is an endeavour to make; and if
we have the will to inch towards that ideal even though ‘it is known to be elus1ve, we shall be justified
in remembering it while considering the question of determlnatxon of pensions.” We should not,
however, be understood to say that pension should be a living wage. ' 'We have not said so even in
the case of pay, and could not possibly say so in the case of pensron - All that we want to convey is
that the political phxlosophy of the State is also a relevant factor 1n determmatlon of penston

2.38 In some countries, some pensmns are contnbutory, or, at any rate, some separate schemes of
pensions are contributory. People subscribe to such schemes because of the additional benefit they
provide. It may also be that by providing for some element of contribution to an otherwise simple
service pension like the one admissible to a government employee, a higher pension may be admissi-
ble to him. Such contributions may be optional, or compulsory, and may -or may not provide
tax relief. But the existence of such schemes may be a relevant factor in dcterm1nm° what Wlll be
a proper or a suitable scheme of pcnsxons : ' ;

2.39 Thenitis also of relcvance to take into consxderatlon any beneﬁt that may be avallable in addr-

tion to pension, after retirement. Thus, if gratuity or free or concessronal medlcal ‘treatment is ad-

missible to a pensioner, or if he is entitled to the supply of provisions (or some of them) at a concess-
: 1onal rate, that also is a factor to reckon :

2.40 Whether prowsxon has been made for widows is quite a serious questlon in these dayS when a
comprehensive view is taken of the pensronary benefit. Where such a benefit exists, the employee
may content himself with a lesser pension for himself. Widows, no doubt, try to take up employ-
ment, but the benefit of a pension for them, or for the family is an attractive . benefit by itself and
deserves to be taken into consideration. : = :

* Social Insurance. Part 1, H.M.5.0. 1944
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2.41 Traditionally, pensions were unalteruble, but that was because the value of money was stable.
Now that this has ceased to be so, a serious question for consideration is whether pensions should be
adjusted in line with rise in cost of living, or inflation. It has to be appreciated that while a pensioner
and an incumbent employee both suffer from erosion of the real value of his income, the pensioner
is less equipped to find a remedy because of his age and other disabilities to make good the deficit.
It seems therefore that there is no escape from the concept of adjustment in view of the persistent rise
in the cost of living, and we feel that the sooner this is realised, the better. What should be the
extent to such adjustment, is another matter and depends on the magnitude of the problem and the
resources of the employer. But if the concept of revalorisation is accepted as a factor in the deter-
mination of pension, it will provide greater relief and satisfaction to the employees and reduce indi-
vidualuncertainty, Asis obvious, a person may be willing to accept a somewhat lower rate of pension
calculatron lf he is assured that its value will not decline appreciably. -

: 2 42 There has been a steady i increase in the number of penstoners And that trend is likely to
* continue not only because of the steady growth in the number of central government employees but
also because of higher expectancy of life in general. The resources of the employer are therefore of
prime importance in determining the quantum of pension in a pension scheme for the obvious reason
that no employer can be expected to pay what it cannot afford. We had occasion to deal with this
aspect of the matter in Chapter 4 of Part I of our Report. 'Some countries have thought it necessary
to examine the workrng of their pension schemes, not only with reference to the arrangements for
their funding but 2lso because cf the desire to provide a better alternative wherever possible. We

‘ have made a reference to the PAYG (pay-as-you-go) method instead of funding. It may be worth-
while mentioning that in its recent Green Paper on Social Security, the British government has pro-
posed the phased abolition of State Earnings Related Pensions Scheme (SERPS). That has been
done not merely because of its future cost but also with a desire to‘‘reinforce personal lndependence

..widen people’s opportunity to make their own choice [and]. .. .encourage. ..carning and saving”,
We do not have SERPS or any scheme like it in our country, but the objective behind the Green
Paper is there to ponder over. - It is also remarkable that while the Social Security Act of 1985, pro-
fessed to amend the law relating to occupatxonal pensrons, etc., the Green Paper on Social Security
came soon on its heels. Its purpose was, no doubt, to raise a debate on SERPS, but it highlights
hosking’s* observation that “‘Britain is a country of changing attitudes”. We may not think of
such quick changes in our perception on pensions, but we should not at least think of giving a much
too ngld or circumscribed meaning to ‘pension for, as it happens, it is the last resort of a person who

 has gnen hls best to his employer and has nowhere else to look for his sustenance

2.43 One more factor deserves particular mention. It has been declared to be the law of the land
in Nakara’s case that pensioners form a class by themselves and this class is not divisible for purposes
of entitlement and payment of pension into those who retire ‘before’ and those who retire ‘after’
certain date arbitrarily fixed for the purpose. Any such classification will be unrelated to any prin-
ciple and will be dlscnmmatory and violative of article 14 of the Constitution. This being the law,
 the factor to reckon is that if the formula for computation of pension undergoes a change, it will
- work back for the benefit of those penswners who had retired earher and were not entltled to 1ts beneﬁt
when they retired. .

2.44 But whatever the scheme of pension, care will have to be taken to ensure that it is not such as
to act as a disincentive to savings or breed waste or extravagance or undermine the incentive to work,
including re-employment or part-time work wherever available. It may, in fact, be in the interest
of the society that the State should explore the possxbxhty of utilising the experience and expertise
of its good and able pensioners as best as possible and it will not be unreasonable to expect that the
pensioners will look on such opportunities not merely as means for earning what they can but for

¢ Pcnsion Schemes and Retirement Benefits, third edition, page 1.
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servmg thelr country even in “fetirement and making good use of their capacity capablllty as use- -
ful citizens of the society. At any rate that may serve as an opportunity to avoid mdmdual frusua.

tion and ebbmg self-conﬁdence ‘ 3 .
."2.45 Allmall good pensnons, hke any: thi aod L
| retlred hfe e Y ng g should beearnedl\workmg hfe and valued durmg S



CHAPTER 3
PR  RETIREMENT BENEFI'I‘S OF EMPLOYEES UNDER STATE GOVERNMENTS

3.1 We are reqmred to examine th° pcnsxon structure for pens:oners—both past and future—
kaving regard, among other relevant factors, to the retirement benefits available to employees of state
governments, etc. We therefore considered it necessary to take note of retirement and post-retire-
ment benefits admissible to state govemment employees

3.2 With a view to collecting the information from the states in regard to pension structure and
- related matters, a proforma was devised and sent to all the state govermnents for completion. We

have received, inter alia, information on different kinds of pensionary benefits available to state govern-
" ment employees. Most of the state governments have generally been following the central govern-

ment pattern for grant of pensionary benefits to their employees. Even changes made from time

to time in various rules with regard to these benefits by the state governments appear to have been

influenced by the improvements made by the central government. Some of the differences in the
- pensionary benefits of the state govemment employees have been dxscussed in the succeedmg para-
_ graphs.

3.3 The benefits available to retiring state government employees are pension, gratuity, leave encash-
“ment and commutation of pension. There is also provision for payment of family pension. The
concept of reckonable pay in the preceding ten months is generally being used in the determination
of pensicn by the state governments. The governments of Karnataka, Orissa and Rajasthan take
into account the last pay drawn instead of average pay of 10 months for determining the amount of
pension, whereas Gujarat government permits averaging to be done on the basis of emoluments
‘drawn in the last 10 months or 20 months or 36 months whichever is beneficial to the employee. In
regard to qualifying service for earning full pension, which is generally 33 years, the governments of,
Jammu and Kashmir, Kerala and Nagaland permit full pension for qualifying service of 30 years

3.4 The determination of pension on slab system is prevalent in most of the states. In Haryana and '
Karnataka, the pension is worked out at 50 per cent of the average emoluments and last pay drawn

- respectively. In Sikkim, the rate of pension equals average pay multiplied by the number of complet-
ed years of service divided by 80. Most of the states have prescribed both the lower and the upper
limits of superannuation pension. The minimum pension ranges between Rs. 150 and Rs. 334 per

‘mensem at varying index levels under the state governments. Most of the states have an upper ceil-
ing of pension of Rs. 1500 per month as was the position under the central government before March
31, 1985. The upper limit on penson was Rs. 1750 per month in K.erala and Rs. 1100 per month
in Meghalaya.

3.5 Most of the states allow commutation of pension to their employees. In Kerala, 50 per cent of .
the pension is allowed to be commuted whereas it is generally 1/3rd of the pension in other states.
Restoration of commuted portion of pension is not permitted under central government. However,
a number of states have permitted the restoration of commuted pension after the stipulated period
ranging from 10 to 15 years or on attaining the specified age of about 70 years or so.

3.6 Most of the states are following the central pattern for payment of gratuity. The maximum
amount payable on retirement/death in Andhra Pradesh is Rs. 30,000; in Assam, Gujarat, Haryana
and Meghalaya, Rs, 36,000; in Jammu and Kashmir and Tripura Rs. 40,000; in Kerala, Rs. 45,000
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and in Sikkim, Rs. 25,000. In Haryana and Punjab, Payment of gratuity is based on 17 1/2 months
emoluments for class IV employees. In Madhya Pradesh, maximum gratuity payable is limited to
15 months emoluments while Andhra Pradesh allows payment of gratuity to a maximum of 20
months emoluments. :

3.7 Most of the states are following the central pattern for grant of family pension with a ceiling.
Some of the states have not adopted the slab system followed by central government for calculation
of family pension. - In Haryana, the family pension is calculated at the rate of 50 per cent of normal
pension subject to a minimum of Rs. 125 and a maximum of Rs. 500. In Orissa and Tamil Nadu,
the normal family pension is 30 per cent of the last pay drawn whereas in Madhya Pradesh, the family
pension is calculated at the rate of 50 per cent of the last pay drawn or of the amount of - perision
calculated by giving weightage for service the employee would have rendered till superannuation.

3.8 The post-retirement benefit generally given to pensioners is dearness relief on pension: - Most
of the states appear to be providing dearness relief to their pensioners on a basis similar to that provid-
ed under the central government. However, in Tamil Nadu, the relief to pensioners is given on _the -
same basis as for serving employees. There is considerable variation in regard to the medical ‘facili-
ties given to pensioners under the different state governments. ‘ R

3.9 Thus, we find that the retirement benefits in different §tafes are generally on the existing' central
government pattern except in regard to the restoration of commuted value of pension. We have kept
this in view while formulating our recommendations for central government employees and pensioners.
. . . . . . . ’ . o . o o :

.27
23 Fin|86—$



CHAPTER 4

A RETIREMENT BENEFITS OF EMPLOYEES IN PUBLIC
St T SECTOR UNDERTAKINGS :

4. 1 We are requlred to examine the pension structure for penswners—both past and future—
having regard, among other relevant factors to the retirement benefits available to- employees of
the public sector undertakings, State Governments, etc. The benefits available to employees of
public sector undertakings. (PSU) at the, time of retirement are mostly in. the form of employer’s
‘contribution to’ prov1dent fund gratulty and facilities for leave encashment. Family pension. scheme
‘has also been adopted by some of the PSU under the ‘provisions of the Employees Provident Fund
and Mlscellaneous Provxslons Act, 1952; this scheme is different from the famlly pension scheme
apphcable ‘to Central Government employees -

4.2 As already mentioned in Part I of our report, the term PSU does not appear to have been
defined as such. We have restricted our examination to the undertakings covered by the Public
"Enterprlses Survey of the Bureau of Public Enterprises and a few financial institutions including
"insurance corporations. With a view to collecting information from PSU in regard to retirement
benefits and other related matters, a proforma was sent to them. We recelved information from over
150 institutions.

4.3 The .employee's in PSU are mostly governed by the contributory provident fund scheme
(CPF). The CPF and other retirement benefits are available to public sector employees under various
clauses of the Employees’ Provident Fund and Miscellaneous Provisions Act, 1952 as amended from
- time to time. The Employees’ Provident Funds scheme framed under the provisions of this Act
stipulates that a contribution varying from 6.25 per cent to 8.33 per cent of the monthly salary (basic
‘wages plus dearness allowance) together with a matching contribution from the employer will be
deposited in a public fund to be operated by the Central Government. The rates of contributions to
CPF (both employees’ and employers’) are mostly either 8 per cent or 8.33 per cent of the monthly

salary. The present rates of interest on accumulations in provxdent fund range from 10 to 12 per cent
with a few exceptions. :

4.4 A few PSU have limited pension schemes. These are : (i) Bharat Process and Engineers Ltd.,
(ii) Garden Reach Ship Building Engineers Ltd., (iii) Lagan Jute Machinery, (iv) Madras Ferti-
lizers Ltd., and (v) Madras Refineries Ltd. Even in these undertakings, the pension schemes have
some limitations/restrictions e.g. pension is in lieu of gratuity in scme cases, in some other cases
it is restricted to clerical staff only. The Madras Refineries operates a pension fund wherein the
annual contributions are made only by the employer and the pension is payable to all employees
including officers. The information given by Madras Refineries in this regard is at Annexe 4.1.

4.5 There are a few PSU where the staff originally came on deputation/transfer from Central
Government departments. Such s_taff have been permitted to retain their pensionary benefits. Exam-
ples of these are Food Corporation of India, Hindustan Salts Ltd. and Central Coal Fields Ltd.

4.6 Many of the PSU have introduced in 1971 a family pension scheme for employees dying
in harness. The benefit of deposit linked insurance scheme has also been extended to the employees
of PSU in 1976. The family pension is being paid under the provisions of Employees’ Family
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Pension Scheme, 1971 formulated by the Central Government under the provisions of Employees
Provident Fund and Miscellaneous Provisions Act, 1952. The details of the scheme are given in |

sthe Annexe 4. 2

4. 7 BeSIdes the CPF and family pension benefits, the public sector-employees also bave a-gra-
tuity scheme framed under the Payment of Gratuity -Act, 1972. Gratuity is. payable on completlon
_of continuous service of 5 years on superannuation, retirement, resignation and death durmg service.

Amount of- gratuity is calculated at the rate of 15 days® wages for the last month for every completed
-year of service or a part thereof in excess of 6 months.- The maximum gratuity payable is- limited-
_to 20 months salary Le. basic pay+DA. A few undertakings follow the Central Govemment pattern
for payment of gratuity, wherein the gratulty amount is restricted to 16-1/2 months’ salary There
is no ceiling on gratuity amount in the insurancé corporations viz. General Insurance Corpora-
tion, Life Insurance Corporatlon etc.

48 In regard to post-retirement benefits, there are a few undertakings which permif medical
treatment/reimbursement on payment of specified rates of contribution by the retirees. ‘

"
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ANNEXURE 4.1
(See paragaph 4. 4)

" Details of Penszon under Superannuatzon Scheme in ‘Madras Reﬁnertes Lid., Madras
The Table below indicates the Fund. for each employee,—

v
H :
%

The Deferred Annuity—with return of premtum scheme rates—smvle premzum —from 1- 11 1974—
* adjusted rates -

Deferred period . L Factor .
i - 1.000000 1.000000 .
L2 1.039728 - 2.039728-
'3 1.125226 - 3.164954 .
4 1.207933 4.372887

' 5 S .1.292474 5.665361
.6 ~ 1.380758 7.046119
2 1.473861 8.519980
8. 1.572154 10.092134
-9 1.676418 11.768544
10 1.787406 13.555950
11 1.904907 15.460857
12 2.030210 17.491067
.13 2.163612 19.654679
14 2.305103 21.959782
15 2.456037 24.415819
16 2.6165 27.032319
17 2.787845 29.820164
18 2.969474 32.789638
19 3.163756 35.953394
20 3.369045 39.322439
21 3.589762 42.912201
22 3.823361 46.735562

23 4.072822 50.808384 -
24 4.338583 55.146967
25 4.6215 59.768467
26 4.921018 64.689485
27 5.243014 .69.932499
28 5.581291 75.513790
29 5.948486 : 81.462276
30 6.334326 *87.796602
31 6.743998 94.5406
32 7.18236 . 101.72296
33 7.656795 . 109.378755
34 © 8.153282 117.532037
35 8.678296 126.210333
36 9.240436 135.450769
37 9.851246 145.302015
38 10.481082 155.783097
39 11.173.184 166.956281

40 11889193 178.845474
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7 The First column indicates the term of future service, The second column gives the amount
to which a unit premlum accumulates to at the end of the number of years indicated against the same.
The third column gives the amount to which payment of unit premium every year for the appro-
priate term will accumulate. For example, an employee, whose date of birth is 1-8- 1953, joins the
Jsuperapniiation scheme on 1-11-1978, his future service is 33 years (retirement age 58 years). Let
us assume the company contributes Rs. 500/- as on 1-11-1978. On a reference to the Table for term
‘33 years, it can be seen that the payment of Rs. 500/- would accumulate to Rs. 3,827.90 (7.65595 x
500) on pormal retirement date. Let us assume that the contribution in _respect of the member
increases to Rs. 550/- per annum from 1-11-1979 opwards. As on- 1-11- 1979, hrs term of ‘future
‘service would be 32 years. Refernng to the third column of the Table against the term 32, it is seen
that a payment of unit premium every year for 32 years would accumulate to 101.72296. Assuming
that the premium remains constant at Rs. 550/- per annum from 1-11- 1979 these premia would
accumulate to 550x101.72296=55,947.63. The total accumulation in respect of the member
would be Rs.-55,945.63 +Rs.3,829.90=Rs. 59,775.53.. The i pensxon per annum payable monthly
for 15 years certain and life thereafter for retirement age 58 correspondmg to an accumulation of
Rs. 1,000/- is Rs. 85.80. Therefore, the member would be eligible for a pension of. Rs. 59,775.53/
1000x85.80=Rs. 5,128.74 per year. The monthly pension is 1/12 of this amount, viz. Rs. 427.39.

Alternatively, with the same dates of birth and joining the scheme as above, ‘and -if the' Tom=
pany’s contribution as on 1-11-1978 is Rs. 1 000/- and the anpual contribution from 1-11-1979 is
changed to Rs. 1,100/- then the monthly pension payable is Rs. 854 79. This pension is payable
for fifteen years certain and thereafter for life. A covered emp]oyee -at his option, can commute
upto 1/4 of the pensnon amount and the uncovered employee upto 1/3 of the pension amount
If commutation is opted, then the monthly pensmn will get correspondmgly reduced by 1 /4 in the
case of covered emp]oyees and by l/3 in t.he case. of uncovered emp]oyees. .

- . . AT S PR ST
S SO SR
NI . i

Source }‘d?de; from Brochure on Gratuity-cum-Superannuation Scheme issued by Madras Refineries Limited, Magali,
S.
‘ 3r



- ANNEXE. 4.2

(See paragraph 4., 6)
Sallentfeatures of the- Famxly Peuszon Scheme 1971 formulated by the Central Government in exerczse
of tbe powers under Sectzon 64 of the Emplovees Provzdent Fund & Mzscellaneous Provisions,- A ct
1952, 00 v S T . 3 -
Accordmg to the Scheme, from an out of the eontnbutlons payable by the employer and the
emplbyee 10’ the CPF a part representmg 1- l/6th per cent of the employee’s pay (i. e. basic pay" pIus
dearness al]owahce) a]ong wrth an equlvalent amount from and out of the employers™ contribution
‘is remltted tq ‘the Famr]y Pensxon Fund ‘Account mamtamed as a public account by the central
vovernment Tbe centra] govemment also contnbutes at the rate of 1-1/6 per cent of the pay of the
’members of thé fund to this account: Monthly rate of family pension in the event of death before the
age of, 60 years is, 30 per cent.of pay subject to a minimum of Rs. 60 and a maximum of Rs 320
- for’ employees in hlgher pay. brackets ‘The abave pensron becomes admlssrble only if the emp]oyee
had’ contributed to the. family pensron fund for a penod of not less than one year. In the event of
deatIi ‘of an employee after havmg been a member of the fund for at least 7 years, the famr]y pension
a,yable, shall be at 50 per cent of the last pay drawn limited to twice the family pension ordmanly
payable, fora penod of 7 years from the date of death or till the employee would have attained the
age of 60 yéars, whichever is earher, A lump-sum of Rs. 2,000 as life assurance benefit is also payab]e
over and above the family pension to those familiés which are not entitled to the enhanced family
pension rates. There is no provision for payment of a family pension in the event of death after
retirement, as is the case in the central government. All employees on attaining the age of 60 years
or on cessation of membership from the pension fund are entitled to withdrawal benefits according



CHAPTER 5 =: -, e "zm: o :v‘,_.ﬁ
RETIREMENT BENEFITS OF CIVILIAN E‘VIPLOYEES

5 1-'The retlrement beneﬁts admxss:ble to cmlran central government employees mamly conSrst
of a superannuation or retiring pebsion, death cum-retlrement gratuity (DCRG)/, encashment of
earned leave and facrhty to commute a portion of pension.’ Employees who have opted for contn-
butory provrdent fund (CPF) scheme aré paid CPF accumulatrons and cash eqmvalent of earned
leave. However, railway employees’ who have opted for the CPF scheéme niso get, in* addmon ‘the
bepefit of special contribution-to provident fund .scheme which is in the nature of DCRG We have
dealt with commutation of pension and the CPF scheme elsewhere. Encashment of earned leave on

a

retirement has been deait within "Part T of our report. AL ST N et

5.2 The main features of the system of s'uperannuation/retiring pension are ). : thaf pénsion is
_non-contributory: (ii) it is liable to be with beld in certain circumstances; and (jii) it js ~Subject to
future good conduct of the pensioner.. T e

5.3 The main elements which go into computation of pension are the length of qualifying service
of the retired employee, his reckonable emoluments-and the penswn formula, There are also orders
prescribing a minimum penslon The rules.and regulatlons governing these have been modrﬁed from
time to time mainly for improving the pensronary benefits of employees These changes have been
made by government on its own or on the recommendatlons of Pay Commrssxons, : e ,‘ ‘ ,
5.4 Prior to coming into force of Liberalised Pension. Rules, 1950 (LP rules), only permanent
service was treated as qualifying service. However, in the light, of the recommendatlons of First
Pay Commission, it was provided under these rules that half the temporary servrce ‘and full quastl-
permanent service, if followed by permanent service, would also’ count for pension. This position
was further liberaliséd from April 22, 1950 when the entire temporary service, which was- followed _
by confirmation was allowed to be treated as qualifying service for pension,. Under the LP rulee
- only periods of earned lcave taken by the employee counted for penslon. This posmon was agam
“liberalised from April 1, 1963 and it was decided that periods of leaye for. Whl(.‘h the employee, was
paid leave salary would count as quahfymo service. In 1968 and 1976 even: extraordmary lea.ve
granted on medical certificate or for prosecutmg hrgher tecbmcal and ccxentrﬁc studres,~etcj was
'allowed to. count. as quallfymg servxce. U : ;,- f A T S LN S PO

5.5 Prior to Apnl 17, 1950 group D employees were elxglble for penslon only after completlon_
of 20 years qualifying service, while other employees quallﬁed for penslon on completron ‘of 10
years of service. This disparity was removed in the LP rules and. all employees were made eligible
for pension after completmg 10 years quahfymg service. . P _A.,«.-.-,...‘;.;:

5.6 Average emoluments which are taken mto account for calculanon of penslon have twO a“PECfS
viz., (i) the period over which the average is worked out, and - (ji) -The elements of pay which form
part of the emoluments. Earlier, pension was determined with rcference to average, emoluments
~drawn during the last 36 months of the cmployee’s service. The position was liberalised with effect
from February 29, 1976 when the period of 36 months was re ‘duced to 10 months. As regards d’e
elements of pay to be included in emoluments, the provision in the LP rules was that anly pay drawn
- gainst a substantive post was treated ‘as emoluments. However, the rules in, this regar d- were l'b"'
 ralised twice, once from April 22, 1960, when substantive pay plus | half of the dxﬂ'enence between
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the substantive pay and the pay actually drawn in officiating or témporary appointment was reckoned
- as emoluments, and again from June 15, 1968 when all types of pay as defined in FR 9(21) (1nclud1ng
officiating pay) was reckoned as emoluments.

5.7 Earlier, full pension admissible was equal to 30/60 of emoluments on completion of 30 years
of qualifying service. This was reduced to 30/80 of emoluments in the LP rules. The reduction was,
however, compensated by grant of DCRG at the rate of 9/20 of emoluments for each year of service
subject to a limit of 15 times of the emoluments. Some rmprovement in this respect was made by
* the Third Pay. Commission when on completlon of 33 years service, full pension was made
equal to -33/80 'of. emoluments. A major. change in the formula was, however, made with \effect -
from March 31,-1979, when it was decided that on completlon of service of 33 years or more, the
pensron would be calculated accordmg to the slab system as 1nd1cated below —_

Average emoluments _”" ' : : :Amount of monthly pension
(1) Upto ﬁrst Rs 1000/- - --50 per cent of average emoluments
(ii)- Next Rs 500/- Cot e . . - 45per cent of average emoluments
iy Balance * - - v 40 per cent of average emoluments sub_;ect to a maxi-

~ mum of Rs: 1500/- p.m. including relief on pension
- payable upto index level 328 :

5 8 The amount of pensxon has also been subject to celhngs from time to time.. The eellmg pres-
cnbed in the LP rules was Rs. 6750/ per annum. This was raised to Rs. 8,100/- with effect from
“April 17, 1956, Rs. 12,000/- from January 1, 1973 and Rs. 18,000/- from March 31, 1979 The cellmg
on pension has been removed from' March-31, 1985

5 9 The mlmmum amount of penswn was initially fixed at Rs. 25/- per mensem with effect from
]anuaryl 1964. This was raised to Rs. 40/- from March 1, 1970, Rs. 60/- from January 1, 1980, Rs. »
150/- (mclusnve of rehef) from Aprll l 1987 and Rs. 160/- (1nclus1ve of rehef) from Apnl 1, 1983

5 .10 Thus, at present full pension under the Central ClV]l Serv1ces (Pensron) Rules, 1972 (penslon
rules) is adm:ssxble to an employee on completion of 33 years of service. If the service is less than
-33 years, penclon ‘is proportionately reduced. Pension is not admissible if at the time of superannua-
tlon the service rendered by the employee is less than 10 years. In such case, only service gratuity
1s adm1551ble Entire permanent service, as also temporary service followed by permanent service-
* counts for pension. If the employee remains temporary throughout his service, pension is not ad-
missible except when he has put in 20 years service or more. Dismissal or removal from service
_entails forefeiture of past service and consequent loss of Pens10nary beneﬁts Resxgnatxon from
- servnce also entalls forefelture of past servrce : . :

“5.11° It has been- suggested that the condmon of ‘minimumni service of 10 years for ehglblllty to

pension may ‘be dispensed with and pension paid even where the service rendered at. the time of

retirement is five years or less. A suggestion has also been made that pension should be paid in all
" cases 1rrespect1ve of whether the employee retired on superannuation or was dismissed or discharged.

