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I INTRODUCTION I 
34 1 One of the major factors that has to underlie our 
recommendations is the general economic situation in the county 
Obviously, if the economy is in a mess, the employees alone cannot have 
a Eood time On the other hand, ifthere is a generally upbeat mood in the 
country, Government employees should also share in the general 
prosperity 

i l l 1  t Y I <  Xrirop I ) /  74 2 Today, as we write the present report, the reforms under 
the New Economic Policy have made deep inroads into the various sectors 

I C’I”” I - 11lc’ 
ofthe Indian economy The unleashing of the reforms package has been \ P I 1  I . (  Ot l01111~ 

Hc’forlll T by far the m s t  significpt development on the economic front in the last 
decade These reforms have brought India to the threshold of a new era, 
a era which is marked by a transition away fiom the strong interventionist 
development strategies to more open and market-oriented strategies 

! / I (  J ) I < ’ \ I ’ i I I  

lhc p tk’!-lT 01 j q  3 The reforms were essentially a response to the 
unprecedented crisis which hit the Indian economy in 1991. This exigency Illd I 1J f 0 1  It1 $ 

tiad been precipitated by the reckless public spending through the 1980s 
arld the consequent decline in the foreign exchange reserves in 1991, 
which fell to a level just sufficient to meet the import requirement of the 
cmntry for two weeks International credit ratings plummeted and the 
cmfidence of the financial comniunity in our ability to manage our 
I C S O ~ I ~ C ~ S  fell to an all time low We were at the brink of default 
Vleanwhile, the collapse of the centrally planned economies like USSR and 
other fhst European countries discredited the planning and interventionist 
approach thc world over I t  was increasingly recognised that excessive 
governniental irrter\mtion could be counter-productive. Thus the role of 
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tlic Government canic to tic rcdcfincd Not only rhc scopc and arcas ot' 
bureaucratic intelvetition undcrwent a radical downward revision, h i t  thc 
btircaticriicy was now rcquircd to act as a facilitator intcrvcning 
mcaninglully, and not as a controller or a regulator 'I'hc ccononik 
rcforms in India represented the fniition of this philowphy 

I l l , *  < crr'k~tit of -34 4 The refornis package as i t  unfolded ovcr thc years canic to 
have a set of slabilisation-cum-structural adjustment measures In the field 
of industry, the major initiatives consisted of liberalisation of direct 
discretionary controls on investment and prices and delimitation of areas 
reserved for the public sector With reference to the tax stnicture, change 
resulted in simplification and rationalisatiort of the rdtes of income and 
excise tax rates broadening of the tax base, abolition of wealth tax on 
productive assets, etc. In the area of trade and exchange rates, selective 
abolition of import controls, reduction of import duties, partial 
convertibility of the rupee and simplification of rules and procedures for 
attracting private foreign investment were the new steps In the financial 
sector, revised accounting and prudential norms were introduced, SLRs 
reduced and rates of interest offered by Government on its own market 
borrowings increased Similar reforms were initiated in the capital market 
and Government's control over pricing of issues was done away with, 
consequent to the abolition of the oftice of the Controller for Capital 
Issues SEBI was given statutory powers and was required to regulate the 
market Private sector mutual hnds and foreign institutional investors 
were also encouraged to operate 

tiic rc/c)rws 

I POSITIVE IMPACT OF REFORMS 1 
34.5 
economy in the post-reform period a f k  the year of crrsis ( 199 1-92). 

In what follows we summarize the major trends in the 

( h s r  hti ieslrc 34 6 We observe that India recorded one of the fastest 
recoveries from a macro-economic and balance of payments crisis The 
growth achieved is spectacular even by international standarcis A look at 
the rate of growth of Gross Domestic Product at factor cost and constant 
prices shows a jump fiom 0 8% in 199 1-92 to 7% in 1993-96 (See Annexe 
34.1) As against the earlier years when increases of this magnitude were 
largely explained by high rates of growth in agriculture, the improvement 
since 1994-95 is being attributed to the remarkable development of 
industry 
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34 7 The rate of industrial growth inay be gatiged from a look 
at the Index ofhdustrial Productiorr The annual increase i n  the Index of 
Industrial Production which had dipped to a level of 0.6% in 199 1-92 rose 
steadily to a level of 9.3% in i994-95 and 10 4% in 1995-96 (See Aiinexc 



34 1 ) Industrial growth has not onlv hccn high during the last t\vo yc'ars 
l 3 u 1  has also lwcn Imwi-bascd 1 tic c.apita1 goods sector riiaintairicd i t s  
position as an iriipcmmt contributor the iiidustrial surge, with a gro\vili 
ratc o f 2 6  2% arid 20 490 in 1994-95 and 199.5-96 respectively I n  tlic 
core sector, however, while the ratcs of growth of'coal and cernent have 
slw\sri acceleixtion, those of electricity and crude oil have declined. l 'hc 
Index for Industrial Production for electricity has shown a sharp dIop in 
April-May, 1996. This is primarily on account of reduced hydro-electric 
generation The Index for crude oil productim also declined in the period 
:lpril-May, I 906 

.. 

3 4 b: We observe that the annual Late of inflation based on thc 
WPI declined from a level of'around 14% in I991 -92 to ',tat of 10 4% at 
the end of 1994-95 and 5 0% at the end of 1995-96 (See Annexe 34 I )  
This success in containing inflation is attributed to a combination of 
factors iricluding a deceleration in monetaiy growth, high levels of open 
market sales of food grains, a liberal import policy, especially for essential 
commodities and a surge on the supply side associated with acceieration 
in the rate of growth of GDP The slowing down of inflation was noticed 
across the board in primary articles like food grains, manufactured 
products. etc Prices of fuel. power, light and lubricants showed moderate 
increases in the past but are now slated to rise as a result of the upward 
adjustment in their administered prices The rate of growth of Consumer 
Price Index, on the other hand, fell fiom a level of around 14% in 199 1-92 
to 8 9% in 1995-96 

34 9 The economic reforms also led to a marked and favourable 
turnaround in the performance of the external sector since the crisis of 
I99 I The key indicators regarding the countrv's position are summarized 
at Annexe 34 2 We observe the following trends 

9 

i i )  

i i i )  

. .  
I: 1 

A strong and sustained recovery in exports is observed with the 
rate of growth of exports in dollar terms moving 

up dramaticall). from - 1 1 % in I99 1-92 to 
20 8% in 1995-96 

The ratio of exports to imports has mcved within the range of 85 
to 90% in recent years compared to a mere 60% in the later half 
of the 80s. 

There has been a substantial decline in the current account deficit 
as a proportion of' GDP from over 3% in 1990-91 to more 
manageable levels in recent years 

.'ifl u;js'Jrge haP :Axti place in foreign investmcnt from lcss than !5 



100 millicw to i i t  ound S 4 to 5 billion in  thc last thrcc years 

34 10 Though the rise in exports remained stroiig at 2 1 per cent 
in dollar ternis during 1995-96, the balance of payments came under some 
pressure because of the continuing surge in imports, high debt-service 
ratio on liabilities incurred in the prcvious years and a decline in the net 
portfolio investments in the form of GDR issues The pressure on the 
BOP mi fa t ed  in the depletion ot'hreign currency reserves to the extent 
of $ 3  billion during 1994-95 and 1995-90, as well as the depreciation of 
the rupee. 

I AREAS OF CONCERN I 
Thc don print rli 34, 1 1 There is also some mixed news in a few critical sectors 
in c+yiciclfur 1, Initially, the percentage increase in the index of agriculture production 

plummeted to 2 O?/O in 1991-92 It. however, recovered tc around 4?h per- 
annum during the period 1992-93 to 1994-95. In  1995-96 the percentage 
increase fell to 0.9% Food grains production which had risen to a new 
peak of 191 I million tonnes in 1994-95 mav also turn out to be 
marginally Iawer at '1 90 4 million tonnes in 1995-96 because of a decline 
in wheat output Public food stocks which peaked at a high of 35 6 
million tonnes in July, 1995 declined to 22.7 million tonnes in April, 1996 
because of the open market sales by FCI The buffer stock of 22.7 million 
tomes is, however, still 50% niore than the norm. Reforms in the customs 
tariff, trade policy and exchange rates have substantially reduced the bias 
against agriculture. Investment in agriculture still remains an area of 
concern and may possibly be responsible for the recent slowdown in 
agriculture 

7he crisis m 34 12 The country is already facing a crisir in the field of 
iiI/TLIssIrucIurQ, infrastructure An unprecedented power supply d. m t  and growing 
[he power 

freight transport problems threaten to undermine the c untrv's stabilization supply shorluge 
und,-o,yesflon and reform efforts The recent reforms ended dec des cf public sector 
iri jreigh f monopoly (with the exception of railways) in infrastK :ture and invited the 
t r u t v o r l ~ " ~ o ~  private sector to address the major infrastructure needs While the 

response of the private sector to shipping, ,air transport and 
telecommunications has been strong and positive, the same cannot be said 
of other areas like power, roads, etc 

llle cieclillc 111 34, 13 A key objective of India's liberalisation programme has 
pvver(v und been employment generation and poverty alleviation. The sharp 
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devaluation ofthc rupee and the decliiic i i i  piotcction to the iiianu1kYuriii~ 

wcior did tu in  thc tcnns of-track 111 favour of’ngiixlturc on which a laigc 
segment of the population IS dependent On the other hand, the increase 
in prices of’ key commodities such as tbrtilizcrs, rice, sugar, coft’ee and 
gasoline could have put a high burden o i l  the poor The AJI India figures 
on the number and percentage of people below the poverty line as 
supplied by Planning Commission, however, shows a decline in the 
number of poor from 20 1 4 1 million to 168 57 million between 1987-88 
and 1993-94 (See Annexe 34 3) This is supported by case studies as well 
as statistics on wages for unskilled agricultural labour The 1993-94 
National Sample Survey released in July, 1996 also indicates that the 
incidence of poverty has declined Similarly, as per the estimates of 
employment given by Planning Commission, the additional employment 
generated appears to have gone up from a level of 3 0 million in 199 1-92 
to 7 I8 million in t 994-95 (See Annexe 34 4) While all this is heartening, 
what instils disquiet in our mind is the absolute numbers of the poor and 
the unemployed, which still continue to be unduly large 

1 It(  1 r w J c y u r r c  
p ~ l p < ’ T ~  111 Ilk, 
\O(  I d  \(’( 10,’ 

3 4 1 4 The progress in the field of social sector is far from 
satisfactory Indicators on demography, mortality, education, nutrition 
etc show a poor performance India which was close to China in 1960 is 
now far behind The main reason is the poor delivery system Every 
innovative programme seems to deliver only a Fraction of the intended 
benefits and is almost always accompanied by high administrative costs 
and leakages 

I CONCLUSION 1 
34 15 The sum and substance of the preceding analysis is that we 
no longer stand on the brink of a macro-economic disaster as we did in 
199 1 Our industrial growth is buoyant and so is GDP. We have made 
some dent in the problems of poverty and unemployment Inflation is 
largely under control Exports are doing very well and our foreign 
currency reserves are comfortable No doubt, there are areas where we 
should do better, as in the fields of agriculture, social services and infra 
structural development 

34 16 From the point of our limited perspective, we could 
conclude that the economic reform have come to stay, the economy 
is in a better shape than before and there is  every room for optimism. 
’I’here is no reason, therefore, to deny what is reasonably due  to th,e 
Governrtient eniployees as w class I t  cannot be Sainsaid that they can 
a l s o  lcgitiniately claim part of the credit for the turnaround of the 
c‘conoiin‘ 

? I  I 
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21,. Tcral Ikht Service I'aymen~s 
(5 million) X.')X2 x.250 7 . m  x . w  IO.UlC5 12.625 

-- 
%Urw : honomic Survey. l'JO5-96 : An 1 iflate. 

(4 ~~iprtrcs include receipt on account of India I k v c l o l  **nt tionds in I WI 4 2  and 
related repayments. it  any. in the suhsequent year$: 

+ Indudc among cufiers. delayed exptn receipts and erwrs and ommi.wicins. F ~ K  thr. 
year 1W2-Y3 it also includes errors und ctmrniJi.rions arising out of 
dual exchande rates applicable under thz lihzralised Exchange Kate 
Wanagzntcnt System (LERMS, 
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Estiniates of Emptoyment 

- 
Ycar Total Employnicnt Annual (%) Addi:ional Emplqmcnt 

(in inillioiis) lncrcasc in Gcncratcd (in miltions) 
Eiiiylo\ nicnt - 

3 I 2 z 4 - 

IOOO-9 I 20% 73 I 00 5 x 1  

1002-03 30% 31 2 I %  0 5 %  

5.02 

7.18 
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-7 ? Our tcniis oi' rcl'crcncc tcqittit its t o  c\;tnitnc tlic stiucturc 01' 
emolunients and conditions of sen ice of' Go\ cmtiicnt sen ants ha\ ing rcgat d 
among other relci ant factors to the rcsourccs oi'thc Central Go\ cninicnt and the 
demands placed thcrcoii such as tliosc 011 nccoitrit of' L ' C ~ I I O I I I I ~  and social 
dc\ clopnicnt. dcicnce and national sccitrtt! and icqutrcnients of' sound liscal 
nianagenicnt In this contc\t. ;I re\ ic\\ 01' the Iinanccs 01' tlic (.cntral Go\ crnnic'n~ 
has bwn necessitated. to assess the capactt! 01' the Go\ cninicnt t o  nicct the 
cnhanccd \\ agc bill conscqutnt to our reconmendat ions  

N'e observe that the position of tfie Central Government -7> 2 
finances at present, although not a: alarming as in 1991 is by no means 
comfortable A looh at thc rci iscd csttmatcs ol'tlic 1 arioils indicators of' liscal 
imbalance in 1095-90 shou the rc\cnuc deficit t o  be 0 1  the order of' Rs 3?.3? I 
crores or 3 l " ~  ol'GDP. the budgctan deficit to be around Rs 7.000 crorcs or 0 7"1i 

of GDP and the gross fiscal deficit to be Rs 04.0 10 crorcs or 5 O ' h  o f  GDP (see 
Anncvc 35 I ) 

? -  

7 -  7 
-7 3 -7 Rc\ cnitc dclicit nicasurcs thc csccss 0 1  rc\ cnuc c\pcndttitrc o \ r r  
rc imue receipts. Prudent fiscal ~ i ~ a ~ i a g ~ ~ ~ i ~ ~ i t  \\-odd I-cquirr- rc\'ciiiic t-ccctpts not 
onl!. to coniplctel~~ finance thc rc\.cnuc cspctid~turc but also to ccncratc enough 
surpluses for niccting the capital cspcndttitrc N'c 1ia1.c n large rci.cnuc deficit. and 
i t  has niovcd lioni 2 3'%, i n  l O X 5 - X O  to 3 i",,, iti 1000-01. to 4 iti 100-7-04. 
bcforc droping to -3 1% 111 1005-00 \Yhilc rc\ciitic dclictt Iias tnipro\~cd 111 

comparison to 1000-9 I i t  continues to C ~ L I S C  anstct!. as its absolute magnitude IS  

large This in effect incans that tncrcnstnr,l! I a I g  1)rq)ortioiis 01' high cost 
borrotvings arc being di\.crtcd to meet the dclictt i i i  the re\ cnw accounl \vtthoiil 
an!. rctuni llo\\ 10 scrvtcc thc borro\\ ttigs 



q -  - 
1 ;n I.\.\ /;.\a ' I 1  

I h + C  I t  

-.r r (.iross Iisciil dclicit IS tlic iiiost coaiprcliciisi\ c iiic;isiiic oI liscnl 
itiihlancc as it oicludes ititcnial and c~~crtiiil  borrow ings of ( 'ctitral Oovcniiiicnt 
111 addition to Ihc conventional b u d ~ c t z ~  dcticit I t  stood at 5.9% ofGD1' as pcr 
the re\-iscd cstiniatcs Ibr 1905-06 Though thc liscal dcticit as a pcrcc~itagc 01. 
GDP has sl~o\vti a substantial drop siiicc l ' N O - 9 i  when it had pcakd at X.~'!.,I. I I  
still Iiovcrs in the danger zonc High fiscal dclicits whcn financcd out olcstcnial 
~OUI'CCS. ncccssarily inipl!. incrcascd dcbt burden as w l l  as iiicrcascd dehi 
smicmg. Fiscd dclicits tinniiccd out ofthc intcnial borronings from thc public. 
~~lcn\nsc intcrcst r a t s  nnd croug out pri~atc invcstnicd in productive arcas Fiscal 
dclicits tinanccd out of borrckings iron1 RBI can bc inllationa?. If such high- 
cost borro\vngs arc to bc uscd only for intzsting in wiproductivc arcas. \vhcrc thc 
returns arc vcn lo\\ or ncgativc. such as in loss making PSUs. or on ivagcs and 
salaries of Govcmnicnt ciiiplnyccs. subsidies. defcncc ctc . the situnt loti becomes 
iicll nish unsustiinablc Rcchlcss'borrotvings. among othcr rhings. 1iai.c Iatidcd 
countrics in dwp financial crises. The bursting of' the Mcsican bubble and the 
coriscqucnt itisol\~cn~ of the Mcslcan Gowmnmt is a cnsc in  point. India too had 
Imdcd itself in alniost a siniilar prcdicanicnt during thc ccononiic crisis of 1'10 I 
\ v h  its fiscal deficit as a pcrccntagc of CDP had touched X -3'XI and it \\as faccd 
\I i t h  the prospcct of defaulting on its intcniational conimttmcnts All ~CCCSS to 
cstcnial commercial markets had thcri bccn dctiied to India and the intcniational 
linaicial conuiiunrty's confidcncc Tn  our nbiiit:. to manag our finanax \\as at nn 
all tinic lo\\ 

_ -  
- 9 3 . 0  The prccariousticss of the countn.'s linanccs is also brought out 
by a look at Anncsc 3 2 which spclls out the tinsncing pattcm ofthc Eighth Plan 
Public Sector 6utla\.. Thc realization of the targct ofpublic'scctor cspcnditurc of 
Rs.J.?S.O(jO crorcs during the Eighh Plan cruciall\. dcpcnds on the mobilization 
ol'adequatc sa\.itigs from I\ ithin thc cconom~. (46 6%). contribution h m  public 
sector cntcrpriscs (31 1%) and balnncc lroni current rcvcnucs ( X  l " 4 .  Trends. 
ho\\.c\w show that the Balanccj fmm Currcnt Rcvcnucs haw bccn negative in the 
past 7 years (scc Atuicsc 35.7) Thc pcrfomiancc of tlic Dcparlnicntal Enterprises 
has also bccn vcn. dismal, .4 largc gap is o b s c n d  bct~vccn thc amount of 
rcsoitrcc's targctcd to bc generated b\-'the Public Scctor mid thc actual contribution 
lroni llic Public Sector durins thc 7th plan A number of Public Scctor Enterprises 
continqc to bc in thc rcd and Railways. inspitc of gcticration ofsurpluscs. continuc 
to dcpcnd on thc ccntre for budp%ry support No appreciaMc incrcasc is obsencd 
in tlic ralc of savings. ivhich appcaf to havcrcachd a platcau. Dclicit filialicing 
as a sourcc of financ'c for thc Eighth plan had bccn targ,ctd at 4 6"o ol'thc total 
rcsourccx but one can only be sccptical about this target for the rcasons nientioncd 
above. TIE tigurcs lor thc hrgctcd and thc realized aiiiount oldelicit financinS for 
the 7th plan only go to.confimi our apprchcnsions. 



ji 9 The expenditure on pay and allowances of the civilian 
emplo_vees i s  a percentage of revenue receipts, revenue expenditure and CDP 
is observed to  have declined steadily since 1960-61 (Scc Anncxc 35 f)) 
Howvcr. bctrtccn JOXC-WC~ and lcN3-'~4. cupcidilurc on \tagcs and salarics 3s ;1 
pcmntagc of' rcvaiuc rcccipts sccnis to ha\ c mcrmscd sonnhar  lion) ! 0 -3% l o  
I0 5% Thc cqxnditurc on \iascs and srrlarics as a pcrccntagc of rctwiilc' 
cxpcnd~turc on thc dhcf hard has fallen froni a Ic\cl of 16% in I OXS-%O to I 3 t a " l ~  
in 1003-04 This indicatcs that othcr itiiiis of rc\cnuc cvpcndituic durinc this 
period g e u  faster than thc cspcnditurc on \\ages and salsrics 

3s 10 Our examination of the salaries of Central Government 
employees over the years has shown serious erosion on account of inflation. 
espechlly at the higher levels. The extent o f  erosion at the Secretary level is  
as high as 7 1 ?" Comparisons \\ 4th thc othcr scctors likc thc prn ate scrtor and 
the public sector s b \ s  that Ihc got cninicnt cmployccs haw bccn lcft Ik behind in 

thc raw and ha\c lost thcir position of'prccniincncc 

3s I 1  We also observe that the preentage increase in salaries at the 
vnnous levels in government between 1 J.86 nnd 1 .I.% is evtn lower than the 
percentage increase of per capita income during the same pe rhd  (Scc table 
below) whrk the pcrccnlage iiicrcasc b&ccn I O N 6  and 1996 in pcr capita NNP 
at currcnt priccs is I78 E. that bct\\ccn )hc cmolumcnts (Basic+DA+lR) of thc 
poon. LDC. UDC. Assistant. Group A JTSjand Sccrctay is much laser and ho\crs 
betttecn 107 3% and I74 7% Thc pcrcentagc tncrcasc in per capita inconic 
measurea thc at cragc rncrcqsc of inconws in thc countn Surel?. the incrcasc in 
LIKXY~CS of thc Govcmmcnt cniplo! ccs c m o t  bc lcsscr than the a\ eragc tncrcasc 

Incrcasc in Pcr Capita Nct National Product and EliioIuiiicnts of 
G o v c m m t  Employccs during 1986 and 19% 

I tcms I I I080 I I I006 Pcrccnl 
lncrcasc 

I 2. 3. 4. 

Pcr Capita Net 2')62* X237** 178 I 
National Product ( I9%0-%7) ( I 904-95 ) 
h a t  cumnt prtccs 

Eniolumciits 
(Bnsic+DA+IR) 
(i)  Peon I74 7 



( *4 tp t i , -~ r t  , ~ j t l i , ~  35 I 2 Whcn \tc craniiilc thc argunmt rcgardiiis Govcmnicnt's capacit? 
to pay. tlicrc arc two cxtrcnic opinions that iiccd to bc considcd. It can bc said. 
and it has bccn said by thc rcprcscntativcs of thc cinployecs. hat thcrc really is no  
limit to thc Govcmnicnt's capacit!. to pa!. Govcrnnxnfl can raise rqvcnuc h! 
plugging of various loopholes, it can cut down on othcr non-cssential itcnis of 
cspenditurc and \then cwrything clsc fails it can print rnonq.. Ernplops also 
point out that scait\.  of rcsouicesdocs not sccni to inhibit thc Govcrnnqt \\-hen 
it iidulgcs in various gaiiics of populist jirofligac? . Its pursc-strings tightcn onl! 
\vhen thc qucstion of its owi eiiiployccs is raiscd 

f ;oi.vriitiimt I,, 

pi 

- -  >i 13 Another argunicnt gi\ cn b! the cniplo! ccs is that Governmait 
used to spend almost one-hrd of its rc\ cniw cvpcnditurc on ivoges and salmcs of 
its crnplayces. now it IS down to 13% Thc Go\ cmment's arguntcnt is that this is 
nuslerdlng and 13% itsclf is too high a ligm of c\pciiditurc on cniployccs. that the 
liscal deEit  IS too steep and has necesml> to bc brought down. that Go\ cnuncnt 
IS unable to d u x :  its other items of expenditure in natiirc and thc major scopc for 
rduction tics in the cspcnditurc on crnplo\ces 

Our .+pnncch 35 I4 We have tned to stcer a nuddlc course betwen the t\\o cstrcnm 
I t  is true that the Government is facing a dificult budgetary situation Thcrc 
IS need topnme the fiscal d&it as also to kcep thc rate of inflation i il re;lscm;lblc 
le\cl At the same time, lack o f  resources cannot be cited as an unalterable 
reason by denying the employeertheir due. Government itself i s  partly to 
blame by its act of lifting the lid off private sector emduments. It has also not 
shown circumspection while approving wage revisions in the Public Sector 
probably due to pressure of employ& unions. In the case of citfiaim high- 
wage islands like airline pilots. Government has gone berserk. With this 
unenviable retord, i t can hardly preach abstinence and forbearance to its 
employees. 

3 15 What IS nmkd IS s t a t d p  ruld \ isioii Our lcadcrship niust 
mi for a selc of govcmruxr: in  \hch thc rolc ofducct state involt cnicnt in the life 
ofthe citlmuy is rcduccd to the niinimuni Wc should have lcucr but better-paid 
cniploys Wc haw suggcstcd ccrtlliii m c ~ ~ s m s  for rightsimg of the Govcmnient 
inachincn I f  thc Go\cninicnt is scrioiis about containing (tic deficit it will 
irnplaxnt chose tcmmnmdations ~ i d i  \ igour and smglc-niindcdncss In case the 
numbers can be brought down, Government can very well afford to pay i ts 
employees a decent salary 



I. RECEIPTS 

I .  devenue Rectiots 26.m 54.954 6c.030 u.pa 15.453 91.083 110.191 130.345 

2.  h D h 1  R w i o t s  
l i 1  Aecoverv of loans 2.773 5.112 6.021 6.356 6.191 6 . N  7.411 7.048 
I i i 1 Other recsiots  Idisinvestment 

of S b r e r  of PSYs ml issue of 
Bands 1 .. .. Ld31) 1.961 -48 5.907 1.392 5.001 

l i i i l  B o r r q i n r r  and Other l i a b i l i t v  16.542 33.285 29.469 27.862 49.297 56.143 56.410 55.686 

Total - 1 ---------- 
11 .EXPENOITUAi 

-----..----- 
1. Revenue Exoandi ture  
i i 1 lon-Plan ilwndi tur6 

l i i l  Plan Exoeaditure 

2. Caoi ta i  lwoanditure 
i i 1 Nos-Flrn Eroenditure 

I i i I Plan Exoenditure 

Total - I1 ---------- 

iII. Revenue Deficit 11.1 - 11.11 

N. BudoQtrrv B e t i c i t  I1 -111 

32.Sib 73.516 82,292 92.?02 108.169 i22.112 143.522 161.820 
27.;;; 6G.if6 67.216 72.925 83.321 93.841 113.099 128.353 
6.907 12.620 15.014 19.ill 24.848 21.265 3t.123 33.467 

5.289 16.362 16.262 18.574 32,716 31.029 3;.331 31 ,415  

5.316 11.347 6,8% t f .311  1@.%0 961 i.6N 6.576 

V J .  Prirarv Oeficit IV - lot Patrsnts) 14.346 23.1f4 9,729 9,098 23.516 13.655 iZ.OlC 2.266 

Budaetarv D e f i c i t  i.6 2 . 1  1.1 1.1 1.4 0.1 G.i 0 . 5  

6ross F i s c a l  O s f i c i t  8.3 8.3 5.9 5.7 7.5 6.1 5.9 5.0 

P r i n r r v  Deficit 5 . 5  4.3 1.6 1.3 2.9 1.4 1.1 0.2 



Aaount t to the Aaount x t o  the Aaount t to the 
Total Total Tot, 1 

2 ,  

3 ,  

4 #  

5 .  

6 .  

7 .  

8.  

9. 

10. 

i l .  

at ore-Plrn rates of taxes 

Contribution o f  Public Enterorises 

Mar Le t bor r 01 i nos 

Sna I 1  savinqs 

Provident funds 

Hisc. caoitel receipts l n e t i  

Tera Ldan froa Financial Institutions 

Inflow of Foreion resources 

Geficit financinqluncoverid qao 

lddi t ions I respurce aobi I irat ion 

Ooeninq surolusldeficit 

3 5 . 4 0 5  

30,562 

17.316 

1 . 3 2 1  

i i . 6 1 8  

4.639 

16.G00 

14.000 

16.702 

0 

19 7 1 4 . ~ 3  

1 7 . 0  : 
10.0 : 
4 . 1  : iOi.226 

7.0 : 
2.6 

I 

L 

10.0 16 ,124  

1 . 6  2S.tS6 

74 .8  31.391 

0.0 i?.OOSI 

1.3 

I 

I 
I 
I , 
I 
6 

57 .8  : 
I 

I 

I 
I 

9 4  

1S.d 

17.6 

- 1 . 1  

148.140 31.1 

1X.055 40.6 

26.200 6.0 

28.700 6.6 

20.000 4 . 6  

8 0.0 

0 0,o 



1989-30 -437 1 2917 -1454 

1990-9 1 -9163 -1365 -10528 

1991-92 -6060 -2940 -9000 

1992-93 -2494 2 20 -2274 

1993-94 -15713 - 1709 -17422 

1994-95 -13370 -5722 - 19092 

Includes ARM committed at CMs level, a Dart of 
which may relate to SLEPs also. 

Source: 1. Indian Public finance S t a t i s t i c s ,  Min. o f  Finance. 

2 .  Annual Plan - 1995-96 



Note: 1.  (his docs not in:;ude the emendi ture  irlcurred on D ~ V  and a l l o m t s  of tnrtlovees 
of the IndllII lljjloffs abroad and that o f  Union l e r r l t o r r  Adhlnlst rdt lons.  

H o n o r a m  3rd hcarhrtr: d tsrrtd L u k e .  
2 .  lhls doas not i n c 1 d e  the er3endi:ure ikcurred  on Produrtivitt i i n k d  3onus;Adhoc Bonus. 

Source: Brochure on Ptr and altodances o f  ;antrat Covt. Civilian trolorees. 
Fir Rcscdrch i l n i t .  Wln. o f  i iarnce. 
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(Rs. crores)  

2 . 7 4 5 . 6 3  829.92 1.9'15.51 13 .53  . n n y  
I YOJ-86 

7986-87 3 .436.87  830.97 2.605.90 3 6 - 0 1  

i 567-68 4 ,087.30  983.26 3. iG2.64 i 9 . 0 6  

1988-89 4.504.55 1.171.47 3.333.38 7.44 

1989-90 4.918.00 1.305.92 3.612.06 8 .36  

i 990-91 5.094.34 1,483.92 3.610.42 -0.05 

1991-92 5.626.38 1.539.19 4.0.17.19 11 .82  

1992-93 6.337.48 2.133.07 4.204.41 4 .14  

9.32 7.041.75 . 2.445.34 4.596.41 1393-94 

A n n u a l  corcloound qrowth 
t-ate ( X )  1985-86 t o  
1993-94 12.49 14.46 11.56 

Saur-ce: 1. Pay  Cel l .  M i n i s t r y  o f  Defence. 

2.  Pay Research U n i t .  M i n i s t r - y  o f  Finance. 



417.00 

754. G G  

1186.00 

1886.GO 

ii51.11 

5422 2 5  

6 i P 0 . 2 5  

7 2 0 3 . G 2  

8129.63 

3 G l S .  62 

1 GG26,62 

I I I10.42 

1 3Gi: I .  13 

i4iX . G i  

ii.17 15.6G 14.84 

j2 .2  

25.0 

2 1 . 2  

25.4  

23.0 

19.3 

18.1 

1 S . 5  

i 8 . 6  

i l . 2  

i 8 . 2  

i6 .a  

1 1 . 6  

19.5  

3 . 5  

2 1 . 9  

2 6 . 3  

2 6 . 2  

1 9 . 1  

16.0 

14.3 

i 3 . 6  

i 5 . 0  

14 .  I 

i l . 6  

i 3 . 5  

14.17 

l l . 6  

2 . 1  

3.1 

2.0 

2 . 6  

2 . 2  

i.3 

2 . ;  

2 . 4  

I "  

L.J 

i.2 

2 . 1  

2 . 6  

2 . 1  

2 . 1  

Note: This includes H Z A .  C C A .  O T A .  CECA. Chi I d r s n  E d u c a t i o n  allacance. 
Reinbursvielit o f  nedicel iharses and T u t i o n  f e e s ,  LTC,  TraiellinJ allowani? 
and other conoensatorr allocance but does not ln i tude  the enoenditbre 
incurred an oa'r and allonaricej o f  emolavees of the Indian Mission$ 
abroad and t h a t  o f  U n i o n  isrrltories or the e m n d i t u r e  I n c u r r e d  on 
on oroduct iv i tu  linked bonus;ad-hoc bonus.  H m r a r i u r  and entashmertt d f  
earned l s a r e .  

Source: t .  Brochure on P a r  a n d  Allonances o f  Centra l  Goi t .  inolovees 
Hinistrv o f  Finance. 

2. tludqet Documents 01 the Central Corernmsnt.  
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7 Genera I I n t roduc t ion 

30  1 Thc staff sidc ofthc National J C V  113\c strongl! urgcd that fair 
comparisons ulth public scctor undcrtahings iiim be rccogniscd as a lcgitiii~atc 
pnnciplc of pa! fiution The dciiiand lot fair coiiiparisoiis dcrn es its thnist l h i i  

thc docmnc of cqual pa! for cqual \\o1h as ciishriiied i i i  the Coiistitutioii of India 
The staff sidc hale confincd thciiiscl\cs to a conipartsoii \\ ith thc Public Sector 
Undertakings as thc sole basis tor li\atioii ol' Go\ criiiiieiit salarics I t  113s bccn 
argucd that thc Ccntral Go\ criinieiit ciiiplo! ccs \\ere up to the Second ('PC at an 
adiantage coniparcd to their couiitcrpnrts i n  thc Public Scctor and i t  is onh sincc' 
1958-59 that \\ages of Ccntral Go\ cnuiiciit cniplo\ws ha\ c started lagging bchind 
The nagc agrccmcnts 111 all public scctor undcnahings arc go\cnicd b\ the 
dircctn cs issucd b! thc Department of Public Entcrpriscs as thc Go\ cmniciit of 
India is thc majorlt!' shareholdcr in thcsc undcrtahings It is. thercforc. thc 
obligation ofthc Go\crnmcnt to remunerate its cmplo!ccs. a majorit! ofit honi arc 
also industrial workcrs. at ratcs \\Iiich i t  b! itself laid dorm for its public scctor 
cmplqws Undcrl!fmg the stafi'sidc's plca for fair comparison is thcir dcniaiid for 
absolute parit? \tith Public Scctor cniplo\ccs at  thc lo\\cst Ic\cls 

30  2 At this point \\c \\is11 to claril:\ that our tcniis of rcfcrcncc do not 
explicitly require us to stud! ttic pay structiirt and senicc conditions of public 
scctor undcrtakrngs We haic includcd this chaptcr in thc report to confirm that thc 
issucs raiscd b! thc staff sidc ha\c bccn iiioqt seriousl! cxainiiicd b! us We 
generally accept fair comparison as an essential principle of pay fixation and 
also concede that there is  a need to maintain fair relativities vis-a-vis non- 
governmental sectors, be it the public sector or  the private sector. 

30 3 The dcniand Ibi parit! \ \ i t l i  the Public Sector is houc\cr difficult 
to coiicedc as \\c fccl that the lob Lotitent atid cond1tioii.s of' scr\icc in tlic 
Go\ crnnicnt and public scctor arc not ncccssaril! tlic same Tlicrc arc csscntirll 
diflercnccs bct\\ccn the t\\o sectors Most PSLs ha\c bccn set up w i t h  a 



')iir I ~ * I ~ N I ~ I I I I , ~ ~  j(, 4 111 spite d t h c  aboic t~~cniioricd Ictors. \\c hat c tricd [O idcritifi 
sonic broadl! coniparabk posts and coninioii catcgorics \\ i t h i n  thc public scctor 
and thc Gotcnmient A dctailcd qucstionnairc n as circulatcd to all Public Scctor 
Undcdings clicitirig inlbmiation on thcsc catcgorics 05  undcrtahings rcsporidcd 
but onf! 29 rcsponscs pro\ idcd full information 01' thcsc. I 4  wrc fioni profit 
niaking undcrtahings and 15 from thosc sut'fcring losscs Siiiiultancousl\ 
Managenicitt Re\ clopnicnt Institutc. Gurgoan U P S  atso ciigascd to cam out a 
stud! on this subjcct 

Broad Observations i d  
t t h h  S r r  lor - / l i t ,  j(, 5 The public scctor has varied connotations depending on thc 

contcsi in nhich 11 is used Whcii defined most IiberalI!. it could include all  
actii'itics fundFd out of the Go\.crnnient budget including public administration. 
dcfcncc. d e p ~ i e n t a l  undertabrigs lihc Rztil\t a! s. Posts and Tcicconi. all statutop 
corporations and companies at the Centre and h e  States The public enterprises 
sun c! refers to the non-departmental undcrtakings at thc centre as public sector 
entcrprises and escludes banking units from the definition The Ccntral 
Go~emment ernpiol\ws have referred to all non-dcpartmcntal undertakings as $4 ell 
as banks as public sector enterprises We too for the purposc of our cnquin 
proposc to interpret thc evprcsston "public scctor cntcrpriscs" to include a11 non 
dcpartmental undertakings at the centre including banks 

3 0  G Wc obsen e that thc pubhc sector is unportwt bath iii tcmis of rhc 
siiz ol'nianponer emplo!rd in it and thc S I X  of capital invcstcd According to thc 
public cntcrpriscs suney. thcrc ncre 245 public cntcrprises (escluding banks) at 
the Ccntrc in 1992-93 and the capital eniplo\cd b!. thcsc cntcrprises \\'as of the 
order of Rs 1.46.071 I0 crorcs The number of regular employees employed by 
these enterprises stood at 21.37 lakhs. As compared to this. thc number of' 
ciitcrpriscs at the centre in 1984-85 stood at 207. thc capital cmplo!cd \\as 
Rs 36.000 crores and labour crnplo!cd 2 I 1 lahlis Thus i t  is  obscncd that uhilc 
the number of public entcrpriscs has incrcascd b\ -1% units in tlic riitcn~cning pcriod 
and capital cmployxl has gone up by four tiincs. tlic labour cniplo!cd in thc public 
sector has shmn onl! a marginal iiicrcasc 



-30 X Large dispantrcs arc obscr\ cd to C\ISI i i i  the total cniolumcnts 01' 
the ci i ipl~ccs  sen iiig in the Public Scctor and Gcv crniiicnt of India At the loner 
Ic! CIS. in a largc nunibcr o!' PSEs. the total cniolimicnts drann b\ the catcgon ol' 
pmis' mcsscngcrs IS niorc than that dranii b\ tlic pco~i i n  Cciitral Got cninicnt (scc 
Aiinc\c 3 0  I ) At thc highcr Ict CIS sa! the ciiln gradc officers or the highest 
functioriq . thc Ccntral Go\ crnniciit Eniplo! ccs arc seen 10 ha\ c an edge o i  cr the 
Public Scctor ciiiplmces as on 1 I 95 (SCC Annc\c -30 2 3) 3 and -30 4) At the 
loucr Ic\cls the disparities arc causcd priniaril? h\ thc higher basic pa\ g1\c1i b\ 
the Public Scctor Undertakings This is a result of the lrcqueim of\\agc re\ isions 
i n  Public Sector EntcrprJscs as \\ell as tlic tic1 that the IDA prior to Jul\ 05 111 

PSEs \ \as morc lucratnc than thc ('DA i n  Go\criimcnt at the lo\\cr Ic\cls Thc 
total cniolumcnts at tlic highcr Ici CIS arc found to be highcr i n  Go\ crniiicnt 
pnmanl! bccausc the CDA foniiula adoptcd b! the Govcniment is niorc fmourablc 
to thc emplo!a.s at the top than the IDA formula adoptcd i n  PSEs This is bccausc 
compensation for price incrcasc undcr CDA is linkcd not lust to thc Cdiisumcr 
Pncc Indc\: but also to the pa!. unlihc in ID.4 .4t this point it ma\* bc clarificd that 
\\hilt this \{as the position as on 1 I 05. b\ a rcccnt ordcr No Z(iO)/XO-DPE(WC). 
dated 10 JuI! . 1095- the Dcaincss Allouancc forniula i n  PSEs has also bccn ItnAcd 
to CPI as N C I I  as to pa! in similar fashion as in tlic Ccntral Go\crnmcnt \\ c f 
1 4 0 2  This has rcduccd tlic cdgc the Ccntral Goi.cmmcnt cniplo\ ccs cnjo! cd at 
thc highcr Ic\.cls , Additionally. it ma! be ntcntioncd that cvcn bcforc this changc 
in the Industrial DA ti as effcctcd in  thc PSEs. llie "iin1inii;cd" cntcrta~nnicnt 
allo\\rrncc aiailable to tIic CEOs in PSEs morc than compcnsatod for the 
disadi antagc in the dcanicss allouancc and ga\ c him a relati\ c ad\ antagc in tcrnis 
of his total pa! pachct This obscnation is full! substantiatcd b! thc MDI stud! 
\\hich has rcponcd that the CEOs in PSEs arc eiitillcd to sacra l  allo\~ances lihc 
club nicnibctship allo\\ance. credit card aliov ance. gucst entcnainnient allouance 
etc. not aiallablc to Sccretarles in Go\cnmicnt of India Thc study after 
yuantif\ing the non-nioncti/cd pcrAs has found that uliile a <'EO in thc public 
scctor costs Rs 37.262 pcr month on aii a \  cragc. a Secrctan to Go\ cninicnt of 
India costs Rs 43.X I7 pcr month 

l ~ r c q i w i i l  \ ,J/ J J C I ~  
I 

30 1) We obser1.c that the pa! re\ istons i n  the public sector arc more 
licqucnt than that i n  the Go\cmnicnt Beginning 1073. four uagc agrecnicnts had 
bccn concludcd i n  thc public sector and irI I903 the filih round of \\age negoliation 

t ~ ' l l \ l ~ ~ l l \  
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I .<Ill,.. I l l , '  -30 lo 
A. l r ~ ~ . l l " l l l , ~  

\V:ihc ticgotiat ions i i i  the public sector tahc p l u -  tlircwgh ;I s\ stciii 

ol'collcctivc bargaiiiiiig. unlihc the ('cotral (iovcniinctit uhcrc ~ a g c  t.c\ ISIOIIS arc 
bawd on the rcconiiiiciidatioiis ol' Pa!. ~oiiiniissions. \Vc obscnx that the datc 01. 
cmuilcnccliicnt ad cspp 01' tlr \vase agrwnicnts bciwwn ths csccu~i\~cs and thc 
iion-csccutivcs in cach PSE varies (See Aiiiicsc -30 4 )  Such dtl7krciiccs i n  the 
tvqgc agrccniciits (k'tivccn c~ecuti\~cs and non-cswut.ii%s also cause problems UI 
iiiattcrs of pa\. lisatioii \vhcn the non-csccutivcs arc proniotcd to the crcciiti\ c 
cadrc I n  the case ol' uorliiiicn. \ihtch is the iiiiioiiiscd 51311 iiiidcr (lie m i -  

cwcutivcs. thc management of  the Cciitral PSEs ha\ c' \ idc order No l ( 7  VXO- 
DPE(WC) datcd 12.4 0 3  aiid I 7  I 04 nojv bmn given lull autotiom!. t o  ciitcr i n l o  
wage iic~wtiations subtat to the proi'iso that thcrc IS no incrcasc i n  the labour cost 
pcr ph!sic;ll umt ol'lhc output. nq iticrmc in tlic budgetar?. supporl lor niccting the 
cnliatlccd liability on account of thc rcviscd \\ages and no Consequent iiicrcasc i n  

the administcrcd priccs. \vhcrc\cr such pricing exists In thc case 01' ofliccrs. 
holvcvcr. DPE wjh the apprmal of  CCEA issues rcwscd "~iiodcl" .scales of pa! 
corrcspondins to thc cststing scalcs of pay Aftcr issuing tlic modcl scales. tlic 
Ofliccrs' Association is consulted on thcsc pa!. scales cithcr b\ the ~lnnagcmcnt or 
the Govcnunent. The Managcnicnt of the PSEs IS then requird to a d ~ p t  thc niodcl 
scales of pay tvith thc approval of the Co\~crnincnt DPE lids rccciitl!. in Jul!,. 95 
issucd the reviscd scalcs of pa!. for the ofliccrs. Whilc profit-making PSEs arc 
allo\vcd to adopt Lhcsc scalcs of pa!. strnighta\va\.. PSEs making losscs in  the past 
-3 >cars rcquire the appraal of the Go\.cmnicnt. which iiceds to bc satislied 
rcgarding how the additional rcsourccs for \vagc reiwon.are to bc generated In 
the cage of units rekrrcd to BIFR. pa!' revision and grant of othcr bcnclits is 
allo\\donly if it is dccidcd to rcvi\ e thc unit and the revival packngc includcs tlic 
enhanced liability on this account. 

1 h*,mrc.rc 36.11 
I !/I>~r,llic'*. 

In the public scctor. t\vo s!stems of dearncss allo\vancc arc 
prcvalent at prescnt. namely. the IDA and thc CDA. Banks follow a distinct 
fomiula of their own for Dezuncss Allo\vancc. Out of thc 245 Central Public 
Scctor Enterprises (escludmg Banks). 107 arc on thc IDA pattcrn whilc JX 
continue to bc on CDA pattcrn . Approximately. W%, of'thc total 22-Iakh \wrli- 
force in all thcse PSEs arc on IDA paltcm Thc IDA pattcrn in PSEs used to givc 
DA fu, Rs.2 per point incrcasc beyond XOO \v.c.f. - 1 . 1  39 Ho\vcvcr. this position 
has now anne to be changcd and vide BPE ordcrs datcd 10th July. I095 and 26th 
July. 199s a new DA forniula on lines siniilar.to thc CDA has been rmplenicntcd 
for both csccutivcs and non-csccutivcs 

36 12 Dcarncss Allo\\ancc i n  the public sector IS no\\ paid for thc 
incrasc in AlCPl abo\ c clic quiutcrl! aide\ a\ erase of I009 as on 1 1 02.10 \\ hich 
thc rcviscd pa? scalcs arc rclatcd Thc pcrcciitagc it~crcasc i n  the AIC'PI IS 
calculatcd on the base of I OW and iicutralisattoii 10 ciiiplo!ccs i n  dill'crcnt pa\ 
ranges IS made at tlic folio\\ iiig rates - 
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.30 15 Wc obscnc that I 1 1 1 1  ('onil>cnbalon Allo\\aiicc (H('.A 1. is p i i d  

oiil> i n  a fcu PSEs I t  also varics across tlic public scctor aimpriscs In ccrtaiii 
Oil conipaiics likc HPCL and IOC. both Hill Conipcilsaoq Allowaiicc aiid Wintcr 
Allu\\aiicc is paid for a pcriod of'0 months u Rs 400 pcr month lor olliccrs and 
Rs 200 pcr nionth for non-officers In baiihs likc Indian O\*crscas Bank. Statc 
% a d  of H!dcrabad and LIC. HCA is paid as a pcrccntagc of thc basic pa! and 
\mcs according to hcight bctwcen Rs I 10 at thc lowest Icvcl to Rs 000 at thc 
highcst Icvcl In Ccntral Governmcnt this alloi\ancc varies bctwcen Rs 5 0  at thc 
lowst Ic\d and Rs I50 at thc highcst h c l  Thus HCA as payable in certain Oil 
coiiipanics and Banks is iiiorc attractnc than in the Ccntral Goicmicnt  as oii 

I I 05  (Scc Anncvc 30 6 )  

36 I 0  Thc niajor PSEs lihc BHEL. SAIL. NTPC AND Oil Group 01' 
Conipanics maintain their own dispensaries and hospitals for trcalnicnt of thcir 
cmplo\.ccs and dcpcndents In other Undcrtakings. cmplo\ws at ail thcmschcs of 
rhc scniccs of ESI hospitals Thc cntcrprises which ncithcr haie therr oun  
dispcnsanhospital nor arc cot crcd b? the ESI providc for rcini6urscmcnt 01' 
niedical e\penscs subject to certain limits For domicilian trcatnienl. cmplo! ccs 
arc alloucd rciniburscnicnt of actual cvpciiscs subjcct to a ceiling of onc monlh's 
salan coniprising of basic pa! and dcarncss allowance In thc casc of 
hospitalisation reimbursement of actual cvpenscs incurrcd for trcatnicnt from a 
hospital recogused b! the cntcrprisc concerned is permitted Ho\\c\ er 
rciniburscmcnt is rcstrictcd to the ratcs prescribed b! thc All India Institutc of 
Medical Sciencc. Net\ Dclhi when trcatnient is a\ ailed from hospitals other than 
thosc rccogniscd b!. thc cntcrprisc conccrncd 

36 17 The age of superannuation for all catcgories of cniplo! ccs in niost 
of thc undertakings is 58 !rears However in some of the enterprises like India 
Tradc Promotion Organisation. Food Corporation of India. Nuclear Power 
Corporation of India. Rural Electrification Corporation Limited. Mahanadi Coal 
Fields the age of supcrannuation is 58 years for Group 'A'.'B' and 'C' enipio\ecs 
and 60 years for Group ' D  employees as is the case for Central Government 
employees 

36 18 Gratuity is payable to an cmplo>*ee on his superannuation or on 
death The rate of fiftcen days Mages for cach conipleted year of sen icc is found 
to be fairi?. uniforni across PSUs for rctircnitnt gratulty Siniilarl!.. the eligibilil! 
limit in tcrnis of niininiuni years of scmicc required as well as thz ceiling on 
retircmciit gatuih '  is fairly uniform and is fiscd at 5 years and I Iakh in most 
PSEs In Govcrnmcnt ho\vever. the ccillng on retirement gratuity has bceh reccntl! 
increased to Rs 2 5 lakhs Similarl!.. thc cligibilit!.. as well as thc rate of dcath of 
gratuity is fairl!, uniforni across thc PSUs as well as governnicnt (Sce Anncw 
30 7) 

36 1') Some 1 anation across PSEs is also noticed iii thc cniplo?cc's and 
cmplo! cr's contribution to thc pro\ ident fund The contributions from thc 
eniplo!*er and cmplo!cc arc observcd to \ a n  bctireen X 1/3'%, of pa! to I 0% of 
pay Pay I s  \ ariousl!. intcrpreted to include fiwd DA and/or variablc DA (Scc 
Anncw 30 8 )  



I ; d r o r a m  30 20 A hltdcl Volunt;in. K a  ttctnciit Schctiic li)r the Puhlic Scct:w 
ciiipioyccs \\;is notilied tl\. ( iovcriiiiicnt o f  I n c h  on  Stti Octohcr. I OXS \\ 1111 thc 
priiiian' objccti\.c of pruiiiiis surplus iiianpo\\cr and to  ciisiirc optiiiiisation ol' 
1ahO)ur use in  the \'anoils I'SI3 In gcticral. rcgular cniplovccs ol.(*ciitr;il PSEs tvlio 
1im.c coniplctcd at least ten \cars of scrvicc or havc attained 40 y c m  of agc arc 
eligible to smli voluntan. rctircniciit Bcnclits accruing to cniploycss undcr t k  
sclicnic includc cs-gratia payniciit cqutvalcnt to I '/2 months' cniolunicnts 
(basic+DA) for cach coniplctcd \car ofscrvicc or thc nmthly cniolunicnts at the 
t tnx of. rcttkment multiplied by the balancc months of scnicc left bcforc noniial 
datc ol'rcuircnmt. i v h i h c r  is lcss. Tlx: ohm statuton. bcncfits such as pro\.tdcnt 
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ciititlcd class to thc placc whcrc tic intends to scttlc do\w Finall!. i t  i s  thc 
nianrrgcnicnt of tlic coiiccnicd PS U \vhich cii.io\.s thc discrctioii \I hctlier to Sraiit 
\,oliuiw rctircnmt or iiot As pcr the available infoniiation I .76.054 cniplo:.ccs 
optcd for voluntary rctircnicnt till 3 1 3 . 0 5  since tlic inception of the sclienic in 

19x8 I n  Govcmincnt ho\vcvcr one n c d s  to havc scncd for at lcast 20 \cars to 

be cligtblc for voluntan rctircnicnt 

1ia . tmwr~wt  

.5' l i , ' l lr ,  

l 'rrliiiit I I ~ I  I I I  3 0  2 I Tlxre is no t i i i i l ix ln i t~  in  thc proniotion polic\ across thc I 31 ious 
PSEs Pronmion poliq IS obser\cd to dilfcr across gradcs and categories of' 
anp le  ox Whilc in  sonic gindcslctitcrpriscs. seniorit\ -cum-merit IS lh11onc.d as 
a critcrm !'or tiiix-bound proiiiotions or promotion to \ acanc! - rclatcd psis.  111 

others selcction or  fast track promotions arc fa\ourcd to rward and nwti\ ate 
cmplo!m l'm outstding pcrfonnancc In  wn~*mI Dcrforniancc o!' the c!iiplo\ ecs 
IS e\ aluatcd on the basis of annual confidential reports as '1 thc ~ a s e  of thc Cciitral 
Go\ cninient 

I CONCLUSION 1 
36 22 In conclusion it must be reiterated that we cannot concede the 
principle of parity as between Government and the public sector. Making a 
fair comparison, we have tried to bring about a certain change in the 
relativity, in order to improve the condition of Central Government 
Employees. Thcsc nieasurcs include the folio\\ iiig 

a) In order to cnsurc that Cciitral Govcmincnt Emplo\ecs do tioi 
suffcr froni increase in cost of living duc to non-rc\ision of 
salaries for a dccadc or rnorc. we have suggested a permanent 
pay body which would recommend annual revision of 
salaries Altcmatircly. w havc rccommcnded a fi\cd I 0  !ear 
period for thc application of thc rcconlmcndatioiis of SUCCCSSI\ c 
pay bodics I n  that case. it has also been suggested that there 
should be a conversion of DA into Dearness Pay which should 
be counted for all purposes every time the cost of living in&\ 
goes up by SO'%, 

b) fWA has been changed to r percentage basis. In A- 1 cities i t  

w i l l  i iou bc 30%, ofthc niaxiiiiuni of thc scale 
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\ c t d l l ~ P  . ~ , I / l ~ J t # t I /  3 0  2.; With t ) r  lmsaiing of'a~itrols ot cr hc public sccm. Cioi cnencr~f 
ma!  no longcr bc rtblc to i ~ ~ a i n t m  a tiglii control over ihc compc~isatio~i pachagcs 
ofthc PSEs ivho hat c cot\ bccn allotvcd 10 ncgotiatc scparatc pa! -scales \I 1111 thcrr 
unions This, however, underlines the need for a national wage policy. so as 
to ensure a broad measure of uniformity across the various sectors of the 
economy. 
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1.  Air India Ltd. 333.14 1. 1.87 2005-50-2lOS40- 2,005 .. 1,563 872 100 525 .. 5,065 Pa! Scales due for rvs  wion 
\c.e.f. 1.1.1992 2825-10-2965 

2. Bharat Electronics Ltd. 30.93 1. 1.87 2200-100-3600 2.200 .. 1,517 550 100 .. 4.297 Pay Scales due for re*.+ .: 
H . C . f .  1.1.1992 

3. Bharat Aluminium Co. I t d .  1.16 I. 1.119 2500-1 20-4300 2.500 .. 1.44J 7.50 100 .. 4,794 

4. Bharsit tleavy Electrirals 133.16 1. 9.M 250-120-43(w) 2.500 250 IAJJ . . J, 1.94 

5. Bharat Yantra Nigam Ltd. N.A. I .  1.87 92500-120-4300 2,500 .. I.JJ4 4759 75 . . J.394 

Ltd. 

Pay Scales due k r  re* N' !* 

w.e.f. l.F.1992 

6. Bongalgaon Refinery and 29.01 I .  1.89 2500-120-4300-330- 2.500 
Petro Chendcals Ltd. m e  (IDA) 

2200-75-2800-EB- 2,200 
100-4OOO (CDA) 

7. Cement Corporation of f-) 52.08 1. 1.89 2500-120-4300 2,soo 

8. Cochin Shipyard Ltd. (-) 7.95 I .  4.M 2400-100.u106- 2.400 

9. Dredging Corporation of  14.88 I .  1.87 2Joo-I204320 2.m 

f ndia 

120-4320 

India 1,td. 

.. 1.444 250 .. 320 

.. 2.750 220 .. 100 
I IR,  

.. 1.w 750 loo 

.. 1 . 4 4  .w 75 

1.444 3 M  75 50 

t U b i d \ )  
lcantcen 

4.794 Pa! Scales due for rw ivon 
w.c.f .  1.1.1992 

4,279 

4.329 Pa! Scaler du fat r1 I IWII 
w . t . f .  1.1.1992 



3 3. I .  -. 4. 5 .  6 .  7, 8. 9. 

4.50 - 100 

11. 

100 
(1R) 

500 
loo 

12. 

5,6oQ 

5,099 
5,300 

4.464 

4,664 

4,794 
5,710 

4.294 

4,294 

4,663 

4,- 
5,380 

4,279 

5,300 
4,224 

4,664 
5.710 

1.1. 

2200-75-2800-EB- 
100-4OOO 

2350-1oMlSO (IDA) 
20004-23W-75- 

3200 (CDA) 

2 2 0 0 - l b e - m  

2400- 100-3000-120- 
4320 (IDA) 

2500-120-4300 ( IDA)  
2200-75-2800-100- 

w)o (CDA) 

2200- 100-3600 

2,200 2,750 10. Urlhi Transport c-QM.22 I .  1.86 
Corporation 

1 1 .  Enlineers India Ltd. 29.35 1. 1.89 
I .  1.86 

2,350 
2.000 

1,444 1 
2.500 

705 
600 

420 

720 

750 
660 

550 

550 

720 

360 
330 

360 

330 
360 

720 
660 

100 
100 

!Qo 

100 

100 
100 

108 

100 

loo 

100 
100 

75 

20 
20 

100 
160 

Pay Scales (IDA) due for 
revisioii H . E . ~ .  1.1.1992 

I ? .  Frrru Scrap %Ram Ltd. 

13. Frnilizcr Curpration of 1-)225.98 1.  1.87 

8.47 

India Ltd. 

14. Fuud Corporation of I .a I .  8.87 
idia Ltd. 1. 1.86 

2.500 
2.200 

1,444 
2,750 

Pay Sales due for revidon 
w.c.f. 2.1.1992 

2.200 I .w IS. ardvn Reach Ship Builders 23.35 
rd Engineers Ltd. 

16. findustan Arronautics Ltd. 52.34 I. 1.87 2200-100-.3600 2.200 )’icy .Scaler due for revirion 
w.r.f .  I.I.IW2 

I f .  Hindustan Fertilizer (-)349.45 1. 1.87 
Corporation Ltd. 

18. tiindustan Salts Ltd. (-)O.ll 1 .  l .S9 

LJ00-100-3Wo-lZO- 
4320 

2400-120-4320 (IDA) 

IOOJOOO (CDA) 

2 4 0 0 - 1 0 0 - ~ - 1 2 0 -  
4320 

2200-4000 (CDA) 
2300-4320 ( IDA) 

2200-75-2800-EB- 

2 .a0 1.444 

1 .* 
2;750 

2 ,m 
2.200 

19. liindusian Ship!ard Ltd. (-)113.95 I .  1.87 2.400 Pay Sc;rkr due lor rtvismn 
n.r.f. 1.1.1992 

2,750 
1 .w 

20. Hindustan Steel \ V o r h  (-)75.74 1.  1.86 
C’onstruction Co.Ltd. 

2,200 
2,400 

? I .  Indian Kailwa!, Can%truction 17.40 I .  1.87 
(.u. Ltd. 1 .  1.86 

2400-1204320 (IDA) 

100400 (CDA) 
2200-75-2800-EB- 

2,400 
2,200 

3 40 
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-\SXESE 36.1 

I .  