" Improvements in the existing formula for calculation of pension and for its grant with reference to

" last pay drawn have also been suggested. It has also been stated that if a suitable pension fund is
 created it should be poss1b1e to pay pensmn equal to the last pay drawn without any contribution
| from the employees

"512 We have con51dered the various suggestlons Pensmn confers a long term beneﬁt on an
: employee covering the entlre period of his life and should be admissible only if he has served for a
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reasonably long perrod We do not therefore favour reductlon in the exrstmg requu‘ement of 10
years qualifying service for grant of pension. The normal concept of pension is that it, has .to be
granted when an employee has reached the end of his working life. The ex1stmg rules permit volun-
tary retirement after 20 years qualifying service with proportionate pension and gratuity subject to

fulfilment of certain conditions and we have not recommended any change therem in Part I of our
report. : L

5.13 An employee is dismissed or removed from service if he is found gurlty of mlsconduct or,
misbehaviour of a serious nature. In such cases, the disciplinary authority while awardxng the punish-
ment, takes all the relevant factors into consideration including the fact, that the employee shall
forfeit his pension and gratuity. Such an employee may, if the case is deserving of special consi-
deration, be sanctioned a compassionate allowance subject to specified conditions. We do not there-
fore find any justification for changmg the existing provision.

5 14 At present re51gnat10n from service involves forfeiture of pension. In cases of dlsmlssal-
from service, there is provision for giving pensmnary benefits on. compassronate considerations,-
It is therefore suggested that before resignation is accepted, the full circumstances leadmg to the
résignation may be considered by the appropriate authority so that the question of giving some
terminal benefits on compassronate grounds may also be considered wherever requlred

5.15 Under rule 33 of pension rules the expression emoluments means pay as deﬁned in F. R 9(21) :
We have given careful consideration to the suggestion that pension should be based on the pay last
drawn rather than on the average pay drawn during the last 10 months of service. The calculatlon,
of pension with reference to the pay last drawn may not be beneficial to the employees in all cases.
The existing scheme under which pensron is calculated with reference to average emoluments drawn
during the last 10 months of service, may continue. : S '

5.16 As per our terms of reference we are required to examine the pension-structure having regard, .
among other relevant factors, to the economic conditions in the country, the resources of the central-
government and the demands thereon such as those on account of development planning, defence-
and national security. According to information available the total number of c1v11 and defence
pensioners as on January 1, 1973 and Apnl 1, 1985 were as follows—-— . - ;

. January 1, 1973 ——About 8.00 lakh
April 1, 1985 —16. 64 lakh

We also understand that presently about 1 Iakh employees retire every year Wxth the avarlabllltY,

of better medical facilities, the longevity is gradually increasing. More and more pensroners ‘will”
continue to draw pension for 1ncreas1ngly longer periods. All these factors have to be kept in view.
while considering an improvement in the existing pension formula. ' ‘

5.17 Prior to March 31, 1979, pension was equal to 33/80 of average emoluments for all categorles_
of employees with a ceiling of Rs. 1000/- per month. however, the ceiling affected ‘only a- few em-
ployees retmng from posts at higher level. For bulk of the employees there was a uniformity in the
rates of pensron The slabs system introduced in March, 1979, however, made a distinction between
employees in different pay slabs and prescribed three different rates of pension viz. 50 per cent, 45
per cent, and 40 per cent of the average emoluments.

5.18 A view has been expressed that the existing pensron formula may be ratlonallsed and the
 earlier parity among various categories of employees in this regard may be restored by allowmg 50
per cent of average emoluments as pension in all cases.
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5.19 - The existing pay slabs in the pension formula are related to the pre-revised pay structure.
These would need modification in the light of the revised pay structure recommended by us in Part
I of report. The Parliament has in a recent enactment, namely, the High Court and Supreme Court
“Judges (Conditions of Service) Amendment Act, 1986 fixed a pension of Rs. 4500/-per mensem for
Judges of the Supreme Court on salary of Rs. 9000/- per mensem and a pension of Rs. 4000/- for
- Judges of the High Courts on salary of Rs. 8000/- per mensem. The pension thus payable works out
to 50 per cent of the salary. Keeping this in view and to simplify and rationalise matters, we reco-
mmend that - pension. may be calculated at S0 per cent of pay for all categories of central

govemment employees

5.20 There was earlier a ceiling of Rs. 1500/~ per mensem on pension. In the™ Budget Speech on
March 16, 1985, The Finance Minister, infer-alia, announced removal of the above ceiling. This was
made applicable to government employees retiring on or after March 31, 1985. The benefit of this
has not so far been extended to past pensioners. The precise reasons for removal of ceiling are not
known. We, however, find that subsequently a ceiling of Rs. 4000/- has been fixed on the pension of
ca Judge of a High Court and Rs. 4500/- on the pension of a Judge of the Supreme Court. We there-

‘fore recommend that basic pension for government employees may not exceed Rs. 4500/- per mensem.

5.21 - We have recommended improved pay scales in Part I of our reportasa result of which

~ pensionary benefits should improve for all categories of employees. We have also recommended
that various allowances and benefits to employees should generally be related to basic pay only.

- We are of the view that pension which confers a long term benefit to government employees should
also be related to basic pay. We therefore recommend that the reckonable emoluments for purposes
of retirement benefits should be the basic pay which may have the meaning given in F.R.9(21)(a)(i)
and may not include any addition to pay under any other nomenclature.

" 5,22 The existing pension scheme is non-contributory and is the sum total of various decisions
taken from time to time. We have been informed that government have decided to explore an alter-
native model for pension based on the concept of contributory pension fund. The suggestion for
créating a' ‘pension fund’ with contribution of the government and the employees at certain pre-
determined rates has been made to achieve the dual purpose of ensuring a more liberal pension to
. the employees on retirement and for its protection against price rise. Presently, a Committee is
“engaged in developing a pension plan based on this concept. In evolving a scheme based on ‘pension
fund’, the government will inter-alia have to consider whether the fund should cover only the fresh
entrants to government service or also the existing employees, the institutional arrangements for
management of the pension fund by way of creation of a special trust, employees’ response to the
proposed scheme and all other related aspects.

Service Gratuzty

5.23° Where the total quahfymg service of an employee is less than 10 years at the time of retire-
ment, pension is not admissible but service gratuity is paid in such cases. Service gratuity is paid
equivalent to half a month’s emoluments for each 6 monthiy period of qualifying service upto the
first four years and at 3/8 months emoluments for each 6 monthly periods thegfter. Maximum
gratuity is equal to- 8-1/8 months emoluments. Demands have been made that service gratuity
should be made equal to one month’s pay for each completed year of qualifying service. To rationa-
lise matters, we recommend that service gratuity may be allowed at a uniform rate of half
month’s pay for each completed 6 monthly period of qualifying service below 10 years.

Death-cum-Retirement  Gratuity (DCRG)

5,24 Prior to introduction of LP rules, pension was equal to 30/60 of emoluments and there was
no provision for death-cum-retirement gratuity (DCRG). With effect from April 17, 1950, gratuity at
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the rate of 9/20 of emoluments for each completed year of - qualifying service subject to 2 maximum
of 15 time of the emoluments was introduced. Simultaneously, a reduction’ was made in the pen-
~sion which was fixed at 30/80 of emoluments as against 30/60 admissible earlier.

5.25 The rate of the gratuity was slightly improved with effect from April 22, 1960 and made
one-fourth of emoluments for each completed six months’ qualifying service. Subsequently, from
January 1, 1973, the ceiling of 15 months emoluments was raised to 16} months emoluments. The
ceilings applicable on maximum emoluments reckonable for DCRG, as also  the maximum amount
of DCRG payable, have also been revised from time to time as indicated below:—

Ceiling on :
Date from which
applicable . Emoluments Amount
reckonable of
forpension  DCRG
: Rs. ‘Rs.
April 17, 1950 1500 pm. 22,500
April 17, 1956 : - 1800 p.m. . 24,000
January 1, 1973 _ 2500 pm. 30,000
January 31, 1982 »' - 36,000 ‘
March 31,1985 4000 pm. = 50,000 - R

The present position is that gratuity is aid at 1/4th of emoluments for each completed 6 monthly
period of qualifying service subject to a maximum of 164 times of emolument. The maximum emolu-
ments on which it has to be calculated at Rs. 4000/- per month and is subject toa ceiling of
Rs. 50,000/- ' : :

5.26 The main suggestions made by unions with regard to payment of DCRG are : (i) that it
should be calculated at the rate of one month’s emoluments for each completed year of qualifying
service, and- (ii) that it should be calculated on the full service rendered by the employee and not
restricted to 33 years. Suggestions have also been made for raising or removing the existing ceiling.
It has also been urged that maximum gratuity should be equal to 20 months emoluments as ad-
missible under the Payment of Gratuity Act, 1972. . -

5.27 The revised pay scales recommended by us in Part I of our report would result in. substantial
increase in pay reckonable for pension and gratuity. Therefore, the total amount of gratuity pay-
able to employees will automatically increase in a large number of cases. The provisions of Payment
of Gratuity Act arc not applicable to central government employees whose retirement benefits are
governed under the CCS (Pension) Rules, 1972, as amended from time to time. - The ceiling on
gratuity has been revised by government and the amount was raised to Rs. 50,000 in March 1985.

The same ceiling has also been fixed for the Judges of Supreme Court and High Courts. We do not

recommend any change in the existing rules governing payment of DCRG. As we have made our

recommendations regarding death gratuity elsewhere, it issuggested that DCRG may be treated

as retirement gratuity. : '

5.28 Presently, temporary and quasi-permanent employees who retire after less than 20 years of

service are not entitled to pension and DCRG as applicable to permanent employees. They are paid
terminal gratuity at the following rates.— ‘ '

Length of service Terminalﬁgratuity
Below 5 years Nil ' : , ¢
5 years and above but below 10 years Half a month’s pay for each completed year o
service. ]
10 years and above but below 20 years One month’s pay for each completed year of service

subject to a maximum of 15 months pay or Rs.".
15,000 whichever is less.
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It has been urged by the unions of employees that payment of retirement benefits should be related
1o the length of service rendered by the employees irrespective of whether they continue to be tempo- :
Tary throughout their service or are substantively appointed to a permanent post. It has been stated
that in most cases the employees continue to be temporary for reasons beyond their control and
accordlngly such . employees should not be panalised by denying them the pensionary benefits.

‘A suggestion made by most of the unions is that temporary/quasi-permanent employees who have
:completed 5 years of service at the time of retu‘ement should be given all retirement benefits on par
‘with. permanent employees . :

5.29 The questron whether pensron and DCRG should be paid to temporary/quasx-permanent
employees on the same basis as is paid to permanent employees was considered both by the Ad-
‘ministrative ReformsCommission (ARC) and the Third Pay Comissmion. The former recommended
that if a temporary employee had continued in government service without a break for atleast
10 years, all such service; whether followed by confirmation or not, should count for pension and
gratuity on the same scale as admissible to permanent government employees. However, the Third
Pay Commission recommended that the temporary and quasi-permanent employees should conti-
nue to be paid terminal gratuity only as the character and service of temporary employees was dis-
tinguishable from that of permanent employees and also as security of tenure and the attraction of
pension resulted in better candrdates joinicg permanent posts than temporary posts. No action
was taken on the recommendations of the ARC though government decided in December, 1980
.that temporary employees retiring on superannuatlon after rendering continuous service of not
,less than 20 years should bz paid pension accordmg to the provisions of CCS (Pension) Rules,

-1972.

,5.30, We feel that employess who have rendered continuous satisfactory service for long penods
:should be. glven the benefits of pension and DCRG as available to permanent employees. At present,
-a government employee retiring at the age of superannuation or on being declared permanently in-
;capacrtated for further service by the appropriate medical authority after rendering temporary ser-
“vice of not less than 20 years, is brought within the purview of CCS (Pension) Ruels’ 1972 and the -
"¢ondition of holding a pensionabie post in a substantive capamty is dispensed with in his case. We
'recommend that for such cases the required penod of service may be reduced from 20 to 10 years. In
“the case of employees whose total temporary service is less than 10 years at time of retirement, ter-
mmal gratulty may contmue to be admissible as at present.
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| CHAPTER 6
" BENEFITS TO. CIVILIAN EMPLOYEES IN CASE OF DEATH

6.1 There was no provision for family pension under the old pension rules. A family pension
~scheme (FPS) was for the first time introduced with effect from April 17, 1950 along with the Libera-
‘lised Pension Rules, 1950 (LP rules). Under this scheme family pension was admissible in case of

death of an employee after 25 years of service. Family pension was equal to 50 per cent of the super-

annuation pgsion subject to a maximum of Rs. 150 per mensem and was payable for a period of 5

years from the date of death or unexpired: portlon of § years from the date of retirement. FPS
was non-contributory. -

6.2 Some improvements were made in the FPS with effect from Aprir.{, 1957, when the earlier
condition of 25 years service at the time of death of the employee for payment of family pension was
reducedto 20 years. Further, the pension was made payable for a perrod of 10 years instead
of 5 years.

6.3 Substantial liberalisations in the FPS were made with effect from January 1, 1964, when the
Family Pension Scheme 1964 was introduced Under this scheme’ families of government employees
became eligible for family pension where an employee died after completion of one year service.
The amount of pension was related to the pay drawn by the deceased employee at the time of his .
death. The rates of family pension were 30 per cent, 15 per cent dr12 percent of pay depending upon
the level at which pay was drawn by the deceased employee Parents, brothers and sisters were
excluded from the definition of family and the family pension was made payable only to wrfe/husband
or children of the deceased employee. In the case of wife/husband pension was payable for life or
till re-marriage and in case of sons and unmarried daughter -till they attamed[he age of 18 years
and 21 years respectively. The scheme was optional and contributory. The contribution was equal
to 2 months’ emoluments or Rs. 3600, whichever was less, and was to be deducted from death-cum-
retirement gratuity. : :

6.4 Improvements have been made in FPS subsequently. The minimum amount of famﬂy pensxon
was raised to Rs. 40 per mensem with effect from March 1, 1970. The rates of family pensxon vsere
re-fixed on the recommendatrons of the Third Pay Commission as follows,

Pay of government employee ' Amount of family pension per mensem
‘Below Rs. 400/- _ , - 30 per cent of pay subject to 2 minimum of Rs. 60
' and a maximum of Rs. 100
Rs. 400 and above but below Rs. 1200 15 per cent of pay subject to a minimum of Rs. 100
, and a maximum of Rs. 160.
Rs. 1200 and above 12 per cent of pay subject to a minimum of Rs. 16)

and a maximum of Rs. 250.

although FPS recommended by the Third Pay Commission was also contributory, government
decided with effect from September 22, 1977 not to make deductions from death-cum-retirement
‘gratuity as contribution towards FPS The other changes made by gowernmeut subsequently

K



were : (i) raising the age limits for eligibility to family pension for sons and daughters from 18 years
and 21 years to 21 years and 24/30 years respectively, (ii) payment of family pension even in
those cases where service rendered by the deceased employee was less than one year if he was
declared medically fit prior to his appointment to government service, and (iii) payment of pension
for life to sons/daughters suffering from mental disability/disorders or if physically crippled dis-
abled subject to prescribed conditions. The minimum amount of family pension plus rehef was
raised to Rs. 150/- per mensem from April 1, 1983, '

6.5 Thus, at present family pension under the Central Civil Services (Pension) Rules, 1972 (pension
.rules) is available for families of central government employees, both permanent and temporary,

who die while in service or after retirement. In case of retirement, the benefit is available only if
the employee had retired on pension. Family pension is payable to the widow or widower for life
.(hereinafter referred to as widow) or till re-marriage and to children up to the ages of 21 years for
. 'sons and 30 years for daughters. The rates of family pension vary according to pay of the deceased
employee, but the minimum amount of family pension (plus relief) is Rs. 150/- per mensem with
effect from April, 1, 1983. Where at the time of death the employee has completed 7 years of conti-
nuous service, family pension is payable at twice the ordinary rate or at 50 per cent of the pay last
drawn, whichever is less, for a period of 7 years or till the government employee w..ould have attained
the age of 65 years had he survived, whichever is less. If the death occurs after retirement, the en-
~ hanced rate of pension is further subject to the condition that it should not exceed the normal supera-

nuation pension. Inaddition to the family pznsion, ths employees are also entitled to death gratuity
the amount of which varies according to the total qualifying period of service rendered by the employee
at the time of his death.

6.6 It has been urged by almost all unions of employees that the existing rates of famlly pension
are inadequate and require improvement. It has also been suggested that the period of 7 years for
payment of family pension at higher rate should be increased. Some unions have stated that family :
pension should be equal to the normal pension to which the employee would have been entitled at .
the time of his death. - We have given careful consideration to the suggestions. ln our view, the
suggestion that family pension should be equal to the pension admissible to the employee at the tlme

- - of his death may not be equitable in all cases. The death of an employee may occur any time dunng

his service, i.c. even when he has put in less than 10 years of service..In such a case the employee will .
“not be entitled to any pension even if pension were to be calculated notionally. And where service
“is more than 10 years at that time, the amount of notional rdi,ﬁgement pension may be very small in

some cases and may not provide adequate help to the family.. We are therefore of the view that the

basic rates of family pension should be dlﬁ'erent from the normal pension rates,

6.7 While considering improvements in the existing family pension rates, several factors need to
be taken into consideration. Family pension is payable to the widow for life even in those cases -
where the death of the employee occurs after less than a year’s service. Apart from family pension -
the families of the deceased employees also get other benefits such as the insurance cover available
under the group insurance  scheme and the deposit linked  insurance ‘scheme of general
prov1dent fund. They are also paid death gratuity, which is equal to six times the emoluments if the
service rendered by the deceased employee is one year or more but less than 5 years, subject toa
minimum of twelve times the emoluments if the service rendered is 5 years and above but less than
24 years. All the above factors have to be taken note of while examining the family pension scheme.

N 6.8 The pay ranges and rates of the existing family pension scheme are related to the pay structure
recommended by the Third Pay Commission at index average 200 (1960—100). The pay structure
recommended by us in Part 1 of our report is related to index average 608. In the revised pay struc-
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ture, the basic pay of employees, on which family pension is calculated has gone up considerably.
This has made it necessary to review the existing pay ranges and rates, as also the minima and maxima
of the family pension scheme. There is also need to rationalise the existing rates of family pensxon
Taking all factors into account, we recommend that the existing rates for grant of family pension may
be revised as follows,

Pay in the revised scales | V Rate of family pension per mensem '
(a) Rs. 1500 and below _ 30 per cent of pay
| N . subject to a minimum of Rs. 300/-
(b) Above Rs, 1500/- ‘15 per cent of pay -

subject to a minimum of Rs. 450/- and maximum
of Rs. 1000/

We do not recommend any change in the existing provisions for payment of family pension at higher
rate for a period of 7 years or upto the age of 65 years, whichever is less. Family pensioners should
continue to be eligible for grant of relief on pension in case of increase m pnces to the same extent
as other pensioners. . «

Death Gratuity

6.9 In addition to family pension, families of permanent government employees who die in harness:
are entitled to gratuity which is calculated with reference to the number of years of qualifying service
rendered by the deceased employee at the time of his death. Presently the death gratmty is payable
as follows,— ‘

Qualifying service Amount of gratuity

Less than 1 year : ~~ - Two times the emolumehts |

1 year or more but less than Syears - Six times the emoluments :
Syears and above . o One-fourth of emoluments for each completed 6

monthly period of service subject to a minimum of
twelve times' and maximum of 16 1/2 tlmes the
emoluments :

The emoluments taken into account for calculatmg gratuity are sub]ect to a ce1lmg of Rs. 4000/- per
mensem and death gratuity is also subject to a ceiling of Rs. 50,000/-.

6.10 With the mprovement in the pay structure as a result of our recommendatlons in Part I of our
report, th: amount of gratuity payable to families of most of the emplpyees who die during service,
would increase even if no change is made in the existing rates of death gratuity. This may not, how-
ever, be so in the casz of employees in upper pay ranges where the existing ceilings on emoluments
and amount of gratuity will be applicable. :

6.11 At present a government employee who has completed 20 years of qualifying service can pro-
ceed on voluntary retirzmant with retiring pension and gratuity, A period of 5 years is added to the
qualifying service in such cases subject to thz condition that the total qualifying service rendered by
the employee does not exceed 33 years and it does not take him beyond his date of superannuation.
Such an employee can also commute one-third of his pension without any medical examination if
commutation is applied for within a year of retirement. If he dies subsequent to his voluntary retire-
ment, his widow is entitled to family pension. Accordingly, in such a case the family of the employee -
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receives three benefits i.e. gratuity, commuted value of pension (if any) and family pension, As
against this, if an employee dies while in service, after 20 years of service, his widow gets family
pension and gratuity. The existing position therefore appears to be disadvantageous to a serving
employee who dies in harness. One way of improving this will be to grant to the widow of an
employee dying in harness after completing 20 years of service, the commuted value of one-third
of his notional pension. This may not, however, be appropriate as according to the existing concept
of service pension, it becomes payable only if the employee retires from service. We fecl that a better
way of providing relief would be to increase the rates of death gratuity in cases where the employee
dies after putting in a service of 20 years or more. Accordingly, we recommend that in cases where
a government employee dies in service after completing 20 years of qualifying service, the death
gratuity may be paid at the rate of 1/2 of pay for each completed 6 monthly period of service subject
to a maximum of Rs. 1.00lakh. There may not, however, be any upper limit on pay for calculating
the death gratuity in such cases. The rates of déath gratuity may accordingly bc revised as follows :—

Qualifying service ) - Amount of death gratuity
I.;ess than one year : | ~ 2 times of pay
- One year and above but less than 5 years. 6 times of pay
5 years and above but less than 20 years. 12 times of pay
20 years and above . 1/2 of pay for each completed 6 monthly period of

“qualifying service subject to a maximum of 33 times
the pay and monetary limit of Rs. 1.00 lakh.

6.12 Families of quasi-permanent and temporary employees who die in harness are presently paid
- death gratuity at rates lower than those admissible to families of permanent employees. It has been
represented by unions of employees that family pension and death gratuity may be paid to families
of all deceased employees, whether permanent, quasi-permanent or temporary, at the same rates,
as on the death of the bread winner, all families suffer equal hardship. There is force in this argu-
ment and we recommend that in all cases of death in harness (whether the employees are permanent,
quasi-perinanent or temporary), death gratuity may be paid to the families at rates recommended
by us in paragraph 6 11 above.

6.13 At present while the age limit for grant of pensionary benefits to sons of deceased employees
under pension rules and BOP rules is 21 years, for unmarried daughters it is 30 years and 24 years
respectively. The age limit for payment of children allowance and education allowance under EQOP
rules and liberalised pensionary awards is, however, 23 years both for sons and unmarried daughters,
We feel that there should be uniformity with regard to age limits applicable to children of deceased
employees in the matter of grant of pensionary benefits under the various rules. We accordingly
suggest that the matter may be examined by government whether a uniform age limit could be pres-
cribed both for sons and daughters. Once a uniform age limit has been prescribed, the condition
under the emstmg rules that the family pension payable to a sonora daughter shall be stopped if he or
she starts earning his/her livelihood may be removed. A .

6.14 It has been suggested that the definition of ‘family’ for purposes of family pension under pension
rules should include dependent parents in case of an employee who dies without acquiring a family,
and widow/husband in case of an employee who marries after retirement but before attaining
the age of 58 years. It has also been suggested that a brother or sister suffering from disorder or
disability of mind or who is physically crippled or disabled so as to render him or her unable to earn
living and who is entirely dependent on the income of a bachelor government employee, should also
be included in the family. It has further béen suggested that payment of family pension under pen-
sion rules should not cease if a widow remarries.
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6.15 At present, there is no uniformity in the definition of ‘family’ in various service rules. Under
pension rules, ‘family” includes only the husband or wife, as the case may be, and sons and unmarried
daughters upto specified age as beneficiaries for family pension. However, under the EOP rules,
‘family’ also includes parents, minor brothers and sisters subject to specified conditions, in case
of a government employee who does not have a wife or children. Under the liberalised pensionary
awards, parents form part of family. For payment of DCRG under pension rules, if the employee
does not have wife and children, parents, minor brothers, unmarried and widowed sisters, married .
daughters and children of a predeceased son form part of family. Under the general provident
fund rules, contributory provident fund rules and central government eémployees group insurance
scheme (CGEIS), ‘family’ includes employee’s own spouse and children and the widow and children
of a deceased son. Under travelling allowance rules and leave travel concession, ‘family’ consists
of spouse, sons, daughters, parents, sisters and minor brothers provided they are residing with the’
government employee and are wholly dependent on him. Under the medical reimbursement
CGHS scheme also,'parents form[part of the family if they are residing with the govetament employee

-and are wholly dependent on him.

6.16 Any modification in the definition of family for grant of benefits under the different service
rules will have various legal and other implications. At present there is neither any uniformity
for grant of benefits to the families of serving employees under different rules nor is there any such
uniformity in respect of benefits admissible under the rules governing grant of different kinds of
pensions. There is also no obligation for an employee who has no family of his own to nominate
his parents or dependent relations only as beneficiaries under the provident fund and €.G .E.LS. rules.

6.17 We are of the view that this matter which has sefveral implications needs to be ‘considered’
by government in all its aspects keeping int view the repercussions on employees working in various
organised sectors. Government may also consider the larger question of the responsibility which
it should assume at this stage for the families and other dependents of deceased government emplo-

yees only.
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CneE LT n e CHAP’I'ER7 T

EXTRAORDINARY PENSION TO CIVILIAN EMPLOYEES -
‘Z 1 Crvxhan government employees who are drsabled or mcapacrtated or killed or die of an injury
or dlsease which is attributable to or aggravated by government service are eligible for certain special
beneﬁts. Government employees working in establishments covered by the Workmen’s Compensa-
tion Act, 1923 are governed by the provisions of that Act, * Other civilian employees, however, ‘are’
e]rglble for these benefits under the Central Civil Services (Extraordrnary Pension) Rules (EOP
Rules). There are also separate provrsrons for grant of rmproved beneﬁts in case of death or 1n1ury as
a result of action against hostiles, terrorxsts, dacoits, etc.” :

’.:~.'