1 -. 

3 .  

4 .  

5 .  

h 

7 .  

8 .  

9. 

10. 

I I .  

12. 

Undertaking 

1. 

Air India LtJ 

Bhardt E,e:clromcs Lid 

Bharat Aluniiiiiuni Co Ltd 

Bharat Heavy Elrctricalc Lid 

13hrrar Yaiitra Nigaiii Ltd 

B o  ngaigaon Re t iiir ry a nJ 
Prtro Cheniicals Ltd 

Cement Corporation 0 1  India 

Cochin Shipyard Lid 

D r e d p g  Corporation of 
India Lrd 

Delhi Transpon Corporation 

En_pinecrs India Lid 

Frrro Scrap Nigain Lid 

TOTAL EhlOLUhlENTS INCLlfI)IN(; PAY. FDA, VDA AND IR AT TIIE 
MlNlMUhl OF THE PAY SCALE FOR .SOME COhlMON CATEGORIES 

IN THE PUBLIC .SECTOR AND CENTRAL GOVERNhENT AS ON 1.1.95 

Net Profit Unskilled 
/Net Loss IVorker 

(Rs crores) 
1992-93 

2. 

333 14 

30 9 3  

I X h  

133 10 

N A  

2 0  0 1  

( - )  52.ox 

( - 1  7 .95  

14.RR 

(-)246.22 

29.35 

x.47 

3.  

2.643 

2.592 

2.714 

2.740 

2.743 

2.70' 

2 3 x 1  

2.735 

2,694 

1,844 

2.810 

2.764 

Entr? 
Grade 
Clerk 

4. 

2.738 

2 .?h7 

2.814 

2 .xo9  

2.731 

-. ' X')? 

?.OX1 

2 . w  

2.759 

?.?')'I 

3.310 

2.x70 

Staff 
Car 

Driver 

c _ .  

2.748 

2,962 

' . X I 4  

N .1\ 

.2.773 

2.762 

2.6X 1 

2.845 

2.709 

2.294 

3 1x5 

2.x79 

EnIr! 
Grade 

Officer 

6 .  

3.56X 

3.647 

3.944 

3 I94 

3.044 

7.044 

3.944 

3.R44 

3.X44 

5.050 

3.704 

7 .M4 

Highest 
Function- 

ary 

7 .  

S.A 

s A 

N.:\. 

I I ..XI 

x . ( I04  

s A 

s A 

s A .  

7.695 

X . A .  

S . A .  

S . A .  

Non- 
Elrecutite 

8. 

1 1 0  1985 

I I 1992 

I 4 l9R9 

I 9 1946 

I I 19x7 

I - I 9 X x  

I I 19x0 

I 419RR 

I 419x9 

I I 1986 

I 1 IW2 

34s 



1 . 2 .  3.  4. 6. 

3.X1J 

3.944 

3 .(A4 

3 (A4 

-4.x44 

3 .x44 

3 x44 

3.844 

3.844 

3 .q44 

1.914 

j .558  

-4.894 

64'4 

: ,946 

8. 

I I 1987 

1 h.lYR7 

1 3 . Fen1llzt.r Corporation of 
lrd1r I . t d  

Food Corporation of India Lrd I4 

i5 Girdcri Rcach Ship Biiilders 
and Engineers Lid 

( - ) 2 2 S  .ox 2,720 2.XM 2. K M  

I .68 

23 .35  

2.058 

2.725 

2.714 

2.MO 

10. I linrluscan Aeronaotrcs l.cd 

17. tliiidusiaii Fcnilircr 
Corporation Lid. 

IS .  Hiridustan Salrs LrJ 

IY. Hindustan Shipyard Ltd 

52 34 

( - )340.45 

1.070 

2.070 

1.540 

2.720 

2.394 

2.953 

2.680 

2.391 

7.017 

2.680 

I 1989 I I I Y X Y  

2 19vo I 1 !W'; 

2.194 

2,823 

2.580 2 0  Hindustan Steel Works 
Construction Co Ltd 

21 Indian Ra-iway Constructlo; 
Co Ltd 

22 Indian Telephone lndustrrer 

27 Life Incurance Corporation 
of India 

24 Manpanese Ore (India) Ltd 

25 MICA rrddmg Corporation 
01 India Lrd 

26 \ l inrrA Exploration 
Coqior.iiion I,td 

27 hat ior idl  Seed\ C orporation 
IJd 

17.40 2.094 2,494 2.494 . 1.1987 i 1 IW- 

3.052 

2.340 

X 5 . X Y  2.902 

I .w7 
3.051 

2 .  I76 

I I 1992 

I 8 1987 

I l.lYX0 2.370 

2.716 

2.717 2.707 2.707 

2.681 2 . 6 X  1 (-)5.87 

346 



a 

d 

r-' 

w 

u, 

i 

4 



7, 

8. 

9. 

1 I). 

1 1 .  

12. 

Undertaking 

I .  

Air India I.iJ 

Rharai Aluniiniuni C'o. 1,ttl 

TY Pe 
of 
!Scale 

2 .  

Bharat Electronics 1,rd 

Bharar Heavy Electricals L u ~  

Bharat Yantra Nigam Lid 

Bongaigaon Refinery and Petro- 
Chernicalc Ltd. 

Cenirnt Corporation of India Ltd 

Dredging Corporation of 
India I.rd 

DrlhtTmnspnn Corporarlon 

Fngincerc lndta I.rd IDA 

('DA 

Engineering Projects India Lid 

Ferro Scrap Nigani Lid. 

RATES OF CITY C-NSATORY ALIBWANCE IN 
SELECTED P U B L I C W O R  UNDERTMIYGS AND 

CENTRAL m M E N T  AS ON 1.1 1995 

3. 4. 5 .  

< ----At the rate of 6 R d  Basic Ply with max of Rr I O W - ~ ~ ~  .. > 

6% of Basic with 
max. of Rs I(X)/- 

4.5% of Bacic wiili 
mrx. of Rs 75;- 

3.5% of Basic with 
max. of Rs. 201- 

6% of Basic with 
rnax. of Rs. loo/- 

4.5% of  Basic with 
~ U X .  of Rs. 751- 

3 S %  of Basic with 
mar of Rs. 20,- 

- do - - do ~ - do 

. do . - do - . do - 

As %r Cemal Governnirnt rates ---.------a- 5 < ._.__________ 

6% of Basic with 
niax. of Rs. 1001 

I V K )  . 199') R<, 751- 
20WI Xr ahove Rs. IM)' 

4 .5% of Basic,with 
inax. of Rs. 751-  

I.5M) . 1099 Rs. W/- 
2 0 ~ 1 )  & iitxive R\ 7.51 

<-----------At the rate pnscrihed hy IlPCCIDPE----.--------- ;> 

6% of Basic with 
mar.  of R \ .  100/-  

4 5 %  of B a w  with 
niax of R\ 7.51. 

3 , > %  of Basic w\th 
nwr of R s .  20 ' -  

348 



13. Fertilizer Corporation of  India 
Ltd . 

do - . do - do . 

14. Fold Corporation of Iidh Ltd. IDA 6% of Basic with 
IMX. of R~.100/- 

CDA Below 950 Rs. 301- 
950 - 1499 Rs. 451- 
1500 - 1999 Rs. 751- 
2 0 0 0  & ahove Rs. 1001. 

15. Garden Reach Ship Builders and 
Engineers L$. 

1 6.  Hidusran Aeronautics Lid. 

17 Hidustan Fertilizer 
Corporation L d .  

. 18. Hindustan Salts Ld. 

19. . Hiidustan Sh,pyard L d .  

20. Hindustan steel Works 
Corntruetion Co. L d .  

IDA 

CDA 

4..5% of Basic with 
m3x. of Rs. 151- 

Below 9%) Rs. 251- 
950 - 1499 Rs. 3s)- 
1500 - 19% Rs. 501. 
2 0 0 0  & above Rs. 7.51- 

<-----At the rate of 6 % of Bask Pay with max. of Rs. 1001-------. > 

6% of Basic with 
max. of Rs.1001- 

4.5% of Basic with 
max. of Rs. 751. 

< __-----__.____ At the rate of 6 % of  Basic Pay-------------.-- > 

Below 950 Rs. 301- 
950 -4499 Rs. 451- 
1500 - 1999 Rs. 751- 
2000 & a b v c  Rs. 1001- 

Bombay & New Delhi 
@D 6% of Basic Pay with 
maximum of Rs. 1001- 

6% of Basic wuh 
man. O f  Rs. 1001- 

&low 950 Rs. 301- 
950 - 1499 Rs. 451- 
1500 - 1999 Rs. 751- 
2000 & & O V C  Rs. 1001. 

R C I W  95b RS. 2.51- 
950'--* 1499 Rs. 351- 

2 0 0 0  & above Ra. 75 i -  

Visakhapatnani 
@ 4.5% of Basic Pay with 
nuximum of Rs. 751- 

4:5% of Basic with 

1-SO0 ~ 1999 Rs. 501- 

IMX. of Rs. 751- 

&low 950 Rs. 251- 
950'1 1499 Rs. 351- 
1500- 1m R6. 501- 
2000 & ~ V C  RS. 751- 

3.5% of Basic with 
max., of Rs. 201-. 

Retow 950 Rs. 201- 
950 - 1499 Rs. 201- 
1500-  1999 Rs. 20;-  
2 0 0 0  & above Rs. 20'- 

3.5% of Basic with 
max. of Rs. 201- 

&low 950 Rs. 201- 
950 - 1499 Rs. 201- 
1.500- 1999 Rs. 201- 
2000 & above Rs. ZO/- 

3.5% of Basic with 
mrx. of Rs. 201- 

&low 950 Rs. 201- 
9500- 1499 Rt..201- 
IS00 - 1999 Rs. 201- 
Zoo0 & above Rs: 20;- 
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Workers 6% of Basic with 
max. of Rs. 1001- 

34. Projects k Equipment Officers 6% of Basic with 
mix .  of Rs. 1001- Corporation of India Ltd. 

35 Central Government 

Workmen 8% of Basic with 
mx: of R~;1001- 

%:OW 950 Rs. 301- 
950 - 1499 Rs. 451- 
1500 - 1999 Rs. 751- 
2006 k above Rs.1001- 

4 . 5 2  of Bask wtth 
max. of Rs. 751- 

Rs. 751- 

3.5% of Basic with 
mx. of Rs. 201- 

(for pay'bc!ow Rs.1515) 

Amount by which pay 
falls shvn of Rs. 1524 
(Rs.1515 and above) 

Rs.201- 

Rs. 751- Rs.201- 

WOW 950 R< 251- 
950 - 1499 Rs. 351- 
1500 - 1999 Rs. 501- 
2000 & above Rs. 751- 

Below 950 Rs. 201- 
9.W - 1499 Rs. 201- 
1500 - 1999 Rs. 201- 
2000 R above Rs. 201- 

---_I_.--_- . .-__I_ - _- ... , T__ .. ._-..__.__....-____I__ ~ - - 
@ Pay also includes special pay, Personal pay. Deputation Duty allowance & Non-Practicing Allowance 
Source: Data Collected by the Fifth Central Pay Commission.. 
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COMPARATlVE POSlTlON O F R n ~ - C ( l ~ P E N S A T O R Y  ALL0WANCE:WINTER ALLOIVANCE Ell' 
IN PUBLIC SECTOR UNDERTAKlNGS 81 CEhTRAL GOVERNMENT AS ON 1.1.95. 

ASSESE 26.6 

-. ---. ...----.-_ . --- ..... ____-.-- ............... ............ ........... ....... __I.." . . . . . . . .  

Undertaking PlaCcs Basic paylClass of TY pe of Rates of Allowance Date of L 
Employm Allowance revision 

----- 
1. ' 2. 3. 4. 5. 6: 

....... .---.._I - ..----- __ ... - .... ............. ....................................... ........... 

Rs.  50 p.m. 
India. Rs. 950 - R s . 1 4 9 9  Rs. 7 0  p.m. 

Rs.  1.500 - Rs. .1999 R s . 1 2 0  p.m. 
R s . 2 0 0 0  - R s . 2 9 9 9  R s . l S 0  p.m. 
Rs.3(KIO and above Rs.1-SO p.m. 

1. C e m y t  Corporation oi Below R s . 9 5 0  HCA 

2 .  

3 .  

4. 

5 .  

11 industan Aeronautics 
I-rd. (Koraput Division). 

1lindustan.Perrolcum 
'Co~wrat ion  Limited 

Hindusran Salts Limited. 

Indian Oil corporation. 

Height of ahove 
1500 metres. 

Heigbt'bf 1500 
Metres or above 

Worknien: Gr. A 
Gr. B 
Gr. C 
Gr. D 
Gr. E 
Gr. F 

Officers (1982 pay scale) 
Rs.  - Rs.WOO 
Rs. 1001 - Rs. I100 
Rs.1 ID1 - R s . 1 7 9 9  
R s .  1800 and above 

Officers 

Non-Officers 

Below Rs. 9 5 0  
Rs. 950 - Rs. 1 4 9 9  
Rs. 1500 - Rs. 1999 
R s . 2 0 0 0  and above 

Officers 

HCA 

HCA + WA 

HCA + WX 

HCA 

HCA + WA 

Us. 70 p.m. 
Rs. 80 p.m. 
R s .  90 p.m. 
Rs.100 p.nr. 
Rs.  I15 p.m. 
R s . 1 3 0  p.m. 

Rs.  49 p.m. 
Rs.  60 p.m. 
Rs.  6.5 p.m. 
R s .  70 p.m. 

Rs.400 p.m. from 
October to March 

R s . 2 0 0  p.m. from 
October to March 

R s .  SO p.m. 
R s .  70 p.m. 
R s . 1 2 0  p.m. 
R s .  1.50 p.m. 

R s . 4 0 0  p.m. from 
October to March 

19x3 

3 5 3  



. . . .. . , - . - . .̂  . ."._ . . . 

1. 2 .  3. 
... . ~ .. . . . _-- . -. -. . -____ ..- ._ . 

0 Indian C)krseac Bank tieieht of IOOO 
metres & above 
but Ics than  
rsoo metres. 

7.  

R .  

Indian Telephtine 
Induatrte% Ltd. 

Life insurance 
Corpnmtion of India. 

Height not less 
than 7M metres and 
which are 
surrounded by hills 
with a height of 
IIW nietres & abnve. 

Height of 1500 
and abnve but less 
than 3OOo metres. 

Height of 3000 
Mrtres and ahove. 

Height of 1 5 0 .  
Metres ahove Sea 
level. 

Height heween 
lo00 mtres & 1500 
metres. 

Clerical & Suhc>rtlinate 
Staff 

Officers 

.. do .- 

Clerical & Subordinate ' 
Staff 

Officers 

Clerical & Subnrdinalr: 
Staff 

Officers 

Einployees of Sriniigar 
Unit 

Class-I 

Class-11. Ill & IV 
_. __---.--- 

Class-I 

Class-11. Il l  & I V  

. . _. - - . I . . .. ,. - , . . _. . . . - . 

4. 5. 6. 
.. -. -. -.... . .. --- .. - 

~ -_ .- ... .. . ,. . , _ _  
fiCA 6% of hasic pay 7.1091 

maximum of Rs. 110 p.m. 

5 R of basic pay subject 
to maximum of Rs.130 p.m. 

HC'A 

_. do _. .. do -. 

HCA 

HCA 

HCA 

I4Ch 

HCA 

8% of h a w  pay 
maximum of Rs 150 p m 

to a maximum of Rs.600 p m 

18% of basic pay 
maximum of Rc 450 p m 

15% Of basic pay subject 
in a maximum of Rs 600 p m 

Rs 190 p ni 

6 5 %  O f  basic pay subpct 

7% Of b S l C  pay SUbJeCt 1 1 57 
t o  maximum of Rs 180 p m 

7 %  of bas= pay subject 
to maximum of Rs. 159 p m 

5 % of basic pay subject 
to maximum of Rs 150 p m 

5 %  of basic pay subject 

3 54 



. . . . .  . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  . . . . .  ... - .. _" ........ . . . . .  . . . . . .  .- . -  

1. 
. -..._ .. . . . . . . . .  

9. 

10. 

State Bank of Hyderabad 

.- I . 
2. 

. . . . . . . . . . . .  -. ... 

Height not less 
than 1.50 metres hut 
surrounded by and 
accessible through 
hill of loo0 metres 
and ahove. . 
Height 3000 metres 
& atmvc.  

IS00 - 3000 metres 

Tehri Hydro Development Project site. 
Coqkxation Limited. Tehri. 

11.  Central Government 
Employees. 

3. 4. 
,- . . . . . . . . . .  . __ . _- . - . . . . . . . . .  

Clerical & Subordinate 
Staff 

S u p m i s o y  Sraff 

Clerical & Subordinate 
Staff 

Supervisory Staff 

Clerical & Subordinate 
Staff 

Supervisory Staff 

Below Rs. 1500 
Rs.1500 - Rs.1999 
Rs.2000 - Rs.240 
Rs.2500 & abnve 

Below Rs.950 
Rs. 950 - Rs.1499 
Rs.1500 ~ Rs.1999 
Rs.2000 & above 

HCA 

HCA 

CHCA 

5. 6. 
... I ._ - .. _- _. .... 

to maximum of Rs.125 p.m. 

18% of basic pa) subject 
to maximum of Rs.450 p.m. 

15% of basic pay subject 
to maximum of Rs.600 p.m. 

8% of basic pay subject 
to maximum of Rs. 150 p m  

6.5% of basic pay subject 
to maximum of Rs.160 p m .  

6 %  of bark pay subject 
to maximum of Rs. 110 p.m. 

5 % of basic pay subject 
to maximum of Rs.130 p.m. 

Rs. SO p.m. 
Rs. 70 p.m. 
Rs.120 p.m. 
Rr.150 p.m. 

Rs. SO p.m. 
Rs. 10 p.m. 
Rs.120 p.m. 
Rs. 150 p.m. 

1.1.86 

. . . .  _- . ; . . . . . . . .  
HCA Itill Comynsatoty Allowance 
CHCA Composite frill Cwnpensatoy AllOwancc 
WA Wimer Allowance 
Source Data collected by the Fifth Central Pay Cbrnn!isaion. 
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DEATH-CUM-RETIREMENT GRATUITY ADMISSIBLE TO THE EMPLOYEES OF THE PUBLIC AhiXSE 36.7 
SECTOR AND GOVERNMENT OF INDIA 

Cndertaliing 

(min. year No. of 
of service) Months 

- -_ _. __ . - - - -____ . ~ - ~  

1. 2. 3. 4. 
__ - .___--. - _  ___-__-. - -.-- - - _- _____ ._ 

1 Air India Ltd 1 S days salary 
for each coniplr- 
ted year of 
service 

2 .  Bharat Electronics Ltd: 

3.  Bharat Aluminium Co. Lld ? years 

16.5 Months 
Emolunients 

IS days salary 20 Months 
for each comple- Salary 
ted year of 
service 

(Basic + DA) 

Amount No. of Amount 
(Rs.) Months CRS) 

5 .  6 .  7.  a. 9. 

-.. .- ~ . . . ~~. - .. ~ 

~ __ ~ ~ ~ 

1 lakh 

1 lakh 

I Iakh 

I lakh 

lecs than I y r  2 Months 
Emoluments 

6 Monrm 1 yr & above but 
less than 5 yrs. Emoluments 

5 yr.& above but 
less than 20 yrs Emoluments 

After 20 rs 112 Month's 
Emoluments 
for cornple- 
ted half yf 
of qua1 ify ing 
service 

12 Months 

I IaLh 

< ...__ ._...d(,.. __....... ^ > 33 tinier 1 IdAh 

Emolument\ 

3 56 



5 .  

6 .  

7. 

8 .  

9. 

10. 

I I .  

Bharat Y a n m  Nigam Ltd 

Bonpaigaon Refinery and 
P e t e  Chemicals L t d  

Cement Corporation of 
India 

Drlhi Transpon Corporation 

Engineers India Lid. 

Ferro Scrap Nigam Lrd 

Fond Corporation of India 

IS days salary 
for each comple- 
ted year c d  
K W k X  

S years < _ _ _ _ d o  __.___ > 

2 years IS days salary 
for each comple 
ted year of 
service 
(Basic + DA + Spl.Pay ) 

12. Garden Reach Ship Builders 5 years 
and Engineers Lid. 

13. Hindustan Shipyard Lid. 

IS days salary 
for each complc- 
ted year of 
service 

16.5 Months 
Emnlunients 

16.5 Months 
Emoluments 

20 times 
Emoluments 

16.2 Months 
Emoluments 

1 lakh 

I lakh 

I lakh 

I lakh 

1 lakh 

I lakh 

1 lakh 

I lakh 

33 times I lakh 
Emolumcnis 

33 times I lakh 
Emoluments 

3 3  tlrtU5 1 lakh 
Emoluments 

33 timer I lakh 
Emoluments 
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1. 
- __ 

22 hfinenl Exploration 
Corporation Lid 

23 National Thermal Power 
Corporation Lrd. 

2 .  
.. . - 

4 years 

S years 

3.  4 
- _  

IS day7 talary LO Montlic 
for each comple- Emolumentc 
ted year nf 
wrvice 

IS days salary 40 times 
for each complr- 
ted year of (20 months) 
service 

15 days wages 

5.  

I lakh 

1 lakh 

24 Rashtrtya lspat Niceam Ltd 

25. Government of India 

5 years 

5 years 

15 day7 emoluments 20 months 1 lakh 
for each comple- Emolumentc 
red year of 
cervice 

I14 th of Emolu- 16 5 times 2 5 lakh 
ments for each Emoluments 
completed six 
months of service 
(Basic + DA Q 97% for Pay up to Rs 35001- 
Basic + DA @ 73% for Pay of Rs 3501-600 

subject to inmimum of Rs. 3395 
Basic + DA @ 63% for Pay of Rs.6001 & ahove 

subject to minimum of Rs 4380 
w.e.f 1 4.1995) 

(Baric + DA) 

____- - - - -__-- ~ ___ - - __  __ - _ _  _____ 
Note: For the putpose of computation of gratuity in PSUs, a month should 

hc reckoned as consisting of 26 working days 

6. 

less than I y r  
Eniolu me n t s 

I yr.& above hut 
less than 5 yrs. 

5 yr.& above hut 
less than 20 yrs 

After 20 yrs. 

7. 8 .  9 
__ - - 

IS dayc wages 20 Month. 1 lahh 
for each com- 
pleted year cif  
;eivici t i l l  
the date of 
retirement 

Emolumentc 

2 Months 
Emoluments 

6 Month5 
Emoluments 

12 Months 
Emoluments 

I t ?  Month's 
Emoluments 
for comple- 
ted half y r  
of qualifying 
service 

33 rimes 

1 lakh 

33 times 
Emoluments 

- - -- - __I_ ______I__--._-. 

Source Data collected hy the Fifth Central Pay Commiswn 

I lakh 

1 lakh 

2 . 5  k k h  

59 



AShEXE 36.8 

1 .  

> - .  

3 .  

4 .  

5. 

h.  

7 .  

8 

9. 

10. 

1 1  

12 

12 

14 

1. 

Air India Liniited 

R h a m  Electronics Limited 

Bharat H e a v y  Electrical< Ltd 

Btiarat .4luininiiiiurn C ~ I  1 td 

Bonpaigaon Refinery & P e m  
Chemical$ Limited 

Cement Cnrpwiir t i n  of India 

Cocliin Ship) A r e 1  Limited 

Dredging Corp of India Lul 

Fern] Scrap S p i n  Limited 

Food Corpordion of India 
Lln~lted 

Hinductan Aeronautic< Ltd 

Hind ti \tan Fenil i ze r\ Ltd 

Hinduwin Shipyard Liniited 

Indian Railw.i\ Construction 
Company Liin lied 

2. 

10% of basic pay 

10% of h a w  pay + DA 

10% of Pay+DA+FDA 

10% of Pa! + DA + Spl P n )  

10% of Basic pay + D A  

10% of  basic pay t !>A 

X 1/3% of ha5ic wages+ D A  

10% of basic pay+DA 

10% of basic pay +DA 

10% of hasic pay+FDA+VDA 
(IDA scale) 

10% o f  hasic pay + C D A  
(CDA scale) 

10% of hasic pay + DA 

10% of basic pay + DA 

X.33% of basic 

10% of basic pay + D.4 

3. 

10% of basic pay 

10% of  haric pav + DA 

10% of Pay + DA +FDA 

10% of hasic pa! + D A  

X li37r n f  h $ i c  wages+DA 

1 0 %  of hd\iL pa) + DA 

110% nl'hasic pa) t DA 
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1 .  2 .  3 .  

-- 
IS. Indian Telephone Industries 10% of b2.k pay+DA i 0 l  of basic pay f DA 

16. Life Insurance Corporation 10% o l  the aggregate of 10% of basic pay 
the basic pay including 
90% of the Fpl.AI1owances 

I 0% of basic pay + DA 

Limited 

of India 

17. Manganese Ore Limited 10% of basic, pay + DA 

18. Mica Trading Corporation 
of India Liniiled 

19. Mineral Exploration 
Corporation Limited 

20. National Industrial 
Development Corporation 

2 I .  National Seeds Corporation 
Limited 

22. Rail India Technical aluf 
Economic Services Limited 

23. Paradeep Phosphates Ltd. 

24. Projects and Equipment 
Corporation of India Limited 

25. Rehabilitption Industries 
Corporation Limited 

26. North Eastern Handicrafts 
and Handlooms Development 
Corporation 

10% of  basic pay+VDA 10% of basic pay+VDA 

10% of basic pay+DA 10% of basic pay+DA 

8 113% of basic wages+DA 

10% of basic payi  DA 

10% of basic pay f DA 

K)% of basic pay 

10% of basic p ~ y  f DA 

8.33% of basic pay+DA 

8.332 of basic pay - i C A  

8 113% of basic wagrs+DA 

10% of basic pay+DA 

10% of basic pay + DA 

10% of basic pay 

lC% of basic pay+DA 

8.33% of basic p q t  DA 

8.33% of basic pay+ DA 

27. Central Government Employrcs h %I of hitsic p1y only No! applicable 

Source: Data collected by the Fifth Central Pay Commission. 
..._________. - .... ___- - . ___ . .. . _ _  -. . . 
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-3 7 1 
salaries in thc pri\,atc scctor ha1.c sk>.rockctcd and gone through the roof Thi  
recent spirt in the conipcnsation packages oTcmplo!ws i n  the prn'ate sector I S  3 

result o!' die intcnsc conipctition :iiiongst thc large nunibcr of p1aJa-s that ha\ 5 

sml.rgcd on the industrial scciic I t  IS ilicsc pla! crs nho arc making such lucratii 2 
oflcrs i n  ;i bid to attract and rctain kc!. pcrsonncl 

Wc obscnx that subscqucnt to thc cpcning up of thc cconoin! 

- -  .' I 2 Go\wnnicnt tm has contnbutcd to thc salan. booni in the p r n a c  
l ;a ior .  iiiitial!!. b!- raisuig the ccilings on the renitineration of nianagenal personnc!. 
aid later b:. relasing the ceilings coniplctcl!. for profit-making companics. Todn! . 

such coinpanics can pay their nimagcrial pcrsonncl 5%) or lo'%, of their net profits. 
dcpcnding on lvhcther thc conipar.!. has onc or niore than one Managing 
DirectoriWhole-time Dircctor. Thus, a company with a net profit of Rs.100 
crores and with one Managing Director can pay him Rs.5 crores per annurn 
This kind of astronomical satan. is not iiicrcl!. an example. these da!.s it  IS  fact 
Thus Govemeiit  poliq has blown up the htheno innocuous differentials betuccii 
the Govcrnnmt md the private sector. espec!all\~ at the highest levels. many tinics 
o\zr Nccdlc;s to sa).. h s  has led to extreme rcsnntmcnt and,heart-burning among 
the Govcrnnicnt employees. 

37 3 At a Sermnar organized in Januan. 19%- b:: the Centre for Kcv 
Perspcctnzs on the " S a l v .  SJsteni in Go\ crnmcnt". the public s en  ants argucd 
\chcnicntl! in support of a comparable status ~ i t h  the pnvate sector iil respcct of 
salancs It \+as argud that the "o\cr offcrings" b! multinationals to fresh IIT and 
managemcnt graduates. which Mere as high or highcr than the salaries of senior 
Go\ crnment officials. iverc eroding the niorale of all Government functionaries 
Such glaring disparities between the pa! structurc in the Government and thc 
pri\ atc sector might creatc a senous crisis ol'talent. cspcciall~ at higher Ic\ cis 

3 7  J The issuc of salaries iri pris atc sector has hogged considcr-able 
media attention and senerated a yeat deal ofcontrovcrs!, Whilc there IS a plethora 
of nc\\.spapcr and magazine nniclcs a \ d a b l c  on thc subject of salarics i n  thz 
pri\ atc scctor. tlicrc is no reliable databasc In tius contcst. \ \c dccidcd to assigii 
a stud\. to thc Managcmcnt Daclopmcnt Institute ( h4DI ). Gurgaon to tarn' o i i l  311 

objccti\ c asscssmcnt of thc situation. comparing the salaries and pcrqiiisilcs 



obtaining in thc Ccntral Go\ ernment nith those in the prn ate sector The MDI 
circulatcd a questionnairc to about 400 pnvate sector enterprises ranging from 
small traders to huge multinational companies The list tias d r m n  up so as to 
cmer a urde spectrum of enterprises in terms of their scale of operations. types of 
actn ities. organisational structures. locations etc The s,ample drann \\as 
influenced b! con~enience of access to information and technicail! could not be 
called a random sample The pmate sector is highly reluctant to part \\ith 
information relatins to cornpensahon packages With great deal of persuasion and 
personal efforts. MDI succeeded in elicitmg information from 1 I2 organisations 
The response to the questionnaire was received from these 1 12 enterprises This 
is a good beginning and it is hoped that Management Institutes across the 
country will take this as an example to follow, so that a body of literature is 
created on private sector remunerations 

f I d / H p  o/ //w 37 _i Aftcr n i b g  some assumptions regarding thc comparable levels 
in the pri\ ate scctor and the Government, and other assumptions for the purpose 
of quanbfi mg non-quantifiable benefits (see Annes 37 1) thc MDI have calculated 
the "average total cost to the organmuon" of maintaining officers at var~ous levels. 
m the Government and the pnvate sector. This average total cost includes both the 
duect and mdirect cost and is given for five levels of managment in Annese 37.2 
The MDI have concluded as under : 

\ / i i i A  ivitriisfed /o 
\ [ I  ) I  

1) The Secretary to the Government of India, on an average, 
costs his employer around half of what a Chief Executive 
Officer (CEO) costs his employer in the private sector The 
average cost of a CEO in the private sector is Rs. 1.02.255 p.m. 
For a Secretary it comes to Rs.44.8 17 

1 1 )  Besides an average basic salary (including DA -t CCA) of 
Rs 23.303. the CEO in the private sector draws an incentive 
pay of Rs.14,752 which works out to 6570 of the basic salary. 
The secretary to the Government of India does not get any 
pa! nieiit of this nature 

111) CEOs in the private sector enjoy a little more than their basic 
salaries in the form of housing and car benefits These includt 
hoisc \\ ith furnishing a l l o ~  ance, house maintenance. telephone. 
dni er. car mmtenance. insurance. road ta\. pctrol. ctc In some 
c a m .  portton ofespcnditure on housing and car is given in cash 
on reimbursemen; basis The Secretan also cnp? s housing and 
car bcncfirs but not of conmxnsuratc \ alue 

I \ )  In 3dditicn. a CEO in the private sector draws sundry 
allowances such as books and pcnodicals. club incnibcrships. 
credit cards. LTC. medical entertainment. sen ices and anicnitics. 
s m  Ants. ctc . to thc tune of Rs 12.045 p i n  which is nearly 
55% of his basic salary As regards the Sccretac to the 
Go\erniiicnt of India. he is entitled to soiiic medical benefits and 
LTC b! rail only. nhich may bc \ alucd at Rs 2700 or I O'%) of thc 
basic snlar! 



v) 

vi) 

Vii) 

siii) 

xi) 

sii) 

siii) 

In the. private sector, -0s are increasingly being given 
superannuation benefits which are significantly better than the 
pension entitlements available to the Secretanes. 

The annual increase in the compensation to a CEO in the 
private sector enterprise is 30 to 35%. while the increase 
penrutted to the Secretary is marginal (in the range of 8-9%) If  
the trend continues, the gap between compensations allowed to 
CEOs and Secretaries will increase draniaticall!. ovcr time. 

The structure of the compensation pachage of a Head.of 
Depilrtment u1 the pnsate sector is sinill& to that of his CEO. but 
the differential m the quantum of remuneration is \tide An NOD 
gets about 40% lesser than his CEO. However. in 
Government the differential between the emoluments of a 
Secretary and a Joint Secretary is very little At the HOD 
level pnvate organisations are vec :heVal ulth deswptions but 
conservative with regard to compensations While an HOD has 
approsunateiy 8- 10 years of espenence. a Joint Secretq has 
dread! spent I6 to 22 yesus in senice 

Though the average compensation package of entc level 
executives in the private sector may be lotier th'an in the 
Government. in some cases entry level executives reach a 
compensation level that is nearly two times the compensation 
at  the highest level available in Government of India, w h i n  
a short span of time. This is pnmarily because of performarxe- 
related rewards available in the private sector 

In the private sector. performance criteria are well laid down and 
salaries are revised annually Those performing better tnan 
others are given accelerated increments and promotions. 

Amongst the nonexecutives in the private sector it is observed 
&at there is a high degree of flexibility and multiple 
functionality. For instance, a typist also performs the role a 
telephone operator. a stenographer. a PA or an assistant 
Similarly. a Peun/Messenger is zked to work as a dri\,er as also 
attend to other errands like making and sening tea 

Annual pay is revised in such a manner for non-ewxutives that 
the rate of increment includes both the components I e inflation 
adjustment and reward for performance 

In the private sector. there are many employce-friendly link 
parameters For esample. attendanccishift aliott ancc. transport 
for family members. picnic. free gifts on the occasions of 
important festivals etc 

Salaries are deliberately structured in the private sector so 
that an employee i s  able to save on income tax .A significant 



s i v )  

SV) 

svi) 

component of the pay packet in the pnvate sector is that of cash 
allo\\anccs. \ h c h  are given to them on "reimbursement" basis in 
order to a\ old payment of income tax Some of these could also 
be termed as malpractices. Similar methods are not possible in 
h e  Go\ m e n t  \\here there is more tfmsparenq! and a rigorous 
s\ stem of auditing The study has suggested exemption of 
Government employees from income tax or reduction of their 
tax burden 

The number of holidays in the private sector is far less than 
that in the Government.' But the duration of working hours and 

,\\orhng days is much greater. In practice. there are no standard 
hours of work 

Government may consider introduction of a fast track for 
promotions. Some of the appointments could be made on 
contract basis. 

In certain sectors in Government, linkage between performance 
and compensations wuid be easily established, as these are 
departmentally run commercial or service undertakings 

From the above study, it is indisputable that there has come to be 
a yawning gap behveen the salaries and benefits aviailable in the private sector and 
the Go.\.emment at nil le\.els. We believe that this problem if not addressed at this 
juncture is Ilkel? to graduall?, spell a rot in the system. Not only is a flight of talent 
an immediate possibilit) a tendency towards corruption is equally likely. We also 
obsencthat it may not be possible to lift the remuneration system. prevailing in the 
private sector and transplant it in its entirety on to the Goyemlent as there aie 
vital differences behvecn the nvo sectors. Security of tenure in the Government 
is a distinct advantage conipared to the private sector. Similarly. unlike the 
Government. profitabilin- considerations in the private sector continue to be the 
prime dri\,ing force. Even so. some relative parities will have to be maintained. 
Countries abroad have already started doing so. In Singapore, salaries in 
Government have been benchmarked to the salaries in the private sector. The 
salancs ol'Pemiancnt Sccretxies in the U.K. are also close to the salaries of Chief 
Esecuti\zs in thc pm'ate sector. 

/ > ( I I I I I L I I I I ~ <  JIYWI 37 7 \Vc are. honeber. constrained by the availabhh of funds \\]thin 
the Go\enlnient in niahing recommendations of this son Yet. \\e have tried to 
str1l.e a balance b! borro\\inS certain features from the private Sectoi Our 
recommendations on exemption of allowances and pensions from taxes, 
performance-related increments, linking part of running allowance with 
punctuality of trains, introduction of Limited Departmental Competitive 
Examinations for promotion, reduction in number of holidays, etc., have 
drawn inspiration from the experiences of the private sector We have also 
narroued dorm the astronomicall!. large differentials at the highest h e 1  to a 
limited estcnt b! reconmiending 100% mflation neutralisation at all lei CIS 

rlw prn rirr \I,< ior 



Need for National 3 7.8 
‘ f ” a ~ p o ’ i ~  

While we hope that the present boom in private sector salaries IS 

a transitory phenomenon and will be self-lmniiting. we do feel that a National 
Wage Policy needs to be drawn up to put an end to the corporate warfare being 
currentl!. waged by private industq. for wooin? m a y  human capital 
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Assumptions made by MDI for the purposes of calculating and comparing total 
compensation packages in companies. 

Designations and salary structures do not have one to one IidaSe in several organisations. 
Where the s a l q  structure is not clearly defined, we have taken the basic salary of the 
incumbent III that post as an estimate of the basic salary. 

Many compan~es use a vanable annual increment as a comblned measure for both inflation 
adjustment and increment (up valuing skills) Consequently in our reporting the changes 
u1 DA + m u d  mcrement ma! be combined together to estimate increase in compensation 

Wherever a company car has been provided, a sum of Rs OOOO/- per month has been used 
as an estunate for h s  benefit This figure has been arrived at based on estimate of driver's 
monthly salary plus car maintenance plus petrol expenses plus other expenses like tax etc. 
This figure is for non-AC standard car model. In the case of l u s u ~  cars like Contessa, 
Cello. Esteem. etc., a sum of Rs 15.0001- per month is taken as an estimate. 

Telephone : If a telephone \\;lth local call facility is provided. a sum of Rs . jOO/-  per month, 
with STD facility and ISD facilie Rs. 15W- and Rs.2500/- respectively is added in the 
monthly compensation package. 

Transport C-ation In some cases it cmnot be treated as a part of compensation since 
the lowtion of the unit is outside the cih. !n such cases the cost of monthly pick up is not 
included as a part of the compensation 

Medical Benefits Whenever the company does not specifi. the upper limit for medical 
reimbursement. it is estimated that this figare is equal to one month's basic salary. 

LTC : Where an upper limit on LTC is not specified. it is estimated that this figure is equal 
to one month's salary. 

Accommodation Where conipan) accommodation is provided and HRA is not specified. 
50 per cent of sa lan  (bastc+DA) is uscd as an estimate for the rental I due of the house 
In the case \\fiere bachelor accommodation is provided. 25 per cent of the basic + DA may 
be used 

Subsidisd Food Wherever lunch. Tea/Coffee is provided b! the cornpan). a flat sum of 
Rs 750/- per month is added to the total monthly compensation package of executive and 
Rs 3001- in case of workmen 

Grahuh h the case of yatuih. 15 days' salary for even completed year of service is taken 
as an estunnte The salan here ma! be taken to be the basic pay + DA of the upper limit 
of the pay scale 

Provident Fund . For PF 10  per cent of the basic + DA is added to the total monthly 
compensation. 
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12 Leave Encashment 1 wherever th~s scheme msts,  the amount may be added to gross annual 
compensation, whether it is availed or not. 

13. Productivity Incentiia : Wherever this scheme I s  in vogue. last year's data IS used as an 
estimate 

14. Uniforms. Shoes. etc.. which are given to employees are treated as a part of compensation. 
although some companies do not trcat them as such. 

15 The jobs responsibilities and hours of uork f6r the same designation v a n  considerabl) Ln 
ma!. organisations We haw e used our judgement to classifi them into similar clusters 

Some Definitions used for Ana!ysis 

Cost to company: 

This represents all direct and indirect cost to the company for hmng an empio! ee Thls 
would mclude al! monthly pajments. annual payments stotutoF obligations (ESI. PF. Penson. etc ) 
and subsidies (Canteen. Cor,veyance, Umform. eic ) 

Effective Pay 

f i s  is the total cost to the company excluding statuton obligations (PF. Gratuity and other 
Terminal Benefits), housing benefits (Rent on leased house. house maintenance. telephone. etc ). 
convqance (including carI petrol, insurance. tax and maintenance). This. howe1,er. would not g1i.e 
the cash pa!. packet whch employees moss the sector take home. Nevertheless, it senes as a useful 
measure of comparing the pay across sectors. especially when a significant proportion of the pa? is 
strictl!. non-measurable or non-vanable. 

Take Home Pay 

This is the pay packet in cash which an employee receives each month. It includes basic pa!.. 
DA, CCA, Cash Allowances and excludes HRA if any and all annual benefits like Bonus. Es-gratia. 
LTC. etc.. as also statutory benefits Ilke PF. Gratuit?,. Pension, etc. 



ANNEXE 37.2 

COMPARATIVE LEVELS OF TOTAL COST IN THE GOVT. AND THE PRNATE SECTOR 

..... .. _ _  _____ - -. __ (Rs./Month) _ ~ _  

I.&\ el  Desigriatioa Total Cost to the Organivation 

Luw Avg. High 
- 

1. 2. 3. 4. 5 

Highest l e ~  ei (a) CEO 7X 512 101,255 269,967 
(b) Secretan- 4 4 x 1 7  44.817 44,817 

Senior level (a) Head ofthe Dqtt.  20.308 65,283 112,783 
(b) Joint Sareta? 36.805 N A. N.A. 

( a )  Esecutives 2.0OCJ 10,837 23,288 
(b) Ciraup A Ofticas 12.139 14,350 16,380 

Siippoi1ing Stafl’ (a) Typist in P\? Sector I OX6 1,146 8,381 
(b) T-pist in Govt. 3 . 3 1 2  3.251 5,139 q - l  

Lowest Ie\d (a) Peon in h?. Sector 930 3,582 8,065 
(h) Peon in Govt. 2.hm 2.961 3,234 

._______ -__ - _____-- . _. 

Source: MIiI Study 
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I GENERAL INTRODUCHON I 
--I 

7 1 l C  i l ' 4  / i l l .  38.1 
L otitpim VJI I  s u11h 
r h  S ~ I J W ,  

Our Ternis of Refercncc rcqurre us to ninhc rccommcndations 
about the structure of the emolunients and conditions of sen ice of tbc Central 
Govemeni emplq  ws ha\ in2 regard. among other i ele\ ant factors. to the 
p r e - d m g  pa) structuic and retirement benefits available under the State 
Cjovemcenf s 

1 VIEWS EXPRESSED BY PREVIOUS COMMISSIONS 

j 8 2 The Second CPC uhile admitting problems of making \d id  
comparisons among State Go\emment employees stated " The rates of 
rcmuneration of the heads of mqor d e p m e n t s  are comparable ni th  those of 
heads of departments under thc Central Gownrnent The diffcrcnces hone! er. arc 
most conspicuous in the case of Class IV and clerical staff \\ hich i n  conjunction 
\\ith the s m l a n h  of' qualifications and duties has pro\ ided a ground for agitation 
b? the non-gaircttcd cniplo! ccs The disparitics i n  the cmolumcnts of p ~ b l ~ c  
servants in different States are lo a largc extent. but not cntirch thc reflcction of 
unequal le\ els of econoniic de\ elopment and of dillcrences i n  thc linancial 
resources of the Slate Go\ emnents " 

Tlw S L V  rlrrd t 7 K  



I I ,  v h>iiirrli ( f'( 3 8 4 Thc Fourth CPC obscned ' \\ hiie a graduate teacher. staff car 
dn\ cr staff nurse are paid less at the mmiun i  of the scale compared to the Centre. 
a m i n  othcr categories like LDC. Constable. Head Constable. Telephone Operator. 
Midunes ctc are gettmg hgheremoluments There is no uniformih of pa!. scales 
across the Statcs and relativities behecn different posts also differ across states" 

1 METHODOLOGY I 
7 In order to study the pre\ailing pa! structure in the State 
cmnicnts. a qucstionnaue im designed for eliciting information about the pa! 

Ics of different categories of posts. allo\\anccs 3nd retirement benefits of the 
)Io\ ccs and other relei ant conditions of sen ice Copies of the same \\ere 
mdcd to all the State Governments Replies \\ere recei\ ed from 2 1 out of the 
m u  Thc four defaulting States \\ere Bihar Kcrala. Nagaland and Punjab 
also \ isitcd some States Duriny our \ isits n c  had discussions \\ith the Chief 
iistcrs. C h i d  Sccrctancs. Ofiicers of the Statc Governments and the State units 
hc rcspccti\ e All India Senices officers' .4sscxlations 

SIZE OF EXPLOYMENT IN THE STATE GOVERNMENTS 

38  6 Used on the mformation recci\ cd from State Governments it is 
obsen cd h a t  tlie total number of employees under the State Governments is more 
than the number of ctvrlian employees under the Central G o v m e n t  While 
according to the data bas4  on Economic Sun e!. 1995-96 the number of ci\ ilian 
emplo\ws i n  the Central Government rose from 32 7 labs In 1983 to 33 9 lakhs 
~n 1004. the number of State Government emplo! ees increased from 60 4 I&s to 
7 3  4 Iakhs during the same period. representing an increase of about 3 7% t'or 
Central crnplo\ws and about 2 1 5% t'or State Go\ cnunent emplo! ees Ei en if u c  
taAe the intonnation based on the schedules. the figure for Central Go\ ernment 
emplo!ces sho\is an increasc of 10 3% o\er the period 1984-94. there are no 
figures for State Go\emnient emplo! ces a\ ailable from the same source It can be 
broadl! stated that the Central Government has been able to keep a tighter 
control on the number of iis employees than the State Governments because 
of thc free/e operative since 1984 

BRO.AD OBSERVATIONS BASED O S  COMMON CATEGORIES 

S r r r l r ,  '1Il -3 x ;' From the replies recened it is obsened that the pa! structure of 
Statc Go\ cnmicnt cmplo>ees IS pcnodicall! re\ i a e d  and re\ ised b? the respcctij e 
Statc Pa\ Conin;issions/Comniittees on the pattern of Central Government pa! 
scales The number of such Pa! Commissions i aries froiii three to nine across the 
States n i t h  thc largest number ha\ ing been sct up in Andhra Pradesh. Assam aiid 
Orissa ( Sc\ en each). Rapsthan (Eight) aiid Jammu R Kashniir (Nine) (See 
Annexe 38.1 - lor  details) 

( l l t l l l l l l \ \  I l l \  

38  x Most of the States have adopted the Central Government 
pattern with slight modifications to suit local conditions In ccrtain Statcs lihc 
Karii,itaka. Andhra Pradesh and Assam. the pay scales have been rcvised as 
racntl!. as I 7 iOO3. 1 7. IOW and I 1 1989- as compared to 1 I l O X 6  \\hich IS thc 
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date of eff& of the Fourth CPCs recommendations. Consequently, the pay scales 
in these States are much hi& than the pay scales at the Centre as these are linked 
to higher levels of AICPI. 

Pav-.\rules iti 38 9 The number of pay scales are seen LO vary across States. wth a 
maxlmum of 46 scales in Goa and a rmnirnum of 17 in Haryana The number of 
scales in some other States are Andhra Pradesh (32). Amnachal Pradesh (36). 
Assam (30), Gujarat (36), Maharashtra (30), Rajasthan (25), Uttar Pradesh (37). 
West Bengal (24) and Himachal Pradesh (29) (See Aniiexe 38.2) 

Smwc 

38.10 There is no uniformity in the scales of pay of various categories 
of employees across States. The Chef Secrew's post. being an IAS post. is in the 
scale of Rs.8.000/- in almost all States, escept Goa and Tripura. The Chief 
Secretary of H q a n a  gets a special pa); of Rs.500 over and above the basic pay of 
Rs.8,000/-. The scales of pay of Directors of Education and Chief Engineers shm 
considerable variation across States. 

38.11 It is also obsaved that the pay scales of some common categories 
like Constable. Head Constable and Staff Car Dnx er I I ~  a large number of States 
are more attractive than at the Centre. (See Annexe 38.2) 

! frrlm,unl- 38 12 
.\fiJrrmuni ran0 in 
StlllcJ$ 

The rmnunum-ma~um ram across States as on 3 I 3 95 IS at the 
level of 1 10 7 as at the Centre. Goa and Tnpura are the onl! exceptions, as theu 
Chei  Secretaries are rn the scale of Rs 7300-7600 and not Rs 8000 as m the other 
States and their peons are m a hgher scale than their counterparls at tbe Centre 

hfla IlOII 38 13 Salaries are indexed for d a t i o n  In all Slates and the 
"i'c-'af*ov ln compensation for increase ui the cost of living is given in the form of dearness 

allowance as per the Central pattem All the States use All India Consumer Price Smfes 

index for Industrial Workers for measuring inflation. as is the practtce in the 
Central Government 

Encoshnrent of 38 14 
'''rive a"dLTC 

In regard to the other mndhons of service Ilke hohdays, 
enwhnent of leave and LrC we find that there are large scale variations b e e n  
the Central and State Government employees (See Annexe 38.3) As compared 
to 16 gazetted holidays at the Centre, the number of holida! s in the States 
from 41 in Siklrim to 3 0  m Jammu 8c Kashrmr and 19 in Goa Smlarly. as 
compared to 12 days's Casual Leave at the Centre. the pro! ision m most States 1s 
for 15 days Eaned Leave IS m f m  fixed at 30 da! s both in the Centre and the 
States While no encashment of leave d u n g  senice is pernutted at the Centre 
such encashment dunng senice ranges from 15 to 30 da! s in a block of hso years 
rn the States such as Andhra Pradesh, Gujarat. Karnataka and Maharashtra 
Gujarat also permits encashment of LTC but is alone in this respect In most 
States as well as at the Centre. Government employxs and their families are, for 
the purposes of LTC. entitled to travel by a specified class x\ hich is not the same 
class as the official is entitled to travel whde on tour How\er, in thecase of 
officers and the families of Tamil Nadu Government draning a cenarn pa). air 
travel is pernutted Assam and Meghalaya Government permits the employees and 
theu fanulies to travel on LTC by the s m e  class to uhich the official is entitled to 
travel \\ hilc on tour 
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3% IS %lost of t h e  States do not have a system 3f payment of 
overtime allowance For a feu categones of emplo>,ees who are required to work 
at odd hours. a special tiffin allo\vance is permitted 

38 16 We also 0bsen.e that certain other local allowances or facilities 
like a peon surrender allowance, car for private use on nominal payment 
along with free petroi. medical reimbursement of treatment from private 
medical practitioners, sumptuary allowance etc., are given by certain States 
like Tamil Nadu to their employees, whde such allo\\ances or facilities are not 
pro\ ided b! the Centrc 

38.17 A _great deal of uniformity is observed in the retirement benefits 
avdable to the State and Ccntral Government employees n i t h  average emoluments 
for calculating pensions being based on last 10 months' pay in mo.st cases. rate of 
pension being 50%. qualifiing service for full pension being 33 !'ears and for 
eligibility of pension being 10 years (See Annexe 38.4). The minimum and 
maximum pension limits vaq.  across States because of differences in the pay 
structure. The States of Andhra Pradesh, Madhya Pradesh, Onssa. Rajasthan. 
Tamil Nadu and Tnpura have no ceding on pensions. As at the Centre. on third of 
pension is allowed to be commuted in all States. Whlle rcstoration of commuted 
value is generally allowed after a period of 15 years botli at the Centre and in the 
States in a fen States this penod has been reduced even to 12 years. 

38.18 Whde no \anahon IS observed between the Centre and the States 
m the rate of deatb-cuni-retuement gratmty and the ceilmg limit in terms of number 
of months is also broadl?. umform at 16 5 months or so. many of the States have 
not yet reported an increase in the financial ceilings (See Annexe 38.5) 

38 19 Kegardm_e promobon pohq. \\e obsene that the States of Andhra 
Pradesh. Goa. Gujarat. Kerala. Rajasthan. Maharashtra. MiLoram Uttar Pradesh 
and West Eknsal ha\ e introduced some form of time bound promotions at Group 
B. C and D lael (See Annexc 38.6) Slkkun has introduced an ad\ ancement gade  
of Joint Secretar after I 0  !ears of service at the Group .A 121 el The number of 
such tinie-bound promotions \ a n  bet\\een 2 to 3 across States and le\ CIS In the 
Central Go\ crnnient also. tirne-bound proniotions ha] e been introduced at the 
lower h e l s  of certain Group C staff in the Department of Posts Man! scientific 
departments at the Centre operate a flexible complementing schcine for Group A 
scientists and for other categories of employees. \\hich is also a J ariant of time- 
bound pronimon 

WAGE BILL IN STATES AS A PERCENTAGE OF REVENUE 
RECEIPTS. REVENUE EXPENDITURE AND STATE DOMESTIC 
PRODUCT. 

38 20 As compared to Rs 9044 crores spznt by the Centre on the wages 
and salaries of Central Go\.emment emplo? ees in 1989-00. the corresponding 
amount spent by the States vaned betucen Rs 2040 27 crores in a large State like 
U P and Rs 42 67 crorcs in a small State like Sihkiiii (See Annexe 38.7) 

38 21 The wage bill of the Statk Government eniplo?cos as a percentage 
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percentage of 
Revetwe Receipt, 

s , ~ ~ , ~ ,  ~o,,lcJIic 
Prodmi 

of Revenue Receipts, Revenue Expenditure and State Domestic Product varies 
across States from 1414 tc 56%; 14% to 51% and 2% to 23% respectively,.as 
compared to 17.3%, 14.1% and 2.21% at the Centre. There are certain States 
which are spending a larger proportion of their revenue receipts, revenue 
expenditure and SDP on wages and salaries as conipared to the Centre This is 
either because of the disproportionately large number of Governlent employees 
in some States. or their low revenue receipts. rei'enue espenditure and State 
Domestic Product. or B combination of the above factors. It is also observed that 
the rate of growth of revenue deficit in some States like Hqana ,  Himachal 
Pradesh. Kerala. h j a b  and Tamil Nadu is much faster than the rate for the Centre 
which stood at 22.7% between 1984-85 and 1994-95 (See Annexe 38.8). This 
seems to be infer alia on account of a large component of revenue receipts being 
used for payments of wages and salaries of State Government employees 

KLWetlNC 

Expendifurr arid 

LESSONS FROM THE EXPERIENCE OF THE STATES 

C'crrairi broad 38.22 Looking at the scenario across the iwious States, certain broad 
conclusims may be drawn . ~ot~r lus i c i t t s  

While the pay structure and conditions of sentce in respect of 
State Government empla~ees are mostly on the Central 
Government pattern, some peculiar features have been mtroduccd 
by each State with reference to its requirements The 
conventional wisdom that State Government employees are 
not paid as much as their counterparts in the Central 
Government is no longer valid for some of the States. Man! 
States have either formally snitched over to the Central pattern 
or are now committed to grant of Central pay scales or have 
evolved their own patterns which are not 111 any way lower *an 
those prevdemt at the Centre 

Notwithstanding their strained fiscal situation, some States 
pay a large number of special allowances to their employees 
as compared to the Centre. In regard to other conditions of 
service also like h e d  Leave. Casual Leave and Encashment of 
Leave, the State Governments are more liberal and innovative 
than the Centre. 

Time-bound promotions have been introduced by several 
States to keep intact the nioraie of their employees. 

The State Governments ha1.e been compelled to take many of 
these steps m order to keep peace ith their employees This has 
resulted in a kmd of competitne populism in which cfifferent 
States are forced to emulate each other due to pressures brought 
by staffassociations The budgetary deficits of the States have 
thus mounted, not least because they have not been as 
successful in keeping tab over the numbers as the Central 
Government has 



It is possibl> 100 late in the day now to mouth pious homilics 
asking the States to cut d o m  the salanes and perquisites of thcir 
employces. especially when mflation is rampant and private 
sector salanes are no longer under check. In the long run. it  ma!. 
possibly turn to be an advantage. as a well-paid but smaller sized 
bureaucracy can also be a motivated and honest one But the 
States will definitely need to prune the numbth drastically 
The trend worldwide is to have lean but efictent organisations 
and the States \ \ i l l  do well to follow in the same direction 

I.cssotis /or r l i r  38 23 As far as the Central Government is concerned. we feel that there 
are some lessons to learn from the States. Some of the ideas borrowed froni 
their experience are . 

(-ttitruI 

GcnwwniLviI 

encashment of leave during service 
travel by entitled class in LTC 
transport allowance 

- sumptuary allowance to executive cadres 
commutation of pension in 12 years - 

- iissured career progression 

Rtpple ~ J C L  I 38 24 We also appreciate that our recornmendations for the Central 
Government employees are likelj to have a ripple effect and are not without i t s  

implicattoys for the State Governments. We have kept h s  constraint in rmnd 
while making our recommendations 

. V m  ( j f c c m ( i , i  38 2 j There is i: final note of caution we would like to sound. Bet\veen 
the State services and the All India Senxes, there is an interface, as the former are 
feeder cadres to the latter In  their erithusiasm to better the lot of the State 
services, some State Governments have made them more attractive than the 
All India Services. This is an unhealthy trend which needs to be looked into 
We shall speak of this at greater iength in our chapter on -411 India Sen ices 
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Annuxe 38 

1. Centre 

11. States 

1 Andhra Pr6hSh 

2 Arunachal Pradesh 

3 tssa 

4 ha 

---I--- 

5 Warat 

6 W r u a  

1 Yiaachai Pradesh 

8 Jaanu I .  kashair 

9 Karnatrka 

10 Wadhra Prsdesh 

ii Rrhrrasht r i  

12 Nanio~lr 

13 l l t9hdihr i  

i 4  IlirorU 

i S  t r i s s i  

16 MaSttiL 

4 SO! 

i 1114 

!.A. 608 

1 11s 

1.k 608 

3 601 

3 608 

4 608 

9 608 

I 632 

b 608 

4 608 

5 608 

3 661 

3 608 

I aoa 

P 603 

1.1.86 750 - PI0 950 -1500 815 -1200 350 - 1 5 G G  $15 -1660 350 -1501: 

1.1.92 ;?I5 -2315 1145 -!420 1595 -jOiG 1975 -4010 1745 -3420 1595 -3 

1.1.86 150 - 950 950 - i s 0 0  825 -1100 Pi5 -16% S50 -1500 LA, 

I .  1.89 900 -1435 1285-3015 915 -1935 1065-2095 N.A. n . A .  

1.1.86 ii5 -1025 1150-1500 050 -1500 3 i 5  - i 6 6 G  LA. 1150 - i s 0  

1.1.86 750 - 9JLI 950 -I506 825 -1200 120-2040 I . A .  950 -1530 
I J r .  Asstt.; 

r i t h  a s t a r t  
O f  1s. 855;- 

1.1.86 ;SO - 346 450 -1500 450 -1800 1200-2010 #. l .  N . i .  
i S G ~ .  oav t soi.iav with a s ta r t  
O f  R s . ~ / -  of  Rs.401’- O f  Rs. t000i- 

1.1.86 1 5 0  -135G 950 -1800 950 -1800 1200-2130 N.A. to20 -?ti 
with a start u i t h  a s ta r t  u i t h  a start u i t h  a start 
o f  Rs.110;- o f  Rs, 10001- of Rs. 105Ql- o f  Rs. i260/- 

1,4,81 1 5 0  - 940 950 -1500 825 -1?OO 1340-1940 N.A.  A.  r, 
(Jr. Asstt.) 950 -ti00 

1300-1t70 
(stl.  grade) 

1.1.43 140 -1340 1043-1900 1040-1900. l i 3 0 - 2 i 0 0  1040-;90G N . A .  