7.2 EOP rules were promu]gated w:th eﬂ'ect from April 1, 1937 and have been amended a number
of times by i issue of notlﬁcatlons and executive instructions. - Major changes have been’ made in the
rules on the recommendatrons of the Third Pay Commission. The Commxssron noted that the
earlier criterion for grant of extraordmary pensron by relating it to ‘risk-of officé” or ‘special risk of
office’ was rather comphcated and capable of varying interpretations. The Commission also obser-
ved that the then existing method of grant of awards on the basis of classification of injuries into-A;’
B-or C dependmg upon whether these were sustained as a result of risk of office-or special risk of-
office also required modification. ™ The] Commission therefore recommended certain basic changes
both m regard to criteria for. determining the admissibility of the awards and their Quantum The
modJﬁcatJons suggested broadly related to (i) grant of awards on the consideration whether the death’
or m_]ury was ‘attributable to service or aggravated by service rather than ‘risk of office” or, specral'
risk of office’, (ii) classification of the injuries in a manner similar to that under the Workmen s Com-
pensation Act (iii) rationalisation of the benefits to widows/children by bringing them in line with the'
family pension scheme under pension rules (iv) grant of lump sum compensation in cases where the
disabled employee was retained in service, and (v) grant of minimum invalid pension at a rate not
less than ordinary family pensron under pension rules. The recommendations were implemented by
government.

_7.3‘~ The present position of awards under EOP rules is as follows:—

(i) Awards under these rules are admissible when a government ernployee‘ is disabled or

incapacitated or killed or dies of an mJury or disease wlnch is attributable to or aggravated
" by government service.

- (ii) The awards are in addition to pension and gratmty admissible to central government em-
ployees under the Central Civil Services (Pension) Rules, 1972 (pension rules). However,
families of government employees ehgrble for benefits both under the pensron rules and EOP
are paid a consolidated family pension under EOP rules only.

(i) When a government employee dies of an m_)ury or disease attributable to service, the family
of deceased is sanctioned (a) family pension at higher rate (special family pension) if on
the date of death it was eligible to family pension under pension rules or (b) family pension
at lower rate (ordinary family pension) if on that date it was not entitled to family pension
under penslon rules. Special family pension is higher where the employee had completed
7 years’ service at the time of death and slightly lower if service was less than 7 years.

(iv) Children of deceased are entitled to monthly pension and education allowance in addition
to (iii) above.



- 7.4 The existing rates of special family pension, ordinary family pension, chﬂdren s pension and
educatJon allowance are as follows

(A) In cases where the famlly is entltled to spcclal family penslon

('I) Special ﬁzmzly pension:
“Pay ‘of - government employee '

P e s
P N A T

" Amount' of monthly special -

family pension when death takes
place on. completion of service
of less than 7 years

v

' Amount ‘of monthly spec:al‘
family pension when ‘death
takes ‘place on completion of
service of not less than 7
years '

(). Below Rs. 400

(b) Rs. 400 & above but below
- Rs. 1200.: ..

“(c)-'Rs. 1200 4nd above -

o 45 per cent of pay subject to a
maximum of Rs. 125and a mini-
' mum of Rs 96/-

25 per cent of pay subject to a
maximum of Rs. 250/- and a°
mjnimum of Rs. 125/-.: .

: 20 per cent.of pay subject to a

maximum of Rs. 460/- and a
minimum of Rs. 270/-.

1)) Chzldren s penszon (manthly per cluld

,Pay of governm_ent employe_e

If the child is motherless/father— -

. less

50 per Cent of pay subject to
a minimum of Rs. 120/-.

oy .A">.
Tiavu d : 4;.‘an

30 per cent 'of pay subject :to
a maximum of Rs. 320/~ 'and
a minimum of Rs, 200/-

24 per cent of pay subject to

‘a maximum of Rs. 500 and:a
‘minimum of Rs. 320/-. RIHET

If the chxld 1s not mothetless/
fatherless e

(2) Below.Rs, 400 -

(b) Rs. 400 and
but below Rs. 1200.

(©) Rs. 1200 ard above Rs.

a

RU)) Ordmary famzly pensron

Pay of govemment employee

above Rs. 65/- _

*15percentof pay. . i

100~
(B) In cases where family is entxtled to ordmary famxly pensxon "

Amount of ‘ordinary family penéion.-‘ e

5 per cent of pay. . ‘

.'a'

3 per cent of pay subJect to'a

: mininsum of Rs. 20/-.: .
- 2 per cent of pay -éubject toa
.~ minimum of Rs. 30/- and a

maximum of Rs. 50/~

R,

. \
LY

-
R §

(a) Below Rs. 400.

(b) Rs. 400 and above but below
12000 o

(c) Rs. 1200 and above

‘e era

.30 percent of pay]subject to a mnnmum of Rs. 60 and a maxi-
' mum of Rs 100,  ° :

15 per cent of pay sub_;ect toa nummum of Rs 100 anda xnaxx-
. .mum of Rs. 160, - '

.- .
C e

e e g S et

R4

12 per cent of pay subject to a minimum of Rs. 160 and a mam-
- mum of .Rs. 250/- : L _‘;,.e. RN B

*This rate is admiisible where the service of the deceased’ gowIemment employee was less ;han 1 yeun Whex: m::e
. servlce gendered was more than 7 years, the raothedess children all :og,ther get the same amoust of pension, as
ssible to the widow till they all attain the prescribed age. .
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(I Children’e pension (monthly per child):
Pay of government employee If the child is motherless/father- If the child is not motherless/

. less fatherless
(a) Below Rs, 400. } 10 per cent of pay 5 per cent of pay
(b) Rs. 400 & above but below 5 per cent of pay subject to a 3 per cent of pay subject to a
- 1200, : ~minimum of Rs. 40, minimum of Rs. 20/-.
(c) Rs 120(1 and above v .3 per cent of pay subject to a 2 per cent of pay subject to a
minimum of Rs, 60/-. mipimum of Rs. 30/- and a

-

maximum of Rs. 50/-.

"~ (C) In addition to chxldren s pension as at (A) and (B) above education allowance is also admissi-
‘ble to chlldren (other than mamed daughters) between the age of 5 and 23 years at the following

rates,—

~ Pay of deccased govemment Rate of education aJlowance
- employee , ,
Below Rs. 400. X - “Actual expense subject to a maximum of Rs. 15/- per month
B per child.

Rs. 4007and above (but subject  Actual expense subject to a maximum of Rs. 40/- per month
‘ta prescnbed total- mcome cri=  per chtld :
teria). .- . o

- (D) If the déceased government employee has neither left a spouse nor a child, an award may be
_made to his surviving father and mother individually or jointly and in their absence to brothers and
“sisters, mdmdually or collectlvely, if they are largely dependent on the government employee for

_ support and are in pecumary need. The total amount of award in such cases shall not exceed one-

“"half of ordmary family pension that would have been admissible to the widow.  The share of each”
brother and sister shall not exceed the amount of pension adxmssxble to a child who is not mother-

.1ess;
(E). Family pcnsxon granted under EOP rules is ordxnanly payable,—

+ - (i) inthe case of a widow or mother until death or re-marriage, whichever occurs earlier.
- (ii) - in the case of a son or a brother until he attains the age of 21 years.

(i) in the case of unmarried dauther or a sister until marriage or she attains the age of 24 years
whichever is earlier, : ‘

(iv) in the case of father for life.

7.5 A government employee who sustains an injury or contracts a disease wlnch is attributable to
service, is awarded disability pension. The monthly amount of pension for hundrcd per cent loss
~in earnmg capacity is as follows:— :

Pay of govemment employee Month]y amount of disability pension when loss in earning
on the date of receiving injury capacity is hundred per cent

-or contacting discase
(i) Below Rs. 400 . 30 per cent of pay subject to 2 minimum of Rs: 60 and maximum
e : of Rs. 100. ,
(i)) Rs. 400 and abvove but 15 per cent of pay subject to a minimum of Rs. 100 and maxx-
below Rs. 1200 " mum of Rs. 160.
@iif) Rs. 1200 and above - 12 per cent of pay subject to a minimum of Rs. 160 and maximum

of Rs. 250/,

46



When the loss {n earning capacity is less than hundred per cent, the amount of disability pension
is proportionately less. : o ‘

76 If a government en;ployee.is granted disability pension on account of injury and is retained in
service without interruption, he is paid the capitalised value of the disability pension as one time com-
pensation. , ‘

7.7 As mentioned above, in cases of injuries attributable to service, compensation payable under
EOP rules is with reference to the disability suffered by the employee—highest compensation being
payable where disability is hundred per cent. This does not call for any change. ' ‘

7.8 The rates of family pension, children’s pension, etc., which are related to the pay structute
recommended by the Third Pay Commission, however, require some modifications. There are at pre-
sent three separate rates of family pension under EOP rules, namely,~— T ‘

(i) ordinary family pension, which is payable when the family of the deceased government
employee is not entitled to family pension under the pension rules (i. e. where the -employee
at the time of his death was not holding a pensionable post).

(ii) special family pension where the family is entitled to family pension under the pension rules and
the government employee had at the time of death completed not less than 7 years’ service. -

(iif) special family pension where the family is entitled to family pensioh under the :pensioln‘ mlcs
but where the government employee at the time of his death had not completed 7 years service.

7.9 ‘The rates of ordinary family pension under the EOP rules are the same as under the pension
rules. The rates of special family pension are also the same as the higher rates admissible under 'the
family pension scheme for a period of 7 years. The rates of special family pension in ‘cases men-
tioned at (iii) above are lower. In addition to widow’s pension pension is also payable to children of
deceased employees under EOP rules. The rates of children’s pension depend upon. (i) whether
the widow is entitled to ordinary family pension or special family pension, and (ii) whether they
are motherless/fatherless or otherwise, The children are entitled to education allowance in addition.
The existing rules are complicated and need rationalisation and simplification so that the emplqyegs

are clear about the benefits admissible and the administration becomes simpler. o

7.10 In the family pension scheme under the pension rules, no separate pension is payable to child-
ren. If the wife/husband of the deceased employee is alive, family pension is paid only to. her/ .
him, Where the deceased employee does not have a living wife/husband that pension is payable to
children (upto specified ages). We are of the view that the same principle should apply to family
pension under EOP rules also and the additional pension admissible to children should be merged
and a consolidated family pension given. 5 . ' e

711  As mentioned earlier, under the EOP rules, the children of deceased employees are entitled to
to pension and education allowance in addition to widows pension. It has been brought to noticc that
the existing arrangement causes lot of inconvenience to the pensioners as minor children are required
to accompany the pensioners even where the pensioner is their natural guardian. The rules for payment
of education allowance to children are also cumbersome as they involve verification of annual income
of deccased employee’s family from time to time before the allowance is paid. We are.o.f the view tl}at
the present procedure needs to be simplified and brought in line with the provisions of famﬂy
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: pension under pension rules, Accordingly, we tecommend the following consolidated rates of family
pension inclusive of the children’s pension and education allowance where applicable,—. .- ;

(A) Ordmary fam:Iy penszon ,
(1) If the w1dow is chlldless ‘ " At rates recommended by us for family : ‘pension
under the pension rules. :

. . - . e . . . . . R
PR B A N . PR - e h

e (u') If the widow haeéchild/chﬂdren 40 per cent of basrc pay subJect to a rmmmum of
: o : Rs. 500 and a maximum of Rs. 1500. o

+(B) .. Special family pension o . A

) Iﬂhé widow is childless | At the hlgher rates recommended by us for famrly
o pension ‘under the pension rules.

G If the rvidorv hus:a.eliil'dichildreu.: '60 per ‘cent of basic pay subject to a minim A'f um of
SR " Rs. 750 and maximum of Rs, 2500,

! Family pension at the rates indicated at (A) (i) and (B) (i) above may be paid to the widow up to the
date of death or re-marriage, whichever is earlier. Family pension at the rates indicated at (A) (ii) and
(B) (ii) above may be paid to the widow till the child/children attain the age prescribed under the
.family pension - rules and thereafter the widow may be paid famlly pension at rates indicated at
.(A) (i) and (B) (i) above. In cases where the  widow dies or.- _re-marries, the children may be paid
family pension at the rates indicated at (A) (i) and (B) (i) above and the same rate may also apply
+ta fatherless/motherless children. In both cases, family pension may be paxd to the . children till they
-attain the age prescribed under the family pension rules. No children’s pension or educatlon allow- '

-ance may be paid in addition to the consolidated rates of family pensxon recommended above. - The

“dependent parents, brothers, sistérs etc. may be paid family pension at one-half of Tate apphcable

<to fatherless/motherless clnldren subject to specrﬁed condltlons ' . _

o '

J—

.12 At present 'when the. dlsablement of a gc)vernment employee is due fo injury or disease which is
attributable to service, he is awarded dlsabrhty pension. - The monthly amount of disability pension
- for hundred per cent loss in earning capacity is equal to the ordlnary family pensxon admissible under
- the pension rules. We recommend continuance of this provision and the maximum disability pension
‘may be equa.l to family pension at ordinary rates recommended by us in Chapter 5. For lesser disabi-
“llty pensron may be reduced proportionately. In additon to the disability pension mentioned abaove,
"an employee, who held a permanent pensionable post before being invalided and boarded out. of set=
vice as a result of disability attributable to service, is also entitled to pension and/or service gratuity
dependlng upon whether the quahfymg service rendered by him at the time of being boarded out from
service was 10 years or more or less than 10 years. Where- permanent disablility in. such:cases is not
less than 60 per cent, the total dlsablhty pension (i.e. the pension or service gratuity admissible under
the pension rules plus disability pension inder the EOP rules) is not to be less than the widow’s peg-
551011 under the EOP rules. This may continue and the total disability pension in such cases should not
be Iess than the spema] famlly pensxon recommended at (B) (ii) of para 7.11 ante.

7 13 Government cmployee who' are disabled due to causes attributable to service may someumes
reqmre speclal aids such as artificial limbs, pace-maker, crutches. While in case of serving employees
such aids are available under the Central Services (Medical Attendance) Rules, there are no rules for
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the supply of these aids when the employee has retired from service on disability pension. During
evidence it was brought to notice that even in deserving cases artificial limbs were denied to employees
who had suffered disability attributable to service. Some of these aids may require replacement
periodically and involve substantial expenditure to pensioners. There is considerable force in the su-
ggestion that in cases where an employee has suffered disability attributable to government service
and has been granted disability pension under the EOP rules and needs some artificial aids under-
medical advice, he should be provided such aids initially, and their replacement subsequently should
also be provided by government. We recommend accordingly. .

-

© e s e e e e 4~ T P .. e e em

leerahsed pensronary awards

7 14 While the normal cases of death/dxsablement as a result of injury, disease, etc. attnbutable to
government service are covered under EOP rules; liberalised pensionary awards are given to families.
of government employees who die while performing their duties, as a result of attack by extremists,
anti-social elements, etc. or during action against dacoits, smugglers, hostiles, etc. The family pebsion.
admissible in such cases is as follows—-

(@) In case of government emponee whose baszc pay is Rs 700/-per mensem or more at the time oj‘
death

. -

The widow is entrtled to famﬂy pension eqmvalent to the last pay drawn by the deceased for a perxod
of 7 years or upto the date on which the deceased would have retired in the notmal course, whichever
is later. Children allowance and education allowance is not admissible during this period. -After the
expiry of the above period, pension equivalent to the pension which the deceased would have been
entitled to on the basis of emoluments on the date of his death but counting service upto the date on:
- which he would have retired in the normal course, is admissible for life. During this period children
allowance at the rate of Rs. 100/—per child upto the age of 23 years is payable in addition " subject:
to the condition that family pension together with the children allowance and education allowance:
does not exceed the pay drawn by the deceased at the time of death. Family pension at the above rate:
ceases to be payable to widow from the date of re-marriage and from that date the widow is given
family pension at rates - applicable "~ to * ‘ordinary famlly pension. Chﬂdren allowance “is,
however, admissxble to the clnldren of the deceased in such cases.. :

() In respect of government emponees drawmg baszc pay of less than Rs 700/- per mensem at the‘
- time of death. T N ,

» Widow ispentitled to family pension. for life equivale'nt to the pay last drawn by the government.
employee Children allowance and education allowance is not admissible in addition. - Family’
pension at the above rate ceases from the date the widow re-marries. From that date she: becomes.
entitled to pension equal to the amount of ordinary family pension admissible under the pension

rules and the chlldren of the deceased get children allowance of Rs. . 100/- per chrld upto pres-»."
cribed age limits. - ) L

(c) Where the government employee dies as a bachelor orasa w1dower w1thout chrldren,l
pensxon is. payable to parents. In case of government employee drawmg a basle pay of Rs. 700/-.
per mensem or more, the rate of family pension for both parents is equal to two-thirds of the rate
of family pension admissible to the widow and for a single parent equal to two-thlrds of this rate. ;
In case of other employees, both parents’ pens1on is equal to three-fourths of the pay last drawn by,_
the government employee and for a single parent s, three-fourths of thls rate

7.15 Children allowance when payable in addition to family pension is Rs. 100/ per mensem per
child in the case of government employee whose basic pay at the time of death is Rs. 700/~ per men-
(
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sem :and above and Rs. 60/- per mensem per child in other cases. Children allowance admissible
on the re-martiage of widow is also at the above rate. For motherless children the rate is Rs. 150/-
per mensem per child in the case of government employee whose basic pay at the time of death is
Rs. 700/- per mensem and above and Rs. 90/- per menscm per child in other cases.

7.16 In addmon to the above benefits, education allowance is also admissible at the followmg
rates,— -

Pay of deceased govcmment employee Rate of education allowance

Below Rs. 400/- ‘ _ Actual expense subject to a maximum of Rs. 15/
o - per mensem per child.

Rs. 400/- and above - Actual expense subject to 2 maxmium of Rs. 40/«

(subject to prescribed total i income - per month per child.

criteria). - - o '

The allowance is admlsmble to all children between the ages of 5 and 23 years other than mamed
daughters. S

'

7.17 Governmeﬁt&mployees who are invalided out of service under these special orders are paid
penston which consists of a7service element and a disability element. The service element i3 equal
in amount to the fetiring (or invalid) pension including the DCRG which the government employee
would have. been entitled to on the basis of his emoluments on the date of death but counting
service upto the date on which he would have retired in normal course. The disability element
for 100 per cent disability is equal in amount to the emoluments last drawn by the employee minus
the service element i.e., the retiring pension and pension equivalent of death gratuity, the amount
of disability element being limited ta Rs. 1,000/-. For lower percentages of disability, the disability -
element is proportlonately reduced Where disability pensmn is allowed, no other pension is
admlssible. . -

7.18 Government orders regarding grant of hberalised pensionary awards in cases involving death/
disablement of employees as a result of attack by extremists, anti-social elements , etc. were issued
in *November, 1984. Family pension initially admissible to widow under these orders is equivalent
to the pay last drawn by the deceased employee.  The pension entitlements of widows under these
orders will therefore automatically get improved with the introduction of revised pay scales
recommended by us in Part I of our report. Having regard to this, we suggest that the existing
pay limit of Rs, 700/- per mensem for grant of family pension at different rates may be raised to
Rs. 2200/- per mensem. We do not recommend any other changes in the rules governing payment
of liberalised pensionary awards except those indicated in the succeeding paragraphs.

7.19- As mentioned earlier, in addition to the widow’s pension the children of deceased employees
are eligible for children allowance and education allowance. The rates of children allowance
depend upon whether the children are motherless or otherwise. The rules for the grant of education
allowance are also rather complicated. We have recommended payment of consolidated rates in

“respect of awards under EOP rules. To rationalise matters, we suggest that under the liberalised
pensionary awards also, the children of the deceased employee (other than motherless children) may
be paid a consolidated children allowance at the rate of Rs. 100/- per mensem per child in case of
a government cmployee whose basic pay at the time of his death is less than Rs. 2200/- per mensem
and Rs. 150/- per mensem per child for other employees.‘”’ Children allowance at the same rate may.
be paid to the children if the widow re-marries.

* Ministry of Fizance o. M. No. F. 1(15)/-EV/34 dated the November 9, 1954.
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7.20 So far as motherless children are concerned, we find that under the liberalised pensiouary
awards these children get only the children allowance and -the education allowance. In the case of
family pension under the pension rules, on the death of the widow, the same pension is granted to the
children till the youngest of them reaches the prescribed age limit. Since the entitlements under the
liberalised. pensionary awards are intended to be more liberal than the family pension admissible
under the pension rules, we recommend that in addition to the children allowance at the rates men-
tioned in the previous paragraph, the motherless children may be given special family pension at
the-rate recommended at (B) (i) of paragraph 7.11 ante..

7.21 We also recommend that educatlon allowance may not be pa1d in addltmn to the chucm:n ;
allowance recommended in the precedlng paragraph The children allowance may not also quahfy
for grant of any dearness relief on pension. . .
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'CHAPTER 8
COMMUTATION OF PENSION

8.1 The system of commutation of pension has been in vogue under the central government for
a long time. Prior to coming into force of the Liberalised Pension Rules (LP rules) the maximum
portion of pension which could be commuted by a pensioner was one-half of pension. The limit was,
however, reduced to one-third with effect from Apnl 17 1950 with the mtroductmn LP rules
providing for death-cum-retirement gratmty

8.2 The commuted value of pension is calculated with reference to a commutation table which,
inter-alia, takes into account the longevity of pensioners and the prevalent rate of interest.
Subsequent to 1950, the é‘;ﬁnmutatlon table has been revised three times, viz. from November 1,
1963, November: I *1@67 and ‘March 1, 1971. The table indicates the commuted value of pension
expressed as num xf of years® purchase with reference to the age of pensmner on his next birth day.

. According to thé: xisting commutation table, the commuted value in case of an employee retiring
at the age of 58 years is 10.46 years’ purchase. If a person commutes Rs. 100 from his pension
within one year of retirement, the lump sum amount payabe to him works out to Rs. 100x 10.46x 12=
Rs. 12,552. The commutation value of pension goes on decreasing as the age of the pensioner in-
creases.

8.3 Under LP rules, commutation could be allowed only after medical examination by the
appropriate medical authority. Such a medical authority, keeping in view the state of health of the
employee, could recommend either full or less value of pension commutation or rejection of the
request for commutation. This position has changed from November 26, 1977, and medical exami-
nation for commutation of pension within a period of one year from the date of retirement has now
been dispensed with. If commutation of pension is sought from a date after one year of the date of
retirement, it can be allowed only after medical examination.

8.4 In armed forces where retirement age is lower, commissioned officers can commute up to 43
per cent, and personnel below officer rank, up to 45 per cent of their retiring pensions. The other
conditions relating to commutation as applicable to civilian employees also generally apply to armed
forces personnel.

8.5 The main suggestions made by the unions of employees with regard to commutation of
pension are: (i) that the existing ceiling on commutation of pension may be raised from one-third to
one-half, and (ii) that on the expiry of the commutation period, full pension may be restored. Sug-
gestions have also been made that full amount of pension should be allowed to be commuted.
Another suggestion made is that while one-third commuted value may be paid in cash, the
remaining may be given in the shape of bonds carrying a specified rate of interest and encashable
after a period of 10 years or so.

8.6 We have been informed that representations were made to government from time to time
for raising the existing commutation limit on pension to 50 per cent.  Some pensioners’ organisa-
tions had also filed writ petitions in the Supreme Court in 1983 seeking restoration of commuted
portion of pension and the matter is reported to have since been decided by the Supreme Court,

o2



8.7 The suggestion for commutation of full pension would virtually amount to having one-time
settlement on retirement and will not be substantially different from the C.P.F. scheme under which
the entire amount is disbursed to the employees at the time of retirement. The employees governed
by CPF are, however, requesting for coming over to the pension scheme. Moreover, with the
revised scales of pay the pensionary benefits including the commuted value of pension will increase.
We do not therefore recommend any change in the existing limits on commutation of pension.

8.8 The benefit of commutation of pension is at present based on a table developed in March, 1971
which fnter alia takes into account the average surviving age of pensnoners and 4.5 per cent per
annum as rate of interest. Further, the commutation of pension is not compulsory but optional.
In the h,,ht of the decision of the Supreme Court, the existing scheme of commutation of ‘pension
may require a de novo examination. ,

8.9 It has been suggested that the present commutation plan may be replaced by another schcme
where pension is restored after a comparatively short period. In such a scheme, while the lump sum
amount admissible may be a little less, the restoration of pension will be easier. The above suggestion
merits consideration and government may examine the feasibility of introducing a scheme under
“which pension will be restored after a short period of about 7 years of 50 both for c1v1l and defence

pensioners.



CHAPTER 9
CONTRIBUTORY PROVIDENT FUND SCHEME

. _91 Whlle the government employees in general are governed by the pension ' scheme, persons -
: _appomted on contracts for a specified penod employees re-employed after retirement and some of
those serving in scientific and technical organisations who enter service at a higher age are covered
under the contributory provident fund scheme (CPF) Employees who joined railways prior to
November 16, 1957 and did not opt for the pension scheme are also covered under the CPF scheme -
~ known as State Railways Provident Fund Scheme (SRPF) About 50,000 employees are stated to
* -be covered under CPF scheme of which the majonty are in the railways. The numher of employees '
who retlred u.uder CPF and SRPF schemes is estlmated at 1.20 lakh. : =

‘ 9 2: Under the CPF scheme every employee is required to subscribe a -minimum of 81 per cent |
of his reckonable emoluments to be credited to the fund. The government makes a matching contri-
bution of 8% per cent of emoluments for each such employee. The employee’s contribution and -
we government’s contribution earn interest at a rate specified by the government from time to time.
On retirement, employee governed under the scheme is paid his contribution, the contnbutlon made |
by the govemment and the interest earned on the total amount. ; :

; .9 3 The SRPF scheme in the raﬂways was replaced by the pension scheme as apphcable to other

- central government employees, in November, 1957 and those employees who were in service on April .

- 1,1957 and were governed by the scheme were given an option to come under the pension scheme.
~Whenever changes occurred in the pension structure for the central government employees, an option

was given to railway employees still covered by the scheme. Such options have been given on
eleven occasions in the past and the last such option was valid upto December, 1985.

9.4 While pension scheme has been improved, enlarged and liberalised from time to time, there has
been no similar improvement in the CPF scheme, excepting through improvement of rates of
interest which were modified from 7 per cent in 1974 to 9 per cent in 1983-84, to 10 per cent in 1984-
85 and to 12 per cent in 1985-86.  While those governed by the pension scheme are entitled to
receive dearness relief sanctioned from time to time to compensate for increase in the cost of living,
those under the CPF scheme were not entitled to such relief. The employees governed by the CPF
scheme are also not entitled to the family pension available to those governed by the pension scheme.
"The matching government contribution in the case of CPF employees is paid for the full period of
service the restriction of 33 years for those governed by pension scheme does not apply in their case.
Those who have retired under the CPF scheme have a corpus yielding regular return. In the case of
railway employees, special contribution to PF is paid at the time of retirement equivalent to half a
month’s salary for each completed year of service subject to a maximum of 1 6 months’ salary
or Rs. 50,000 whichever is less. The amount of special contribution has been raised from time to
time as and when the limit on death-cum-retirement gratuity was changed. Similar benefit is, how-
ever, stated to be not available in certain other organisations like Departments of Atomic Energy
and Electronics.