1.1.86 750 - 945 350 -1530 950 -1530 l i 5 0  - 8 G G  H.A. n.A. 

1.1.86 156 - 910 950 - i500 825 -1200 915 -1660 915 -1660 9% -1501 

1.1.86 i 5 G  - I46 950 -15Q 825 -1200 975 -i660 H.A,  950 -150: 

1.1.86 SOq-iijG Nl 825 - i26G li.i. 6.1. E.4. 

1.5.89 150 - 940 356 -)NO 950 -1500 N.A.  3;; -1660 950 - ; 5 0  

i.E.88 756 - 940 15G -1680 8 2 5  -1350 05; -168; 8.1. 950 -168 
i i t h  1 start 
o f  Rs.8551’- 
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irirtura I 608 1.1:86 7 1 5  - i130 N.A. a511 -2130 I . A .  m. 1.1. 

U t t i r  Pr ades h I 608 1.1.86 150 - 910 950 -1591 150 -1400 915 -1660 1200-2040 950 -1500 

: 377: 



I ,  h a  

5. Gujsrit 

6. Harvarta 

1. Hirachrl  Pradcsh 

8. Jm i kaokrir 

9. Kmattkr 
10. ladhrr Prdrrsh 
11. Naharrsktra 
12. Wanbur 

13. Heyhalava 
14. Wizoru 
15. Orissa 
i6. Aajasthan 

17. Sikkir 
18. T u i l u i d u  

20. Uttar Pridesh 
21. krt dcnprl 

19. r m r a  

32 I A S  8140-1O;tJ 

3 8000 Nk 

3 HA 4200-5300 

45 i300-1600 Nh 

23 8300 

28 IAS 

20 IAS 
19 8000 
30 #A 
24 8000 

24 8000 
3 1  8000 
2i 8000 
2 5  8000 

2 1  IAS 
25 U S  

!.A. 7300-1600 
31 I A S  
24 8000 

#A 

IAS 

14 
Iu 

130O-ICOO 
IIA 

5900-6 100 
Ih 
HA 
ti4 

HA 
5500-6500 

IAS 
llh 

# .A .  

4100-6400 5825-6800 IPS 1040-1900 840 -1340 
5900-6100 5000-6100 /600-8000 950 -1530 150 -945 
5100-6300 5100-6300 Cadre Pht 825-1200 150 -ttO 
~ ~ O O - S O O I I  4100-5300 7 m - 8 0 0 ~  a25 -1200 150 -940 

1200-5800 4200-1880 NA 1050-1135 820 -1175 
1500-5166 1500-5100 7300-1600 825 -1200 800 -1150 
4800-6300 5100-6500 N,A,  950 -1500 150 -940 
3900-5000 5100-6306 1300-8000 825 -1350 150 -940 

star t  at 855 

4000-5106 4500-5iOG IPS gl0  -1290 8OG -1060 
5100-5700 5100-5100 IPS 825 -1200 150 -945 
4000-5900 5900-6100 i100-7600 850*-;11F, 775-1130 
5900-61013 1300-7600 # A  950 -'I&, 150 -910 
5f00-6100 5Yir3-VG 73lC-7660 920 -1617 600 -1265 

Commissioner s t a r t  a t  
962 

U - A .  

l : X , ;  

; .A .  

l : j . 4  
t n  

k * i ,  

1 : 1 C . 7  

i:10.1 

1.1. 

!.A. 
1: 10.1 

H.A.  
1: 10.; 

i :? .8  
1:lG.O 
1:lO.i 
1:lG.i 

N , h .  
H . A .  

1:3.1 
H . A .  
i. 1C.G 

"-~---~-.-.- . . .-- . .  .... ................................................................................................................................... 
: Director o f  Public Instruction 
I Eirtclor of Higher Educaiitr 
1 ;am Secretarv 
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2 16 6 - 

S 

1 Praderh 2i 5 

chrl Prsdcsh 11t2 days 3 
as iiesirad 
bv DC for 
t he i r  d i s- 
iricts. 

it 

2 9  i 

12 30 (----ill-*--- ilov loon once i n  a block 
of 2 rears and Annrhen i n  
india once i n  II block o f  
d fears 

15 30 15 b a n  E.L. a t  a Hone TOUR once i n  1st block 
o f  2 vrs,and anwhir6 in  
India once i n  2nd block of 
2 bears 

g a ~  of  12 ronths 

{ --.. ------ C C6ntral Pattern--------- i For IUD davs f o r  Offices 
of Lrunichal Pradash 
locdted at Heu Delhi, 
Assar, Heghalara 4 Yest 
&nQal. 

15 30 ii 1 iiow iolrn once i n  a block For the rturDose o f  LTC 
o f  2 rears and Anvuhere i n  
M i a  once in a block of 
s fears 

Covt. Eroiovees rnll t h e i r  - f u i l i e s  are Ent i t?ed bv 
class o f  journey t o  lrhich 
Covt. E B D ~ O V E ~  i s  e r t i t l e d  
to travel while OR tour. 

(---------- On Central Pattern--------- i 

30 15 days i n  a tied Hcne Toun once i n  a block 
o f  2 calendar r r i  of  2 vrs and anvuhers i n  

India once i n  a block of 
1 rrs sutije!t t o  @ax. o f  
5 5 0 0  kns to and fro 

4 "  

Ii 

18 2 3  2 1.A. 30 

la1 Pradesh i0 i CERtrdi Pattern 

1 Ldshrir iil 2 ieaira: Pattern 

W.A. <--Gn Central Pattern-- i  

Hi 1 (--On Central Pattern--) 

iii 1 i.1.i. lntroduced 
v.e.f. l:.3.1912 

: 379 : 
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3 Karnatrl ia i 9  

10 Haahva Pradesh 20 

11 naharashtra 24 

12 naoiour 

13 l l e g h a l a ~ a  

11 Wizorai 

15 Orissa 

t i  Rajasthan 

\I  Sikkii 

;a Tar i l radu 

2 1  

l a  

15 30 30 davs i.L. 
ir a block o f  
two r e u s .  

N.A. N.A. 30 dars i n  a 
rear on a i a i l u n t  
o f  ku t  i ess  than 
30 davs i , i .  

lome Toun ofice i n  ! 
tears. Afirchere in 
I n d i a  onl)  Once i n  
entire service Period. 

Onlv Hore loun i s  
d l  lobed, 

(---------------- On Central Pattern----------------- i 

13 30 Ni 1 Home Toun once I n  a block ioi the  ouroose o f  LTC 
o f  2 years and Anwhere ill 
I n d i a  once ir a block o f  
1 vedrs 

G o b t ,  Erolovees and t h e i r  
f a p i l i e s  are e n t i t l e d  bv 
c l c s s  o f  journev t o  which 
Govt. Emolovee i s  e n t i t l e d  
t o  t r i v e l  u h i l e  on tour.  

26 #,A,  (---------------- On Central  Pattern---------------- ) 

21 2 10 d r v s  30 davs I 30 davs E.L. i n  a Onlv once i n  e n t i r e  
+ 5 dav 31 davs i n  block oer iod  o f  
So1.C.L e v e n  a l t e r  21 wnths uhhn he 

-nate bear has to h i s  c r e d i t  
minimum 120 davs 

serv ice  period. 

25 2 15 30 30 dars E . L .  i----bt A l l O & - - - i  
i n  a b lock  o f  
tuo veafs. 

41 W.A. 18 l l l t  of the  30 dd'vs i n  ablock (----Hot Allwed----; 
r ter iod w e n t  of t h r e e  rears  
on du tv  

20 2 12 3G 15 d a i s  a t  Oae uav once 
i ~ c e r v d i  o f  i n  tw vrs. 
i2 ron ths  I and both UIYS 
30 d a i s  ohce ifi 4 vrs 
interra; o f  
2 i  nofithj. 

O f f i c e r s  o f  State service 
dral i r t r l  a oak o f  Rs.5000;. 
D . C .  and A.I.S. O f f i c e r s  
drawing a oar o f  Rs.5903'- 
fire allohd t o  t r a v e l  by 
Air inder  L . T . C .  
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EO 

%.A.  12 iG 

i ii %.i. 

Home Torn once i n  a block 
o f  i r r s  ard abvrhere irt 
i n d i d  ow i n  service oericd 

O ~ ! I  firlie irt er t i i re  
service.  i i r i t e d  to 
3606 i m s .  i!iJit!t 
a f t e r  corttinuance 
service for  15 r is .  



i GO& 

5 Gu:iarat 

6 Hzrvana 

i Hiaacha; Fradesh 

8 Jasau 6 l i a s h r i r  

3 K a r r t a t a k d  

i G  Hadhra Fradesh 

i 1 Waharashtra 

1 2  Mariiour 

10 nonths 33 r f s .  it vrs. of  50 x 450 2 i 5 0  
Basic  Pav iG r r S .  i if 

ienwrarv 
uans 1 onat  1 e 
serriii 

Cent ra i  P a t t a r n  IS beinq followad - - - - * - - - - - - - - - - - - - - - I  

H.A. 33 trs. 10 rrs. N.h. $75 i O G O  

;--- .------------ Cent ra l  P a t t e r n  I S  teino f o l l o w e d  ------------.--------) 

10 months 33 vrs, !O v r s .  F i s h .  s5 3 7 5 G  
Basic Pay 

Basic  Pav a t  33 vrs. i t  frs. 50 f 330 3 5 G  * G i u S  SIl\.Rar fo r  
t h e  t ime  of S i t X W a D h e f  s ,  
r e t i r e m e n t  t r ~ i s t ~ .  d r i v e r s  

i l i f t  a t tendan ts  
N.1. 33 f fs .  tG v f s .  N . A .  375 ti0 Lei i i r tG 

10 months 33 vrs. 1G t r s .  W . k .  3 7 5  4bGb 
Basic  t NPA 

10 nonths :? t r s ,  :G r r s .  N . L .  275 3 G O  
Bas ic .  s R i . 6  
Personal Pa l  



IS Grissa 

i 6  gasasthan 

ii S i k k m  

12 lami 1 oadc 

i 9  lrioura 

20 U t t e r  f r a d e s h  

2 1  West Eenilai 

l a s t  Bas ic  33 yrs. 10 mi. P r o a o r t i a n a t e  100 KO c e i l i n q  
Fa Y t o  ianpth  o f  

olral i f  Ytnil 
aer w 1ce 



Coaautation of oension and Death-cun-retirement Gratuitt 
adaissible to Central and State Government imo1oi;ees 

Annexe 38.5 

I .  centre One T h i r d  of 
--- .-- t h e  Pansion 

11. States ------ 
1 Andhra Pradesh On6 i h i rd  o f  

t h e  Fensian 

1 5  vrs. or 
73 fears 
of aue 

1 5  vr5. 

3 ASS6R Gni! Third o f  14 vrs. 5 rrs ouai 
the Fension fv inq s e r i  

1;; o f  e w l u -  
nsnts liast 6asic 
F a r )  for each 
iljrcleted 6 
nonth;f oeriod 

i5 9s. G.6G i akhs  

or 3/16 o f  enoiu- i i . 3 7 5  
nents (last Basic 
F a r 1  for each 
ionoleted 6 
monthif oeriod 

- l i d  o f  hnolu- 16.5 
ie nants (last Basic 

2aVl for each 
conoleted 6 
noiithir. U6rlGd 

?a .  i.OG Lakhs 

8s. 0.72 iakhs 

S Gusrrat One Third o f  15 r rb .  Death 
the Pension ----- 

less than i r f  2 tires of oac 
i - 5 vrs. 6 tines of  oar 
5 - 20 rrs. ii ttnes of  oar 

20 or hiore ;:2 of the Basic Fav for each iiinoleted s i r  nonthlv 
oeriod of ouaiifiincl s e r v i c e  sirtieit to naxinun o f  
2 3  t ines G a r  or Rs. 1.00 iakh rhiiheref i s  less. 



Commutation o f  oension and Death-cun-ratirerent Gra tu i tv  
admissiole t o  Central and State Government Enolitvees 

Annexe 38 .5  

16 Wadhva Pradesh i------ Csntra: Pattern-----; 5 vrs a i r a l l -  I / ;  of enolir- i 6 . 5  
f r inq  s e i r i i e  nents [Basic  i 

201 D A I  for each 
completed s i x  
aronthlv oer iod  

11 Ilaharasktra Gns Third of 15 rrs. Ret i ieaen i  111 o f  l a s t  
Basic Pav for  

5 rears ut ta i i -  each conoletad 
f r i n t l  s e r v i c e  6 conthlv Period 

---_------- t h a  Pension 

o f  oualifvine 
serv1r.e 

1 6 . 5  R s ,  1.00 Lakh 

Oeato 

less t h iP  ' ~r 2 t i w s  of oak 
: - 5 r r s .  6 t i w s  of  oar 
5 - 2C r rs .  i 2  t l r s s  of oav 

112 of t h e  Basic  Par f o r  each coaoleted s i r .  nanthlv 
oeriod of oual,frinp jerv icc  stitiiact t o  m a x t w R  o f  
3 tines oav or 8s. i . 0 0  iakh  WhiChever i s  less. 

----- 

25 or more 



Commutation of oension and Death-cum-retirement Gratuitv 
adnissibls t o  Central and State Government Enoioieas 

Annexe 38.5 

i5 Grisaa Gni! Third o f  
the Fension 

i 6  W a s t h a n  One Third of  
the Pension 

17 Sikkia One Third ~f 
the Fension 

16 Taailnadu 2ne Third of 
the Pension 

1 9  iritrura One Third d f  
the Pensioh 

Death ----- 
less than i r  2 ti%;,: c f  oaf 

I - 5 vrs. 6 i.iRSS o f  o a r  
5 - 20 vrs. i 2  tines o f  oar  

i12 of the emoluments for ever\ S I R  monthiv 
oeriod subject to ualiaun of 35 times enolunents 
orovidtd that amount of Death qratuitr i n  no case 
~ A C C ~ ~ S  i i s .  !,GO laih. 

20 or more 

fears of u e  
whichever i s  
iater 

15  YrS .  

15  t r b .  

i S  vrs. 

5 us. oua l i -  i l l  G: m l u -  16.5 Rs. 5.65 iskhs 
fvinq service ments f o r  each 

month:* Geriod 
comoittsd S i k  

5 r rs .  uuali- 114 o f  emoiu- 16.5 Rs. i .00  Lakh 
fvinq service ments [aasict 

20% DL;  for each 
conoieted 6 
mGnth;r GeriOd 



Comnutat ion -of oens ion and Death-cul-ret irenent 6 r r t u i  t v  
adaissible t o  Central and State 6overnlent Enolovees 

Annewe 38.5 

20 Uttar  Predesh One Third o f  1 vrs. Retirement t i 4  o f  arolu- 16.5 Rs. 1.GO lakh 
nents for each 

5 vrs ouali-  conrileted s i x  
fvinp service nonthlv DeflOd 

the Pension ---------- 

Geath 

less than 1 vf 2 t ines of D ~ ' J  
1 - 5 us. 6 times of oar 
5 - 20 vrs. 12 times o f  oav 

20 or #ore 112 o f  the enolulonts for e v e n  s i x  aonthlr 
oeriod subject t o  maximum of 3; times emoluments 
orovided that  aaount of Death qratuit 'J i n  no case 
excceds Rs, 1.GO lakh. 

---a 

21 West Benqrl One'Third of 15 vfs. Retirerent 114 of eaolu- 16.5 
a n t s  for each 
coaoleted s i x  
nonthlv oeriod 

---------- the Pension 
Rs. 0.85 lakh 

Death 

less than 1 vr 2 t ines of  oav 
1 - 5 vrs. 6 times o f  o a v  
5 - 20 vrs. 12 times af oak 

20 or nore 112 of the emoluments for evorv s i x  mnth lv  
oeriod subject ' to  wximua of 33 times elolunents 
oroviilad that amount of Death qratu i tv  i n  no cass 
ejlcceds Rs. 9.85 lrkh. 

----- 



1. Andhra Pradesh t i )  Af te r  8 fears serv ice  - Soecial wade 

2. Assan 

3 .  Goa 

t. Gujarat 

5. Kerala 

l i i l  Af te r  16 years service - Pronotion 
~ o s  t scale 

- An add!. 
i nc r e me 11 t i n 
oronot ictna 1 
:ost scale 

Promotion is made subject  t o  t h s  a v a i l a b i l i t y  o f  P o s t s  

l i n e  bound oronations t o  qrouo ' C '  and 'D' enplavees 
inc lud inq  those qrolro 'C' enolotees who are eiicible 
t o  be oroaotsil t o  qrouo ' 8 '  oosts. Should have 1 2  
'rears of  service i n  the  e x i s t i n q  oost. Mot m l i c a t l e  
t o  the teachina s t a f f .  

3 Tine bound oronotions t o  the posts car rv inq  oak 
naximua o f  which does no t  exceed Rs 3500 a f t e r  3 .  
18 and 21 veers o f  service.  For teachers the Period 
i s  3 ,  20 and 31 rears. 

(i) 3 Time bound oronotions t o  the Posts w i t h  w s c a l e  
o f  RS 775-1065 t o  825-tE50. 

lii) 2 T i l e  bound orornotions t o  the Posts rith Davscele 
o f  Rs. 350-1500 t o  2375-35GO. 

liii) Di rec t  r e c r u i t s  i n  the oavscele of Rs. 2500-4000 are 
qiven hiqher scale on cono le t ion  o f  12 vears o f  service. 

I i v  1 Teachers 

;a1 Secondfirr Schools 

1. T . G . T .  - i s t  oronot ion a f t b r  12 vrs. Rs.1640-2100 
(1400-26001 2nd o ro ro t i on  a f t e r  12 vrs. Rs. 20GO-3505 

i i i n i t e i l  t o  

------------------ 

and a t ta innen t  o f  oost- 
araduate o u a i i f i c h t i o n  20% G O S t S ;  

2.Headmaster - i s t  oronot ion a f t e r  12 vrs. 

illra i i f i c a t i o n  

Rs.2200-4GQ0 
12000-3506; and a t ta innen t  of oost-qraduate 

Ib) P r i m a r b  ------- 
i. Teachers - i s t  v o n o t i o n  a f t e r  12 vrs. Rs. 1453-2600 

2nd orornotton after 12 vrs.  As. i64G-i9OG 
and at ta innento f  t r a i n e d  (limited to 
qradubte o u a l i f i c a t i o n  PGX-oosts; 

i 1200-2W 1 
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6.  Haharashtra 2 ororot ions to q r w  ' C '  and '3' enolovees. 

7 .  Hirirran T i n e  bound oronotions t o  qroco '0' amolo~aes cho have 
ioaoiated 20 Years of service. 

8 .  Rajasthan 

9. Sikkis 

3 se lec t ion  wades  to class :V ninisteria 
subordinate eaolovees on ConGietlofl  of 4. 
ii vears of service.  

and 
6 and 

Advancement Q r a h  UYLU  he levti of  J o i n t  S e c r t t a r l  rho 
have  conoleted 10 rears of s e f v i t e .  

10. ilttar Pradecn kx i i icahie  ti) the enoloiees i i r a i i n q  D a y  uoto Rs.3506 

[ i )  After  a years of sat isfactorv service - One adCit ionsl  
i nir enen t i n  
the form of 
selection wade 

( i i l  After 14 ~e8fs including 6 years i n  selection - Wert hiuher 
w a d e  prade 

iiii) After 20 years o f  service 

( i r \  kftar 26 wars of service 

11. West Eenqal 2 Tina bound o r o w t i o n s  - each a f t i r  i G  rears of 
i o n t i n u o r l s  and s a t i s f a c t o r v  service. 

- One additional 
increaent 

- Wert hiuher 
wade  

38 9 



i kndhra Pradesh 
2 k runacha i  Pradesh 
3 Assea 
4 B iha r  
5 Goa 

5 Glr.;arat 
i Harvana 
8 Hiat ichai  Pradesh 
3 Jannu & k a s h n i r  
i0 Karnataka 

i l  K a r s l a  ‘ 

12 Hadhva Pradesh 
13 Haharashtra 
14 WaniDUf 
15 Heclhalava 

i 6  Wizorar 
i 7  Hacraiand 
18 O r i s s a  
19 Funjab 
20 Ra jas than  

21 Sikbii 
22 i a t i i  lnadu. 
23 T r i o u r a  
2 4  i i t t a r  Frsdesh 
25 West Benqal 

26 Centre 

383,632 1,03i.51 4,476.89 4 . 1 1 5 . 1 2  2 2 . 5 4 4  j 23.i7 
40, 960 

366.283 
; . A .  

36.910 

239.762 
276.541 
i 5 7 . 7 6 7  
238,103 
537.392 

84.33 
6 3 7 . 1 6  

i ,855.67 
76.21 

5 i  1 .09 
665. iE 
319.13 
501,36 

1,233.91 

289.16 256.66 
1 . 5 M . 8 2  1 .668.78  
3,640.46 3.830.36 
217.17 228.33 

3,53i.20 3.703.64 
i ,607.24 1,701 .73 

960.00 1,096.36 
12 1 . 2 3  1 8 2 . 5 0  

1,336 .4a 1,182.91 

382 
8 . 6 1 i  
20.638 

i ,059 

2 4 . 1 2 6  
li,i88 
2.75‘1 

N.A .  
26,126 

231,762 S 6 G 4 7 i  2,047.64 2.298,09 1!.649 
ii’6.109 1,626.1; 3.876.78 3.779.30 1 9 . 8 0 2  
671.214 i.394.57 7.528.66 7,902.55 51.281 
64,307 155.22 334.19 303.87 683 
34.752 94.66 309.19 258.77 632 

1 8 . 6 5 8  73.92 344.38 239.63 N , A .  
Ej.475 157.58 335.41 380.51 N.A. 

982,930 637.77 1.740.72 1.846.11 10.386 
332,535 993.00 1.799.97 2.032.79  16.290 

23. i6 
6 1 . 5 5  
50.3: 
3.69 

i 4 . 4 5  
41.30 
43.42 
52.29 
36.38 

33.25 
42.06 

46.45 
30.62 

2i -46 
66.98 
36 * 54 
55.50 

i a . 5 2  

405.206 324,Gl 2,667.60 2.697.63 13.776 f 3 . 6 i  

19.195 42.67 134.21 115.27 194 f 3 1 . 7 5  
1,151,266 1,462.33 4 , 2 5 1 . 5 7  1,730.79 24.790 2 d . i G  

112,348 206.33 427.00 419.54 N . A .  is, 22 
859,501 2.044.2: 6 . 6 2 3 . 1 7  7,654.05 15.763 36.34 
468.608 945.61 2.494.07 3.97i.25 2 6 . 1 2 5  t 27.06 

3.774.396 9.043,62 52.296.00 61,210.60 108.662 i i . 2 3  

2 2 .  L3 
52.86 
3 . 2 2  
48 -44 
23.38 

13.80 
39.0i 
44 I 62 
45.76 
25.43 

29.62 
13.08 
17.65 
51.08 
36.58 

30.85 
11.41 
34.55 
49.11 
34 * 25 

3i.Gi 
30.51 
49.18 
26-77 
2J.8i 

14.68 

4.60 
22.08 

6.99 
7 . i 3  

2.09 
5.88 

1 5 . 5 i  
N . A .  
6.13 

5.84 
8.22 
2.72 

22.73 
14.98 

h . 4 .  
H , A .  
6.14 
6-13 
6 - 7 1  

21.99 
5.90 
N.A. 
4.48 
3.62 

2.21 

t e n  
I .JO 

Note:  Pav L Aliotrances o f  tit: Centre i nc ludes  HRA. CCA.  G i A .  C l i c k .  Cht;drert Educat ion a l lowance.  
Reiab$rseient o f  n e l i i i a l  i h a i c e s  and Tu t ion  fees,  LTC. Trhvei i i n a  a i  ;oranCe 
and o t h e r  C o r m n s a t C r ~  d l i o m i e  but  does n o t  i n c l u d e  t h e  e i o e n d i t u r e  
incurred art oar a n d  aiiawances o f  enolorees o f  the  I n d i a n  H i s s l a n s  
abroad and t h a t  o f  I f l i o n  T e r r i t o r i e s  or t h e  e m n d i t u r e  i n c u r r e d  on 
on o r o d u c t i v i t r  1 i q k e i  boncsiad-hoi  bonus, Honarar iun and eniashment o f  
earned leave. 

390 
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39 

Our oppmch 39 1 - Our tarns of reference require us to evolve the principles \\ hich 
should govan the anolumcnts and conditions of service of Central Government 
employets within the wunw. Whde studying the princlpks govemlng the 
emoluments, wc fclt the need for exarmrung the espcnence of other countries A 
~ ~ O n I O t a M t w n a l  . Canpansons was. therefore, framed and fomarded 
to the High CommissiondAmbassndors of Inha in 27 selected countnts Only 
some couatfics rtspondcd a d  d m a t i o n  on several issues was found 10 be 
mcuipkte. WCW to nfa to many journals and reports of Intanational Labour 
Organisation cud Commorr-wcalth Secretariat to tie up the loose ends. We 
followed this up with a visit to wuntr~es like Malaysia, New Zealand, Canada and 
U.K. to Complde our familisrisatmn exercise 

39 2 Thschaptasummarkonly the broad trends in the remuneration 
offered to pubk man& a b d .  The international ucpcncnct in domizing and 
administrative reforms has been discussed elscr\.hcrr in the report 

SIZE OF EMPLOYMENT IN THE PUBLIC SERVICES 

Tlic rupid 39.3 
r-~P‘’Jsio’t riJc’ 
public sector rnril 
tltr I9SO.s 

Our study of the available literature shows that by the IYhOs and 
1970s. a m a p  v i m  in publlc sector was underway world-wide. The \vclf;lre 
role cf the State had by then been recognized and taken fonn. In central and 
Eastern Europe the Public Sector had come to be a basic tenet of the political 
ystem. In most deyeloping economies. only Governments could have found the 
means to c q  out thc much-necdcd large scale projects such as public utilities. 
infrastructure. industrial development. social scnic& and health carc. Thus thc 
period until the I9IIOs saw a rapid cspansion in the sire ofthe work forcc in thc 



The experiments 
Iir domsiziing 

Public Sector The s i a  of Public Sector emplement for the period 1960-90 as pcr 
an IMF stud! IS given below:- 

Size of Public Sector Employment' as a percentage of total emplqment 

1960 1980 1 on8 1989 1990 

Australia 23 0 26.0 24 I 23.0 22.8 
Canada ---- 18 8 19.4 19.4 19.7 
Finland 7 7  17.8 21 7 21.9 22.4 
France ---- 20.8 23 0 22.8 22.6 
N O W ?  .--- 23.2 25 7 26 9 27.7 
UK 14.8 21.1 20 8 19.6 19.2 
United States 14 7 15.4 14.4 14.4 ---. 

Public sector Emplayment here includes all Central, Regional. Provincial 
and Autonomous Public Institutions. 

39 4 It may be observed from the above table that Public Sector 
emptolment aCCrlllfltCd for nearly one fifth of the total employment in most 
countries under study in 1990. 

39 5 Eiy the late 197% however. Pubhc Sector had becane a heavy drain 
on the n a u d  budgets all over the world. The early 80s brought along oil shocks. 
exceptionally high interest rates, falling commodity pnces and a global economic 
donntwn The burden on the e>rrhequers became unsustainable. Mounting foreign 
debt and merest pa>-ments began to cause concern Any restructuring of the debt 
by the IMF and World Bank camed with 11 the obligation of reducing the size of 
go\emment It was the pressure to reduce public expenditure which became 
the primary stimulus for the "downsizing" exercises that have been underway 
in countries like USA, UK and Malaysia 

39 6 Some information regarding the size of Federal Govenunent 
employees and the amount spent on the salaries and wages of Government 
cniplo!*ees was also collected by us (see Annese 39.1). Bearing in mind the 
caution that needs to be exercised tihile making cross-country comparisons (on 
account of differing concepts and definitions). we may. on the basis of thc 
~nfonnation available with us. broadly conclude as foilows:- 

I )  Amongst the countries that have responded, the share of the 
bureaucracy as a percentage of total population IS the highest in 

Malaysia at 4 60?4 follo\\ed by 3 20% irl Hongkong. 2 98%) in 
S\veden 2 50% tn Indonesia and Thailand. The s u e  of the federal 
bureaucracy as a pcrcentagc of total populatmn is amongst the 
lowst in hdia and China. because of the large size of population 
in these countncs 

11)  Similarly, the expenditure on salaries and wages as a percentage of 
revenue expenditure is the highest in countries like Sri lanka at 
60%, followed by Malaysia at 40.6% and Indonesia at 19.0%. 
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India'ranks fiRh amongst the countnes under study in terms of 
expenditure on wages and salaries as a percentage of revenue 
expenditure. 

THE BROAD TRENDS IN PAY STRUCTURE 1N PUBLiC r SERVICES - -  ABROAD 

Jiz hmad trc~ids 39.7 
i r l~c '~ 'srrccc ' r r * re  
it) Ptrhiic Sccnirrs 
dwotiJ Bmic 
.Y ,h I?  