9.5 As the pension scheme was introduced on the railways in 1957, those who retired earlier did
not have an opportumty to opt for pension. It was, therefore, decided to give some ex gratia pay-
ment to them in consideration of the fact that the retirement benefits were lower than what they
would have received if they had retired under the pension scheme. Since this applied mainly to
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th_e low paid employe?s, the ex gratia payment ranging from Rs. 13 to 22.50 per mensem Wwas sah-
ctioned to those drawing pay upto Rs. 500 per month. They were also given relief on a graded

scale subsequently. The amount of ex gratia payment together with the relief now ranges from
Re. 170 to Rs. 283 per mensem.

9.6 We have received a number of suggestions from individuals, associations and other organi-
sations in respect of the CPF scheme. It has been stated that the objective of both the schemes, viz.,
pension scheme and the CPF scheme being the same, there should not be differences in the matter
. of retirement benefits between the pensioners and the beneficiaries of the CPF. It has been urged
that the liberalisation in the pension scheme needs to be appropriately extended to the beneficiaries
under the CPF scheme. Since the schems are structarally different, equality of benefits under the
two schemes is not feasible. We are, however, of the view that the CPF beneficiaries who have
retired on low scales of pay deserve some measure of relief. We accordingly recommend that all
the CPF beneficiaries who have retired prior to March 31, 1985 with a basic pay upto Rs. 500 f)er
mensem may be given an ex gratia payment of Rs. 300 per mensem which will be in addition to the
benefits already received by them under the CPF scheme. - The ex-gratia payments and the periodic
increases already received by those who retired on pay upto Rs. 500 may be so adjusted that the total
ex gratia amount is not less than Rs. 300. We further recommend that ex gratia amount of
Rs. 300 per mensem may be reviewed as and when dearness relief is sanctioned to pensioners, .

9.7 Railways have suggested grant of ex gratia payment to. the widows and dependent children of
deceased employees covered by CPF scheme at 50 per cent of the rate for ex gratia payment. 'We
agree and recommend accordingly for those getting pay upto Rs..500 per mensem.. The eligibility
of widow and minor children for the purposes of this relief may be the same as laid down under
the pension rules. ' . R ,
9.8 ‘In so far as the CPF _ beneficiaries still in service on January 1, 1986 are concerned, we
recommend that they should be deemed to have come over to the pension scheme on that date
unless they specifically opt out to continue under the CPF scheme. The CPF beneficiaries who
decide to continue to remain under that scheme should not be eligible on retirement for ex gratia
payment recommended by us for the CPF retirces. Government may, however, extend the benefit
of DCRG to CPF beneficiaries in other departments on the same lines as in railways, = . <. -

99 Government may also consider the feasibility of giving an option to all other CPF retirees who
are not covered under paragraph 9.6 above to come over to the -pension scheme with effect from
January 1, 1986 subject to their refunding to government the entire amount of government contri-
bution inclusive of interest thereon credited to their provident fund account at the time of their
retirement. ‘ : R o
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CHAPTER 10
PENSION STRUCI'URE FOR PENSIONERS

10.1 " Our terms of reference require us to examine, with a view to having a proper pension struc-
“ture for pensioners—both past and future—the existing pension structure including death-cum-
- retirement benefits.. According to the information received from the Department of Pension and
" Pensioners’ Welfare there were about 16.62 lakh pensioners as on April 1, 1985, out of which 10.81
_ lakh were defence pensioners. The number of family pensioners (both civil and defence) on the
same date was about 3.11 lakh. Pensioners drawing pension upto Rs. 500 were about 91.5 per
cent of the total number of pensioners. The expenditure on peasions has been increasing over the
- ‘years and the current budget estimate is about Rs. 1200 crore. The death-cum-retierement benefits
for civilian employees have been considered by the previous thres pay commissions, For the armed
forces personnel, these benefits were for the first time, considered by the Third Pay Commission.
" Based on the recommendations of pay commissions, ‘government has been making improvements
in the pensionary benefits of various categories of government employees. The general practice
in the past was to give the benefit of improvements for a prospective date. The various 1mprove-
ments made from time to time have been indicated elsewhere in this report.

: 10..2 A major change in the rules governing grant of pension was the introduction of the slab
system for calculation of pension with effect from March 31, 1979. This liberalisation had come
up for consideration before the Supreme Court. In its judgment dated December 17, " 1982 in the
D.S. Nakara Vs. Union of India*, the Supreme Court held that all central government pensioners

: governed by pension rules were entitled to pension with effect from April 1, 1979 as computed under

- ‘the liberalised pension formula irrespective of the date of their retirement. This was the first time

“that the benefit of certain improvements in pensionary benefits was extended to pensioners who
had retired prior to the date from which improvements became effective. The Nakara judgment is

“a landmark in the evolution of pension structure for past pensioners and has laid down the Jaw of
the Jand in this regard. Interms of this judgment, . the following improvementsin pensionary
beneﬁts have a]ready been extended by government to all existing pensioners,—

..(®) apphcatJon of slab system for calcu]atlon of pension;
(u) calculation of. average emoluments over the precedmg ten months mstead of thn'ty six
months;.

(iu) benefit of quabfymg service up to 33 years mstead of 30 years; and

(iv) raising the ceiling on pension to Rs. 1,500 per mensem.
10.3 Government has also extended in the past the benefit of minimum pension to existing pen-
sioners. The minimum pension fixed from time to time was as follows,—

Rupees per mensem

January 1, 1964 R 25/-

March 1, 1970 ‘ 40/~

March 1, 1980 60/~

April 1, 1982 Pension plus relief to be not
less than Rs. 150/

April 1, 1983 Pension plus relief to be not

' I less than Rs. 160/~
TS ALR. 1983, SC 130.
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The benefit of minimum pension fixed from March 1, 1970, April 1, 1982 and April 1, 1983 was ex- .
‘tended to past pénsioners glso.. We have not been able to obtain the basis adopt,ed for fixing the
minimum pepsion from time ta time, The revision of minimum pensnon has generally benefited pcn-.f
sioners who were below the specified limits ~on different occasions,

10.4 ‘Apart from improvements made by govern“nent in the pensronary entrt ements based on
the recommendations of pay commissions or on its own, there has also been a practice of merging
the full dearness allowance or a part thereof in pay for working g out the reckonable emoluments for
computation of pension. The merger of dearness allowance has-been done from - time. to time sinca :
the pay scales recommended by the First Pay Commission came into force, There were three. occa-. .
_sions for merger of dearness allowance after the report of the Third Pay Commission, These were
with effect from September 30, 1972 (index average 272), January 31, 1982 (index average 320) and
recently on March 31, 1985 (index average 568). The merger of dearness allowance was, however, -
not done with effect from the date when the particular index average was reached. - I t was done oana .
subsequent date and was made applicable only to those who retired after that date Generally, the
employees were given the option to have their pznsionary benefits worked out with reference to
the pre-merged pay or pay after merger of dearness allowance. Hawever, a departure was made from
this practice at the time of the merger at mdex average 568 when it'was laid down -that where the
amount of pension calculated after merger of D.A. upto 568 pomts resulted in loss as compared to
the total amount of pension calculated on emoluments after merger of D.A. upto index average 320
with graded reliefs thereon, the loss should be made up by grant of personal pension to the.retiree.
Alarge number of employees who retired after March 31, 1985 are therefore in recelpt of a personal
pension. The personal pension intro ducelfor the first time does not qualrfv for grant of any graded
relief but continues as a separate element of pension, - . ... . e e

T L EEI IR l\,.,

10.5 Government had granted an interim relief ranging betwten Rs. 50/ and Rs 100/ pex‘ month
to central government employees with effect from June 1, 1983 Based on our reeommendatlons,
interim relief at the r.ate of 10 per cent of pay with a2 minimum of Rs. SOf was granted with eﬂ‘ect
from March 1, 1985. Both these mterxm rehefs were reckoned as emoluments for computatlon of‘
pension. L e R

10.6 ° We have indicated elsewhere that the scheme of graded rehef as n; has opezated m the past, }
has praovided more than 100 per cent neutralisation to certain categories of pensroners who retired
after March 31, 1985. Some of these retirees are also in receipt of personal pension whlch was nat .
. extended to any category of pensroners in the past. .
10.7 Govemment had also fixed a maximum limit on amount: of pensron plus graded rellef for
those who retired during different periods. In Department of Pension and Pensxoners Welfare
O.M. No. 42(4)-P&PW/86 dated March 3, 1986 regarding grapt of graded relief to pensioners w_rth g
reference to index average 608 with effect from January 1, 1986, it -has been stipulated that the '
amount of pension plus graded relief in the case of those governed by Tables I and 11 will not exceed "
Rs. 1938/~ while in case of thosa governed by Table HT it will not exceed Rs 1863/~ We have not
been able to obtain the reasons for prescribing a lower limit on the pensron for later retlrees

10.8 On account of the various developments aﬂ'ectmg the pens:on structure drscussed in the pre-
cedmg paragraphs, employees retiring from broadly comparable posts at different points of time are -
receiving different amouints of pension. These differences are duye to the different emoluments drawn
by the retirees at the time of retirement, on account- of merger of dearness allowance wrth pay and
due to graded relref granted from tlme to time. ' : T

10 9 Most of the pensioners’ assocxatxons, and mdxvxdual pensioners have drawn attentxon tothe
disparities in penslons of those who, in their wew, are broadly comparable retirees. It has been
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suggested that a method should be devised for equalisation of pensions. ~Suggestions have also been -
made that all retirees from armed forces should get the same rank pension as would be admissible
to future retirees with reference to the revised scales of pay, irrespective of the dates of retirement.
It has also been suggested that suitable increases may be given to past pensioners so that their -
pensions are broadly comparable to pensions of those retiring on the revised scales of pay. Sugges-
tions have also been made for recomputation of pensions of all existing pensioners by removal of
ceilings and treating the dearness allowance received by them as pay for purposes of pension.

10.10 We have given careful consideration to the various suggestions. The amount of pension
undergoes changes as and when the pay scales are revised. Any attempt to equalise pension with
“reference to the revised scales of pay would, in fact, amount to retrospective application of these
scales of pay. This aspect of the matter was considered by the Supreme Court in a case* dealing with
revision of death-cum-retirement gratuity already received by past retirees on the basis of revised
- pension rules of 1980 promulgated by the Govemment of Andhra Pradesh from April 1, 1978. The
Supreme Court observed that :

' “Improvements in pay scales by the very nature of things can be made prospectively so as to
apply to only those who are in the employment on the date of the upward revision. Those
. = who were in employment say in 1950, 1960 or 1970, lived, spent and saved, on the basis
. © - of the then prevailing cost of living structure and pay-scale structure, cannot invoke
.. Article 14 in order to claim the higher pay scale brought into force say, in 1980. If .
upward pay revision cannot be made prospectlvely on account of Article 14, perhaps
no such revision would ever be made.”

The petition for payment of arrears of gratuity under the revised rules was dismissed by the Suprcme
Court. It is therefore difficult to accept the suggestion for equalisation of pension with reference
to that admissible in the revised scales of pay. We have also considered the suggestion for treating
the full dearness allowance drawn from time to time as emoluments for purposes of pension. We -
find that an application of this principle would result in uneven amounts of pension not only at
different levels but even in the case of employees drawing same pay but retiring during different
periods. In some cases, those who retired earlier may get a higher pension if the graded relief ad-
missible thereon is also taken into account. Moreover, this would involve a considerable adminis-
trative and accountmg work w1thout conferring any uniform benefit to various categories of pen-
sioners. .-

10.11 It seems to us that the application of any one formula is not likely to benefit all categories

of past pensioners. The matter has therefore to be viewed from 3 perspective which not only confers -
benefit to the pensioners who deserve it but is also simple and easy to administer. As a regular

scheme for graded relief came intoforce from 1973 only, those who had retired earlier did not have

the benefit of any protection of their pensions. Prior to 1973, only some ad-hoc relief was given on

a few occasions. It has also to be borne in mind that there are pensioners who retired many vears’

ago and whatever relief is to be provided should be such that it is easily given to them by the

pension disbursing authorities without requiring any detailed recalculation of pension by the pension

sanctxonmg authorities and processing through various channels.

10.12 In this background, we have exammed the question of sxmphﬁcatxon and rahonahsat:on
of the existing pension structure for pensioners. In Chapter 11 we have recommended a regular
scheme for grant of relief to pensioners for price rise over index average 608. Since this scheme is to -
app]y both to employees who retire in future and the existing pensioners, it is necessary that the-
pension structure for existing pensioners is simplified so as to relate it to the relief scheme recom-
mended by us. We note that for purposes of admissibility of graded relief, the existing pensioners

TTTeSLP. 14179-80, 1985, State Government Pensioners Association and Others ¥Vs. State of Andhra Pradesh
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have been divided into four categories broadly with reference to the date of retirement which, in
turn, is based on the dates when the various mergers of dearness allowance with pay took place.

The percentage of graded relief is also different for pensioners falling within these four categories.

Four tables are presently being used by all pension disbursing authorities for determination of graded
relicf on the pensions being disbursed by them. We are of the view that any additional relief to the
existing pensioners should be based on these tables with which the disbursing authorities are fully
- conversant. The tables showing the position of graded relief at index average 608 are contained

in the Department of Pension and Pensioners’ Welfare O.M. No. 42(4)-P&PW/86 dated
March 3, 1986. : v

10.13 The present scheme of graded relief based. on the recommendations of the Third Pay Com{
mission provides for dearness relief at the rate of 2.5 per cent of pension subject to a maximum of
Rs. 12.50 for every eight-point increase in the index average. The maximum amount of relief of
Rs. 12.50 works out on pension of Rs. 500/- per mensem which is also given to those drawing ben-
sion ,above Rs. 500/-. Further, there has also been a restriction on the amount of pension plus
* graded relief. As mentioned earlier, in case of those governed by Tables I & II, pension plus graded
relief at index average 608 is not to exceed Rs. 1938 but for those governed by Table III it is not
to exceed Rs. 1863. The effect of these restrictions is that those drawing pension above Rs. 500/—
have not been given adequate relief against price rise in the past. 'We think that this situation needs
to be rectified while evolvmg a proper pensxon structure for all ex1st1ng pensxoners '

10.14 Taking into account all relevant factors we recommend that both civil and defence pens1o-
ners drawing pension upto Rs. 500 per mensem including family pensioners and persons in recelpt
of extra-ordinary pension may be granted additional relief at the following rates,—

- Categories of pensioners T . Amount of additional relief * *
drawing pension upto : : , e

Rs. 500 per mensem

N3

F

1. Those governed by Table I of O.M. No. 42(4)- . 15 per cent of the amount of pension plus

P&PW/86 dated Mardh 3, 1986 of Depart— ~ of graded relief subject to a mlmmum
ment Pension and Pensioers’ Welfare.” of Rs. 75/— ' S '~ ':
2. I'hose governed by Tables II and III of the ‘. | 10 -per cent of the amount of pensron plus
above O.M.. ' graded reiief subject to a m1mmum of
: Rs. 50/_ S , .

Note : Pension wiil be inclusive of commuted portlon of pension, if any In“the case of pre-

January 1, 1973 retirees pensionwill also include temporary mcrease/ad ‘hoc lncrease/ad'
relief as provided under existing orders. ‘

-10.15 We are of the view that a different formulation is required to provide’ necessary relief in the
case of pensioners dra.wing pension above Rs. 500 per mensem. Since in the case of these pensioners
the graded relief is presently pegged to the amount admissible on pension of Rs. 500, the amount
of relief actually provided to them is much less than 127.5 per cent indicated in Table I, 107.5 per
cent in Tabie II and 92.5 per cent in Table III of Department of Pension and Pensiones’ Welfare
O.M. No. 42(4)-P&PW/86 dated March 3, 1986. This has therefore eroded the real value of pen-
sion admissible at these levels. In Chaptcr 11 we have recommended the manner in which’ relief

“should be given to pensioners in future. Keeping that in view we recommend that the amount
of graded relief in the case of those getting pension above "Rs. 500 should" be raised to a level of

“about 75 per cent of the above mentioned rate lthout any ceilings. Accordmgly, we recommend

“§9
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that the relief in the case of both civil and defence pensioners drawing pension above Rs. 500,
may be recalculated in the manner indicated below. The amount so recalculated will be in licu
of graded relief admissible at index average 608, subject to the condition that it will not be less
than the actual relxef received at that index and the increase stipulaed below : .

' Categones of pensioners drawing pension above Amount of relief
Rs. 500 per mensem :

1. Those governed by Table I of the above O.M. 95 per cent of pension subject to a mini-
: ‘ B mum increase of Rs. 175. .

2, Those governed by Table II of the above O.M. 80 per cent of pension subject to a mini-
. : ' mum increase of Rs. 125. '

3. Those governed by Table III of the above O.M. 70 per cent _of pensiorr subject to a mini-
S : : mum increase of Rs. 100.

NofE : - Pension will be inclusive of commuted portion of pension, if any. In the case of lpre-
- January 1, 1973 retirees, pension wiil also inciude temporary mcrease/ad hoc. mcreaese/ad
. hoc relief as provided under existing orders. ) .

10.16 Pensioners govemed by Table IV of the above O.M. have already been given the beneﬁt

of merger of dearness allowance at index average 568 for pensionary benefits and the graded relief

in their casegenerally provides a neutralisation of morethan 100 per cent. No further rehcf is
" therefore called for in their case. 4

10.17 We have recommended in chapter 5 that in future pension should in all cases be uniformally
worked ouat S50 per cent of pay instead of the slab system. The benefit of this should also be ad-
missible to all the existing pensioners and the ceiling on pension plus graded relief should not apply
to those who retired prior to March 31, 1985. This benefit should not however be taken into account
for computatlon of additional relief recommended in para 10.15. '

10 18 As indicated in para 10.3 the minimum pensxon plus relief is at present Rs. 160/— The

. minimum family pension plus reiief is Rs. 150/-. ~We consider that in the present day conditions,
the minimum pension needs to be raisd. We caccordingly recommend that wherever the existing
pension together with the relief - admissible at index average 608 and the additional relief recom-
mended by us in paragraph 10.14 works out to less than Rs. 300/—. the same should be raised to
Rs. 300/-per mensem. This minimum shall also apply to future pensioners.

10.19 After the pension structure for the existing pensioners has been revised in the light of the
- recommendations made in the preceding paragraphs, the reliefs presently admissible and those reco-
mmended by us should be consolidated with the pension in every case and the total amount so arri-
ved at should be deemed as pension in the pension structure proposed byus with effect from January
1, 1986 at index average 608. This consolidated amount of pension should be the basis for grant of
relief in future in accordancwe with the formula recommended by us in chapter 11. The additions
to pension ata result of our recommendations in this chapter will not however qualify for any
additional commutatlon for existing pensioners.

10.20 As mentioned earlier, a number of pensioners who retired from March 31, 1985 onwards are
in receipt of personal pension which does not qualify for grant of graded relief at present.. In order
to rationalise and simplify the pension structure, we are of the view that personal pension mtroduced
for the ﬁrst time may not continue as a separate ¢lement for a few retirees only. Government may
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consider paying a lump sum amount in lieu of the personal pension on a basis considered appro~ -

priate so that this does not continue as a separate element in the ratxonahsed pensnon structure sug—
gested by us. -

10.21 A few illustrations mdxcatmg the manner in which the exustmg pensxon structure will be
ratxonahsed in the-light of our recommendtlons are given below : -

(A) For pensioners drawing pension upto Rs 500/— per mensen. (para 10.14)

Hlustraton No. 1 — Pre-January 1, 1973 penSione_rs governed by Table I

A B o e

Reckonable emoluments . . . . . . . . Rs.35
Existingpension . . . .. . . . . .+ . Rsd0
Temporary Increase/Ad hoc increase/Ad hoc relief. . . . . Rs. 18
Graded relief at index average 608 . . .. . . Rs. 128
Total . . . . R . . . . . Rs. 186

Addltloual relief at 15 per cent of(5) above subject to a minimum of Rs.75 Rs. 75 |

¥

Total pension with effect from January 1, 1986 . - o Rs 261 To be rais-
' : ed to minimum pen-
sion of Rs, 300..

Hllustration No. 2 — Post-January 1, 1973 pensioner governed by Table }.

Reckonable emoluments . - e PR . .+« . Rs, 80

1. :
2. Existing pension . .. . .-« .., . Rs400 -
3. Graded relief at index average 608 . . . . . . . Rs.510 -
4. Total . . .. . . . . Rso9I10
- 5. Additional relief at 15 per cent of (4) above . . . . . Rs.137

6. Total pension with effect from January 1, 1986 .« . . Rs 1047 - -
Hlustration No. 3 — For pensioners governed by Table II C ) o

1. Reckonable emoluments . . . . . . . . . Re.32T

2. Existing pension . . . . o Rs. 164

3. Graded relief at index average 608 . e e .  .Rs 177

4 Total . . . .. . . . . .Rs3a

5. Additional relief at 10 per cent of (4) above subject to minimum of Rs. 50 Rs. 50

6. Total pension with effect from January 1, 1986 . . .. . Rs39
Illustration No. 4—For pensioner governed by Table IIT |

1. Reckonable emoluments .. . . . .. Re.987

2. 'Exxstmg pensmn . . . . . . . . . Rs. 494

3. Graded relief at index average 608 . . . . . . . Rs. 457 °

4, Total . . . .. . . .'Rs981

5. Additional relief at 10 per cent of (4) above . . . . . Rs96

6. Total pension with effect from January 1,198 . . . . . Rs. 1047
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- (B) For penwoners in recelpt of pension above Rs. 500 per mensem (para 10.15 and para 10 .17) :
Tllustration No. 5 — For penszoner governed by Table I

. 5Reckonab1e emoluments S .. . .' ; . . -Rs. 1200

1
2. Existing Pension -~ . . . . o . . . . Rs. 590
3. Graded relief at index average 608 . .. . . . ... Rs. 638
4. Total . . - . . . v - Rs. 1228
5. Propcaed relief at 95 per cent of pcnsion at (2) above subject to minimum

‘increase of Rs. 175 . . .. .. .. . . Rs.813
6. Difference on account of re-calculation of pension at 50 per cent . . Rs. 10

7. Total pcnsmn with effect from January 1,1986 . . . . . Rs. 1413

IlIustratwn No. 6—F0r pensioier governed by Table IT | '
1. Reckonable emoluments .. .. . . S . . . Rs 1843

2;'AEx15t1ng pension . . . . C s . Rs. 863
3 Graacd Relief at index average 608 . . A . . Rs. 538 |
4 Total . . . . . . . . .. . . . Rsuol
5. Proposed relief at 80 per cent of pension at (2) above. . . . . ‘Rs. 691

: 6 _Diﬂ"erencc on account of recalculation of pension at 50 per cent. . . Rs.59

1. Total pension with effect from January 1, 1986 . . . . . Rs.1613

Illustration N(_).y,7 — For pensioner goﬁerned by Table IIT
‘1. Reckonable emoluments . . . . . . . . . Rs. 2050

2 Existing pensmn B . . . .. . . . . Rs. 945
3. Graded relief at index average 608 . .. . . . . Rs.463 .
4, Total . . . . . .+ . . Rs.1408
-5, Proposed rehef at 70 per cent of pension at (2 above . . . . Rs. 662 |
- 6. Difference on account of recalculation of pens10n at 50 percent. . . Rs. 80
7. Total pension with cﬁ'ect from January 1,1986 . . . . . Rs. 1687

Illustratzon No. 8 — For Densioner governed by TabIe v
1. Reckonable emoluments . . . . . AN . . Rs. 2034

2. Existing pension . - . . - .. . . Rs. 939
3. Graded relief at index average 608 . . . . R . Rs. 63 :
4. Total ', e ;_ . . .. - . . Rs. 1002 + 92
. (personal  pension)
5. Difference on account of reca]cu]atlon of pensnon at 50 percent . ~ Rs. 78
6. Total pension with eﬂ'ect from January 1,1986 . . . ) . Rs. 1080

(excluding  perso-
nal pension).



CHAPTER 11
PENSIONS AND INFLATION

11.1 1n this chapter we have examined the problems faced by pensioners due to erosion in their
standard of living through inflation which were emphasised before us. In the past, efforts were made
by government to adjust pensions with reference to movement in. prices. The adjustments made
and their impact on different groups of pensioners have, however, been uneven..

11.2 Prior to August 1, 1973, there was no regular scheme for compensating pensxonels for in-
crease in prices. Certain temporary/ac-hoc increases in pension were, however, given by govern-
ment from time to time as indicated below :—

Date Amount of pension : Amount of relief
Rs. per mensem - Rs. per mensem
Q) - 0. Y
(1) April 1, 1958 (temporary increase) Upto 50 10.00
. ' ‘ Above 50 but not above 100 . 1250 . ..
Above 100 5 - Marginal adjust-
. ‘ments upto .
112.50
(2) October 1, 1963 (ad hoc increase) Up to 30 7 5.00
. Above 30 but not above 75 . 7.5
Above 75 but not above 200 10.00 :
Above 200 ' - Marginal adjust-

t

" ments up to 210

3) Scptember 1, 1969 (ad hoc increase) ~  Rates in Col 3 of. (2) above were increased by -

Rs. 10 with an overall limit of Rs. 220 on pension plus
ad hoc increase.

(4) January 1, 1973 (ad hoc relief) Below 85 - 15.00 -
, . : : 85—209 o , 21.00
210—499 o - 25.00
500 and above © . 35.00

11.3 A regular schems of providing dearness relief to pensioners based on increase in the 12-
monthly average of All India Working Class Consumer Price Index (1960=100) was for the first
time recommended by the Third Pay Commission. The Commission had noted that under the
provisions of U.K. Pensions (Increase) Act, 1971, the British government had abandoned the con-
cept of relief of hardshlp and had accepted an unqualified obligation to maintain the purchasmg"
power of publlc service pensions. While not favouring the adoption of the UK" practice, as the
conditions in that country differed, the Commission felt that there was enough justification for’
giving reliecfon a regular basis to future pensioners. The Commission recommended dearness relief
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at the rate of § per cent of pznsion subjzct to a minimum of Rs. 5/- and a maximum of Rs. 25/-
per mensem for pensioners to compensate for every 16 point increase in index average. Government
implemented this recommendation. A modification in the scheme was made from December 1,
1980, when government decided to give dearness relief to pensioners for every 8 points increase in
index average at the rate of 2.5 par cent of pznston subject to a2 minimum of-Rs. 2.50 and a maxi-
mum of Rs. 12.50 pzr mensem. In actual implementation, however, relief is given at Rs. 13/- and
Rs. 12/- per mensem for every alternate increase of 8 points in index average.

11.4 When the scheme of dzarness relief to pznsioners was first introduced, the dearness relief of
5 per cent of pznsion subject to a minimum of Rs. 5/- and a maximum of Rs. 25/- per mensem
for every 16 points increase in index average provided a neutralisation of about 62 per cent to' pen-
sioners drawing pension upto Rs. 500/- per mensem. Subsequently, with effect from September
30, 1977 dearess allowance upto index average 272 was merged with pay for pensionery benefits.
This resulted in increased amount of pension in the case of those retiring on or after the above date.
No change was, however, made in the formula for the grant of dearness relief in the" case of these-
retirees with the result that they got the benefit of dearness relief even on additional pension admis-
sible to them on the merged dearnsss allowance. Accordingly while in case of those retiring pnor
to September 30, 1977 the dearness relief provided a neutralisation of about 62 per cent for price
increase to pensioners drawing pznsion upto Rs. 50)/- pzr m:nsem, th2 neutralisation for price rise
worked out to about 85 per cent for the pensioners who retired thereafter. The same thing happened
when merger of dearness allowance with pay took place from January 31, 1982 and March 31,
1985. For those retiring on or after these dates neutralisation for price rise increased further. It
went up to 100 per cent with the merger at index average 320 and at index avergage 568 the percen-
tage of neutralisation at these levels of pension went up to as high as 178 per cent. It is not clear
if this was intended as such, but obviously any scheme of compensation against price rise providing
neutralisation of more than 100 per cent would appear to be umntended

11.5 The suggestlons made by unions of employees with regard to relief on penswn are .: (i) that
pension should be fully indexed against price rise, and (ii) dearness relief to pensioners ‘should be
the same as dearness allowance payable to serving employees. It has been urged that since the-
income of pensioners is already reduced to 50 pzr cent or less as compared to the pay drawn by
them before retirement, price increase affects them much more than the serving employees. It
has also been stated that since the pznsioners do not gzt bznefits like government accommodation,
medical facilities, compensatory allowances and travel concession, any erosion of their pension hurts
them much more than the serving employees.

11.6 The long term aim of a pansion policy should be to provide a reasonable standard
of living which could be deemed be- satisfactory - to retired government
employees. We have dealt with the factors- that should be taken into account in
determining pension ~ in Chapter 2 of this report. The erosion in the value of pznsion has been
‘a matter of concern and rightly a large number of pensioners have urged for protecting the pur-
chasing power of pension through a proper scheme of compensation against price rise. The matter
has also assumed importance due to the increase in the number of pensroners, longer life span and
impact of inflation on pension. : ) . ‘ _

11.7 At present the dearness relief payable fo pensioners has no relation.to the compensation
- for price rise which was admissible to them while they were in service. The relief-is also subject
" to a ceiling of Rs. 12.50 for every increase of 8 points in the 12-monthly index average which becomes
applicable to all pensxoners drawing p..nsnon above Rs. 500/- per mensem. This has created
a number of anomalies in the existing pension structure. We have recommended a regular scheme

64 -



for compensation against price risc to serving cmployees in Part I of our report. We are of the
view that the pensioners also need to be given relief against price rise as a regular arrangement.
‘We accordingly recommend that the dearness relief in future should provide full neutralisation of
price rise to pensioners drawing pension upto Rs. 1750 per mensem, 75 per cent to those getting
pension between Rs. 1751 and Rs. 3000 and 65 per cent to those gettmg pension above Rs. 3000 sub-
ject to marginal adjustments. We also recommend that the price rise for purposes of grant of relief
to pensioners in future should be worked out in the same manner as recommended for serving em-
ployees i Part I of our report. The relief at the rates recommended above may be given twice
a year. We recognise that there may be situations when the government may not find it possible
to grant relief according to the scheme recommended by us. In such situations the restraint, if
any, should apply uniformly to serving central government employees as well as pensioners

11.8 So far as the existing pensnoners are concerned we recommend that their pension structure
may be rationalised and consolidated in the manner recommended by us in Chapter 10. Relief
for price rise beyond index average 608 may be given at the rates recommended above on the
consolidated amount of pension.

11.9 A table illustrating how the relief toj pensionefs should be worked out is at Annexe 11.1.
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 ANNEXE (1.1
s ‘(St_’e ] pa;zisraph 11.9) .

‘Assumczd

Basic pension range 12monthly -~ 12 monthly  Relief .- Assumed Total -‘Assumed . = " Total "~ Total -
for grant of relief index indexaverage payablefrom {2Z'monthiy . relief = 12 monthiy: [relief 12 menthly - relief
- ‘ = averageto - for June 1986 July. 1986 index _ payable index - payable index - payable
- which basic ‘ ‘ averagefor  from averagefor from .  averagefor = from
pension - December JYanuary *June, - July, ‘December, - January,
related - 1986 1987 l__937 ' 1987 1987 11988
1 2 3 4 5 6 7 8 9 10
() Upto Rs. 1750 608 . '632.42 or 4 per cent 637 or 4 per cent 700 or 15 per 760 or . 28 per,
o (December 4.0l per of basic 4. 76 percent of basic about ‘cent of  about25 cent of
- - 1985) cent increase  pension increase pension 15.13 per - - basic - percent . basic
@ B over 608 over 608 cent .. . pension . increase - . pension
e 8 : ' increase o - over§08 - - - -
o g over 608 -
(i) Between Rs. 1751 and - -, . : .
"~ Rs. 3000 : ~ do~ ~ do- 3 percent — do— " 3 percent —do = 1 precent - —do— - 18 per cent
- of basic - of basic ’ of basic A of basic
. pension - . pension " pension pension
(iii) Above Rs. 3000 . —do— —do— 2 percent —do— 3 percent —do— 9 percent —do— 16 per cent
. s of basic . of basic St . cf basic - _of basic
L d pension pension - pension pension -




CHAPTER 12
'~ PENSION PROCEDURES

12.1 The procedure for processing pension cases of central government cmhan emplo yees is laid
down in the Central Civil Services (Pension) Rules, 1972 (pension rules). In respect of railway
employees and members of the all-India Services, separate pension rules exist and the procedure
laid down is similar to that under the pension rules. Under the pension rules the head of office
is entrusted with the responsibility of initiating the work of preparation of pension papers two
years before the date on which a government employee is due to retire. “The responsibility for
ascertaining and recovering government dues from an employee due for retirement also rests with
the head of office and all such dues are required to be adjusted against the amount of death-cum-
retirement gratuity payable to the employee. In cases where departmental or judicial proceedmgs
are pending against an employee, the existing rules provids for sanctioning provisional pension.
Specific instructions issued vide Government of India, Ministry of Finance, O.M. No. F." 11(19)
E. II(A)/58 dated 29th Oc:tober, 1958 and No. F. 18(7)-E.V(B)/65 Pt. v dated 24th June, 1966
already lay down the procedure to be adopted for ensuring timely verification of service in respect
of government employees. Existing rules also provide specific time-frame for every phase of the en-
tire procedure for sanction of pznsion. In the event of the procedure remaining incomplete at the
- time of an employee’s retirement, the head of office is also empowered to sanction provisional pensmn

12.2 Pensioners and their associations have mentioned difficulties experienced by them due to delay
in sanction and payment of pension. They have also drawn attention to the time consuming pro-
cedure for transfer of pension account from one place to another. Doing away with the system
of verification of service, modifying the pensioner’s portion of the Pension Payment Qrder to in-
clude necessary particulars for future revision of pension, providing ready reckoners to different.
_pension disbursing offices, computerisation of pension records and decentralisation of pension
sanctioning authority are some of the other suggestions that have been oﬁ'ered They have also
mermoned about the delay in getting dearness relief. -

12.3 The pension rules and.existing instructions on the subject. prov1de a ngld tlme-frame for
dealing with pension cases and if this is observed every retiring government employee should be able
to get his psnsion immediately on ratirement. As the existing rules permit. voluntary retirement
after 20 years of service, it is nzcessary that a complete review of the service particulars of every
employee should be undertaken at this stage. A certificate should thereafter be recorded in the
service documents to facilitats prozessing of his pension case when he is due to superannuate. We
are of the view that it is not desirable to encourage the present tendency to continue provisional-
pension payments to retiring employees. In fact, government should adopt suitable measures to
tone up the administration and ensure that every retiring employee gets his pension payment order -
on the day of his retirement. - We further recommend that appropriate interest should be paid to ~
the pensioner for any dealay in sanctlomng pension beyond three months from the date of hls re-
tirement. :

12.4 It is also necessary that relevant information such as reckonable service and pay at retirement
are provided to each pensioner, so that he is in a position to verify the correctness of the amount
of pension received by thim. The pension paymeént order may be modified to include this informa-
tion. The Department of Pension and Pensioner’s Welfare should look into this aspect and "also
try to build up a detailed and easily accessible databank about pensioners of various catcgoncs
in different organisations of Government of India. '
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12.5 Members of all-India services, are governed by the procedure prescribed by their state govern-
ments for drawal of pensions. In the case of central government cmployees, the facility for payment
of pension through public sector banks has been provided under a scheme prepared by the Cont-
roller General of Accounts known as “The Scheme for Payment of Pension of Central Government
- Civil Pensmners by Public Sector Banks”. This scheme has been adopted only by some of the state
governments. In other states this facility has not been extended. It is noted that the Controller
General of Accounts, in consultation with the Reserve Bank of India, has issued instructions vide
letter No. 17012/General/79/CGA/1738 - dated 16th July, 1979 expanding the scope of the schemes
launched by some of the state governments so as to provide for payment of pension through public
sector banks, subject to specified conditions. We recommend that the government should evolve
a simple system of payment of pension through banks all over the country, particularly for members
of all-India services.

12. 6 Pension is disbursed through treasuries, banks, post offices and in the casec of armed forces:
personnel, through Defence Pension Disbursing Offices (DPDO) also. The Pension Payment Order
(PPO) issued to a government employee on retirement indicates his identity and the amount of
pension to bz paid to him. Ta: family pznsion to be paid to his family after his death and
the identity of the family members are also included in the PPO. Pensioners have represented that
they are put to. a Iot of inconvenience in drawing their pension from the treasury. The procedure
for preparation of pension bill is time consuming and the system of filing and retrieval of records
has not changed over the years. Even identification of the pensioner from his photograph often
takes time. These procedures need to bz simplified and streamlined. We recommend that govern-
" ment may examine the feasibility of introducing a pension book for all pensioners. A beginning
towards mechanisation can also be made by introducing modern filing and indexing systems and
by the use of electronic calculators. Suitable facilities should also be provided to pensioners while
' they waxt at penswn drsbursmg ofﬁce to draw their pension. -

12.7 Dlsbursement of pension through banks was introduced to facilitate prompt payment to
pensroners It has been pointed out that the banks attach less importance to pension acoounts
compared to commercial accounts. qPensroners have difficulty in satisfying themselves regarding the
credit of pension reliefs and arrears, because bank pass books do not give the details. Since pension
distribution through banks has assumed considerable importance a time has come for the banks
to modernize their pension disbursement system. A change of attitude on the part of bank person-
nel is also required and pension disbursement should not be treated by the banks as a routine acti-
vity. This work should be viewed as a social obligation which the banks discharge on behalf of
the government. - Pensioners should be treated as respected senior citizens and special counters
should be opened for them.

12.8 The use of computers in government work is increasing and pension dlsbursement appears
to be a suitable area for thisYpurpose. Mechanical and electronic cash registers can also be used
at pension  distribution counters to expedite accounting and payments of pension. It
is, however, necessary that before introducing computers, the system of pension disbursement is
suitably streamlined. It may be examined if pensioners could be allotted identification numbers
so as to facilitate computerisation of data. This will be a first step towards computerisation. We
-recommend that the Department of Pension and Pensioners® Welfare should set up an expert body
to study pensron disbursement system and streamlining of the existing procedures. In fact, this
should be a continuing effort so as to provrde maximum satisfaction to the pensioners. This de-
partm°nt should play a leading role in the coordination and effcient implementation of a modern
pension system. The responsibility for dealing with all pension matters including grievances of
pensioners should be of this department,
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- CHAPTER 13 '

DEATH-CUM-RETIREMENT BENEFITS OF ARMED FORCES PERSONNEL

13.1 We have made recommendations regarding the structure of emoluments, allowances, bene-
fits, etc. for-armed forces personnel in Part I of our report. In making these recommendations,
we took note of the peculiar conditions of their service, rigours and hazards of service life, their
truncated career, liability for recall, constraints of organisational structure, etc. We expect that
the package of compensation recommended by us will provide the required incentives to young
entrants taking service in the armed forces as a career. The retirement benefits have also to be
treated as an integral part of the remuneration structure and to be meaningful thesc have to be
comprehensive and related to the peculiar conditions of service in the armed forces. We have kept

this in view while making our recommendations.

13.2 The retirement banefits which are known as “non-effective benefits” in the armed forces,
include benefits like retiring pension, family pension, disability pension, commutation of pension
and death-cum-retirement gratuity. Our examination of the non- effective benefits is based on -
the proposals received from the three services headquarters. Initially we received separate proposals.
In June, 1985 we received joint proposals in regard to these bznefits. After receipt of Part I of our
report, the services headquarters sent revised proposals on pension structure for the past and
future pensmners of the armed forces in August, 1986. In our examination of the pension struc-
ture for the service personnel, we have taken into account the joint proposals received in August,
1986, comments of the Defence Ministry on various points as also various clarifications received
from time to time. We also had discussions with the three Service Chiefs and with the Defence
Secretary and other officers of the Dzfence Ministry on these matters. The discussions were very

uscful for our work. : .

13.3 The pension code for armzd forces pzarsonnel cams into effect from June 1, 1953 based on -
the recommendations of the Armed Forces "Pension Revision Committee (AFPRC). Subsequently,
death-cam-retirement gratuity (DCRG) was introduced . for servicemen in September, 1970.
The recommendations of the Third Pay Commission introduced certain major changes in the pen-
sion code. In January 1982 a study group was constituted under the chairmanship of a senior
officer to carry out an in-depth study of the existing pcasion structure of servicemen, to identify the
areas of short-comings and to make recommendations considered necessary.. The recommenda-
tions by this study group in regard to pznsionary and other terminal benefits of serviccmen were
¢xamined by government and it was decided that the matter should be considered by Fourth Pay

Commission. _ : _

Retiring Pension
Oﬂicers

13.4 A.F.P.R.C. had made recommendations regarding the perlods of standard service
and also the standard rates of pension for each rank. The standard rate of pension was admis-
sible if the standard period of service had been rendered. Where the service rendered fell ‘short of
the standard service, pension was to be reduced at the prescribed rate. ‘
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13.5 The concept of standard period of service and standard rate of pension was recommended
to be continued by Third Pay Commission also. They also recommended certain weightages to
the standard period which were modfiied by government as indicated below:—

Rank ' ‘Standard period Weightage re-  Weightage

o , . of service . _commended by allowed by
' ' Third Pay government

Commission

2nst./Lt S 20 7 9
‘Captain . R 20 7 9
SMajor' . - . . e S22 N 6 8
ook . ... L 5 5
Lt CoL(Sclectnon) o . 24 5 | 7
Colomel . . . . . . . 2% 5 7
 Brigadier - . . . . . . - 28 5 5.
Maj G.neral .  . . . ’ 3(_)‘ . - ' 3
Lt.General . . e e T 30 . - -3
. Gemeral . ;5 | C e 300 — 3

’

W'I'he concept of ‘sta.ndarci ooriodlof sérvioe and standard rate of peo,sion to be calculatedby
f adding the weightages continues The rates of standard pension have bzen modified as and when

pensaon,
- Other rdnks

13.6 The concept of standard rate of pension is also applicable to personnel below officer rank

with the *difference that no standard period of service is fixed and the retiring pension is- calculated

with reference to qualifying service with weightage of 5 years. Standard rate of pension is worked
-out separately’ for each of the ranks in different pay groups. This was recommended - by Third Pay
‘Conimission which had-come to the conclusion that for servicemen retiring around the age of 3540
fyears the pension should not be viewad as thzir sole mzans of livelihood: because at that age the

servicernan can be reasonably expected to be gainfully occupied after retirement. - The slab system
'_1s also apphcable to personnel bclow oﬁicer rank for working out their retiring pension.

13 7 In thelr earher Jomt proposals regardmg pay structure and non—eﬂ'ectlvc benefits, - services
headquarters had suggested running pay band covering all officers and had also suggested retiring
pension to be calculated separately for each officer with reference to last pay. In the subsequent
proposals received after submission of Part I of our report, they have suggested continuance of rank
pension although an integrated pay scale covering officers upto the rank of Brigadier had been re-
commended in Part I of our report. Ministry of Defence has pointed out that as rank pensions
are based on maximum of scales, it. may not be feasible to lay down standard rates of rank pension.
In so far as personnel below officer rank are concerned, the services headquarters have suggested
continuance of rank pension with the existing weightage of 5 years being increased to 10 years.
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13.8 Having regard to rank structure and other service conditions, an integrated pay scale covering
a span of 28 years along thh rank payasa qeparate element has been recommended by us for officers
from the rank of 2nd Lt. to Brigadier in Part I of our report. This ensures a steady pay progressxon,
even for those who are not able to make the mark because of organizational constraints. In view of
the integrated scale of pay the existing system of rank pension for officers needs to bs modified.

In fact as already mentioned this was proposed by services headquarters while suggesting running
pay band for officers. We recommend that retiring pension may be based for each officer, who has
completed the prescnbed service for earning pension, on his pay and the actual qualifying service
rendered by him. We also recommend that the weightage of service, as presently admissible may
continue subject to the condmon that total qualifying service, including werghtage wxll not be more
than33years ‘ , : . . .o e

13.9 Inthe case of personnel below officer rank; we recommend continuance of the existing systcm ‘
of standard rate of pension for each rank in the various pay groups with the exxstmg weightage.

13.10 The services headquarters have suggested that the quantum of pension for each rank should
be calculated at a flat rate of 50 per cent of the maximum pay (including rank pay). We' bave re-
commended improved pay scales for armed forces personnel in Part I of our report. The time span
of many of the scales for personnel below officer rank has been further improved by ‘government at
the time of implementation of our recommendations.. - We have recommended jn Chapter 5, that
pension which confers a long term benefit should be related to basic pay only and that instead.
of the slab system, it should be calculated at 50 per cent of pay drawn during the last ten  months of
service. We recommend that for armed forces personnel also pension' should be worked out on a
similar basis with rank pay added to the basic pay. o e e

" We have recommended ceiling of Rs. 4500/~ per mensem on- basic pensxon in Chapter 5 Thxs
will apply to armed forces personnel also. SR

13.11- ‘Services headquarters have suggested that full pre-commissioned service rendered under the
central government whether in civil department or -in armed forces should bz taken into account
for working out the qualifying service-for-earning - pensiom. It ‘has aléo been suggested -that the*
requireraent of a satisfactory service “certificate for -admissibility -of* pension may be dispensed
with. Ministry of Defence has supported these sug gestions. We agree and rccommcnd accordmgly

Conunutattonofpenszon oo - oo  "" . :
T . : . S e e . R

13.12 Our recommendatxons m Chapter 8. regardmg commutatlon of pemxon wxll apply to armed
forces personnel also. -

"-l..... . T L LTy [N e s [ “,i

Renrmg/Servrce Gratuity = .0 Lo s A _
13.13" The minimum qualeymg service for reurmg pensxon is 70 years for oﬁicers and 15 yeaxs for
personnel below officer rank. thre the SCI'VIC» rendered is less than 20 yeara/ 15 years respectxvely,
retiring/service gratmty is paid..

~ - . - . - .- PUPE -

13.14 Service gratmty is admissible at reduccd rates in cases of dlscharge on compassxonate ar-
ounds/personal reasons. We recommend that retiring/service_gratuity may be paid at a uniform
rate of one month’s pay for every completed year of service for armed forces personnel..” It has been
suggcsted by the Ministry of Defence that since.premature . retirement/discharge is permitted by
government only in deserving cases, there shounld be no reduction in-service gratuity rrrespectxve
of the type of retirement. We agree and recommend accordmgly

Death-cum-Retirement Gratuity (DCRG)

13.15 Our recommendaUOns in Chapter 5 regardmg D.C.R.G: wxll apply to arm.d forces personnel
also. It has been pointed out that the weightge of service for working out retiring pension is not
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: addcd for purposes of DCRG. - Services headquarters have sugg,ested a werghtage of 5 years for this

~‘purpose. * Ministry of Defence has also suggested the same. We agree and recommend that 5 years
may be added to the actual qualifying service for detcrmrmng D. C R.G. subject to the actual qualify~
ing service plus werghtage not exceedmg 33 years

v

-_Dzsabxlzty pension

~13.16° Any drsablement caused due to a wound injury or disease which is attributable to or aggra-
vated by military servce, is compensated by grant of disability pension in cases where servicemen

" ‘are invalided/released/retired from military service. The disability pénsion comprises service ele-
ment and disability element. The service element is determined with reference to service rendered
upto the time of invalidment and disability element is determined with reference to the degree of
disablement., At present the disability element is admissible at the following rates where the disabi-
lity is assessed as 100 per cent :— :

 Rank R L o . . Amount per

‘ I I N L mehsem
“Officers . 4 P S ~ Rs.200/-
(Hony Commrssroned Oﬂicers ': . o Co " Rs. 170/-'- =

‘ Subedar Ma_]or/Subedar/Narb Subedar and eqmvalent in other servrces - Rs. 110/~
Havrldar/Nalk and eqmvalent in other services . , ~ Rs.60/-

- Sepoy and equrvalent in other servrces . SR » : o Rs. 45/- o

- Non-Combatant (enrolled) : R - - Rs. 40/-

~ For disabilities lower than 100 per.cent and upto 20 per cent, the above rates are reduced propor-
~ tionately. . oo S

13.17 A committee on disability pension was appointed under the Ministry of Defence in April,
- 1986 to examine the existing criteria/principle on the basis of which disability element is assessed
.and to make recommendatrons for rationalizing the same to remove the anomalies, if any, in the
existing criteria. The committee submitted its report in July, 1986 and a copy of the report was

.also recerved by us. o .
-

13.18 The services headquartes have suggested that where invalidment occurs prior to completion
of 20 years of service in case of officers and 15 years in case of personnel below officer rank, the ser-
.. vice element in disability pension should be equal to the retiring pension admissible to the appropriate

“ranks in the 20th and 15th year of service, respectively. It has been suggested by Ministry of Defence
that for the sake of simplicity, service element. both for officers and personnel below officer rank may
be fixed at retiring pension admissible at the time of invalidment after including service weightage
even if actual length of service does not qualify for pension. ' We agree wih the suggestion of the
Ministry of Defence and recommended accordingly. In the case of personnel below officer rank,
the service element may contmue to be not less than 2/3rd of the minimum- retrrmg pension of the
rank. ‘ SR

13:19 In regard to quantum of drsabrhty element the services headquarters have suggested that
the existing difference between officers and personnel below officer rank may be dispensed with and
disability element given at a uniform rate of Rs. 600/- per month. The entitlements of officers and
personnel below officer rank for disability element have all along been different since 1939 when the
disability pension was sanctioned for the first time. The A.F.P.R.C. had recommended disability
element of Rs. 150/- for 100 per cent disability for officers and disability element ranging between
Rs. 25/- and Rs. 90/- for personnel below officer rank. The existing rates which are based on the
recommendations of Tthd Pay Commission also maintain the differentiation as indicated i in para-
graph 13.16. ‘-

[}
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13.20 Taking all factors into consideratiop, we recommend that the existing rates of dnabrhty
element may. be revised as follows for 100 per cent disability,—

Ridnk _ ' Amount per
mensem
Officers and Honorary Commissioned Officers Rs. 600/-
Junior Commissioned Officers, personnel below officer rank and Non- Rs. 450/-
Combatant (enrolled) :

For disabilities lower than 100 per cent and upto 20 per cent, the above rates may be reduced
proportxonate]v The rates of disability element recommended by us may be extended to all exxstmg
disability pensioners also.

13.21 We have also examined the suggestion of the services headquarters for payment of 100 per
cent commuted value of disability element when the disability is assessed as permanent, but the indi-
vidual is retained in service. We agree with the suggestion and recommend accordingly.

13.22 Iihasbeen pointed out that the existing procedure for adjudication of the claim for disability
pension takes considerable time. The committee on disability pension had suggested that the powers
regarding adjudication of the claim for disability pension may be withdrawn from the Ministry of
Defence/Controller of Defence Accounts (Pension) and that the recommendations of the medical
boards may be accepted. ‘ R

13.23 We do not recommend any change in the existing procedure for adjudication of the claims
for disability pension for officers. The adjudication of the claim for disability pension in case of
personnel below officer rank may be entrusted to a committee under the military wing of the cabinet
secretariat with representatives of Ministry of Defence, its finance division, Director General Armed
Forces Medical Services and the three services headquarters. There may be an appropriate Appellate
Committee in the Ministry of Defence. :

Constant Attendant Allowance

13.24 Armed forces personnel in receipt of disability pension for 100 per cent disablement are
granted constant attendant allowance if in the opinion of the invaliding/resurvey board such services
are required. Based on the recommendations of Third Pay Commission, constant attendant allow-
ance for non-battle casualties was fixed at Rs. 60/- per month for officers and Rs. 45/- per month for
pcrsonnel below officer rank. As regards battle casualties, the rate of constant attendant allowance
was Rs. 75/- per month. These rates were revised in 1985 to Rs. 150/~ per month for non-battle

cagualties and R+ 200/-per month for battle casualties. The difference between officers and personnel
below officer rank in the matter of constant attendant allowance was abolished. We are of the view
that where in the option of the medical board it is necessary to have a constant attendant, there
may be a uniform rate of the allowance both for battle and non-battle casualties. We accordingly
recommend that the constant attendant allowance may be sanctioned at the rate of Rs. 300/- per.
month both for officers and personnel below officer rank, subject to ful-filling all existing conditions.

In case of existing disability pensioners in receipt of this allowance, the amount may be raised to
Rs. 300/- per month.

Invalid pension

13.25 Where armed forces personnel are invalided out of service on account of causes neither
attributable to nor aggravated by military service, they are paid invalid pension if the service rendered -
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is inot less than'10 years. D.C.R;G. is also payable in addition’to the invalid -pension/gratuity if the
. minimum qualifying service of 5 years 'hds been rendered. It has been suggested that the service
clement of dlsabrllty pension may be given as invalid pension. We agree and recommend accord-
ingly.