From the dmiat ion received in rcsponsc 10 our questionnaire. we 
observe that the pay of the public servants all over the world consists of basic 
sdq. dlo\vances and bonuses Most countries have not reported tile ratio of the 
basic salw to the \ arious supplements. Howevx. as per a study conducted by the 
ILC. basic sa le .  constitutes 70% to 80% of the nionthi!. income in Germany. 80% 
i? t-Iunga~.and 72.4',';, 111 Korea. Th~s is probably because basic salan is cftcn the 
only factor which is used in determining social security rights. unemplqment 
benefits. old age pcnsion and the level of certain othcr allo\vmccs. It is thereforc. 
important that the basic satary accounts for a larger proportion of the pay. 

39 8 Most couatries have reported that allowances and other fringe 
benefits are awarded to their employees in order to compensate for specific 
circumstances related either to work. such as working in remote areas or 
under dangerous conditions or to their personal or family situation. Others 
grant allowances for specific qualifications Some de\ eloped corintnes have 
reported that allownccs are offered mainly to make the public sert*:ce more 
competitive While in most countries allo\vances constitute a small proportion of 
pay. ID. Turk? it is observed that for high ranking civil senants. supplcnientq 
remuneration makes up the largest part of the emoluments Thc lanyage bonus 
and the hardshp ~!lo\vmce are both quite high and thc latter mat. even turn out to 
k the largest co,nponcnt of the salary for the civd sen ants nho are worhg, in the 
so calied priorin. development areas. 

Real Eaniuigs 3 9 9 A fall in the real esmings of civil servants also appears to be 
fairly universal and as per an ILO documertt. most wunmes like Argentina. 
Colombia, Meslco. Pcru. Sierra Leone, Deanark. Germany. Greece. reported a fall 
in tic rd earmngs of the ci.r.11 savants for the pcnod 1960- 1990 We also ok5en.e 
that he  salary scales in the private sector are slightly higher than the public s t o r  
in most cases ( S e e  Annese 39 2) Where public senice remuneration has 
&tenorated wth respect to pnvate sector remuneration. the motivation of workers 
has tended to suffer. there IS a hgher rate of moonlighting and a greater dlfficulh 
m recruitlng qualified ne\s \\orkers The bottom line has generall: been an erosion 
 IT^ the quality of public  sen.^^^ That is nhy in some countries like Singapore an 
attempt has been made to reverse this trend by formally bench marking the 
salaries of the ministers and the civil servants to the salaries in the private 
sector 

Salnrie.~ in flir 
puhbc servicrs 
\%?-(l-\'iZ l l IZ  

pr,l,a,c, 

( 'us/ o f L i v i ~ l ~  39.10 
.WrJnnrrra 
11 * O I A  t 

In thc past. the pay scales in several countries such ils Denmark. 
France. Greecc. Itat!* and United Kingdom were indexed to inflation. It seems 
however. that man!. countries have abandoned this ?stem in recent years The 
autoniatic indexation o f w a p  of police staff iu U.K is soon 10 be terminated. in 
Denniark thc automatic cost of living indexation scheme was abolished in 1982 
France discontinucd its quarterly adjustment of public scnicc salaries in 1980s 
G e m l q .  and Ital!. hwc also discontinucd this practicc In gencral. countries which 
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hate abolrshcd automatic adjustment have done so on the assumption [hat 
indcvatioii tcnds to luel inflation and IS therefore iiicoiisistent with cost 
mtammciit and price stability policies. Honevcr. soinc countries Iikc German!. 
Pottugal. Pahistan. Switzerland do provide partially for inflation The same trend 
is also obscn cci from the information collectcd b!. us (See ..\nneuc 39 2) Cost of 
Lnin? Adiusuiicnt or COLA has been done m a y  u i t h  in most ~oiintnes and docs 
not e\rist !II  countries like Canada. Swdcn. Indonesia. Japan. Malaysia and 
Thailand In ccrlaiii other cauntnes like Sri lanka. China and Honykong onl? 
partial'compcnsation for increase UI cost of living is given. In most countries. 
pay revision take place through a mechanism of collective bargaining. An 
important element in such negotiations is the neutralisation of the cost of 
living increase that may have taken place since the previous revision of 
salaries. Therefore, although there is formally no Cost of Living Adjustment 
(COLA), in actual practice &ions of salaries do take into account the need 
to neutralize inflationary pressures 

L)t.vpari& Ratios 30 1 I The dlspimt ratlo between the minimum and the maximum varies 
behieen 1 2 66 in Sn lanka 3 140 as reported b!* Hongkong (See Annese 39 2) 
Ho\\re\ler. the mmimum and nmmum levels reported by these countnes may not 
be comparable with our coly tions. 

Pr+nuncr 39 12 B d  on air study of the existing trends, another development we 
anticipate in the structure of emoluments is the movement towards increased 
variable component of pay because of the: introduction of pedomance related pay 
schemes in most countnes. We obsepie a departure away from rigid public 
service pay in favour of flexible pay schemes Flesible piiy schemes allow the 
public sen ICC to offm more competitive sdanes as well as to feward pedonnmce 
In U K for grades below the Permmmt Secretary. the system is now entuel? 

perfonnancc based and there are no autoniatic annual increases of any kmd. Earlier 
there used to cmst a centralizd pa! and gading system where grade wise pa! 
scales w r c  negotiated centrall! and \\ere uniform across departments Now there 
exists a q stem of delegated pay and giadiiig Under this system the individual 
Permanent Secretary controls the pay progression of his staff taking into account 
ptrfomiance. le\el of responsibility and maketabilir? of skilIs There is a uniform 
pay range for all Pcnnanenl Secretanes inciuding the Head of Home Civil Senice. 
honever The level and extent of the rinse of pa! of the Permanent Sect&- is 
detemiiiicd on the basis ofthe advice of thc Senior Salarics Revie\\ Bod\. made up 
of thrw outside members The heads of Home Ci\ 11 Service and Treasup. though 
nicnibers of thc remuneration committee. do not pla?. a par! in determining their 
onn pa\ Australia and Canada ha\e also introduced performancc related pa\ 
scheiiics \lala> sia has introduced a performance related remuneration scheme in 

1992. callcd the New Remuneration System (NRS). which provides for salan 
progrcssion based on mdidual petfomance differentials Four different hpes of 
salap progressions have been ifitrodwed under this scheme - diagonal. vertical. 
hor17ontal and static With the introduction of NRS the salaq progression of a 
cnil scnaiit is no longer automatic as in the past Those who produce 
unsatisfactoc nark remain static and do not recei\ e an! increment. those \\ ho are 
satisfacton gct a honzontal increment. those nho are good get a vertical salan 
progression and those who are evcellent get a diagonal progession. New Zealand 
also introduced performancc based pa! on a widespread basis in 1988 Net\ 
Zealand used to have a system in ~ h i c h  life time Civil Senants \\orked as 
admmistrators exautmg g o \ m c n t  policies The hat e no\\ moved to a structure 
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wherein everybody in civil senice is employed on fixed-term contracts \4ith 
pedormance reiated pay to deliver outputs that Ministers have contracted for. 

39.13 It is also observed from Annexe 39.2 that the Federal employees' 
incomes are not exempt from Income Tax in most countries. But then income 
tax rates in these countries are much lower than in India Countries like Sri 
lanka have declared complete esemption of government senants salaries from 
Income Tax since 1977 Hongkong has exempted certain allouances only like 
House Rent Allavane. Travel Ah\- and Childrcn Education Allo\vance from 
Income Tax 

39.14 The international experience shows that retirement age varies 
between 60 and 65 years in most countries. Women have the option of retiring 
at 55 vsars. 80% to 90"4 of the last pa!' dratvn is paid as pension in Sri I d a .  
However no gatuih is paid in Sri lanka and the only temiinal benefit availabie i s  
pensions. It is also o b m e d  that in most cases like Canada. Hongkong. Indonesia. 
Japan and Sweden pensioners are protected against inflation. The hea\T 
expenditure on pensions has made most countries think of a pension fund as an 
alternative. In Japan this sckme is already in existence. Further details are 
contained in our section cn Pe&ionmy Benefits 

39.15 As ,will be apparent in the later Chapters. we have tried to draw 
some lessons from the international experience. A major element in our strategy 
to improve the productivity of Government employees in India is the 
Performance Related Increment, the seed of which was derived from the 
Malaysian experience. The same is true of the use of the time ciock even at the 
level of Prime Minister and Cabinet Secret-. Our suggestion about increase in 
age of retirement to 60 is based on international esperience. We also drew 
mspiration h the trend towards right sizing of the bureaucracy in almost all 
the countries. Our recommendations on Pension fund take into account the 
lessons learnt elsewhere. 

39 16 There s a need, m our opinion. to have a mntmuous update 0x1 our 
i n f d o n  about what 1s happenrng to the bureaucracies of other countnes It is 
imperative that we join hands with organisations like the ILO and the 
Common-wealth Secretariat to generate information about the major trends 
For thls purpose. the Dcpartmmt of Personnel may bnng out an annual publication 
on Public Services in India. summarizmg the broad trends. and encourage other 
countries to do the same Exchange of information through our diplomatic 
missions abroad should also be done on a regular basis 



Annexe 39.1 

2. Canada 
3. France 
4 .  Sweden 

2.26 1.5 0.77 <--- not reported----> 

2.60 N.A. 2-98 (--- not reported----> 
<--------------- not reported----------------- 

* * 
5. China 90.00 N.A. 0 . 7 5  <--- not reported----> 
6. Hongkong 1.97 6.6 3.20 <---not reweed----> 

7. Indonesia 45. OO L- 2.50 19.0 3.0 
1990-91) (1990-91) 

8 - Japan 8.39 N.A. N.A. <---not reported----> 

* 
9. Malaysia 8.80 12.9 4.60 40.6 11.8 

(1995) (1995) 
<--- calculated---> 

* * 
10. Sri Lanka 4.30 N.A. 2.47 60.0 not reported 

(total 
revenue 1 

* * ** 
11. Thailand 1 5 - 0  N.A. 2-50 18.9 4.8 

*** 
12. United Kingdom 5.33 N.A. N .A .  N.A. N.A. 

13. India 38.9 1.2 0 . 4 6  13.6 2.1 

* Total of Central and Provincial Government Employees. 
** Of total Govt, Expenditure 
*** white Paper on “The Civil Service: Continuity and Change” in U 



1, Aus t ra l i a  Large The Austa- 1 : 7.66 lio f o raa i  No d i r e c t  ;ink Not 

S e n i c e  but an Pub i lc  Service c a t  fi;z 
ooerates 1 n f or na i increases and cos t  i i l cme  
H i t h i n  the r e l a t i v i t v  o f  i i v i n e .  ia t . .  
Federal i s  Main- 
lndus tr i a  1 
Relat ions 
Svsten and 
neqot iat ion6 
are he id  
between 
Govt. 4 'irade 
Unions. 

Nos. l i 8 n  Pub l ic  i i  1 . 3 1  ;inksqe betwean l u s t r a l  Ian erei~ted 

t a  i ned 

2 ,  Canada :art16 Co l l ec t i ve  
Nos. baraa i n  ine 

between 
enolover & 
euo lo  fee 
T i  1 1 suaier 

co 1 1 e i  t 1 ve 
barqa i n i nii 
banned. 
Instead. 
i n c r a j e  i n  
t a 4 e s  
r es t  r 1 c tad 
t o  3X o w  
7 2  months. 

o f  1337 

1 : 3.15 No formal Erceot oost o f f i c e  Not 
f 31.10.91 I 1 inkaoe eM1ovees. none ewamoted 

but r e l a t i -  of the  eaolovees from 
v i t v  sa la r i es  orotected Income 
rith Pr i va te  b;r cost  o f  l i v i n i l  Ta r .  
Sector i s  a l l o m c e .  
maintained . 
Howe~er 
oubl i c  
sa la r i es  are 
de l ibera te l !  
keot S I  l o h t l  v 
locer tnah 
the P r i va te  
Sector. 
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Annexe 33.2 

1. Sweden No f i x e d  
D ~ Y  sca- 
les. Ebch 
eaDl 3v in4  
aqen:v 
based on 
i t s  
reoui  re-  
nent cbn 
h i r a  
OeODie. 

5 .  China i 2  qrades 
r i i h  
51 i ar i as 
ranqinir 
from 
i is S i 8 . 3  
t o  SiJb.6 

Rav i sed 
throuqh 
neqot i a t- 
ions 
between 
Associations 
o f  emolovers 
and emoloveef. 
‘rarious 
fac to rs  
i i k e  
i n f  1 a t  ion.  
Economic 
condi t ions 
e i c .  
considered. 

not. reoorted 

1 : 4 Yes, Govt. i o u i ~ a l e n t  of DA 
servants doesn ’ t ex i s t .  
s r l a r i e s  Cask o f  l i v i n q  
rd ius ted  index i n d i r e c t l v  
tr, market cons t i t g te  MI 
:eve Is. i aoor tan t f ac t o r  

for n e w t  i a t  inq 
h i  Q her i ncr enan t 
i n  danes. 

i :a r!at I n f l a t i o n  
i 19931 rzoarted ad.justment 

i s  a i i h o i  
arid i s  oaid i n  
the f o r t  o f  
i l i  61 iorance. 

Mot 
exemtad 
from 
Income 
Tar. 

Not 
ekeno ted 
from 
income 
Tax 
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Annexe 33.2 

6. Honakonr 455 
wades 
i 250  
ranks 
or job 
ieveis 
oav sca- 
les f o r  
d i  f f ereG 
4rOUDS. 
(un i f i ed  
t i v i l  
Service 
c o m n  
aooo i n t  - 
rent 
orocedure 
d i s c i o l  i- 
nr rv  code 
rnd 
cond i t i on8 
of 
service) 

Revised 
on the 
basis O f  
the 
f indinos 
o f  the 
annual 
survev 
conducted 
on the 
e ro l  ulents 
r d r i s s i b l e  
i n  the 
Pr ivrte. 
Sector. 
Othar 

l i k e  
cconeric 
conditions 
BUd!l&rrV 
constrr ints. 
cost o f  
l i v i n e  etc. 
:ons i dered . 

f tCtOf8 

7. Indonesia 1 qrouos Not 
of oav automatic. 
scales Revision 
varvinq done 
with the throuqh 
lenqth of oresi- 
service. d e n t h l  

decree 
and 6avt. 
reeula- 
t ions. 

1:10 Linkaqe i s  Increase i n  the Not eeeaot 
119951 recoqnised cost o f  f ron 

fornallv and l i v i n q  i s  salarv 
ouat i f icat ion an i roor tant  tax.  
benchrarkina 
exists. 

considefat ion 
but not f u l l  
cowensat ion 
i s  qiven. 

1:6.9 No linkaqe 
I19951 but Dav- 

sca 1 es 
in the 
Private 
Sector are 
hiqher a t  
the hiqher 
levels 
and lower 
a t  the 
li(ssenwr 
levei 

No rl lowrnce 6overnaent 
to  coroenfata eao 1 ovees 
erosion i n  real oav incone 
income or oaf. tar 

notiona 11 v ,  
Govt. oavs 
income t a k .  
i n  lieu. 
which i s  
15% o f  
salarv 
i rresoect i ve 
of ranqe; 
amount 
of inioae. 



Annews 39.2 

a. Jaoan 

9. Ha;avsie 

10. Sri tanka 

larw 
Nos. i no 
f ixed oar' 
scales) 

11 
Of f icer  
level 
scales 

9 salar, 
scales. 
uniform 
across 
a l  1 
the 3 
ser ViCBS 

For o f f i c e r s  Can't be NPA CCLA doesn't ex is t .  
NPA lakes calcujated attenots salaries o f  
recowon- i n  Jaoanese t o  brinq National Public 
dations Govt. 
and for 
-i ndust r i a1 
staff i n  
Govt. ent- 
erorises 
through 
collective 
barpa hi nq. 

BY o ~ e c i r l  1 : 3  
cabinet 
c m i  t tfi 
every 3 vrs. 
but not 
a u t w t i c .  

Revised bv 1:2.66 
a oerlanent Ratio 
salarv between 
cadre Sac r e  t a  r v 
cowi t tee.  and ent r r  
A t  t i w s  bv level of 
Hiqk Powr o f f i c e r s  

NFI  salarv Inolovees revised 
a t  oar r i i t h  t o  of fset  
-PL;t .Sector increasi i n  
I r o i i c i t  cost of 
re la t ionshio l i v i n q  index. 
betueen 
Govt. t Fvt. 
Sector salarv 
scales. 

HO COLA has been 
re la t i onsh i t  donh LWIV with. 

no fcraat COLA e r i s t s  but 
r e h t i o n s -  not l inked t o  
h io  exists. C O l I .  I t  i s  a t  
Pvt.Sector d iscret ion of. 
i s  oaid Govt. t o  sanction 
t r i c e  as cost of i i v i n a  
ruch that  allJrance. 

Not 
exerot 
from 
incole 
tax.  

not  
ererot  
f roa  
inconr 
tax. 

Er t ro ted 
fror 
Income 
tax 
since 
1911 

CoHi t tees. i n  the Gov!. 



Annexo 39.2 

1 1 . Thai land 11 oav On the  
scale6 rsconren- 
124 stsosl dat ions  
Geners- o f  the  
l i s t  and C i v i l  
Soecia- Service 
1 i s t s  Coiri ss i o n  
and too  6eaded b y  
ranacleaerit P. W. /DeDut i 
Qrouos are  P.W. 
c iven soae 
add i t i ona l  
allowances. 

1 : 9 I n f o r r a l  No aalr ivalent o f  
r e l a t i r i t f  DA i n  Thailand. 
uit!! the I n f a c t ,  sa la r i es  
Pr i va te  o f  C i v i i  Servants 
Sector i s  are r e f i s e d  
u i n t a i n e d .  f r eauent 1 v 

t o  take care o f  
increase i n  the  
cost o f  l i v i n q .  

Basic 
sa la r r  
and most 
o f  the 
al lowances 
subjected 
t o  incoae 
tax  .Hor;- 
ever, 
c e r t a i n  
a1 louances 
l i k e  MA. 
TA, Chi ldren 
Education 
A 1 lowtnce 
etc. a re  no t  
taxed. 

11 I n d i a  
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Tenm <g 40 1 
mJkmlce. 

We have bam immcted in our Terms of Reference to "evolve the 
pnnciples which should govun the structure of emoluments a d  those d t i o n s  
of service.of Central Government employees which have a hmcia l  bearing". 
Earlier Pay Commissions have also grappled with k s  subject. with varying results. 
It is not our intention to traverse the same ground. We would cinly draw attention 
to some emerging trends and the impact it has had on our thinking. while taking 
decisions on pay determination 

.Uexo-rrctid* 40 2 As we move towards the twenty first centur?;. some trends have 
come into sharp focus and these may be briefly referred to as under : 

a) We are moving towards a period of less visible yovernancq. 
Governments will mcreasingl: whdraw from direct control of 
mining. manufactunng. trading or sen ice activities. The 
emphasis 4 1  shift to facilrtation and regulation of ensuring and 
refeieeing the fair competition among private. cooperative. 
corporate and other non-govcmmental forms of enterprises. 

b) With the thud k r  of sovemancr being formally mandated by &he 
Constituticm there would be progressive need fm reorienting the 
bureaucraq to provide effective coordination of multifarious 
activities, at the Pancha)ati raj level. This 'would require 
substantial reduction of burcaucrac: at Central and State levels 
and its strengthening at the lowest level. 

c) There \vouM be a,steady and persistent pressure on budgets. 
which will  force go\'emments to right size the burcaicrac:. 
drastically 
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d) At the same timc, thc wagc levels m other sectors ~vi l l  bc so 
volatile as to incite governnient employees to collective 
bargaining mcthcds for bringing about pant! with the 
conipensation packages atalablc clsewhcrc Thc net rcsult would 
bc that gotcninicuts \\odd bc forccd to have less pcoplc and pa! 
them bcttcr 

e )  Thc uciid uould bc totvards an onicer-oriented administrativc sct 
up Thus t h e  tiould bc 3 tcndcnc! to\\ards reduction 0 1  
numbers at tlic supponing and ausilian. levels Such reduction 
would be achicvcd through multi-skillmg 

f, Thcrr: \\odd bc a grcat cniphasis on professionalisation of' 
Got cnimcnt. as a r c h  ofuliich the compensation pachagcs of 
all professionals I r k  managers. doctors. scicii~ists. coniputcr 
profcssionals ctc \ \odd havc to be specially jacked up 

.\ /<J'/ I / i i ' ' /  40 3 Vieivcd in thc light of tlic aho\.c iiicga-trcnds. thc application of 
the princip!cs of pa\ dcleniiiiiatioii as cnunciated by the previous CPCs \ \ i l l  
iindcrgo suitable nioditications We hat c tricd to do so i n  thc nianner dcscribt:d 
hcrcaficr 

prlllc f l J k ' 4  

IIZC e.3 wri 

CHARUTERISATION OF A SOllND P.4Y STRUCTURE 

7llrl%* 40 4 
clr:mi& ttw.c:it .c 

The earlier CPCs had referred to three characteristics 01 a 
sound pay'structure - inclusiveness, comprehensibility and adequacy. There 
is no doubt that these characteristics are  as valid oodry as ever. 

l l f ~ ~ l I l . ~ f  \WfI,.\.\ 40.5 Inclusiveness implies that the broad patterns of pay scales that 
have been adopted' for the civil services will be uniformly applied evenwhere. 
especially in area$ where some autonomy has been provided. 

.A Nppitt.d t r )  40 6 
n 1% 

We would like to point to a feu instances of departnients \\ hich 
ha1.c no: put their autonomy to thc best use and have infringed the principlc of 
tnclusiveness The scientific dcpartments \\ere allotved at one stage to dct isc' 
wrtan special schemes for a sinmdicr and quicker carwr progressioii of' sciciitists 
Initially. certain parameters w r c  held to bc sacrosanct For cuamplc. hen the 
Flcsiblc Complementlng Schcriic \\as lauiichcd it \\as mean1 to bc applicablc oul\ 
to Group 'A' scientists cngagcd i n  rcscarch and dci elopnient Unfortunatcl! . 01 cr 
thc years. FCS has degcncratcd into a routinc time-bound promotion sclicnic iiot 
on]!. for Group A' scicntists cngagcd ln R&D. but c\ cn scicnlists of Group B' aiid 
'C '  catcgories. e\cn scicntists not ciigagcd in R&D. and cvcn non-sriciitists lihc 
artisans. ininisrerial staff and thc lihc Wc hat c had to talc rcsort to tlv priiiciplc 
ofuiclusivcncss and iiiodih the FCS so as to mahc i t  applicable onl! to Ciroiip A' 
scicntists oncc again At thc miic time. \\c ha\ c broadened its application in thc 
iicw niilicu to all Group .A' RK: D prdcssioiials Thc principle ol iiicliim ciic's~ 
liistifics a coniparisoii ktnccrl protkssioiials ol dill'crciit disciplines INII  tIic\ 
should bcloiig t o  Group A' and bc i n \  olt cd 11 ilh rcsearch ;wd dc\ clopiiiciil 



1 \ q q I / l ' , l /  /<, A() 7 Xnothcr c\amplc is that of thc gradc stnicturc prc\ a h  i i i  the 
rail\\a!s. as opposcd to the dcfcnce production uniis The rclatnc autoiionn 
ciiio>cd 5! thc Raiha!  Board bccausc of its pcculiar adniinistrati\e structurc 
ciiablcs thc Rail\\ a! s to resort to solutions that camiot e\ en bc conceii ed of b\ 
other departments. least of all b? a consenatnc department lihc Defence The 
uiiioris 01' the raili\a!s also haic grcater bargaining po\\cr. as compared to thc 
dcfxcc associations Resultantl! . n c  found that tlic intergrade ratios achiei cd b\ 
thc ra iha!  artisans were much supcrior to thosc prei dent in defence production 
iinits In thcop the rail\\a!s had arrncd at these ratios through a meticulous 
cwrcisc based on fictional considcrations In practice. the fact that all such ratios 
in diffcrcnt disciplines \\ere the same told a different stov It could not eicii bz 
agiied m e\tcnuation that qfustication in t e r n  of techiioloq in the r a ih  a! s \\as 
superior to that pre\alent in defence production units Wc used the principle of 
inclusiieness to grant a supenor utter-grade ratio to the defence units. based on the 
s\aiil!>!c CC the r a i h  a! s 

t~l ' / l '> l< 1' I! I1 \ I l l 1  $ 

( ~ ~ ~ w p r e h e P , ; h l / l i l  J() x Coming nest to coniprehensibilih. \\I: agee  with the finding of 
the previous CPCs that a pay scale should normally give a total picture of the 
emoluments of a post, rather than being fragmented into P number of 
allowances. We have, t5erefore. tried to rationalize allowances wherever 
possible This rationallastlion has been attcmpted in a number of nays 

a)  Where hvo allowances \yere found to be subsenmg the smie 
object. we have abolished one of them This has been necessv  . 
especially beca~~se of the scheme Df  Performance Related 
Iricrerncnt . 

b) There arecases where a number ofallonmnces !\crt' being grruitetl 
for he  siune gencral purpose In such cases. the allmances ha\ c 
been merged into a single allo\\arice and givcn a gencric namc 

d )  Wc ha\ e tried to abolish spxial pa! s in a nunibcr 0 1  cases rind 
auarded a higher- p?\ scale iii I I C L I  thereof. :ii ordcr to LJII c n marc 
traiisparcnt pa! pachagc to thosc posts 

I t i ~ ~ 1 / " 0 ' ~  40 9 The third rcquirciiicnt is that of adequac! Most go\ cniiiiciit 

cmpln! ccs ha\ :: a focllng tha! their cniolunicnts arc inadcquatc \\ith respect to  tlicir 
shi!ls. dicational qualifica!ioiis. c\pcrieiicc dutics and responsibi1it:c.s. but also 
as co:iipard to their peers outsidc the G a  cnunent We \I 111 be dealing \\ ith tiit'sc 
qiicstions latcr in this chapter 

1 SI'PPL!' AND DEhlAND CONSIDERATIONS 



considerations. .To take a single illustration. it is quite evident that an entrant to 
Group D Service today would be available even at Rs. I500 or Rs.2000. not 
because these amounts are sufficient but due to the unemplo!ment situation in the 
countT. We cannot. for that reason. avard \en. low pay packets to the entrants to 
Group 'D' semices. 

rrigii- wcIff' 40 1 I 
i%[U~id.% 

On the other hand. there are hIgh-nagc alands like those of airline 
pilots who command a vev. high price due to supply and demand considerations 
\Ye ha\ e taken these into account \\ hilc deciding upoii the total packages for BSF 
pilots or the pilots of fighter aircraft in the Indian Air Force. although we ha\ e not 
been able to take these an!i\here near \\hat is being offered in the privatc sector 

.\ f i i i i ini irn t i r i d  J() 12 On both the niininiuni and mawmum tiage. \\e ha\e tried to 
c \ol \e  other more humane. rational and realistic criteria and these ha\e been 
c\plained at great length in the relei ant chapters 

\ fnnrriicirr I f  i z p .  

I EQUAL PAY FOR EQUAL WORK I 
c,c/ictr/ J() 1 j As a principle. the equal pa! for equal work' criterion has been 

used ividei! b!. the higher C O U ~ S  Incidcntall!.. it ma! be mentioned that the 
Canadian Human hgh t s  Act has furthcr amplified the concept to include "equal 
\\ages for equal 1 alue of \\ark" Theorcticall!. n o t h q  can be said against it In 
practice. it is estremel!. difficult to define \\hat equal work is 

.Jnh Etnlirotioti 40 I 4 Job evaluation is a technique that has been practised in some 
departnients The Expert Classification Comnuttees of the M i n i s 5  of Defence are 
one example We had also appointed intcr-Departmental Committees for se\ era1 
coninion categories Where the categories are nearly the same 111 terms of 
qualification. job descnption, designation. method of recruitment, promotion 
avenues. etc . there has been no difficulty md \\e have been able to suggest urufomi 
scales of pay in model cadre structures for adoption by all the concerned 
departments Wherever it was found that most of the parameters matched and one 
or t u o  did not. we ha\e suggested parih in pay scales subject to qualifications 
being upgraded or resort being had to direct recru!+ment 

Rr/tifivitir.\ 40. 15 Milch more intractable are the questions of horizontal relativities 
between sa!. a forest guard. a Constable of a central police organisation. an cum!' 
soldier and a shlled artisan. There is a lot of histon, in each equation and each lack 
of equation. We have had to take the bull by the horns in such cases and a m \ x  at 
certain conclusions based on our Senera1 csperience. For example. we ha\c 
equated Forest guards to the Constables of CPOs. but we have maintained the 
differentials behveen the CPO Coristablc. the Arni!. soldier and the Skilled artisan 

\ l i i i i \ t~v - t t t /  ~ r r r t l  f() I (, There tvas a c c m  narpcd relati\.ih betueen the ministerial and 
artisan cadres Whilc thc LDC (Rs 0 5 0 -  1 C O O )  \\as promoted to l!DC (Rs 1200- 
2040) and then to Assistant (Rs 1400-.??00). the skilled artisan (Rs 950-1500) 
rosc to Highl! Shlled I1 (Rs I200-1XOO) then to Highly Skilled I (Rs 1320-2040) 
and then to master craftsman (Rs 1400-2?00) Wc nicrged the scales of Rs 1200- 
2040. Rs 1200-1 XOO and Rs 1320-2040 to a m i e  at a single scale of Rs 1320-2040 

Oiic rung out of the t\\o Highh Skilled categorics \\as made to disappear This 
has pro\.idcd somc relief' to the artisan catccop 

.- Irtiwii 1 rir/rc,\ 



Qunlijicarioti- 
hnsr d pqv  scales 

40 17 We are suggesting m a later chapter that there should be a 
permanent pay body. so that it  can keep on studyng the parameters of different 
jobs and develop more objective cnteria for job evaluation than are available at 
present Although it IS not ven. scientific or conclusive. we felt that as a 
preliminary step towards rationalisation, the entry qualification could 
provide a fairly reliable clue. It will  be noticed that we havc attempted a broad 
rationahsation of pay scales across cadres and departnients. depending on whether 
the e n 5  qualification is middle pass. matriculation. 10+2. matriculation with ITI 
Cemficate. 10+2 with a 2-year diploma. 10+2 with a 3-!ear diploma. an ordinay 
degree. a degree in agriculture. horticulture. Ian. engineering. etc or a post- 
graduate degree The results may not be perfect. but one can have some 
justification that a1 ieast the educational quaiifications ha\ c been reccgiiised 

FAIR COMPARISON 

40 18 We have used "fair comparison" to a large extent in our 
deliberations I n  almost every discussion, we have tried to make comparisons 
across cadres, departments, state governments, public sector enterprises,.the 
privatc sector and even internationally. 