Ordmary Famzly Pension

13.26 Otrdinary family pensron is granted to the famrly of serviceman who dies while in service
or after discharge from service, on account of causes which are neither attributable to nor aggravated

. by military service. Our recommendations in regard to famlly pension in Chapter 6 wxll apply to
armed forces personnel also = - : -

Speaal Famzly Pensron

13. 27 Specral family pensron is granted to th° family of serviceman who dies on account of causes
“which are attnbutable to or aggravated by military service. This consists of special family pension
‘to widow till’ death/dlsquahﬁcatron, children allowance and childrén education allowance.” Our re-
commendations in Chapter 7 regardlng ‘consolidated rates of spec1a1 fam11y pension will apply to
armed forces. personnel also. - e : ‘

13028 [ Ifan officer ddes not leave bahind a wrdow or chlldren, hrs parents ‘or minor brothers/srsters‘
;largely dependent upon hrm may be granted a dependent s pe nsron at the followmg rates —

' (1) Both parents -—75 per cent of the specxal family pension. admxssrble
L | to the widow.

- (n) One parent B Lo ,—75 per cent Of. the dependent s pensron that would’
T S ' o 'f .. - have been admrssrble in the case of two. parents
( (m) Brothers/51sters in th° absenf‘e of '--Rs 50/- per month for each subject toa maJumum of

parents e Derooes 0o+ ---50 per cent. of- special family -pension that would

have been admissible to the widow.:

. 13.29 The dep.ndent’s pension is admissible if the parents or brothers .and sisters. were. largely
dependent upon the deceased and their pecuniary circumstances justify the grant. The “means
-limit® for judging the pcuniary mrcumnances of the parents isRs. 12000/- per annum for two parents'
.and Rs 9000/- gr annum for one parent oo

13 30 Specral famlly pensxon granted to w1dow of p.,rsonnel below ofﬁcer rank is known as. ﬁrst hfe
award ‘When. it ceases on account of death/drsquahﬁcatlon of widow, it is contmued to father/
mother. as second life award, dependmg upon their pecuniary conditions. The whole or-a portion
of -the. specral famlly pension may. be continued subject to a maximum -of Rs. 50/~ per month - in
the case. of junior commissioned officers-and Rs. 35/- per month for other ranks. -

13 31 We are of the View that the exrstmg rates of dependent ] pensron “for officers and second
Tife award for personnel below officer rank need to be simplified. We accordingly recommend that
the dependent s pension and second life award may be granted at 50 per cent of the spzcial family
pensxon ‘admissible to the W1dow of the deceased if they were largely dependent upon the deceased
serviceman for support and are in pecuniary need. With this, the exrstrng conditions regarding
“means limit” may be dispensed with.

Liberalised Family Pensionary Awq_rd (Battle Casualties)

'13.32 The liberalised family pensionary. award (battle casualties) is admissible to the family of
serviceman who is killed in action or dies of wounds sustained in action or of injuries sustained

74 .



_during hostilitics. For officers, the spzcial family pznsion (battle casualties) is admissible at 3/4th
of the basic pay of the rank held at the time of death for a period of 7 years or till the deemed age of
retirement, whichever is later. Thereafter the special family pension is equal to normal retiring
pension of the rank last held plus children allowance, subject to the condition that the total of family
pension and the children allowance does not exceed 3/4th of the basic pay of the deceased. For
personnel below officer rank, special family pension is equal to the last pay drawn.

13.33 The services headquarters have suggested that the special family pension (battle casualty)
should be equal to the last pay drawn both for officers and personnel below officer rank and the same
should be admissible till death/disqualification of the widow/nominated heir. We agree and recomm-

end accordingly. No children allowance or children education allowance should be paid in addition.

War Injury Pay

13 34 Service personnel mvahded out after sustammg mjurles durmg war are entltled to war 1n_]ury
pay which consists of service element and disability element. At present service element is equal
to the normal retiring pension. The disability element is calculated by deducting from the emolus
ments last drawn, the service element and the pension equivalent of DCRG, the disability element
being limited to Rs. 500/-. Where the disability is less than 100 per cent, the disability element is
proportionately reduced upto 20 per cent disability. The services  headquartes have suggestéd
that while the service element may be equal to the minimum retiring p..nsion, the disability element
for 100 per cent disablement should be equal to the minimum retiring pensmn sub_]ect toa mlmmum
of Rs 800/-,

13.35 Ministry of Defence has suggested that the war injury pay should be equal to the emoluments
last drawn for life, therby merging the service and disability elemsnts. We'recommend that the war. -
injury pay for 100 per cent disability may be equal to the last pay drawn on the date of invalidment.

For lower disabilities upto 20 per cent, war injury pay may be reduced proportionately. Ministry of
Defence have stated that with the liberalised rates of war injury pay, there wrll be no Justlﬁcatlon '
for including any amount in lieu of rations. We agree. . _ -° R oo

Terminal beneﬁts for Short Service Commzsszoned Oﬁ‘icers R T

13 36 Short service comm1ss1oned ofﬁcers who are not granted regular commission. are gtven
terminal gratuity at the rate of Rs. 1200/- for each completed year of service. The services head-
quarters have suggested that this may be fixed at the rate of two months pay for each completed
year of service. Ministry of Defence has recommended terminal gratuity to be equal to one month’
pay for each year of service. We agree with the Mrmstry and recommend accordmglyt

13 37 The rank of Field Marshal was granted to General S. H.F J Manekshaw, M C w1th eﬂ'ecL
from January 1,1973. A special pay of Rs. 400/- per month over and above the pension admissible
under the rules was sanctioned to him. Subsequently, the rank of Field Marshal was conferred on
General K.M. Cariappa also with effect from January 15, 1986 and he was also given the special pay’
of Rs. 400/- per month. It has been suggested that the total amount admissible as pension and special )
pay to Field Marshal should be higher than the pension of the retiring service chiefs, Our recom-.
mendations in respect of past pensioners will apply to the pension of the Field Marshals also.

GoVernment may decide the amount of special pay to be granted to them from tlme to time keeplng
m view all relevant factors. :

~)
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25 Fin|86—11



. CHAPTER 14
PROBLEMS OF EX-SERVICEMEN

14.1 In Part-I of our report we have discussed the pay and allowances of armed forces personnel
and above made recommendations relating to thease. Apart from pay and allowances, retirement
benefits are other important aspects for those mtendmg to make service in armed forces a career.
We have discussed these elsewhere. :

14.2 The age limits for com 1lsory ratirzmz>nt for arm=d forces parsonnsl are lower as compared
to civilian employees. Apart from affecting career progression, the lower age of retirement also
deprives them of actual earnings for the period by which the retirement age falls short of superainua-
tion age of 58 years generally applicable to civilians. Besides they have a liability for recall. We
have kept these in view while making our recommendations in regard to their retirement benefits.

14.3 The Third Pay Commission had observed that the pznsionary benefits alone should not be
looked upon as the only means for compensating service personnel for early retirement and that
pension should not be viewed as the sole means of livelihood after retirement. The servicemen retir-
ing around ags of 35 to 40 years can reasonably expect to be gainfully occupied and independently
earn their living and that it is necessary for the government to take responsibility of assisting retired
armed forces personnel in securing re-employment. We fully endorse the above view and consider
" that there is an obligation cast on government to ensure proper resettlement of ex-servicemen.

 14.4 ‘At present the total number of defence pensioners is reported to be about 15 lakh. They
constitute the largest single group of retireycentral government employees. Every year about 60,000
servicemen join the ranks of pensioners. : .

14.5 Despite the recommendations of the Third Pay Commission, resettlement of ex-servicemen
continues to be a major problem as the number of jobs available to meet the ever increasing number
of retired armed forces personnel has been found to be inadequate, Therefore, for the first time
government considered it necessary to have a comprehensive review of the work done so far in
regard to resettlement and welfare of ex-servicemen and appointed a Committee in March, 1984
under the Chairmanship of the then Minister of State in the Ministry of Defence. The report of
the high level Committee was submitted to government in Octover, 1984. We have becn informed
that the Committee had given 63 recommendations, out of which 46 recommendations have already
been fully accepted by the governmeént and others are at different stages of consideration. A list
showing the position in respect of the various recommendations as on August, 8, 1986 is given at
Annexe 14 1.

14.6 The followmg three recommendatjons made by the Committee regardmg the pensxon structure
were referred by government to us,—

(i) Recommendation No, 15.37 : Rank-for-rank pension and grant of increased pension
whenever pensions are rewsed

(i) Recommendation No. 15.38 : Appomtmg a permanent standing committee for inter-
relating the cost of living index to pension.

(i) Recommendation No. 15.39 : Restoration of commuted value of pension.



14.7. To facilitate re-employment of the retired servicemen, reservation of vacancjes have been
made by government and public sector undertakings/banks as indicated below,—

Type of posts * Reservation made by central Reservation made by public
government. sector undertakings.

(a) Group ‘C 10 per cent ' 14-1/2 per cent

(b) Group ‘D’ 20 per cent 24-1/2 per cent

(c) Group ‘A’ and ‘B’. 10 per cent of the posts at the

level of Asstt. Commandant in
para-military forces.

A large number of State governments and Union Territories have also reserved vacancies for
retired servicemen for employment under them. In addition to the general reservation of vacan-
cies for re-employment of retired servicemen, certain reservations have been made in specified cadres,
e.g. 60 per cent of posts in the armed constabulory have' been reserved for retired servicemen by .
government of Rajasthan and I0 per cent of the posts of forest guards and S per cent of the posts
of forest watchers have been reserved for the retired servicemen by government of Tam11 Nadu
Details are given in Annexe 14.2. ‘ :

14.8 No systematic data is available regarding the total number of retired servicemen who have
secured employment in civil jobs. According to the Committee, against approximately 60,000
service personnel retiring every year, only about 15,000 servicemen were able to find placement in the
the central/state governments, public sector undertakings and local bodies. The vacancies reserved
for the retired servicemen are not fully utilised and according to the report of the Committee, the
utilization of the reserved vacancies varies between 31-77 per cent depending upon the establishment.
Three lakh retired servicemen are stated to be on the live roster for employment. The Committee
had also noted that reserved vacancies were not fully utilised and had recommended enactment of
a legislation of ensure their utilisation. They had also suggested establishment of an organisation
on the lines of the Scheduled Caste and Scheduled Tribes Commlssxon for eﬂ'ect:vely momtonng the
placement of retired servicemen.

14.9 Apart from reserving vacancies for employment of retired - sevicemert, government - have
given certain relaxations in educational qualifications for their employment in civil posts. For
example, for recruitment to the clerical cadre in banks where the qualifications required for' direct
recruitment is matriculation with first divison, for retired servicemen this condition has been relaxed
to matriculates with second division. Similar relaxation in educational qualifications ex1sts for
recruitment to other groups ‘C and ‘D’ pasts. D:tails are given in Annzxe 14.3.

14.10 To facilitate placement of servicemen in civil jobs after retirement,  various tradés in three
services in which the personnel below officer rank are trained, have been given suitable equlvalence
to trades on the civil side so that employing agencies have no problem in fitting the retired service-
men in suitable jobs. The Directorate General of Employment and Training under the Ministry
of Labour issues orders in this regard from time to time. Some of the State governments have als>

issued orders establishing equivalence between the trades in armed forces and trades in civil em-

ployment. We suggest that as far as possible the various trades in the three services may be included

in the list on a continuing basis so that any servicemar on retirement has mo difficulty in getting

absorbed in trade similar to one from which he retired.

14.11 Government has also considfered it necessary to make certain relaxation in age limits pres-
~cribed for recruitment to civil posts to enable their absorption. For appointment to reserved as
well as unreserved vacancies in groups ‘C’ ond ‘D’ the upper age limit prescribed for recruitment
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is relaxed by the length of mlhtary service with the addition of three yéars, Slmllar relaxation is
available for appointment to groups ‘A’ and - ‘B’ posts filled by direct recruitment, except those
through competitive examinations conducted by Union Public Service -Commission. For these exa--
minations, retired servicemen who have rendered at least 5 years of -military service are allowed a
'max1mum relaxation of 5 years in upper age hmlt Slmllar concessmns are also avallable for. rec-
ruitment in pubhc sector enterpnses/banks : , - o

14.12 Government has extended special prigrities to retlred servicemen for employment Govern-
ment has also exempted them from payment of apphcat;lon/exammatlon fee for recrultment to groups
‘C’ and ‘D’ posts. ;

' 14.13° Where a member of the armed forces dies in harness or is medically aboarded out and is
unfit for civil employment, his dependent can be considered for appointment to groups ‘C.of ‘D’

posts on .compassionate grounds. For this purpose the procedure of selection: through employ-
ment exchange/staff selection commission is relaxed. :

14 14 Government also arranges trammg programmes for. service personnel to enhance thelr
sultablhty for placement in civil jobs’ after retirement. Facilities are provided for post-graduate
diploma in business management, training in Industrial Training Institutes, training in television
" technology, refrigeration and air-conditioning, soap manufacturing, horticulature, cattle rearing,
dairying, etc. Government also provides coaching to prepare the retiring servicemen for competitive

examinations held for recruitment to civil posts. During. 1984—85 about 7000 personnel were-trained
" in’ various disciplines. . : . . : _

-

14 15 While there are difficulties in automatlc placement of retlred servicemen in civil employ-
ment to enable them to serve upto 58 years of age, we suggest that greater effort should be made by
government to enable the retiring servicemen to have a smooth changeover from the military to
civil career after retirement. As the placement of the retiring servicemen in civil employment is not
adequate it is nescessary to have an effective machinery to help retiring servicemen in getting place- i

ment in civil JObS and also to momtor the lmplementatlon of the vanous schemes of government in
this regard ; :

14.16 Government is also making efforts to assist retired servicemen for self-employment Nece-
" ssary consultancy services are being provided to them for setting up small-scale industries along with
other facilities like special reservations for allotment of industrial plots/sheds under the state govern-
ments, loan and interest subsidy from banks and financial institutions and allotment of surplus

* army vehicles. All these steps taken by government are intended to help servicemen to en gage them-
selves in self-employment after retirement. ~

'14.17." The Ministry of Defence is the admmlstratlve and controlling ministry for resettlement
of retired servicemen. There is a Kendriya Sainik Board under the Chairmanship of Defence Minister
-which is respons1ble for laying down policy guidelines-and schemes for the welfare and resettlement
of ex-servicemen. Under the State governments there are Rajya Sainik Boards for each state, with
Zila Sainik Boards for the districts. There is also a Directorate General of Resettlement (DGR)
under the Ministry of Defence which is responsible for arranging re-employment of retired service-
men and also for providing necessary training and assistance for self-employment. T he~h1gh level
Commlttee had recommended reorganisation and strengthening of the set up of DGR. We agree
that DGR needs to be.suitably re-organised to enable it to discharge effectively the functions -<of
providing assistance for re-employment trammg, self-employment etc. Having regard to the com-
plexity of problems and growin g numbers of ex-servicemen and the need to interact. eﬂ'ectlvely w1th
Chief Secretaries of State governments/Unlon Territories and Chief Executlves of public sector under-
takings, we suggest that the post of Director General Resettlement may be upgraded to that- of aLt.

General, The officer selected should not- only have the "abilities and - aptitude for this
work but-also-have a-reasonably long tenure to discharge the responsibilities of the post,” - - =’
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RECOMMENDATIONS OF THE HIGH LEVEL COMMI'I'I‘EE ON PROBLEMS

RECOMMENDATIONS WHICH HAVE BEEN ACCEPTED/PARTLY ACCEPTED

" ANNEXE. 141"
_(See paragraph 14.5)

‘OF EX-SERVICEMEN

PR

OR ARE LIKELY TO BE ACCEPTED OR ARE OF CONSEQUENTIAL NATURE OR ARE
UNDER CONSIDERATION—POSITION AS ON 8-8- 1986 ' ;

SL Recommen- . - Accepted subject '_
No. dation No. - N
1 15.2 Deﬁmuon of an Ex-servicemen. ' 3 s
2 15.6 Special ex—servrcemen placement dnves oo S S
3. 15.7 . Lateral mductron mto suitable Group ‘A and ‘B’ posts L e R
4 15.8 Improvements in the Discharge Certrﬁcate : , o o
5 15.9 . .Sponsoring of ex-servicemen for reserved as well as - unreserved -vacancies
" by Employment Exchanges and for reserved vacancles by Rajya/Zila Sa1mk "
. - - N Boards . . . i e . - ~ - . oy . .
.6. 15.10 Dereservatron of reserved posts for ex-servrcemen stnctly in accordance with
existing rules. 30 clear days for conﬁrmmg non-avaalabrhty Carry forward
* of reserved vacancies for at least one year. - - . e v Al
7. 15.11 Modification.and ‘amendments .to. Recrurtment Rules o w
8 15.12 Revrtahsatron of RaJya and Zila Sarmk Boards. -
9. 15.13 Absorption of released Short Servrce Commrssroned Oﬂicers o e
10. 15.14 Avenues and opportunrtres for ex-servrcemen in new areas for Natronas Bmldmg
' tasks. . - - . o i
11.- 15.18 Dismantling of concessions after acceptance of assured employment upto the
.~ age of 58 years. - :
12, '15.24 . Suitable enhancement in the existing exemptable limit of pension(Rs. 250/-)
on re-employment of officer pensioners in Government jobs.
13. - 15.26° Enla.rged Trarmng opportunmes for personnel dunng the last. 18 months.of
S c..service.t - s It PR S S '
14. 15.27 Formal facrhtres for resettlement trarnlng oF Oﬁicers
15. 1528~ 'Meamngful tralmng programme for- retrrees by the ‘Services. &7 e
16. 15.29 “Equation of mrhtary quahﬁcanons, trades and professxoual eXperlence Wxth
= covsto s Gvilequivalents, L o L ol il s
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SL

Recommen-

Subject
No. dation No. :
17, . 15,32 . Statutory reservation at the Central and State Government levels to help ex-
7 -t servicemen in self-employment schemes. ‘
18;° 1533 “ Services to encourage ex-servicemen to undertake small self-employment pro-
LT Jestse ,
19. 15.34 Central/State Governments to accord preferentlal treatment to ex-serv1cemen
g + - in self employment _.
20..° -°715.357 ' Ancillary units by ex-semcemen for manufacture and supply of items to Defence
"~ industries. : . .
2.7 7 15.36 An amendment to the terms of reference of the Fourth Pay Commlss1on for
examlmng the pension policy of past pensroners ‘ g
22. ... 15.40 Re-arrangmg work of sanctxomng of pension of servxce personnel.
23. 15.41 Simplifying the procedure for sanction and disbursement of pensions.
24. 15.42 . Improvement of emstmg fac111t1es in CDA (P), Allahabad.
25. 15.43 Grant of family pension to w1dows of pre 1-1-1964 pensioners.
26. 15.46 Code of Conduct e !
27, . 15 47'7:' " Chief Ministers, other Ministers and senior serving military oﬂicers shouId
“““ ' meet ex-servicemen during their tours. A
28, 15.48 ~ Revival of practice of Salmk Sammelans for ex-semcemen by the Clnef Mlms-
Shee 7 ters and Collectors. - S
29, 15.49 '»«'JTlmely assxsta.nce and dlgmﬁed treatment. by the Sta.te Governments and Dis-
- trict Admmrstra’uon
30. 15.50.  Service personneI should keep in touch thh ex-servicemen. ’
K) 15.51 Serv1ce Headquarters should orgamse pre-retu'ement orientation courses.
32. 15.52 - IAS tramees at LBS Academy to be gwen lectures on their responsibrhtxes towards
et oot eX-S€rvicemen.. ' ,
33. 15.53 Ex-semccmen should themselves display a high sense of discipliné and conduct.
34.° 15.54 ° Amendments to Land Reforms Act and Rules to protect Iand holding of Def-
. ence personnel and reservations in assignment of surplus land.
35. .7 - '15.55  Housing Boards under State Governments. and UTs to reserve a2 minimum of
10 %, of the house sites/houses: for the: ex-servxcemen ~
36.. - --15.5F .. - Children of retiring Defence personnel studymg m Central Schools be given
automatic admission in Central Schools at or near the place where the parents
' * settle dawn on retirement.
31. 15.59 _Eaustmg facrhtles in military hospltals be enhanced for ex-servicemen.
3., .15 60. States/UT s to extend free medrcal treatment to ex-servicemen.
39, 15.61 Extensxon of canteen facxhtles in districts with larger mumber of ex-servicemen.
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SL Recommen- ~Subject , s
No. .dation No. S e : T RS

40, 15.62 Re-organising and strengthening of Directorate General Resettlement.
41, 15.63 Re-structunng of Du:ectorate General Resettlement '

42, T 15.64 Revxtahsatlon of Samlk Board Orgamsatlon »
43, - 15.65 Strengthening of Zonal Rcsettlement Dxrectorates and provision of staff at

. " Static Headquarters. ,
44, 15.66 Maintaining a data bank of retiring p=rsonnel in smtable EDP system.:.:> V"

45. 15.67 Major publicity drive using all media. - --

46. .- 15.68 ' New publications/handouts for ex-servicemen. - v N
IL. B PARTLY ACCEPTED ' c -
1. 15.56 " Rent Control Legislation should provide for retiring Defeneevp_er,sonnel to get

back their Houses for self-occupation on a time bound basis and under summary -
procedures. Financial assistance to ex-serv1cemen for house co?structlon,
loans on concessional rates. : o L

2. . 15.58 State Governments should provide reservatlon facilities and concessions to the
wards of ex-servicemen for admission to professional institutions.
m LIKELY TO BE ACCEPTED =~~~ B P A
1. 15.1 Ex-servicemen as a separate ,' eategery ln the 1991- Census. :
Iv _ RECOMMENDATIONS OF ' CONSEQUENTIAL NATURE . E
L 15.16 Mamtenance of detalled data to match requu'ement of Jobs in c1v1han depart-
ments. \ I 5

2, (7 15.17 Modalities for assured employment upto 58 years of age

V(a) ’ RECOMMENDATIONS NOT ACCEPTED

L 153 Enactment of a comprehenswe National Ex-serv1cemen Resettlement Act and

. a Draft Model Act for States L o N -
2. 15.5 Establishment of an ex-servxcemen Resettlement Commlssmn (or Commlss-
ioner).
V(b) _RECOMMENDATIO_NS‘ NOT ACCEPTED BUT.WILL OTHERWISE BE
' TAKEN CARE OF THROUGH OTHER SCHEMES ]
1.  15.30 Estabhshment of a National Ex-sememen Fmanc1al Corporatlon at the
’ : Centre. .
2, 15.31  The proposed corporatlon could render all assxstance mcludmg trammg to ex-

servicemen for starting self-employment ventures.
3. ° 15.44  Proposal for a plan outlay of Rs. 170 crores at the Central and Rs 180 crores

"~ at the States Government levels, ~ =~ RER
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SL~ Recommeénda-" SRR " " Subject T ""”""' _
No.  tion No. ) N R
a :15.45 ,f"}&ifoééabﬁ T)f.f:dn‘ds- vide 15.44 to be 'spread ‘o‘v—er a penod of ﬁve years of the '
Seventh Flve Year Plan 7 .
(These recommendatlons relatmg to Specral plan prov1sxon for Ex—semcemen
not been accepted in the form recommended by H.L.C., but efforts will continue
o T e ponise«to secure for Ex-servicemen their due share of benefits under the ongoing pro-
grammes of the 7th Five Year Plan) _
VI (A).:. ... -7 RECOMMENDATIONS UNDER CONSIDERATION DECISION ON
: : WHICH WILL BE TAKEN AFT ER RECEIPT OF THE REPORT OF THE
FOURTH PAY COMMISSION
1. 15.37 Rank for rank pension and grant of mcreased pension to old pensioners when-
' ever pensions are revised. .
72,077 15,38 T 'Appomtmg a permanent standmg commlttee for. mter-relatmg the cost of living
Nov i L8 index to thepensxon ' .
“3.”  15.39 Restoration of commuted value of penswn o
VI(B) . RECOMMENDATIONS UN DER CONSIDERATION RELATING TO
oo o0  ASSURED EMPLOYMENT;D ECISION ON WHICH IS LIKELY TO TAKE
.. .." " SOME TIME ‘
1. 15.15  Assured employment upto the age of 58 years.
VI(C) N RECOMMENDATIONS ‘WHICH ARE UNDER ACTIVE CONSIDERA-
TION :
1. 15.4 .. " Constituting a Parliaméntairy Committee consisting of Members from both the
e oo ..o ... Houses. . , - o )
2. 15.19 Simphﬁcatlon and umform apphcatlon of orders govermng initial ﬁxatron of
.pay and other benefits on re-employment of ex-servicemen.
3. 15.20 Non-pensmner Ex-servicemen be permltted to count full m111tary service upto
5 years and 50 beyond 5.years for mcrements in pay on re-employment butf
,notfor semonty _ S I i
4, 15.21 Seniority and pay ﬁxatron of Emergency Comm1ss1oned and Short Servrce
trewe - . .Commissioned Officers who joined pre-commission training or who were com-
© 77 o7 missioned after Ist November 1962 but before 10 January, 1968.:
3. 15.22- Short Service Commissioned Oﬁicers, Commissioned on or after 10th January,
TR T 1968 be permitted to count their full military service upto 5 years and 509
beyond 5 years for purpose. of fixation of pay on re-employment but not for
) L R semonty _
6. 15.23 Ex—servrcemen on re-employment be permrtted to count then' total lmhtary
service for grant of various types of loans and advances as also for allotment of
<L T - family accommodation. - : :
7. 15.25 Protection of prev10us basrc pay and grant of one increment in the higher pay
ooy TR T ot Tscale'ta Te-employed ex-servicemen on promotlon toa lngher postior grade.
Source : Mlmstry of Defenoe o
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" DETAILS REGARDING RESERVED VACANCIES FOR EX-SERVICEMEN

"ANNEXE' 14.2°
(See paragraph 14 0]
|

State/Unron Territory

Percentage of vacancreq

Remers
Class Il ClassIV ClassI  ClassfT . .01 .
1. Andhra Pradesh . 2 2 ) — — ) S
2. Assanr 2 2 — —_ R
3. Bihar — — — — et
4. Gujarat . .10 200 — — i Fasto
5. Haryana 17 17 5 5 “A - ""'f‘
6. Himachal Pradesh 15 15 15 15 .
7. Jammu & Kashmir 5 10 — — i
8. Karnataka 10 10 10 10
9. Kerala — — — —_ >
10. Madhya Pradesh. . 9 14 — 50%
11. Maharashtra . 15 15 —_ o SRCII
12. Manipur 3 5 :— — % posts of Assrstant_
VCommandants
13. Meghalaya . — — - — ‘ ,
14. Nagaland . . — — __ — \.*i
15. Punjab 15 15 15 15.
16. Orissa . . 7 — —_ —_ o
17. Rajasthan . 212 1S = — 60% posts in Armed
_constabulary also reser-
ved.
18. Sikkim 15 15 — _
19. Tamil Nadu ) — 10 — — 109 Forest Guard &'
_ 59% Watcher. '
20. Tripura 2 2 — — '
21. Uttar Pradesh 3 3 8 @38
22. West Bengal . . 5 10 — —
23. Arunachal Pradesh 10 20 — —

Notes : *For Doctors and Lectures in Medical and Education Departments for ECOSISSCOs only direct appointment

@ For ECOs and disabled officers only.
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SL; Recommend-
~ No. atxon No. -

Subject

: ’_'24 Anda.man & Nlcobar

‘Islands ! FLIN L nde

ffi.,.zs Chandigarh .
26 Goa Daman&Dm
27 Delhi. )
28 Mlzorém
lf:.'429 Pondxcherry

30, I.akshadweep v
! }j31 Dadra and ngar Haveh

10

L0
o

g T
20
R
o
(.:2_\0 §
S

Source Mmlstry of Dcfence



ANNEXE. 14.3
(See paragraph 14.9)

DEI’AILS OF RELAXATION IN EDUCATIONAL QUALIFICATIONS GIVEN TO
-- EX-SERVICEMEN FOR EMPLOYMENT IN CIVIL POSTS

Whether reserved or Prescribed educa- Relaxation admissible = -
. unreserved or filled  tional qualifica-

by direct recruitment tions

Type of post

(3) Any post by
direct recruit-
ment

(b) Group Reserved
LD’

(©) Gfoup Reserved
‘C.