40 i9 As a general obsmatm it \ v d d  be weful to point out that while 
the Central Government's pay scales used to be. once upon a time. the leading pay 
scales. it is no longer so Banks. PSUs and the private sector ha\re marched ahead. 
for obvious reasons But that even the cash-strapped State Governments should 
pay their employees more is surpnsing. A The Junior Engineers have given a 
comparat,ve statement of pay scales granted to Junior Engineers by the vanobs 
State Govcmnients. the State Government scales seem to be higher Same is m e  
of the police personnel. Even the Provincial Civil Smice  Ofticers now have higher 
pay scales than IAS Officers, with the result that their adjucMneilt on promotion IS 
becoming a problem 

40.20 What this means is that the Central Government has been 
somewhat consemi-tive in granting pay increases. This shows that the control of 
the Minis- of F:nance over pay scales is quite stringent That tlus is so is also 
exhibited by the tight control exercised on the sanction of posts The Central 
Government has witnessed a compound growth rate of just I% per year in its 
civilian posts 

40 21 There are two conclusions to be d rmn  from this First. it is 
necessan for the Central Government not onl? to control but even to reduce 
numbers Onl? thc requisite poliucal and admuustrative I\ 111 is required Secondl! - 
the Ministn of Finance being so conservative during the decade mtenening 
behseen thc Pa! Conunissions. a greater responsibility devolves upon any Pay 
Commission to be reasonable and pragmatic, and try to bridge the widening 
gap betwwn the compensation packages of the Central Government and the 
rest of the ecmomy. We hope that we ha\e perfomid our tasb \iell 
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40.22 
to 11. which we commend for close scrutiny 

As far as productivie is conccmcd. u e  have devoted a full chapter 

I MODELEMPLOYER I 
40 23 As stated above. the Central Go\~emiiien~ is no\\ neither the model 
employer not a g d  employer With its burgconing budgctac' de!icrt. the on]! 
hope of the Central Govcmnient bccoming a good eniplo!er IS for it to right size 
the burcaucmcy fitst and then pa!. it  adcqratel! 

FUR APPROACH TO PAY DETERMINATION 1 
40.24 niod~cum of' truth and 
~ h v m  in each of the gencral pnnciples of pay detcnnination that hat.e been used 
in the past ln  addition. \ve woiiId like to state a feu niorc critcria thal \\e ha-.c 
found to be useful in our analysis 

We \ \odd  like to state that therc is n 

l l l r r l l # s l ~  wfrtc 01 40 25 The first is the "intrinsic value of a job". This is a sunmiation 
of d the factors that one can t h d  of in relation 10 n job - the skills. thc 
arduousness. the uoib atmosphere, the qualification. thc rccniitment procedurc. thc 
chm of career progession. the status. the securih . the prestige. the perquisites - 
c\ enthing that is quantifiable and non-quantifiable 

41 p jh 

Linking .vnaIler - 40.26 The second is tP? need to link smaller entities to  larger 
entities. Our attempt throughout has been to collect isolated posts and place ti .II 

in a cadre. pick up cadres and put them in a senice. We ha1.e suggested new All 
In&a Senices for nidcal  and engmeering fields and Central Senices in the fields 
of veterinary science. agnculture. informatics. shipping. archaeoloh?. archives. 
libray and so on. 

cRt!irtie.v 10 iarpr  
fme.Y 

L)c4itihi,ig pay 40.2 7 
Iron1 positif>Il 

The third is the need to delink pay from position in the 
hierarchy. The entire schcme of Assured Career Progression is about granting ii 

person pa!- upgradation. when functional considerations do not permit his risc in 

the herarcliy. He continues to perfomi the same job as before but moves into the 
next higher scale. The idea here is the basic one that a pcrson needs more money 
as he becomes older. but he ma!. not receive a promotion because there is no I zed 
for another post III the herarch!.. Our effort is 10 rclie\.c stagnation \sithout unduly 
upsetting the hierarchy 

I r l \ t rcr  t o  <I l l  40 2x The fourth is that we have recognised the need to be even- 
handed in justice towards the lowest and the highest-paid functionaries. For 
the entrant to Group D, \\e have gn en a junip of' 3 75 tiiiics. much more than \\hat 
our consultants had suggested For the higher cadrcs \\c hats  introduced thc 
concepts 01' full neulralisatioii of cost of 111 ing and gi\ 1112 alloitanccs and pensions 
nct of UICOII~L' ta\ so that tha reccnc the full compensation pacbage as dscidcd b\ 
us. \\ithout its being dcciniated b\ inflation or ta\ polic\ 

[ ' c t i t n i l  

( l o )  cn i tmvi t  
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l j < l l l l  I Oil 40 29 
crllr IU  t l ) l (  ;'\ 

With regard to allowances, our policy has been to recognise 
that these should either reimburse in full the expenses incurred by the 
employee (as in the case of travelling allowance, daily allowance or medical 
reimbursement), or the reimbursement is  more liberal than at present (as in 

thc case of housc rent allo\\ancc or city compensaton allouruicc). or the 
compensation for loss incurred is  raised substantially so as to niatch the loss 
(as in thc case ol'blon- Practising Allouance) In some cascs. \\c,ha\t. bceii forccd 
to sanction nc\\ allcnnnces like transport allowance (in kicu of the him? 
expenditure tncurrcd on cotiiiiititatton bebyeen office and rcsidcncc). attcndant 
allonance ( in  \ icu of ~Iic fact that large number of officers ha\e orderlies and 
batmen and on]! a fcn do not) or cntertainment allowance (in vicu of thc fact that 
oflicers partahc ot'dinncrs \\ tth other people and should be in a position to return 
the hospitalit! ) 

( ~ l / l ~ l L l / I  / f ! / M l l  40 30 Above all. we have always kept the capacity of Government 
to pay uppermost in our mind. The financial implication of cach demand was 
calculated In detail and decisions to accept. not accept or only partially accept a 
proposition depended largel! on the expenditure they involved We are happ!. that 
n e  hi?v\lg been able to accommodate some of the demands of the employees without 
unduly inflating the pa! bill of the Government. In the final analysis, we shall 
consider our efforts worthwhile only if we have succeeded in maintaining a 
balance between the interests o f  the Government and the interests of the 
employees. 

409 



~ Ow t i ~ ~ p r o ~ i ~ . I i  4 1 .  1 When u c  come to the nuts and bolts of dcterniination of pay 
scalEs i n  Go\knnicnt. u e  realize that thc lirst cxsrc:sc IS soinshow to fix the tivo 
ends of the spectrum. Once \ve arrive at [he minimum and maximum salaries on 
the basis of rational and pragmatic criteria. I t  becomes rclati\.el!. simple to deduce 
the scalcs \ihich fall in between. We. therefore. s t m  our aial\.sis by considering 
the \‘arious parameters that ought to be kcpt in \.ie\\ \\-hi:e fixing the minimum 
salan 

41 2 Although m the contest of the Go\ emnient it is more relevant to 
speak ui tcrnis of ‘ m m u m  salaries’, much of thc literature deals with the concept 
of ‘mmiu in  !\.ages‘ We may. thersfore. take these temis as broadly synon>mous 
for the purpose of our general understanding 

I LEGISLATION ON MINIMUM WAGES I 
The \frrriniitrrr 4 1 3 
ll‘lg,~\.k/ l o w  

B!. 1938. legislation on niiiiiinuin \\,ascs \\as firml! in place in 

most couiitrics like Australia ( 1896). Ne\\ Zealand ( 1x94). Great Britain ( 1909) 
and USA { 1938) The evolution of mininiuni uagc legislation in India. can. 
hone\  er. bc traced back to the Minimuni Wages Act of 1948 The Minimum 
W a g s  Act aims at preventing exploitation of \\orhers in scheduled employments 
b!, f w i g  ni i imum rates of \\ages The covcragc of the act IS selective. as it aims 
at protccting uorkers m m l >  rn the unorganised industrics The Act empoijers the 
Got enunent to add to the list of emplo> ments % I \  cn i n  the schedule and prescribcs 
that tlic miiirmuni wage should consist of basic and 1ar:able elements ( n i t 1 1  or 
nithout IinLagc to the cost of In ing) Whal thc Act docs not comment on IS  \\ha! 
should go into the deterniination of‘ niiiiiiiitiiii \\ ages 

4 1 0  



Article 43 of the 
Cotrstirurion 

4 1.4 - The role of the State in securing a living wage was rccognised in 
the Anicle 43 ic the Constitution of India, under the Directive Principles of State 
Policy which rcadr; as follows. 

"The State shall endeavour to secure by suitable legislation or 
economic organisation or in any other way to ali workers, agicultural. 
industrial or otherwise. uork. a living wage, conditions of work ensuring 
a decent standard of life and full enjo!ment of leisure and social and 
cultural opportunities and. in  particular. the Statc shall endeat our to 
promote cottage industries on an indit.idual or cooperati] e basis in rural 
aieas ' I  

r/Je 15113 ILc 
l lY57/ 

4 1 5 It \\as at the 15th Indian Labour Conference in 1057. that for the 
first m e  thc concept of minimum wages cnstallized and a coiisensus was arrived 
at about the factors \vhich should go into the detcniiinatioii of niiniiiium n a p  
The norms ucrc to be as follows 

(a) Threc consumption units for one wage carner i e  four 
consumption units per famil! 

(b) Minimum food requirement of 2700 calories per a\.erage Indian 
adult 

(c) Clothing requirement of 72 \wds  per annuni per famil!.. 

(d) Rent correspmding to the minimum area pro\.ided for under 
Go\ emment's Industnal Housing Scheme 

(c) Fuel. lighting and other miscellaneous itenis of espenditure IO 
constitute 20% of total minimum wage. 

Thus. in 1957. Minimum Wages' evolved as a need-based concept. 

1LO (1  968) 41.6 In 1968. a few more critaia for detemkation of Minimum Wages 
came to bc recopnised when the Internztional Labour Organisation listed thre 
critena for fixing miriniuni wages. These were (I)  the needs of thc worker. (li) the 
capacity to pa\. of the employer and (iii) wagis paid for comparable \\ark. In 1969. 
the capacih to pa\. ivas explicitly admitted as a relevant factor b!. the National 
Conmission on Labour. \\hen it held that in fising thc necd-based minimum w g e .  
the capacit\- to pa!' should be explicitly taken into account. 

Strprenrr ( 'ortrt 

frrrfSt.ntL"tr 1991 
4 1 7 In 199 1. the Supreme Court in a judgement i n  the case of 
Reprcrkoc., Rrm and I b VL"SI~.S olhers oplned that the criteria recommended by the 
Indian Labour Conference 1057 nLu' not suffice It held that an additional 
component for children's education. medical requirenicnts. recrcation including 
fzjtwaldceremomcs and provisions for old age and marriage should constitute 2% 
of minimum uagcs 

41 I 
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productivity and the appropriate Government under Minimum Wages Act may fix 
piece rate wagcs wherever feasible. 

41.9 The Indian Labour Conference in its Thirtieth Session in 
September. I992 opined that while thc tendenc! to fis minimum wages at 
unrcalistically high levels must be checked. implenientation of w g e s  once fixed 
must be ensured. It felt that the implcmciitatioii machinen.. consisting of labour 
administration in the States. had bccn far froin cffccti\.c It ivas dcsirable that I? 

grcatcr role \\as pla\.ed by \yorkcrs' organisations. iioii-~c~\~criiiiiciital t-oluntan. 
organisations ctc. instead of enlarging thc arm!. of inspectors for this purpose 

41 I 0  The subject of a National Minimum \Vage has bccn considered b\ 
sc\eral bodies and fora in the past The National Coiiirjiission on Labour ( IcW)) 
i t a s  01' thc \ ic\\ that such a \\age in the vxsc  of n iii1lfclr;il minmiuni nionetan 
remuneration for the count5 as a ~ h o l c  \\as ncithcr fcasiblc nor desirable in \'ie\t 
of thc 1 arimo~i i n  priccs across regions and dlffl-rcnccs i i i  capacit? to pn! across 
ernplo!ers The 2Xth Indian Labour Conderencc ( 19x5 1 also discussed the need for 
a national minimiiiii \\age It mas felt that t:ll such timc as a iiational \tagc bccaniz 
feasibl?. it \ \odd  be desirable to hale a rcgional iniiiiiiiuiii for \\ hich thc Central 
Go\ crt~iiicnt ina! la! the guidelines 

~-~~~ ~~~ 

APPROACH O r  THE PREVIOUS PAY COMhlISSlONS 

41 I 1  
Minimum \Yagcs is steeped in coiitrot crs! 
the approaches for the determinatmn of niininiuni \\ agcs 

The foregoing paragraphs \ \ o d d  indicate that the subject of" 
The !olio\\ 111s appcnr to bc sonic of' 

( 1 )  The need-bascd approach 
( 1 1 )  Capacih to pa! approach 
( i l l )  Relative parities approach 
( I \ )  Job evaluation approach 
(1 1 Productivit! approach 
(1  1 )  Living Wage approach 

41.12 The decision of the previous Pa!, Commissions on minimum 
wages \\as often determined by sonic land of a hamionization behveen the first t\vo 
i.c. the need-based approach and the capacit!. to pa!: approach. This \\.as essential 
because a niinimuni \\age which \sas found to be sociall?, desirable \\'as not 
nmssmly economically feasible. Job e\.aluation and iiicasurement of producti\.it! 
was not found to be feasible by the earlier Pa!. Coiniiiissioiis and fair coiiiparisons 
\i.ith the public and private sector \verc also not coiiccdcd b!, them. Regarding 
Iivmg wages thq. obscn.cd that a Iiiing \\age i t  as n dcsirablc Ic\cl tot\wds n.hich 
the Statc must endeavour to reach. The concept ho\\e\ cr IS inhcrcntl!. clusiye. f'or 
it ad\mccs \\it11 the prospent) of the ecoiioni!. or Statc It ma!. bc of sonic intcrcst 
to note ho\\. !he different Pa!. Commissions ha1.c addrcsscd the problem so far 

41 13 The First CPC obscncd "The theon dial Statc should DC ;I iiiod~.\ 
eiiiplo\ cr rcqiiircs that a Go\ crnrncnt \ \ l i d 1  propo\c> to sponsor minimum \\ ' ig~. 
lugislation for pri\ ate industn niust bc read\ to 211 c the bcncfit of that principlc 
to its w i i  ciiiplo!ccs The application of i i i i i i i i1 iu i i i  \\,igc rulc has a h a \  s b w i  
izcoyiiscd to bc sub lcct Lo the limitations iniposcd b\ thc general cconoim 



Among the Mcmbers of the Commission. opinion is not unanimous on the point. 
After sonie discussion, majorit? of the members agreed that Rs 55 per mensem 
(made up of Rs 30 as basic sa lq .  and Rs 25 as dcamess allosvance) would be a fair 
minimum \\ age " 

41 14 The Second CPC \\as required to make its rccomniendations on 
minimum wages in the backdrop of the Fifteenth Indian Labour Confcrence .A 
consensus had b! then e\.ol\ed on the need-based norms for determining the 
niininiuni \\ages Rcgarding the figm of Rs 125 arrncd at on the basis of thc 
noms prescnbcd at the ILC. the Second Pa\ Conutussion obsen cd " This uould 
be about 70 to 80 per ccnt higher than the rates Sciierall\ pretailing in the 
orgarused sector atid ti \ \ odd  be \\ell abo\e the highest \\ages i e Rs 1 12 then in 

thc cotton tcwlcs iiidiJstn in Boiiiba\ We ha\c considcrcd i f  a niininiiiiii 
reniuncration of tliis \l/c IS '11 311 fcasiblc at the prcsciit Ic\ cl of o u r  ccoiioniic 
dcielopnicnf The ni1ninium I\ agcs cannot be ofthe ordcr of Rs I li nhcn on the 
basis of National Income the a\era_re for a farnil\ \\3rhs out onh to 
Rs 97 nunmium rciiiuncration pa\ able to a Central Go\cmnicnt ciiiplm cc \\hich 
at present IS Rs 7 5  pcr month shculd bc incrcascd to Rs XO " 

41 15 The Third CPC' also based its approach on the 15th Indian Labour 
Conference nomiis and calculatcd niininiuni \\ages at Rs 3 I4 pcr month This. 
when compared to thc thcn ewsting cniolurnents of Rs 170. \.\auld ha\  c meant an 
mcrease of 80-90 % The inininiuni s d i q  in pri\ atc scctor rangcd from Rs 170 to 
Rs 385 Ho\\e\er. the Third CPC did not accept coniparisons \\it11 thc prnate  
sector As thcrc custcd a iicws k tvccn  the pnvate and public sector salarics. the! 
did not accept cooiparisoiis \\ i t h  the public sector either The\, relcctcd the Indian 
Labour Confcrencc iioniis on tlie gound that Central Co\crnmcnt cniplo\ ecs could 
not be treated as a speciall! pri\ ileged section ofthe coinmunit> and guaranteed a 
need-based mn:un i  uage as per the Indian Labour Conference norms. when the 
barest essentials could not be provided to nullions of their less fortunate 
compatriots The Third CPC calculated minimum wages at k; I96 based on 
modifications of Indian Labour Conference norms as suggested b! lnstltute of 
Applied Manpower Research in 1968. but recommended Rs I85 as minimum 
wages The! felt that Rs 196 was an overestimate Houcvcr. at the 
Implementation stagc. a mumurn  wage of Rs 196 actuall!. c a m  into effect. 

4 1 16 The Fourth CPC obscn ed that the State as a model ciiiplo\ cr \\ as elpccred 
to move MI the drection indicated b? Article 43 tonards a In ing \\ agc and a decent 
standard of I t \  ing The! \\we content \\ ith the State being a "good" cniplo\ cr as 
against a "niodcl" ciiiplo!cr and f i x d  the minimum s a l a n  at Rs 750 / -  The 
methodolog for arm ins at this figure was not outlined ho\\c\cr 

HISTORICAL TREND IN MINIMUM SALARIES 

1111- 1 1 1 1  r i w w  111 4 1 17 Thc niiiiiniuni salaries fixed by the earlier Pa! Coiiiiiiissions and 
""I' ' " m ~  ' I J  ''I" the trend in cniolunicnts rccciicd at the loiter level at diffcrcnt periods in time arc 
~ ~ l l f ~ 1 / l l l l r l * 1 l l \  111 llIC 

1, 11, ,,\I I,*\ ,#I summariscd i n  tlic Tablc gi\.cn below 



Peon's Emoluments (Pay + DA) 

Year- 1948 1949 1960 1973 1986 1988 1990 1991 1991 1996 
I St 2nd 3rd 4th 
CPC CPC CPC CPC 

Index 88 I 0 0  99 130 15.: 152 I S  150 152 15: 
ot'real 
carniiigs 

(All indices are with 1949 as base) 

41 1x It will be obsened from thc Tabk that the emolutxnts of a peon 
in I949 ha\z not onl!. been fully protected against inflation. but have gone up in 
real.ternis to the estent of 53 per cent This h been done as il nicasurc of' 
delibcrarc polic!. in order to raise the s!andard of living of the lo\vcst paid 
cml;lo>res and to bridge the gulf betlvecn lo\\est and highest salaries 

- 

1- I PRESENT SITUATION I 
1 1  19 Today, the pay scale of Rs 750-910 IS the minim.cm scalz 111 

Go\.emient The categones of emplo!rees found in this scafe are those of peon 
farash. sweeper, chowkidar. cleaner. packer. beidar. mall, watchman teamaker. 
miller. workshop helper. bearer, wash-bo!.. durban. bhishtee. etc There were 
around 5 66 lakh employees in this pay scale as on 3 1 3 94 

41 20 Besides a miniinum of Rs 750/- in terms of basic salar) ~ I - I  

employee at the e n t c  ievel IS entitled to Dearness Allowance of Rs 1 1 10. (as on 
1 1 1996) House Rent Allowance of Rs 150. Cih Compensatory Allou ance of 
Rs 30. a monthly bonus of Rs. 155 p m and ttio interim reliefs of Rs 100 each 
Some employees also get an overtime allot\ ilnce over and abob e this 

COMPARISON WITH PUBLIC SECTOR EMPLOYEES 

41 21 Some data has been collected b\ us on the comparable lei CIS  01 
pa!* + DA in ! arious public sector undertakings Annese-4 1 1 summarues thc 
findings 11s on 1 1 1095 The figures rcpnncd 1 an from Rs 1744. in Dclhi 
Transport Corporahon to Rs 2002 m the Indian Telephone Industries The a\  cragc 
of 27 PSUs \.:elded a figure of Rs 2600. as against Rs I6XX for the Ccntral 
Go\ emmcnl. showing a difference or Rs 0 2  I on that date The gap has \\ idcncd 
s iiicc thcn 



In$itmation 
collected by 
.\‘K 

COMPARISON W I T H  THE PRIVATE SEmOR , 

41.21 Amexe-4 1.2 states a similar position 111 respect of 27 PSUs, as 
compiled by the National Producth it?’ Council for I 1 1995 Here. the National 
Textiles Corporation has been shown as pa\ing Rs 1605 while the Indian 
Telephone Industnes have a figure of Rs 2902 The average is Rs 25 14 and the 
d~ffcrence as compared to the Central Government has been indicated as Rs 826 

4s 

hl/~r~lol lol l  41.23 Anncsc-4 1.3 is a tablc subnutted by the staff side of the National 
JCM. From tlus it is obsend that the range of emoluments varies from Rs.2254 
as paid by ONGC at the lowest l e d  to Rs.2977 as paid by Daniodar Valley 
Corpmatm at the highest level. The average has been calculated as Rs.2400 and 
the difference vis a vis the Central Government has bcen.calculated as Rs.870. 

.m hrittitfrd hi. fhr 

. N ‘.\ I 

41 24 The Staff Side !lave also brought to our notice the increase in 
\vages of public sector umkcrs effective froni 1.1.199l/I992. \vhic!i is in the 
neighburhood of 1%) approsimatel>s. Coupled with the addition of industrial 
D.A. ‘ u  Rs.2 per point for the increase of 270 points in the AICPl between 
I .  1.1994 and I .  1.1996. the have \ v d d  out the o\#all sap between the minimum 
emoluments in the public sector and the Govenunent at Rs.1240 p.m. as on 
i.1.1996. 

Some of the conclusions of the NPC stu+ are : 

c The average age at entry is 25 years, both in Central 
Government and the private sector 

- 93% of Central Government employees with current 8ge 
below 25 years a* harried. while only 50% are married in 
priyatc sector 

Those in the private sector tend to have relatively smaller 
families 

The average salary oi the lowest functionaries in 
Government is Rs.23.638 per year, while the figure for the 
private sector is Rj.l0,721 

The life-time salaries \\.hich include Basic. b e s s  Allowmce 
and lntcrim Relief in the Government and pmatc  scctor are 
Rs 0.47 lakhs and Rs I) 28 labs rqspcctivcl\. 



The4ifptime emdunients uhich include saiary and allowances in 
the Government and private sector are Rs. 11.36 lakhs and 
Rs 9.08 l abs  respectively 

The life-time earnings which include emoluments and bonus 
in the Government and private sector a re  Rs. 12.00 lakhs and 
5.9.09 lakhs respectively 

46% of Central Government employees stayed in allotted 
accommodation, whereas only 19% of the private sector 
employees had such accommodation 

COM PGRISONS WITH STATE COVE RNMENTS 

41 26 X coiiiparisoii uith Statc Go\ crnment cmplo!.ees based on thc 
questionnaire circulated by us reveals that most States have placed their peons in 
thc pa! scale of Rs 750-940. except for Goa (Rs 775-1023). Himachal Pradesh 
(Rs 750-1350 uith a statof  Rs 770) blizoraiii (Rs 800-1 150). Tripura (Rs 775- 
1 130) and Wcst Bengal (Rs 800-1265) There arc \ei other States like Andhra 
Prrtdcsh \\here a higher pay scale of Rs 1375-2375 nas bcen given to a peon but 
this is pnmanly on account of a later date oi'rcl isioc ( 1 7 02) (See ;\nne\e-4 I 4) 

I EXFEXTATIONS OF THE EMPLOYEES 1 
4 1.27 The Commission has recci\.cd se\.eral memoranda wherein the 
igsuc of niiniiiuni wages has been discussed. The denialids range from a minimum 
ofRs.2500 to a nirtslmum of Rs.3340. Thc -;ie\vs of some importan!. associations 
are detailcd beiolv. 

41 28 Accordlng to the staff side of thc National JCM." The Central 
Government employdes in the fifties a i d  up to Second CPC mzrc tn terms of 
emolpnients better p l a d  than others This position however starfed to changc 
fiom 12.58-59 on\\ards when the wages of Central G o \ e m e n t  started sliding b x k  
as the time passed and loday they are behind most public sector workers This 
happcnod pmanly  because wage revisions m a11 other organised sectors took place 
inore frequently after every three to five years through bilateral negotiations 
M hcreas in the Central Government revisions took place onl! after 10 to 15 ! ears 
Ths has rcsulted in senous dernoralisation and a sense of grievance is buildins up 
in the employees of the Central Government As Job c\ aluation is not possible and 
as the Gotemment is not committed to implerncnting the 15th 11.C norni. the 
pnnciplc wbch should be evolved by the Fifth ('cntral Pay Commission for fiviiig 
a minimum wage should be based on fair comparisons A comparison with the 
public scctor as on 1 1 94 shows that 1s hile on an a\ eragc in PSUs a pay + DA of 
Rs 2400/- is a\ ailable. in Government this IS Rs I530 only I e a differcntial of 
Rs 870 esisls " In their subsequent letter on 27 2 90. the JCM hrther statcd 
"Sincc thc subrmssion of our memorandum. \\ages have been revised in almost all 
public scctor undcruhngs and inost consen nti\ cl! calculated. the a\ c r a g  increase 
in tlic salarics of PSU crnplo!ccs has bcen to the liinc of I5%, With the addition 
of 1 5'!il. our dciiiand of Rs 24001- as the niiniiiiuiii has bccn raised to Rs 27601- 
(Rs 74OOi- + Rs -360/-) as on I 1 04 " Fiirthcr. oii accoiiiil of an incrcasc on 2 I 'k 



tn the CPI during 1994-1995. an addition of Rs.580 has taken their demand to 
Rs.3340 (24018+360+580). 

Denmiid\ vmde 4 1 29 
hv B/rur/rw 
Rorhvov \iuzdmtr 

Bharatiya Rail\\ ay Mazdoor Sangh have proposed that a family 
for the purposc of computation of the minmuni \vase should be assumed to consist 
or5 consuniption wts Th~s figure is based on the findings of a sunfey conducted 
by Dr S Subramaniam. an eminent statistician. The Sangh has computed the 
minimum bait pay of Rs.2600 at the AICPI of I302 (Base 1960=100) for the 
IOU cst functionaq 

.~lllfgll 

l//IlrdrO h l / L e J l '  4 1 j() 
f : t ~ l / > l ~ l v ~ ~ l ~ \  

All India Rail\\ a!. Emplo!.ees Confederation ha\ e also demanded 
that a fanul! should bc taken 10 consist ot fivc nxnibcrs Tlic Coiimission should 
detmilnc il nccd-bascd nimiiiiuni \\age and inco'pa ate changcs i n  thc food habits 
noticed 0; er tlic tears I t  should include iion-t cgetanan IICillS i n  tlic drct ~ h i c h  
H%T~ left out by th,: Third CPC The! ha\ e denlanded a minimum basic pay of 
Rs.2SW as on September, 1993 for the lonest fuiictioiian 

( ~ ~ I I / c ! d i ' l  i J / l f l l I  

i ~ . ~ / > l ~ c t ~ l l l f ~ l l . ~  11,s 

P ' ~ . ~ ~ ( * ~ ~ ' ~ ' ~ ~  
4 I , j I According to the stud!. conductcd b!' thc National Productivity 
Council the rcspondents sune?cd by them expected thc basic pa!. lo be at least 
Rs.2000. nit11 the maximum espectation being as high as Rs.5000 Ho\veser. the 
mean found to bc Rs.3450 and the maximum nunibcr of rcspondents expected 
the basic pa!' to bc fixed at-Rs.3500. 

41.32 
"living wage" should be made the basis for fixing the niiiiinium salarics 

A l a r g  number of memorandists have desired that the concept of 

THE NATIONAL PRODUnIVITY COUNCIL STUDY ON 
MINIMUM SALARIES 

rile ,vrc stU+ 4 1 3 3 In order to obtain an espert view on the entire Saniut of issues 
c o n n g  the determinaiion of minimum salmes In Government. it was decided 
to commission a study on the subject *ough the National Productivity Coiincil 

41 34 The National Productivih Council has listed the approache: Tor 
the detemiination of minimum wages as those based on the Income Criteria &id 
those based on Consumption Standards The various methods used by NPC are 
detailed belon 

MINIMUM PAY BASED ON NATIONAL INCOME CRITERIA 

Iiw Per ('upitu 
SYP \ler/,od 

( a )  Here the underl? ing assumption is that as thc a\ erage per capita 
N N P  represents the In ing standard of a t>pical Indian. the 
niinimum salaq pa? able to a Central Go\*cmment employee at 
rhc louest lael  should not be louer Prolections of per capital 
NNP haye been made on the basis of post trends for famil! sizcs 
01'3. 3 5 and 4 units 



The Per Capita (b) This method is based on the same considerations as in (I) above. 
Dixposa ble 
litcome Method 

except that as against NNP, "disposable in con^" has been used 
as the norm 

.Y.YJ'-.\ f i b  tint unr 

SRItl~. Rorir, 
(c) This approach assures a fixed ratio of minimiini s a l q  to pcr 

q i t a  inconie. in order to cnsurc that the relatiye position of the 
Government employee vis 6 vis an average citizen remains 
unchansed. For this purpose. the ratio of 29.60 based on I9%(, 
figures has bmii extrapolated to I996 ZGd applied to an annual 
per capita income of Rs.%559.90. 