(d) Group ‘C

(e) Clerical Cadre in
public sector
banks

B.A.

Partly filled by re-

cruitment and partly

by promotion or

transfer.

Reserved Matric I Div. -
Higher '
Secondary

Il Division.

Soun'e :

Mlnlstry of Defence.

Relaxation in case of commissioned
officer who passed out of TMA/
NDA before INU accorded recog-
nition to NDA Courses as equiva-
lent to Degree and who have §
vears of  satisfactory = military
service. Lo )
Exempted in respect of ex-service-

‘men with three years of satxsfactory

military service. - ¢

Relaxable- at the discretion of
appointing authority in respect of
ex-servicemen - with three years

. ‘mlhtary service.

An ex-servicemen shall be deemed

to satisfy the prescribed educational

technical quahﬁcatlons prowded :

he :—. T

(a) sansﬁes the educatlonal/techm-
cal - qualifications prescribed
for direct recruitment to° the
post from which promotion -
or transfer to the post m
questron is allowed; -

(b) has ‘identical - -experience of
work in a similar discipline
and for: the same number of
years jn the Armed Forces as
prescribed for promotees or
transferees.

Matric I[ Division -
-Higher Secondary Hr ansnon.
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CHAPTER 15
MEDICAL AND OTHER FACI‘LITIES

) z ‘ FEE ] ‘ r '
15. 1 Medlcal facrhtles are provrded to central government cmhan emp]oyees ana thelr fam:hes
under the followmg schemes —

(i) Central Government Health Scheme (CGHS) T A5 T

(i) Medical Relmbursement Scheme (MRS) under the Ccntral S..rv:ces (Medrcal Attendance)
Rules, 1944.

(m) Rallway Medrcal Scheme (RMS)

.We have referred to this in Chapter 16 of Part I of our report. There are separate arrangements
for provrslon of medical facilities to armed forces personnel and their families. .

15 2" "The necd for, medrcal attentlon increases with advancement of age. We have received a
number of suggestions from pensroners and their associations for extension and improvement of
medlcal facrhtres to them '

:,.\. :
¢ Q2

: . Y
15 3 Employees who -are covered under CGHS continue to get medical attentlon even after theu'

superannuation/retirement on payment of prescribed contribution. The facilities under this scheme

inclade outdoor as. well as mdoor treatment and are extended to dependent family members of the

pensioner. ... |

15.4 It has been suggested that these facilities may be further extended and hberahsed to cover
pensioners living in different parts of the country. Suggestions have also been made for provision
of these facilities free of charge, re-imbursement of medical expenses incurred if the pensioner is not
~ staying within a reasonable distance from the dispensary anda fixed medical allowance. It has also
“been pointed out that employees’ working in the central government ard unior territories who were.
not covered by CGHS while in service are not eligible for these facilities after their retirement even
though they may settle down in-a place where CGHS facilities are available.

15.5 ;We understand; that thc government is considering the improvement and expansion of CGHS
for pensioners.. : Government have extended CGHS facilities to even those other than its employees
at certain nominated dispensaries on payment of contributions. We recommend that CGHS facili-
ties may be extended to all retired civilian government employees including those of union territories
even if they were not covered by rt while in service. This may be done wherever such facilities are
provrded '

+

15.6 The" Health Insurance Scheme started by General Insurance Corporation in 1984-85 has
recently- been Tevised to make-it more attractive. However, under the scheme there is no provision
for domiciliary treatment. - In our view medical facility including domiciliary treatment is a basic
requirement and should be ‘made available to all pensioners and not confined only to a few major
cities. We suggest that government may examine the modality of introducing a special comprehen-
sive medicare scheme, for. pensioners. The scheme should be simple and easy to adnnmster and
provide facilities similar to those available under CGHS. The question of making one time payment
for the medicare scheme by the pensioners and/or by government may be examined while formulating
the scheme.
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'15.7 Under the Retired Railway Employees Contributory Health Scheme (RRECHS) the medical
facilities are at present restricted to the employee and the spouse only on payment of prescribed contri-
bution. It has been urged that retired railway employees should be eligible for free medical attention
on a scale similar to the one applicable to the serving employees. Requests have also been made to
the effect that if hospital facilities are not available within reasonable distance the retirees should be
re-imbursed medical expenses incurred by them. ~Department of Railways may examine the improve-
ments that will be necessary in extendmg further facilities of medicare to retired railway employees

15. 8 Defence pensxoners and thelr famlhes and the fanuhes of deceased serv1ce personnel drawmg
pension of some kind are entitled to free out-patient treatment in the nearest armed forces hospital
including supply of medicines necessary for their treatment. These personnel are also eligible for
in-patient treatment in such armed:forces hospital subject to certain conditions.” This does not in-
clude treatment for diseases for which facilities are not ordinarily available from local military sour-
ces. It was decided in 1981 that domiciliary treatment of defence pensioners and their families for
chronic diseases like pulmonary tuberculosis and leprosy may be providéd in armed forces hospitals
at certain selected: stations...It has-been suggested. that government should ensure continued pro-
visiop of complete medrcal facﬂrttes to. defence pensioners, their immediate dependents.and - widows
in receipt of any kmd of pension. It has been further suggested that in-patient treatment should :
not be restricted onl)g to the facilities avallable at the local armed forces hospitals but transfer to other .

hospitals for specialised treatment should be allowed. At present, out of overall sanctioned beds in.
the armed forces hospitals a maximum of 500 beds will be used for the in-patient treatment of the

defence pensioners in peace time. The requirement of serving personnel have to be kept in view

while extending medical facilities to defencé: pensiorters in armed forces- hospitals. Government -
may therefdre review the position from time'to timé and extend such additional facilities to defence

pensioners as may-be feasiblé taking into account all relevant factors. - Recently, government of Kar-

nataka have extended facilities in regard to in-patient treatment of defence pensioners. Similar faci- - -
lities,-if extended by other State gOVernments, wrll go a long way id catermg to the needs of defence. '
pensroners. s S ' S v

- cn

15.9- A number of suggestlons have been recewed from the pensxoners and thetr assocxatlons re- ,
questing various facilities for pensioners on par with serving government employees. There is. also -
a suggestion for creation of a welfare fund for pensioners. While it may not be feasible to extend to
pensioners ; all the facrhtles that are avallable to serving government employees, we suggest that em-
ployees should be gwen approprlate gmdance to plan for retirement at an early stage of their career.
We have suggested the appomtrnent of personnel officers in Part I of our report and we thmk that
they can play a very important role in helpmg the employees to plan for a satlsfactory retired
life. We have also reccommended improved pay scales in Part I of our report which will improye the-
pension and other retirement benefits and thus enable the retlrrng government employees to- lead a
decent retired - life. - We would also suggest that government. may examine the possibility of
providing facilities of . reading-room, library, recreation, etc. in major metropolitan centres- having
substantial number- of pensioners preferably in the same:complex where a CGHS dispensary is
located so as to serve-the social needs of the pensroners Such a- place will also provide opportu—
nity for. exchange of mformatlon .

15. 10 'l'here are many government and quasr-government agenc1es engaged in house bmldmg wuh
substantxal financial assistance from government and/or. public financial institutions. We recom-
mend that for such agencies it should be stipulated that a certain percentage of houses constructed
by them may be reserved for allotment to retired central government employees. . Efforts may also
be made to provide in these localities community facilities like hbrary, common room, dlspensary
and bus terminal.
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' CHAPTER 16
OTHER MATTERS

[N

16. l In thlS Chapter we propose to dlscuss certain other matters concerning pensuoncrs which have
been raised- fm our conslderatlon These are,— _ -

(|) re-emplovment of pensxoners
(n) govemment employees absorbed.in pubhc sector undertakmgs, and

- (i) forum for pensmners

(l) " Re-employment of Pensioners

rl

'16.2 ‘The general guidelines to be followed in cases where in the exrgencxes of publlc service and
in the interest of administration it becomes necessary for the government to continuein service certain

emp]oyees even after superannuation have recently been modified and government have consolidated
the same under Central Civil-Services (Fixation of Pay of Re—ernployed Pensioners) Orders, 1986.*
The pensioners have been broadly classnﬁed mto two catcgones for the purpose of fixation of pay
on re-emp]oyment name]y—

(1) employees in B, C and D categones who retxred before attammg the age of 55 years. and (ug)
.other retired employees. For employees in category (i) the pay on re-employment is fixed at the
minimum of the scale of pay of the post ignoring the pension and/or pension equivalent of retirement
benefits to‘'which they are eligible. In other cases pay on re-employment is fixed ynder the relevant
orders and from this pay, pension and pension equivalent of retirement benefits are deducted. How-
ever, in the case of pensioners who have retired from group ‘A’ posts before attaining the age of 55
years, the first Rs. 500 of pension and pension equivalent of retirement benefits is not adjusted. In
such cases, pensmn and pensnon equivalent of retirement benefits are not allowed to cxceed Rs. 3500
per month. :

16. 3 ‘Government have consider ed it necessary to place certam restnctlons on acceptance of
commercial employment by retired employees within two years after retirement. This is being re-
gulated under the provisions of rule 10 of Central Civil Services (Pension) Rules and the All India
Services (Death-cum-retirement) Rules 1958 in respect of officers belonging to All India services.
These restrictions apply to group A officers. No such reqtnctlons have becn placed on employecs of
groups B, C and D with a few exceptions. :

..16.4 Suggestions have been made for hberahsmg the existing rules for grant of penmssron to
those seeking cominercial employment after retirement. It has also been urged that instead of re-
quxrmg all group A officers to obtain prior permission, it would be adequate if certain specific sensitive
posts in ministries/departments are identified for such purpose. In other cases it should be sufficient
for the employee to intimate details of his commercial employment to - the ministry/department

: eoncemed with a declaration to the effect that he has had no previous official contact with the -orga-
‘nisation with which he proposes to take up employment. Violation of this could be -dealt with
under the pension rules for ‘withholding/curtailing of pension. We suggest that government may
review the existing rules and procedures so as to enable the concerned Ministries to deal with these
cases as well as identify specn‘ic poctq for which such prlor permission should be necessary.

JE -

* Vide Government of India, Deparlmem of Personnel and Training O.M. No. 2/1/85-Es(t. (P11), dated July 31, 1986-
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16.5 As regards fixation of pay on re-employment it has been suggested that since gratuity and
pension are received for services rendered in the past by the employec, these:should not be deducted
while fixing pay oo reemployment. Suggestion has also been made that the. existing methads of.

determining pension equivalent of gratuity for the purpose of fixation of pay on re-employment needq
to be reviewed.

16.6 The procedure adopted for calculation of pension equivalent of gratuity had come in for re-
view in a case* decided by Supreme Court.  As the retirement benefits of the employees will improve
with the revised scales of pay, we suggest that government may review the entire question of fixation

of pay on re-employment, including the amount of pensionary benefits whnch should be ignored
on such re-employment and issue revised guidelines. - S ~ '

(I1) Govermment employees absorbed in Public Sector Undertakings

16.7 Under the existing rules, a central government employee absorbed in public sector undertaking
wholly or substantially owned or eontrolled by government is deemed to have retired from govern-
ment service and becomes eligible for retirement benefits. For this purpose, the employee is given.
optlon to choose between retirement benefits, including the facility of commutation of 1/3 of hn
pepsion or to receive commuted value of one-third of his pension and terminal benefits equal to the.
commuted value of the balance amount of pension. In the case of a central government employee
who gets absorbed in the public sector undertakmg and elects to commute only 1/3rd of his pens:on,
dearness relief as admissible on full pension is available to him after he finally. retires from the pubhe
sector undertaking. During the period of his employment in the oroamsatlon, the payment of dear-
ness relief is suspended. However, as he continues to be a government pensioner, he gets the
benefits of liberalisations in relief and pension from time to time . In the case of a- government em-

ployee who has opted for a lump sum payment in the form of “terminal benefits” no dearness relief
is allowed even after he retires from the public sector undertaking.

16.8 We have received suggestions for grant of dearness relief to those employees who have availed
of “terminal benefits™ after they have retired from the public sector undertaking. They have also

requested for extending the benefit of family pension to them as available to central government
employees

16.9 At present, wherever the public sector undertaking has a separate family pension scheme for-
mulated for its employees, the central government employees absorbed in such public sector under-
takings are governed by those provisions and not by the family pension scheme applicable to govern-
ment emaployees. 1In case the public sector undertaking has no separate family pension scheme or

the employee is not eligible to join such a scheme, he continues to be governed by the family pension
scheme applicable to government employees.

16.10 We have carefully considered the suggestions. We note that these government employees
absorbed in public sector undertakings are deemed to have retired from government service from the
date of their absorption. Since they have received lump sum amount in lieu of full pemlon, they
cease to be gavernment pensioners. Persons who are not actually in receipt of any pension cannot be
treated as pensioners and considered for relief on pension. We however understand that there are
only a limited number of such employees. As recommended for CPF retlreee in Chapter 9, govern-
ment may consider the feasibility of giving an option to these employees to come over to the pension
scheme subject to their refunding the entire amount of terminal benefits received by them at the time

of absarption. We do not suggest any change in the existing rules governing grant of family pension
to government employees getting absorbed in public sector undertakings.

* AIR 1986, SC 240 Shiveshwar Prasad Sinha ¥s. Union of India and Oihers.
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("I) Forum for Pemzoners - o ol

- 16.11 Tthas been suggested that the interests of pensioners should be looked after by a body similar
to those under Joint Consultative: Machinery ‘(JCM/Permanent Negotiating' Machinery. (PNM)

- schemes.. ' Recently, this aspect has received attention of the government and the Department of Pén-
sion and Pensioners’ Welfare has constituted a Standing Committee of Voluntary Agendres (SCOVA)

under the department wrth the followmg objectrveq —

(1) To provide a feedback on. programme rmplementanon of the department

(n) to drscuss and cntrcally examme new polrcy mmatlves and ’ " o

SN

(' i) to moblhse vo]untary effort to supplement the government actron' _— e e

- A copy of the Resolutron issued by the government in.this regard isat Annexe 16:1.

ficance, 'We would however suggest ‘that’ government may examrne broad-basmg the Ob_]CCthCS
: (11) and (111) referred to above so at to hi ghlrght the various problems of pensroners like medical and
housing needs, their utilisation in socral welfare schemes like’ adult educatron, rural development '
'urban lmprovement efc. “While dorng 50, Secretanes of the concemed mmxstnes]departments rep-
* resentatives of some of the State governments by rotation may also be mcluded in' the Committee.
‘ The Commlttee should be presrded over erther by the Cablnet Secretary or Secretarv, Department
‘of Pensron and Pensroners Welfare Thrs wrll serve asa forum to deal wrth all fhe problems of

'»penswners Lr e e REPEILTIE L ﬂv" Crle

FE RN
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ANNEXURE 16.1
(See Paragraph 16.11)
(TO BE PUBLISHED IN THE GAZETI‘E OF INDIA PART I SECTION‘I)
GOVERNMENT OF INDIA

Ministry of Personnel, Public Grievances & Pensions
(Department of Pension & Pensionei's"Welfare)

RESOLUTION
New Delhi, the 31st July 1986

No. 41/24/86-P&PW. ' The President has been pleased to decide .that a Standmg Commlttee of

Voluntary Agencies for the Department of Pension & Pensioners’ Welfare should bg constltuted w1th
immediate effect.

1. The composition of this Committee will be as under :—

1.

3.

Dr. Bool Chand,
Presxdent

Bharat Pensioners Samaj,
New Delhi.

Shri Ripudaman Singh,
Senior Vice President,
Bharat Pensioners Samaj,
New Delhi.

Shri S.S. Machandran,
Secretary General,

All India Central Councxl of Pensxoners Assocxatlons.
New Delhi.

Shri B.G. Vaze,

General Secretary,

All India P&T & Other Central
Government Pensioners’ Association,
(Main Centre),

Pune. :

Shri M.S. Hinge,

General Secretary,

All India Retired Railwaymen’s,
Federation,

Bhusaval.
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6. Brig. Ram Singh (Retd.),
President, :
Indian Ex-Services League,

. New Delhi.

. 7. Col. B.S. Panwar (Retd.),
** " Senior Vice President,

_ . Indian Ex-Services League,
’ New Dethi.

8. Ma_] ‘Gen: Budh Smgh MC (Regt ),
President, -
Haryana State Ex-Services League. -

9. Air Comdre M.S. Dandeker (Retd.),
President,
Maharashtra State Ex-Servxce League.

10. Brig. Nandagopal (Retd.),
President, . .
Tamxl Nadu State Ex-Servxces League.

-* ‘11. Brig: B. R. Upadhyay PVSM (Retd ),
© - President,

Bihar State Ex-Services League,

‘The Addmonal Secretary in the Department of Pension and Pensioners’Welfere will functi
on as the Convenor and Member Secretary of this Committee. The Government will have the

power to associate such official members as may be considered necessary from time to time with
with the work of this Committee.

2. The term of oﬂice of the non-official member will be for a period of one year.
3 The Comm1ttee shall function to promote the following objectlveS'

@) To prov1de a feedback on program me implementation of the Department.
(1)) To discuss and critically examine new policty initiatives. .
(iii) To mobilise voluntary effort to supplement the Governmeﬁt action.

4. The Commlttee wxll hold jts meetings as often as may be necessary

5. TA and DA to non-official members for attending thé meetings of the Commxttee shall be regu-

Jated in accordance with the provisions of S.R. 190 and ord
as issued from time to time. orders of the Government of India thereunder

6. ‘The expenditure involved will be met from within th ion :
Iv . e sanctioned budget grant under th j
Head of Account 252, A-Secretariat General Services, A-I-Secretariat, gk—lﬂ)—De;art:ng??);

Personnel & Training, A-I(T)(3)-Travel Expe d
Grievances and Pensions for the year 198633 7nses under Grant No. 75-Ministry of Personnei, Publxc

Sd/-
(I. K. Rasgotra)

Additional Secretary to the Government of India
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CHAPTER 17

DATE OF EFFECT AND FINANCIAL IMPLICATIONS OF RECOMMENDATIONS

(@) Date of Effect

17.1 1In Part I of oar report we had suggested that the bznefit of the scales of pay recommsnded by |
us may be given from the beginning of the current financial year. This recommendation was modi-
fied by the government and the revised scales of pay for groups ‘B’, ‘C’ and ‘D’ employees have been '
given from January 1, 1986. The matter regarding group A’ employees is still under consideration.

17.2 The 'pay structure proposed by us is based on iaex average 608. We therefore “ recommend
that death-cum-retirement benefits for central government employees including employees of union
territories, personnel belonging to all India services and armed forces personnel and the rationalised
pension structure for pensioners proEed by us may be made applicable with eﬂ’ect from J anuary l 1986

17.3 In the case of employees retiring during the period January 1, 1986 to September 30, 1986,
government may consider treating the entire dearness allowance drawn by them up to December 31,
1985 as pay for pensionary benefits. -

17.4 We have suggested improvements in death-cum- retlrement benefits and ratlonalxsatlon of
pensxon structure. If in the implementation of our recommendations there are any hard cases requlr-
ing special consideration, they may be dealt with on merits by the government.

17.5 The improvements in some of the existing pensionary benefits have be'en suggeeted to be exten-
ded to past pensioners also. Any other benefits requiring similar consideration r may be decided by go-
) government taking into account all relevant factors.

(II) Financial Implications

17.6 We had indicated in Part I of our report that the estimated additional cost 1n respect of the
pension structure for pensioners-both past and future-and the death-cum-retirement benefits will
be covered in Part IT dealing with these matters. We have tried to estimate the additional cost involved
in our recommendations on pensionary matters. It is difficult to indicate the additional cost in respect
of improvements in the rates of family pension, extraordinary pension, terminal benefits to temporary
employees, etc. as some of these pensiohs are admissible under special circumstances only and the
requised information is also not available under the existing system. We have, therefore, attempted -
to indicate the additional cost in respect of some of the major items where some information is avai-
lable. In estimating the additional cost, we have taken into account the revised scales of pay recom-
“mended in Part [ of our report and the decisions taken by government thereon. The inemediate
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_additional expsndituré on our recommendations re1atmg to retirement bznefits on this basis is indcated
below:—

Item - , Estimated expenditure . per annum
L : , (Rupees in crore)

Civilian Armed  Total
employees = Forces. '
including  personnel

‘ ~ ' ‘ U.T. -
1, Refa'ring pension and gratui'ty{ PR . . e 10 , 15 25
_'2‘ Ex-gratia payment to retu'ees under contnbutory provi- _ . ‘
' " - dentfund scheme. . - . . . . . . 27 o -z
‘3. Rationalisation of pension struefui'e . o | - L
o (i) for pensionefs . .. . | u . . | 73 114 187
(ii) for famxly pemsioners . . . . . .. . 21 14 35
4. Improvement in the disability element and constant atten- , : R
dant allowance.. .. . . . . . . .- 24 . A |
CTOTAL . . . .. . : 131 167 298

Say Rs. 300 crore

- 17,7 It may be seen that of the estimated annual expenditure, improvements in retirement bene-
fits for future pensioners will cost about Rs. 25 crore. The remaining expenditure representing more
than 90 per cent is in respect of rationalisation of the existing pension structure and much needed
relief for past pensioners and retirees. We have discussed in detail the économic background in Part I

- of our report. The estimate additional expenditure of Rs. 300 crore per annum is Justxﬁed for meetmg
- the genume needs of pensmners
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CHAPTER 18 o
SUMMARY OF MAIN RECOMMENDATIONS AND CONCLUSIONS

1. Pensions to former members of the armed forces and civilian employees of central government .

is not by way of charity or an ex-gratia payment, or a purely social welfare measure. Itisin the nature
of a “right” which is enforceable by law. (2.3)

2. The existing Act, the rules and regulations do not contain a definition of the term pension wh1ch
explains its meaning, concept or content. (2.11) :

3.  The concept of “pension’ always had the latent desire to provide for the eventuality of old
age and disability by disease or accident or death. Its real parpose was security. (2. 13)

4. The basic idea earlier was to give a sense of economic security and 1ndep..ndence to a c1v1l ser-

vant so as to make his functioning more efficient. ~ The meamng.changed over the years and became
more and more generous. (2.15). :

5. A pension is a series of periodic payments to a person usually payable monthly, for hfe, for past .
services of hnnself or another. (2.16) - .

6. The concept of “pension” carries within it the germ of certainty, penod1c1ty and adequacy :
, @ 17)

7. thle the capacity or financial resources of the employer is a factor to determme adequacy, we
should continue the efforts to provide adequate pensmns to government employees. (2. 17)

8. Aim should be to provide that even in retirement, 1f the employee has been careful and prudent, '
he may maintain his residuary family in a way and at a standard considered reasonable by the society
where he belongs, making cost of living adjustments as and when necessary "2.17) -

9. Aim of pension is to prowde economic security in the fall of life. Since prices undergo change, 1t ,
should also be the aim to maintain the level of pension. (2.21)

10. There should also be a fa.lr and just system of pens1on adjustments to prov1de for unforesecn
socio-economic changes. (2.23).

11. ‘Content’ of pension is variable according to the conditions of the service,~ the reasonable ex~

pections arising out of it and the resources of the employer. The content of social security ‘pension’
is ever widening.” (2.27)

- 12, Broadly speaking, there are two methods to meet the financial commitment for pensions: the

current disbursement approach, and the ‘funded’ plan approach, In most developed countries, the
funded plans are contributory. (2.28)

13. We subscribe to the objectives stated in g:neral terms, that a retirement plan should provide an
orderly means of retirement for older employees. (2.30) .

14. The age of the employee, state of health, length of service and his pay are some of the factors
to be taken into consideration in determining pension. (2.32), (2.33), (2.34) and (2.35)
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15. Economy of the stata is another factor which bzaars on determination of pensions and connected
with this is the other factor whether the employee is entitled to any other soclal benefit in addition

to pensxon (2.36) , , : .

'16. Existence of separate schemes of pensions like contributory scheme, may be a relevant factor
in determining what will be a proper ora suitable scheme of pensions. (2.38)

17. Any benefit, hke concessmnal medical treatment, that may be available in addmon to retirement
.is also of relevance to take into con51derat10n. (2.39) . :

18. Beneﬁts of a pension for widows, or for the famly, isan attractrve beneﬁt by 1tself and deserves
to be taken into consideration. -(2.40)

19. Traditionally, pensions were unalterable, but that was because the value of money was stable.
., Now, there is no escape from the concept of adjustment in view of the persistent rise in the cost of
llvmg A person may be willing to accept a somewhat lower rate of pension calculation if he i is assured
that its value will not decline apprecxably (2.4)

,20. . It has been declared as the law of the land in Nakara’s case that pensioners form a class by them-
selves and this class is not divisible for purpose of entitlemient and payment of pension into those who
. retire ‘before’ and those who retire ‘after’ a certain date arbitrarily fixed for the purpose.
This being the law, it is a factor to reckon that any changed formula for computatlon of pension will
work back all pensioners who retired earlier also (2 43)

21. The scheme of pension should not act as a disincentive to savings or breed waste or extravaé—
~ ance or undermine the incentive to work. The state should explore the possibility of utilising the experi-
ence and expertise of its good and able pensioners as best as possible. Pensioners should look on such
opportumtles as 'means for serving their country even in retirement. * (2.44)

22. Good pensmns like any thmg good should be earned durmg workmg life and valued dunng :
retired hfe (2.45) .

23. Most of the State governments have generally been followmg the central government pattem for
grant of pensionary benefits to their employees. Even changes made from time to time in various
rules with regard to these benefits by the State governments appear to have been mﬂuenced by the
mprovements made by the central government. (3.2) v .

24 The retlrement benefits in differént States are generally .on the: ex1stmg central government
pattern except m regard to the restoration of commuted value of pension. : (3.9

25. The beneﬁts available to employees of Public Sector Undertakings (PSU) at the time of retire-
. ment are mostly in the form of employers’ contribution to provident fund, gratuity and facilities for
leave encashment. Family pension scheme has also been adoptd by some of the PSU under the
provisions of the Employees’ Provident Fund and Miscellanequs Provisions Act, 1952. This scheme
is dlﬁ'erent from the family pension scheme applicable to central govemment employees.  (4.1)

26 No reduction is favoured in the existing reqmrement of 10 years qualifying srvice for grant
~of pension to civilian employees. . Lo . (5.12)

-21.. The calculation of pension with reference to the pay last drawn may not be beneficial to
" employees in all cases. The existing scheme under which pension is calculated with reference to pay

drawn durmg the last 10 months of service may continue, : . (5.15)
28, To s1mp11fy and ranonahse matters pension may be calculated at 50 per cent of pay for all
categorles of central government employees. ~ , (5.19)

- 29. Basic pension for government employees may not exceed Rs. 4500 per mensem. - (5.20)
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30. The pay for purposes of reurement beneﬁts should be the basxc pay in the revised pay struc- _-
ture. ‘ . : , S (821)

31. In evolving a scheme based on pension fund the government will have to consider if the fund
should cover only the fresh entrants to government service or also the existing employees The
institutional arrangements for management of the pension fund by way of creation of special trust,
employees response to the proposed scheme and all other related aspects will also have to be
considered. ‘ . (5.22)

32 To rationalise matters service gratuity may be allowed at a uniform rate of l/2 month’s
pay for each completed six monthly period of qualifying service below 10 years. (5.23) j

33. No change is recommended in the existing rules governing payments of Death-cum—Retuement /
Gratuity. DCRG may be treated as retirement gratuxty . I : (5 27)

34. Temporary employees who have rendered continuous satisfactory service for long perlods

should be given the benefits of pension and DCRG as available to permanent employees on super-
annuation. The required period of service may be reduced from 20 to 10 years in such cases. In
the case of employees whose total temporary service is less than 10 years at the time of retire-
ment terminal gratuity may continue to be admissible as at present. - (s. 30) A

35. The basic rates of famlly pension should be different from the normal pens1on rates -
6.6
36. The exxstmg rates for grant of family pension may be revised as follows :— -

Basic pay in the revised scales - Rate of family pension per mensem

(a) Rs. 1500/~ and below 30 per cent of pay subject toa minimum of Rs. 300.

(b) Above Rs. 1500 . . 15 per cent of pay subject to a minimum of Rs. 450 |
. and a maximum of Rs. 1000 : :

No change is necessary in the existing provisions for payment of family pension at hlgher rate for -
a period of 7 years or upto the age of 65 years, “whichever is less. Famlly pensioners should
continue to be eligible for grant of relief on pension in case of increase in prices to the same extentr ’

as other pensxoners. ‘ o (6 8)
. 37. A better way of providing rehef to the family of an employee who dles while in servrce after .

20 years of service would be to increase the rates of death gratuity. : (6 ll)‘

38. The rates of death gratuity may be revised as follows.— L

Qualifying service : Amount of death gratuity

Less than one year ) 2 times of pa;

One year and above but less than § years 6 times of pay

5 years and above but less than 20 years 12 times of pay.

20 years and above. .l/2 of pay for each completed 6 month]y penod of

qualifying service subject to a maximum of 33 -
times the pay and monetary limit of Rs. 1.00 lakh.
' (6.11)
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39. In all cases of death in harness (whether the empleyees are permanent, quasi-permanent or

temporary, death gratuity may be paid to the families at rates recommended. 6.12)

.40. There should be uniformity with regard to the age limits applicable to children of deceased
employees in the matter of grant of pensionary benefits under the various rules. It may be examined

- by government whether a uniform age limit could be prescribed both for sons and daughters. Once
a uniform age limit has been prescribed, the condition under the existing rules that the family pen-
sion payable to a son or a daughter shall be stoppzd if he or she starts earning his/her livelihood
may be removed. . (6.13)

41. Modlﬁcatlon in the definition of famjly for grant of benpefits under the dlﬂ'erent service rules
the several lmphcatlons and should be considered by government in all its aspects, keeping in view
the repercussions on employees working in various organised sectors. Government may also con-
sider the larger question of the responsibility which it should assume at this stage for the families and
other dependents of deceased government employees only. : (6.17)

42. In the famlly pension scheme under the pensien rules no separate pension is payable to child-

" ren. If the wife/husband of the deceased employee is alive family pension is paid only to her/him.

i

Where the deceased employee does not have a living wife/husband that pension is payable to children
" upto specified age. The same principle should apply to family pension under EOP rules also and
the additional pension admissible to children should be merged and consolidated family pension

\grven. o . (7.10)

'43. The rules for payment of educatron allowance to children are cumbersome as they involve
verification of annual income of decefased employees family from time to time before the:allowance
is paid. The present procedure needs to be simplified and brought in line w1th the provisions of
family pensxon under pension rules. - B (1.11)

44, Rates of consohdated family pension inclusive of children’s pension and education aliowance
where applicable in different sets of circumstances will be as given in 7.11. (7.11)

45. At present the monthly amount of disability pension for 100 per cent loss in the earning capa-
cxty is equal to the ordmary famlly pensron admissible under the pension rules This may continue.
. ' (7.12)

46. In cases where an employee has suffered disability attributable to government service and
has been granted disability pension under the EOP rules and needs some artificial aids under medical
advice he should be provided such aids initially and their replacement subsequently should also
be ‘provided by government, _ o (7.1 3).

47. The existing pay limit of Rs. 700 per mensem for grant of famlly pension under liberalised pen--
sionary awards may be raised to Rs. 2200 per mensem. These awards need to .be rationalised.

(7.17)

-

. 48. ‘No change recommended in the emstrng limits on commutatlon of pension. The whole sys-

tem of commutation of pensmn requires a de novo examination. Government may examine the

" feasibility of introducing scheme under which pension will be restored after a short period of

about 7 years or o for both civil and defence pensioners. (8.7), (8.8) and (8.9)

49 Contnbutory Prowdent Fund beneficiaries who have retired prior to March 31, 1985 with a
basic pay upto Rs. 500 per mensem may be given an ex gratia payment of Rs. 300 per mensem in addi-
tion to the benefits already received by them under the CPF scheme. The ex gratia payments and
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the periodic increases already received by those who retired on pay upto Rs 500/- may be so adjusted S
that the total amount of ex gratia payment is not less than Rs. 300/-. The ex gratia amount of Rs. 300
per mensem may be reviewed as and when dearness relief is sanctioned to pensioners. (9.6)

, 50. Widows and dependent children of deceased CPF beneficiaries getting pay upto Rs. 500/- per
mensem may be sanctroned ex gratia payment of 50 per cent of the rate,” = . . 9.7

51. The Contributory Provident Fund beneficiaries still in service on Japuary 1, 1986 should be
deemed to have come over to the pension scheme on that date unless they specifically opt out to
continue under the CPF scheme. Government may extend the benefit of DCRG to CPF benefi~ |
ciaries in departments other than Rarlways on the same lines as in Rarlways ' 9.8y

52. Department of Rallways may consrder the fea51brlrty of giving optlon to other CPF retirees |
to come over to the pension scheme with effect from January 1, 1986 subject to their refunding -
to government the entire amount of government contribution mcluswe of mterest thereon credited
to their prowdent fund account at the time of their retlrement ‘ - 9.9)

53. Based on the recommendatlons of pay commissions, government has been making improve-

ments in the pensionary benefits of various categoies of government employees. The benefits of
such improvements were from a prospectlve ‘date. S T (10 1)

54. The Nakara Judgement 1sa landmark in the evolutlon of pension structure for past pensmners
and has laid down the law of the land in this regard. In terms of this judgement some improvements
in pensionary benefits have already been extendedby government to pensioners, including those
who retired prior to the date from which the improvements became effective. - = - (10 2)

55. Government has also extended in the past the benefits of minimum pension to emstlng pen-
sioners. . ‘ _ o ‘ o (10.3)

56. Apart from improvements made by government in the pensionary entltlements based on the

recommendations of pay commissions or on its own, merger of full dearness allowance with pay
has been done from time to time srnce the pay scales recommended by the First Pay Commission .
came into force. ‘ o L ‘ (10.4) -

57. Personal pension was introduced for the first time for a number of employees who retired
after March 31, 1985. Tt does not qualify for grant of any graded relief. , , _(10.9) .

58. In Department of Pension and Pensioners’ Welfare Office Memorandum No. 42(4)-P&PW/86
dated March 3, 1986 while granting graded relief to pensioners with reference to index average 608
with cffect from January 1, 1986 it has been stipulated that the amount of pension plus graded relief
in the case of those governed by tables I and II will not exceed Rs. 1938 and in the case of those
governed by table III it will not exceed Rs. 1863. ' 10.7

59. Employees retiring from broadly comparable posts at different points of time are receiving
different amounts of pension on account of merger of dearness allowance with pay and due to
graded relief granted from time to time. : ‘ (10.8)

60. Pensioners’® associations and individual pensioners have drawn attention to the disparities in
pension of broadly comparable retires and suggested that a method should be devised for equalisa-
tion of pensions. Retirees from armed forces have suggested that they should get the same rank
pension as would be admissible to future retirees. (10.9)
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61. The amount of pension undergoes changes as and when the pay scales are revised. Any attempt
to equalise pension with reference to the revised scales of pay would amount to retrospective appli-
cation of these scales of pay.-It is diffigcult to accept the suggestmn for equallsatxon of pension’with
reference to that admissibe in the revised scales of pay. - o (10. 10)

- 62, The apphcatron of any one formula is not llkely to benefit all categorxes of past pensroners
The matter is to be viewed from a perspective which not only confers benefits to the pensioners who |
deserve it but is also simple and easy to administer. Whatever relief is to be provided it should be
such that it is easily given to those who retired long ago by the pensron disbursing authorities wrth- -
out - requrrmg any detailed recalculation of pension by the penswn sanctlomng authorrtles and -
~ processing through- varrous channels R » ’ A f (10 11)

- 63. The scheme recommended for grant of rehef to pensioners for pnce rise over index average
608 is to apply both to existing pensroners and those who retire in future. It is necessary that the -

pension structure for existing pensioners is rationalised and simplified. Under the existing govern--
ment orders there are four tables presently being used by all pension disbursing authorities for

determination of graded relief on the pensions being disbursed by them. - Any additional relief to
the existing pensioners should therefore be based on these tables Wxth whrch the drsbursmg
authoritie s‘are fully conversant. - . . ..o T o Pl (10 12)

64 As a result of peggmg the amount of graded rehef to pensron of Rs 500 those drawing pen-,

sion above Rs. 500 have not been given adequate relief aga.mst price rise in the past. This situation '

needs to be rectlﬁed whlle evolvmg a proper pensnon structm;e for ex1$t1ng pensroners (10 13)
RN {

65 Both crvrl and. defence pensroners drawmg pensxon upto Rs 500 per mensem rncludmg famrly

pensioners and persons in receipt of extra-ordinary pension may be granted additional relief at rates

recommended , . (10.14)

- 66. The relief in the case of both civil and defence pensroners drawing pensron above Rs. 500, may
be recalculated in the manner mdrcated L A o (10. 15) .

Ny ,67 The recommendatlon for recalculatmg pension at 50 per cent of pay instead of the slab sys- -

tem should apply to all existing pensxoners and the ceiling 'on pension plus graded relief should
not apply to those who retired prior to March 13 1985 : C10.17)

68. The beneﬁt ansmg out of recalculatron of pensron at 50 per cent should not be counted
for computatlon of additional relief recommended. _ q (10. 17)

69. Mlmmum pensron for pensroners 1nc1udmg famxly pensroners may be ﬁxed at Rs. 300 per
mensem. In case of existing pensioners, where the total amount of existing pension plus relief plus
addrtronal rehef recommended falls short of Rs. 300, the same may be raised to Rs. 300 per mensem.
-Th1s mmnnum shall also apply to future pensioners. .. - S (10.18) |

70. 'The reliefs now admissible and those recommended should be consolidated with the pension
in every case and the total amount- so arrived at should be deemed as pension in the rationalized
structure proposed with effect from January 1, 1986. The consolidated amount of pension should
be the basrs for grant of future rehef (10.19)

71. The addltrons to pensrons recommended in Chapter 10 W1ll not quahfy for any addrtronal .
commutation for exrstmg pensioners. . : ' (10. 19).
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72. Government may consider paying a lump siim amount in licu of the personal pension ona
basis considered appropriate so that this does not continue as a separate element in the rationalised
pension structure. , (10.20)

73. Dearness relief in future should provided}, full neutrahsauon of price rise to pensioners draw- :
ing pension upto Rs. 1750 per mensem, 75 per cent to those getting pensxon between Rs. 1751 and -
Rs. 3000 and 65 per cent to those getting pension above Rs. 3000. The price rise for purposes of
grant of relief to pensioners in future should be worked out in the same manner as recommended

for serving employees in Part I of report may be given twice a year. - - (11.7)

74. So far as the existing pensioners are concerned their pensions may be rationalised at index
average 608 (1960 — 100) in the manner recommended. Relief at the revised rate recommended

may be given on the consdidated pensions in future for price rise over index average 608.
, (11.8).

75. It is not desirable to encourage the present tendency to continue prbvisional pension to re-
tiring employees. Government should adopt suitable measures to tone up the administration and
ensure that every ret@nng employee gets his pensmn payment order on the day of his retirement.
Appropriate interest should be paid to the pensioner for any delay in sanctioning pension beyond
three months from the date of his retn'ement o (12 3)

76. The Department of Penswn and Pens1oners Welfare should try to bu11d up a detaﬂed and
easily accessible data bank about pens1oners of vanous categones in dlﬁ'erent orgamsanons of
the Government of India. ’ o _ , o (12 4) '

The government should evolve a simple system of payment of pensmn through banks all over
the country, paricularly for members of all India Serwces . , N (12 5)

77. Government may examine the feasibility of mtroducmg a pension book for pensioners. A
beginning towards mechanisation can : aIso be made by introducing modern filfing and mdexmg
systems and by use of electromc calcultors.” Suitable fac111tles should also be prov1ded to pens1oners
while they wait at pension dlsbursmg officesto draw their pension. . - , o (12 6)

78. A change of attitude on the part of bank personnel is also required and pension disbursement
should not be treated by the banks as a routine activity. This work should be viewed as an obli-
gation which the banks discharge on behalf of the government. Pensioners should be treated as
respected senior citizens. Spec1al counters should be opened for them to expedlte payment of
pensxon - ‘ 4 ; (12 7)

79. It may be examined if pensioners could be allotted 1dent1ﬁcat10n numbers SO as to facmtate
computerisation of data. This will be a first step towards computerisation.. The Department of
Pension and Pensioners® Welfare should set up an expert body to study pension disbursement system
and strcamline all the existing procedure for disbursement. This should be a countmumg effort
s0'as to provxde maximum satisfaction’ to the pensioners. - S (12 8) -

80. The cxisting system of standard rate of pensmn for commmswned officers may be modlﬁed
and the retiring pension calculated for each: officer based on his pay and the actual quahfymg service
rendered by him after adding the weightage of service presently admissiblé. ~ (13.8)
81. Incase of personnel below ofﬁcer rank, the existing system oi‘ standard rate of pension separabe-
ly for each rank in the various pay groups may continue with the existing weightage of 5 yezz;. 9
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82. Tn= retiring/ssrvicz gratulty may bz pzud at a uniform rate of one month’s pay for every
completed year of servrce SR L (13.14)

83 There may be no reductlon in the service gratmty 1rrespect1ve of whether the retlrement is on
compassxonate grounds or on personal reasons. . v (13 14)

84 Wergh;ttage of 5 years may be added to the actual quahfymg service for determmmg death-
cum-retirement gratuity for armed forces personnel. . - .. . ‘ (13.15)

85 ‘The revised rates of drsabrhty element for 100 per cent dlsabuty may be ﬁxed at Rs. 600/- for
 officers and honorary commissioned officers and Rs. 450/- for JCOs, personnel below officer rank
and . non—combatant _(enrolled).. i ' . . : : - (13.20)

86 The revised c;f rates[‘c’ﬁsablhty element may be ext@ed to all exrstmg dlsablhty pensioners
., of “arm) Torces. ' , 0 (13.20)

87. Where dlsablhty is assessed as permenent and the serviceman 1s retamed in service, 100 Per:
( cent commuted value of drsablhty element mey be paid.. .. - o . (13.21)

88 Constant attendent allowance both for battle and non-battle casualties may be increased to
Rs 300 and may be extended to existing disability pensroners also. : : R 13.24)

89. The existing rates of special family pension, childern allowance chrldern educatlon allow-
.ance. may be replaced by consohdated rates of specral famlly pension. : 0 (13.2])

90 The terminal gratmty for short servrce commlssroned oﬁicers may be equal to one months’
pay for each completed year of service. ‘ (13.36)

The office of the Director General Resettlement may be upgraded to enable the Director
General Resettlement to liaise effectively with the State Governments/Union Territories/Public :
_Sector Undertakmgs T e T ‘ . (14.17)

.92;" Central Government Health Scheme facilities may be extended to all retired civilian govern-
ment employees including those of Union Territories even 1f they were not covered by it while in
&serv1ce, wherever such facilities are provided. '*- c : (15.5)

93. Government may examine the question of introducing a special- comprehenswe medicare
scheme for all pensioners.” The scheme should be stmple and easy to admmlster and provide faci-
+lities srmrlar to those available under CGHS C L e (15.6)

: ) !
94 Department of Ratlways may examine the 1mprovements that w1ll be necessary in extendmg
further facilities of medicare to retired railway employees _ (15.7)

95. Government may review the position from time to time and extend such additional facﬂmes
to defence pensmners as may be feasible taking mto account all relevant factors o (15.8)

96, Government may examine the possrbrhty of provrdmg facrhtres of readm" room, library,
‘Tecreation, etc. in major metropolitan centres having substantial number of pensioners prefer-
ably in the sams complex where a CGHS dispensary is located so as to serve the social needs of
the pensroners "Such a plac.. will also provxde opportumty for exchange of mformauon (15.9)

97 There are many government and quasi government agencies engaged n house building with
substantial financial assistance from government and/or public financial institutions. A certain
percentage of houses constructed by them may be reserved for allotment to retired central gvern-

ment employees. : : (15.10)
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93. Government m1y review the existing rules and procedures relating to commercial employment
after retirement so as to enable the concerned ministries to deal with these cases as well as identify
“specific posts for which prior permission should be necessary. : (16.4)

99, As the retirement benefits of the employees w1ll improve with the revised scales of pay govern-
ment may review the entire question of ﬁxatlon/of pay on re-employment mcludmg the amount of
penstonary benefits which should be ;gnored on, such re-employment and issue revised guidelines.

(16.6)
100. No change is proposed in the existing rules governing grant of relief of pensioﬁ and family
pension to-central government employees observed in pubhc sector undertakmgs - (16 10)

101. Government may examine broad-basmg the ObJCCtIVCS of Standmg Committee of Voluntary
Agencies so as to high-lisht the various problems of pensioners like medical and housing needs, .
their utilisation in social welfare schemes like adult education, rural development, urban improve-
ment, etc. While doing so Secretaries of the concerned Ministries* Departments, representatives
of State Governments (by rotation) may also be included in the Committee. This will serve as a
forum to deal with all problems of pensioners. The Standing Commlttee may be presided over by
the Cabinet Secretary or Secretary, Department of Personnel.. e 1(1612)

-

102. Recommendations regardmg death-cum-retirement benefits for Central government employees
including personnel of union territories, all India services and armed forces may be given effect from
January 1, 1986. C o f | S a1y

103. In the implementation of our recommendanons hard cases, 1f any, may be dealt w1th on ‘merits
by government. s » SRR , (l’f 3)
104. The immediate additional expendlture on the recommendatxons is estimated to- b., about
Rs. 300 crore per annum. About 90 per cent . of the expenditure is in respect of rationalization of
existing pension structure and much needed relief for past pensioners and retxres and this expenditure
will be justified in meeting genume needs of pensioners; - : |, . - i, - (17 5)
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'CONCLUDING OBSERVATIONS
' ACKNOWLEDGEMENTS'
In Part I of our report we have recommended an improved pay structure to enable ‘a government
. employee to lead a clean, honest and respectable life at a standard compatible with what his likes
~ attain or accept as reasonable at his level of living. We have dealt with p:nsronary beneﬁts and

other related matters against the followmg background —

‘ .

(1) the ratlonahsed and lmproved pay structure recommended by us in Part I of our report'
(n) the exnstmg retirefient beneﬁts and the’ dlﬁicultles brought to our notice;
(m) glvma a fair deal to all government employees and p..nsroners, o

(1v) the complexrty of th° existing pmsronary schomss and. tz'nzed to introducs simplicity
and easy understandmg, and - ‘

(v) eﬂicrent and quick admLmstranon of the schemes

T

A

In evolving a proper pension structure, we have viewed pay and pznsion as an integral part of

the career of a government employee requiring equal attention. It must be emphasised and ' reali-:

: sed nght from the begmmg of the career that full economic security on retiremznt cannot bz ensured

only through a pension system but every retiree must have some personal savings also. Pensron

© income, even if suitably protected against price rise, will not provide the same purchasing’ power

throughout. - There is therefore ‘need to encourage employees right fiom the beginning - of their

career to make positive efforts to save some portion of their income towards retirement needs. Our

.. recommendations in Part I of our report relating to restrictions on'advances and withdrawal from

provident fund, higher benefits under group insurance scheme, the scheme proposed by us for a

Housmg Fund and other benefits will undoubtedly make it possible for them to have some
savings.

Retired persons had limited opportunity to represent to goverament to bring their earnings in
line with prices though they are equally affected by it. - It is in this context that be have suggested
a regular arrangement for relief againt price rise for pensioners also. :

Some of the employees who retired several years ago receive pension less than that admissible
to employees who wi,ll be retiring hereafter. There is need to evolve a scheme for rationalising and
improving the pension structure otherwise the existing dlstortlons among pensioners would continue
to be a source of dissatisfaction. )

As the pay structure is in the process of being revised on the basis of our recommendations
and long range nature of pension commitments, we have considered it prudent to bring the changes
in pension structure suitably in line with pay revision rather than doing it later. The timing of the
restructuring of pension is important as it will eliminate many of the future difficultics. We have
therefore suggested consolidating pension including relief at a particular index level. It will eliminate
the need to continue many different schemes and orders issued thereunder. It will also provide
equitable though not necessarily uniform benefits and restore a proper balance between past and
future pensioners. 1t will also provide a simple but more eﬁicnent administration of pension system.
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However, some of the differences which were mherent in the various schemes cafmo't"be« {:)taﬂy
resolved. Therefore what we have recommended is a ratlonallsed pension  structure which will
reduce the differences between different categorles of pensxoner to some extent,. 'We are aware of
the limitations of this approach but for the ulnmate success of a pension system we have combined

the ideal with the possible.

Pension structure recommended by us will provide a reasonable measure of security in old age
and undoubtedly provide incentive to government employees to contribute their best in the form of
improved service to the community. We have, in Part I of our report, indicated the purpose behind
our various recommendations and follawing the same underlying need and the increased awareness
of security in old age, we have recommended restructuring of the pension system. Hopefully we
look forward to this being realised. .

We have been able to complete this part of our report with the help and assistance of all . con-

cerned. We are grateful to the Comptroller and Auditor General, the Cabinet Secretary, Secretaries

‘of Ministries and Departments, heads of various organisations and others who responded to our
invitations for discussions on various issues. The three Services Chiefs also favoured us with their
views on various matters relating to pensionary beneﬁi". T d forces personnel and problems of
ex-servicemen and we are grateful to them. We woukf ,h-kev-to exbress our thanks to the officers of
ministries/departments, state governments umox,{ te;ntones and public sector undertakings who
gave us all necessary assistance in the completlon of-oir work.. We are also thankful to the
representatives of unions and associations of cenf'ral Government employees and pensioners who

gave us their views both in writing and during the' dnscussmns on: vanous matters. :

We gratefully acknowledge the work done by all Oﬂicers and members of the staﬂ‘ at all levels in
the secretariat of the Commission. The dedication of the members of our staff and their expertise .
in their respective fields of work helped us in the completion of our task.  Our Consultant—
Shri S.S. Parhar gave useful suggestions and advise and we are thankful to him. While we are
unable to acknowledge the work done by our staff individually, we note with gratitude their contri-
bution to the work of the Commission. In particular, we would like to place on record our sincere
appreciation of the work done by Shri H.M. Singh, Additional Secretary, Shri R.K.. Mathur, Joint
Secretary and Sarva Shri S.C. Dutta, T.R. Shahani, N. Parthasarathy, Ajay Prasad, Directors and
Shri M.R. Vaidya, Deputy Secretary. Dr. S.S. Srivastava, Director and his staff have been mainly
responsible for the preparation of the statistical supplement to our report and we are also grateful to
them. We also wish to place on record the valuable assistance given by Sarva Shri V.P. Jain, Secre-
tary to Chairman, B.K. Das and Iqbal Nath who functioned as Private Secretaries to - Member and
Member-Secretary. :

sd. | | . sd.
(Prof. M.V. Mathur) (A.K. Majumdar)
Member _ ' Member - Secretary
New Delhi
December 12, 1986.

105



Ttis necessary to place on record my grateful thanks to my esteemed colleague, Shri A K.
Ma_| umdar, Member-Secretary of the Commission. His vast knowledge of adnumstratxon was of
immense help in dealing with the problems of pensioners and pensron structure. The leadership
provided by him to our Secretanat made it possnble for the commission to complete its task in  ood
. time.

P H

- s
New Delhl o (Prof MV Mathur) |
December 12, 1986. _ Member »
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