~ - ~ u l . ~ l ' l l l t  R i ~ b r r l l u  (d) F revious CPCs have arrived at the miniiiiuin reniuneration 
payable to Ihc lowst fiinctionary by addiny Dzanicss Xlloivancc 
and liiterini Reliefs to the bask pay and adjusting the total by.a 
compensation factor. This factor has beeti based on thc increment 
in the rca1 per capita income during the ifitenat bet\vcen two Pay 
Conmissions. Whereas the first three CPCs applicd 5% of the 
basicpa!. as the cornpensation factor. the Fourth CPC adoyed a 
norm of 20% 

l f c 'c l !  fIJ<':;Jlk'' 

( 'rlfCrllJJ: 

' 

NPC has cstmiated that the real per capita incomc gel\  by about 
211% iiuniig the p o d  1986-87 to 1995-96 This has been taken 
as h e  compcnsauon factor for the fixation of the minimum salnn. 
under the Re!ative Real Income Cnterion 

( *f~ll.*l4~llplI, MI 

stmihrdc 'hosed 
011 \:v.s i-lSIlt 
Horctrdt 
c * f> l l .~ l l I~ lp l ;~> l l  

V o n m ~  

(e) The objective here is to arrive at the minimuii salar\. levels that 
will ensure a pre-determined consumption standard for the 
employ& and his fiunily. The fust approach is to use the data of 
the NSS (48th Round). Since the survey was conducted in 1992. 
the :onsumption no- have been adjusted for increments in 
co.mrnption between 1992-93 and 1995-96. 

~ < . J l l S l l l ? l ~ ~ l O l t  (f) Under this criterion. the underhjng consideration is that 
Govemnient bcing a model employer needs tc ensure that thc 
minimum sdiq. paid to the lowst functionan. does not take him 
bclow thc po\cn? line. 

.YIWI J:trA h u s d  
OII Ptm*r& L~IIL, 
. \ ~ J r t I l \  

( *ll~l\lllll/,lloll (8)  Herc the necd-based miniinurn wages based on the diet 
m m z n d c d  by Dr Patwardhan during the Sccond CPC arid by 
ICMR l 9 O K  during the Third CPC have been rutrapo!atcd 

\ttiiidtrrd\ h a r d  
OII ('don* Iiiittke 

Yorm \ 

I MINIMUM PAY BASED ON COMPARABLE WAGES I 
(h) Hew NPC has attempted to use thc monthl\ inconic of 

a@cultural labourers as 3 yardstick for identif- ins thi. ncst bcst 



alternatir c sourcc of income a\ ailable for an unskillcd person 
The monthl) monc!. \\ages hale been computed using the 
standard 23. 23 and 28 working da!s 

( 1 )  Anothcr indicator of the n e u  best alternatn e incoiiie is 
thc niontlil\ salan based on norms acceptcd undcr thc 
hlininiuiii \\'ages Act. 1048 in the fields of construction. 
a~ricultiirc.loadiii~' unloading and mining 

\ l c l l f f ~ l l c f ~ c  \ # i / JA  4 1 .;s 
hcc reel t i c1  ,lcf/crcii/ 

f l l ' ~ l l ~ / ~ ~ l ~  

Thc ligurcs ot'iiiiiiiniiim salan based on the diffcrcnt nicthods as 
calculatcd b! the NPC arc siiniiiiari/cd i n  thc table belo\\ 

SI C ri teri a r.amil\ S l / C  

\ O  Adlilt Consuniption Units 
3 > -' - -  > 4 Ln~pcci1ic.d 



s1 Criteria Fnrnily S i x  
No Adult C'onsurn~tion Urns 

3 3 5  4 Unspccr fied 
-- 

7 
3 .  Con1 m ra ble Wages 

"Excludes HR4 cnicuiated at 7 5 p-1 ceni of'totnl coiistiiiip[im 

(bj B a d  on the ach!al skx of tlic farnd!. of4.X according to the NSS 
t48th Round) for 1992 and the fi-idings of the field suney. the 
NPC study fmds it naxssw. to treat the famil!. size as 4. I'akins 
the iwious approaches mentioned before into account and 
ignoring cstrernc values. the cstirnatcs for minimum salan. \.ar!. 
bcnvccn Rs.2 I90 and Rs 23(J5 Since the data available from 
S S S  (-18th Round) for I092 is thc niost rclinble indicator of thc 
a\ci-agc Ic\d of consumption. the NPC study concludes that a 
minimum salary of Rs.2 190 should be treated as sufficient to 
guarantee average consumption levels in urban areas of the 
coil nt ry 



Go\ cmmcnt is job evaluation Over the years the techniques of 
job c\ aluation have been considerably improted We came 
across the detailed e\ aluation technique c\ oh cd b! the 
Go\~cmnicnt 01' Canada ui order to amvc at t point rating for each 
rob in the Go\cmnient This. houever. presupposes an elaborate 
c\crcisc for nhich tlic Fifth CPC has ncithcr the time nor the 
requisite \\here\\ ithal Wc are scparatcl! suggcsting the setting 
up of a Pcnnanent Pa! Bod!. \\ hich could be charged \\ i th the 
rcsponsibilit) of e\ aluation d c a c h  lob in the Go\ cninicrit on a 
continuing basis Ho\\c\cF, as such data on point ratings 01' 
indi\ idual lobs is not a i  ailable lo us we have to reluctantly 
discard the criterion of job evaluation at the present moment. 

1 # i w L  r w p , i r i w ~ ~ i  ( 1 1 )  Fair comparison 15 anothcr favouritc f'oniiiila that is oftcn 
ad\ ocalzd nith considerable emphasis. espcciall? b\ ~ l i c  staff 
associations While. on the facc of it. this sccnis to be a lair and 
equitablc method of arming at a reasonable figiirc i t  suffers 
from sc\ cral inlirmities 

Data about thc pniate sector IS not a\ailablc: If 
a\nilablc. it is not reliablc Thcrc is no transparenc! 
about the bcncfits recencd b! an cmplo\ec from his 
pri\ate eniplo!er VeF ofien. thcre are hiddcn or 
ciaridestmc methods of compensation hich do not bear 
scniun! On the negatne side. the einplo! c'c has no lob 
sccurit?. no assured career prosrcssioii and no post- 
rcI iiement benefits 

The position of the public sectcr is also drff'crenr 
Einplo!ees in the public sector are engilged In 
commercial or produciion actn ~ties. 11 itli  the prinian 
purpose of earning a profit on the rn\'estment Withiii 
the Go\emment. profit-making often takes second place 
and priniac! is accorded instead to the pro\ ision of a 
sen ice to t !x  people The hours of \\orl, the anibmice 
of the uork-place. the \vork-culture ctc are quite at 
\ anance Wages in the public sector arc settled through 
collectn e bargaining mcchanisms \\ hlc  thc 
d eo\emmental salarics are dwdcd through w3riis of Pa\ 
Coiiimissions 

People trhojoui the Goicmient !me a ciiffcrcnt cuiturnl 
cthos Thq \ aluc secunh more than opponunit! . status 
iiiore than nionc? . scn icc niorc than coniniercc and 
t l i g i i t ?  niorc than a fast trach Thcrc arc iin~sible 
pcrquisitcs and compensations i n  Go\ crniiiciit sen ice 
;\hich do not cam a pricc tag 

E\,en so. i t  i s  considered expedient to keep the 
salaries prevalent in the private and public sectors in 
\ , i em.  while fixing the salaries o l  G'overnntent 



employees.. We would like to concede a relativity, 
but not a parity as between these sectors. 

~ f ~ @ l e m P k ~ r  (iii) The Government's role as a model or enlightened employer is self- 
evident and does not need to be proved The fact that therc has been a 
53% increase in the real earning of a peon in the last 77 ?ears with 1949 
as base is a clear indication of Government poliq The reduction of the 
post-ta. minimum-maximum ratio from the pre- 1947 level of I . 4  I to I 
. 6 111 1996 is positive proof of Goi.emment's intentions ,The fact that the 
lowv~err.himents in Go\emnient are noticeably tugher than the poverty 
line. the minimum \\aye. the agricultural \\age. the lo\\est szlaries in the 
private sector. or the salanes based on consumption norms as uorked out 
by the NPC is a i s ~  a pointer in the same'direction 

(iv) We nould Iikc lo approach the question of niininiuni salaries in 
Go\.emmeiit b!. a multi-pronged strateg . as under 

we do not q e e  with the NPC findiy that a norm of 4 
consumption units should be adopted for the person 
joining Government smice  The sample size taken by 
thcm IS too small to \pield relialk data for the entire 
population Our general impression is that the average 
a~ at en@ is around 22 years With the break-up of the 
pint family system. increase in the age of marriage and 
practising of the small famil! norm. the average 
number of consumption units at  age of entry cannot 
be taken as more than three 

Taking 3'consumption units. we find that the figures 
wo-rkcd out by the NPC on the basis of consumption 
standards range from Rs. 1016 to Rs. 1642. These are 
lower than the esisting emoluments drawn by these 
categones. 

The Per Capita NNP and Per Capita DuyosaMe Income 
Methods yield iigures ranging between Rs. 1783 and 
Rs 2 156. while the constant Relative lncome Criterion 
given an amount of Fk 2248 

We would like to adopt'a modified version of the 
Constant Retative Income Criterion as possibl! the 
rmt equitable norm. both from the point of vie\\ of the 
cmplo\ee as \\ell as the Government Taking Rs 750 as 
tlic basic pa! fixed in 1986. and dearness allouance of 
Rs 1 I10 as on 1 1 96 we may adopt a compensation 
factor of 30.9% (See Annexe-41 5 )  as being the 
increase in the per capita net national product during 
the period 1986-1995 This comes to Rs 574 74 

- When it is added to the existing basic pay (Rs.750) 
and dearness allowance as  on 1.1.96 (Rs.1110). the 
total works out as Rs.2434.75. This figure could be 



rounded off to Rs.2440, which would also incidentally 
m a n  more than a threefold jump in the basic pay from 
Rs 750 to Rs 2440 The tntenm reliefs of Rs 200 paid 
so far to the lowest functionac would naturall? be 
subsumed uithin the above mentioned figurc 

F1 N ANCI A L I M PL I C.4T I 0  NS 

41 38 It IS csiimatcd that the above proposal would mean an 
additional financial oiltgo to the tune of Rs. 294.1 crores (Scc Aimcse-4 I 6) 
el  en'  !.ear. takm_e cii ilian and dcfcncc cniplo!ces together 

I CONCLUSION I 
4 1.39 Taking into acwuiit thc espectations of thc ciiipIo!ccs. tlic amount 
suggested by us may appear 19 be sonnvhat madequate. However. we have to take 
the Government's capacit!, to pa!* into account while making our rcconimendakions. 
Group D employees constitute 41% of the total work forcc in the Centrid 
Government. It is well know !hat any increase in the basic pa!. of thz lowest 
functionaries has il ripplc etTcct on the entire s a l q  structure. A rough estimate 
shows that an mcrcasc or Rs 100 in the minimum basic pay involves a massive 
overall financial implication of around Rs. 1000 crores. It would. therefore. be 
correct to say that even if thz employees had a good case for a further increase in 
their emolumpus. the govcnuiient could ill afford the same. Association leaders 
should also weigh and consider the complete package of  benefits that have 
been recommended by this Commission. Consideration of just the minimum 
salay out of context would not be a fair approach to the problem. 



Annexe 41.1  

Minimum Wage fo r  Lowest Unskilled Worker at Recruitment 
Level in Different Public Sector gndertakings as on 
1.1.1995 * 

6 .  Sharat Yantra Nigam Ltd. 2,743 
7-. Bongaigaon Refinery and Petro Chemica-1s Ltd. 2,702 
8. Cement Corporation oftIndia Ltd. 2,581 
9. Cochia Shipyard 1,td. 2 , ? 3 5  
10. Dredging Corporation of India Ltd. 2,694 

11. Delhi Transport Corporation Ltd. 
i2. Engineers India Ltd. 
13. Fertiliser Corporation of India Ltd. 
14. Fcrro Scrap Nigam Ltd. 
15. Food Corporation of India Ltd. 

1 , 744 
2,810 
2,723 

2,714 
2 764 

16. Garden Reach Ship Builders & Engineers Ltd. 2,640 
17. Hindustan Aeronautics Ltd. 2,460 
18. Hindustan Fertilisers Corporation Ltd. 2,729 
19. Hindustan Shipyard Ltd. 2,823 
20. Indian Telephone Industries 2,902 

21. Life Insurance Corporatior! of India 
22. Mang'anese Ore (India) Ltd. 
23.  Mica Trading Corporation of India Ltd. 
24. Mineral Exploration Corporation Ltd. 
25. National Industrial Development Corporation 

1 , 907 
2,370 
2,761 
2,761 
2 , 5 0 9  

26. National Seeds Corpwation Ltd. 2,581 
27. Projects & Equipment Corporation of India Ltd. 2,511 

4 2 4  



Annexe 41.2 

Pay S c a l e s  of lowest F u n c t i o n a r i e s  and S a l a r y  a t  t h e  Minimum 
of t h e  S c a l e  f o r  s e l e c t e d  P u b l i c  S e c t o r  Under t ak ings  

1. 
2. 
3. 
4. 
5. 

6. 
7. 
8. 
9. 

10. 

11. 
i2. 
13. 
14. 
15. 

16. 
17. 
18. 
19. 
20. 

21. 
22. 
23. 
24. 
25. 

26. 
27. 

Feriro S c a r p  N i g a m  L t d .  1350-1680 
Garden Reach S h i p  B u i l d e r s  & E n g i n e e r s  Ltd .  1100-1490 
Dredging C o r p o r a t i o n  o f  India  L t d .  1320-1750 
Engfineers I n d i a  L t d .  2100-3020 
Manganese Ore I n d i a  L t a .  1060-1507 

Bhara t -  Aluminium C o .  L t d .  1350-1650 
India A d d i t i e s  L t d .  1075-1305 
B h a r a t  Heavy-Electr icals  Ltd.  1096-1487 
I n d i a n  Railway C o n s t r u c t i o n  Corpn. L td .  650- 905 
M i c a  T r a d i n g  C o r p o r a t i o n  of I n d i a  L td .  1350-1615 

L i f e  I n s u r a n c e  C o r p o r a t i o n  of I n d i a  L t d .  815-1520 
Bongaigaon R e f i n e r y  And P e t r o c h e m i c a l s  L td .  1040-1665 
NatjLonal S e e d s  Corporax ion  L t d .  1035-1345 
ProI jec t  & Equipment Corporation L t d .  1100-1170 
N a t i o n a l  T e x t i l e s  C o r p o r a t i o n  L t d .  

Bhairat Yan t ra  N i g a m  L t d .  
Cement C o r p o r a t i o n  o f  Ind ia  L t d .  
H indus tan  Aeronagt i  cs L t d .  
H indus tan  S a l t  L t d .  
H indus tan  S h i p y a r d  L td .  

1112-1412 
1035-1345 
1880 
750- 950 
1400-1760 

Food Corporation o f  I n d i a  L t d .  800- 1150 
I n s t r u m e n t a t i o n  L t d .  1107-1507 
H i n d u s t a n  F e r t i l i z e r  Corporation L td .  1100-1400 

Bhaxat  E lec t ron ic s  L td .  1880 
I n d i a n  Te lephone  I n d u s t r i e s  Ltd.  2100 

Nati.ona1 I n d u s t r i a l  Development C o r p o r a t i o n  1065-1415 
Andaman & Nicobar I s l a n d s  F o r e s t s  & P l a n t a t i o n  1035-1345 
Corporat ion L t d .  

2,763.50 
2,639.70 
2,649.00 
2,.810.00 
2,400.00 

2,714.00 
2,468.70 
2,758.60 
2,0S3.70 
2,761.00 

1 , 9G7.00 
2,702.50 
2 , 580.30 
2,511.30 
1 , 605.00 

2,743.0.0 
, 580.60 f ,540.00 

1,888 .OO 
2,822.70 

1 , 800.00 
2,833.10. 
2,729.30 
2,902.00 
2,592.00 

2 , 509.00 
2,580.30 

Note:  S a l a r y  i n c l u d e s  Pay,  Average Fixed DA and Variable DA 

: 425 : 



Annexe 41.3 

Minimum Wages for lowest unskilled worker at 
Recruitment Level in Public Sector Undertakings 
and Central Government Establishments ....................................................... 

All India Consumer Price Index 1240  
(Base 1960=100)  

6. Hindustan Aeronautics Ltd. 
7. Bharac Electronics Ltd. 
8 .  Hindustan Machine Tools 
9. Hindustan Capper Ltd. 
10. -National Thermal Power Corpn. 

11. Central Electronics Ltd. 
12. iqeyveli Lignite Corporation 
13. 3harat Heavy Electricals Ltd. 
14. Bindustan Cables Ltd. 
15 .  :?ort and Docks 

16. l?ertilisers and Chemicals 
17. Fertiliser Industry 
18. Coal Industry 
19. Oil & Natural Gas Commission 
20 .  Indian Oil Corporation 
21. Steel Industry 

2,398 
2 ,398 
2 , 398 
2 ,391 
2 ,399 

2,398 
2,399 
2 ,399 
2 , 3 9 1  
2,378 

2 ,354  
2,311 
2,277 
2 ,254  
2 , 2 7 8  
2 , 4 1 0  

22. Average 2 , 4 0 6  

23. Central Government 1 , 5 3 0  

24. Difference 8 7 0  

Note: Interim Relief of Rs.100/- has not been included 
in the above figures for Central Govt. Employees 
as the same is also not included in the Public 
Sector. The Interim Relief in Public Sector has 
been granted in many cases and in some of the 
cases same is under discussion. In any case the 
amount there in is also Rs.100/- and above. 

....................................................... 

....................................................... 
===============s======================================= 

Source: Memorandum of the J.C.M. 



Annexe 41.4 

1. Andhra Pradesh 1375-2375 

2. Arunachal Pradesh 750 - 950 
3 .  Assam 900 -1435 

4. Goa 775 -1025 

5. Gujarat 750-940 

6 .  Haryana 

7. Himachal Pradesh 

7.50 - 940 
+Rs 30 spl. 

Pay 

750 -1350 
start at 
770 

'8. Jammu & kashmir 750 -940 

9. Karnataka 
10. Madhya Pradesh 
11. Maharashtra 
12. Manipur 

13. Meghalaya 
14. Mizoram 
15. Orissa 
16. Rajasthan 

17. Sikkim 
18. Tamilnadu 
19.  Tripura 
20. Uttar Pradesh 
21 .  West Bengal 

840 -1340 
750 -945 
750 -940 
750 -940 

820 -1175 
800 -1150 
750 -940 
750 -940 

800 -1060 
750 -945 
775-1130 
750 -940 
800 -1265 



Annexe 41.5 

P e r c e n t a g e  i n c r e a s e  i n  P e r  Cap i t a  
N e t  N a t i o n a l  P r o d u c t  a t  f a c t o r  cost. 

1 1986-87 

3 1988-83 
4 igag-go 

2 1987 -88 

5 1990-91 
6 ,1941-92 
7 1952-33 
8 1993-94 
9 i994-95 

P e r c e n t  i n c r e a s e  
i n  1994-95 over 
iga6-87 

1,871 
1,901 
2,059 
2,157 
2,222 
2,175 
2,239 
2,292 
2,449 

30.9 ---- 



Annexe 41.6 

1. Total Employees (Lakhs) 
in the Scale of 
Rs. 750-940 

(i) Civil 

(ii) Defence Forces 

2. Emoluments (Rs./Mcnth) 
A. Present ---------- 
(i) Basic (Minimum) 

5.66 

0.79 

7 5 0  

(ii) Dearness Allowance 
as on 1.1.96 @ 148% 1110 

(iii) Interim Relief 
two instalments 
@ Rs l o o / -  each 

A. Total 

B. Proposed 

C. Additional (B-A) 

200 

2060 ---- 
2440 ---- 
380 --- 

3. Total Additional Financial 
Implication Rs crores/Year 294.1 

: 4 i g :  



I BACKGROUND 1 
Sipr/icancc of 42.1 Having fixedthe minimum salary III Government, we move to the 

other end of the spechm~. By the term "maximum salary", we imply the salary of 
the Wor most civil servants. The pay alid allowances of these top functionaries 
constitutes a bny, almost invisible, Cractior, of the total expenditure on government 
salaries. Yet, in sped of its budgetary insignificance, the way the officials at the 
summit of Governmmt are rewarded is of critical importance as it determines the 
kind of people who join Government, the way they pform their task and the 
efficiency with which public administration is run. 

Maximrrm Sdmy 

The potentral 42.2 The prpcess of arriving at maximum salary is attecded by a host 
con-!icfiinf;xin~ of special dificu~tics. mere is the potential codict arising out of the top 

bureaucrat's simultaneous role as that of an employer, where he is aiming at 
minimizing salary costs and his role as an employee where his natural inclination 
wvodi be for a hike in salaries. There is the short term concern with cutting costs 
and showing c x e m p l q  restraint and the long-term concern for avoiding the 
tendaacy towards questionable methods of income supplementation. There is the 
larger issue of whether the pay structure at the top should be performance-related 
a$ dictated by the "principal agent" rodzl of public senice management. There are 
also Selhtivitics to be maintained with respect to the salaries of elected politicians, 
constitutional authorities and thc like 

the moximum 
salary 

Other issues 42.3 Within the institutional constraints mentioned above there are 
some other questions which need to be resolved. These are the issues of erosion 
of real income at the hghest levcl. prc tax and post-tax disparity ratios, 
comparisons with the private and public sectors, quality of recruits, proliferation 
of number of posts etc. These questions have bccn dealt with at great length by the 
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previous Pay Commissions and pay fixation at the highest levels has been based 
on one or all of these considerations. 

RECOMMENDATIONS OF THE PREVIOUS PAY COMMISSIONS 

Views 6, 
previou 
Cornmi. 

42 4 Tbc predominant issues confronting the first three Pay 
Commissions on the subject of maximum salary were entirely different from those 
before the fourth. While the overriding concern of the former was whether the 
maximum salary in Government should be reduced in view of the inordinately high 
dspariyi-atio, the Fourth CPC had to address itself to the widening gap between 
the salaries of top executives in the private and Government sectors. 

I'iens c?/the Firs1 42.5 
CPC 

The prevailing public opinion at the time the First CPC wes set 
up was that salaries of senior functionaries in Government were too high and 
needed to be cut down drastically. It was believed that high scales of pay in Indian 
public service had been respoiisible for diverting the attention of brilliant young 
men h m  other fields andcotrwntrating it on Government service. The First CPC 
therefore felt that Rs.2000 per month-should be the maximum salary for public 
servants, but for the highest posts such as Secretaries to Government of Inha, 
Members of Railway Board, Members of the Union Public Service Commission, 
General Managers &Railways and Ambassadors, salaries of Rs.2250, Rs.2500, 
Rs.2750and Rs.3000 would be suitable. No deamess allowance was admissible 
to ' h s  category of employees. While the ICS and pre-193 I officers were entitled 
to Rs.4000 when appointed to posts of Secretary and Rs.3500 when appointed to 
posts of Additional Secretaxy, with the implementation of the First CPC's report, 
a ceiling of Rs.3000 per month was made applicable to the highest appointments 
of Cabinet Secretary, Secretaries to the Government of India and the Chefs of 
Sm. But this duction in the highest salary did not have any visible impact as 
most top posts were a that time held by officers of the Indian Civil Service or pre- 
193 1 entrants to superior services. In the 4nriy, the reductions did not affect the 
Kmg's Commissioned Officers who were holding most of the higher ranks at that 
time. 

Views ofthe 42.6 
Second cp% 

The Second CPC examined the subject of highest salary in 
considerable detail and &a going into issues pertaining to erosion of real incomes 
at the highest level, disparity ratio, quality of recruits and comparable salaries in 
the private sector recommended no changes. Thus a non-ICS Secretary came to 
draw a salary of RS.3000 per mensem. 

42.7 The highest salary remained unchanged till the year 1965 when 
the salary of a Secretary was raised from Rs.3000 to Rs.3500 even before the 
setting up of the Third CPC. The salaries of the Additional Secretary and Joint 
Secretary were raised from Rs.2750 and Rs.2250 to Rs.3000 and iXs.2500- 125- 
2750 respectively. These sudden increases in salaries at the highest levels were 
necessitated by the steady fall in the number of candidates appearing before the 
UPSC, rising consumer price indices and salaries in the private sector and a 
disparity ratio of 19.2 in 1965 which had comc down from the level of 257 in 
1939-40. 
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Views of the 42.8 
Thir&CPC 

The Third CPC keeping in view the social desirability of reducing 
disparities in the levels of income and that this reduction had to be broudt about 
consistently with due requirements of efficiency in public service, recommended 
that no change be made in the maximum salary of Rs.3500. 

Views ofthe 42 9 The Fourth CPC d d  r\ot examme the issue of rnmmum salary as 
such It however, recommended a replacement scale of Rs 8000 for Secretanes to 
the Government of India The Cabinet Secretary who was earlier in the scale of 
Rs 3500 was upgraded and given a replacement scale of Rs 9000, in vie\\ of his 
v e n  important role of coordinator at the inter-ministerial le\ el 

cpc 

We now briefly touch upon the trends in the levels of pre-tax 
emoluments, post-tax emoluments, All India Consumer Price Index and Real 
Earmngs of Secretaries for the period 1949 to 1996 Thesc are summarized in the 
table given below 

The erosion in the 
real Income of 
Secretaries since 

42 10 

I949 

Trends in the Emoluments of Secretaries to Govenunent of India, 1949-1996 

(Emoluments in Rs.) 
1949 1959 1.9.65 1.1.70 1.i.73 1.1.86 6.1.96 

-60 

Emol- 3000 3000 3500 
uments* 
(Pre-t ax) 

--do-- 2263 2251 2422 
(Post tax) 

Index 100 100 117 
of 
Emoluments 
(pre- tax) 

--do-- 100 101 107 
(Post tax) 

AICPI** 100 124 163 

Real 100 81 72 
earnings 
Index 
fvre-tax 

3500 

23 99 

117 

106 

21 1 

55 

3500 

233 1 

117 

103 

252 

46 

8000 

5896 

267 

26 1 

754 

35 

16580 

12,615 

553 

557 

1874 

29 
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(Emoluments in Rs.) 
1949 1959 1.9.65 1.1.70 1.1.73 1.1.86 1.1.96 

-60 

-do- 100 81 66 50 41 35 30 
(Post tax) 

* Includes Dearness Allowance, Dearness Pay and lnterim Relief 
** Base 1949 = 100 

42.11 The above table reveals the following- 

1) During the period 1949- 1996, the pre-tax emoiumenls of a 
Secretary to the Government of India increased 5.53 times from 
Rs.3,OOO to Rs. 16.580. 

ii) During the same period, the AICPI increased by as much as 
18.74. 

iii) Thus there was an erosion of 71% in the real earnings of 
Secretaries Tlus m y  be compared to the increase of 53% in the 
real income of a peon over the same period (See paras 4 1.17 and 
4 1.1 8). 

I DISPARITY RATIO: THE TREND I 
Cechning 42 12 We turn next to the behaylour of the maximum-minimum 

disparity ratios. The trend ofpre-tax and post-tax disparity ratios over the 
years has been summarized in the table gwen below:- 

Trend of Disparity ratios, 1948- 1996 

bfaxinrum 
Mhirnum 
Disparity Ratio 

(Emoluments in Rs.) 
1948 1949 1359- 1/9/65 1/1/70 1/1/73 1/1/86 1/1/96 

1960 
Maxi- 3000 3000 3000 3500 3500 3500 8000 16580 
mum 
Sala- 

(Pre- 
Tax) 

n (Rs.)* 

Maxi- 2263 2263 2281 2422 2399 2331 5896 12635 
mum 
Salary (Rs.) 
(post-tax) 

 MI^- 55 65 80 I03 141 I96 750 2060 
mum 
Salan* 
(Rs.) 
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Trend of Disparity ratios, 1948- 1996 (Emoluments in‘ Rs. ) 
1948 1949 1959- 1/9/65 1/1/70 1/1/73 1/1/86 1/1/96 

1960 

Pre- 545 46.2 375 34.0 24 8 17.9 10 7 8 0  
tas 
Dispari t?’ 
Ratios 

Post- 41 0 348 285 23 5 1 7 0  I19  7 9  6 1  
tax 
Disparit?. 
Ratios 
* lncludcs Dcamess Allowance. Dcarncss Pa! and Interim Rclief 

42.13 The a b o x  table revcals the following:- 

1) During the pcriod 1938- 1996. the minimum s a l q  of the lowest 
Go\.ernment emplo\.ee rosc frcni Rs.55 to Rs.2,060 

1 1 )  During the samc period. the pre-tas masimum saIaF rosc from 
Rs 3.000 to Rs 16.580. while the post-tax sat? rosc from 
Rs.2.263 to RS 12.6 15 

111)  The disparity ratio between the maximum pre-tax 
remuneration and the minirLium went down progressivcly 
from 545 (1948) tG 46 2 (i949i. 37.5 (1959), 34 0 (1965). 24 8 
(1970). 10 7 (1986) and 8.0 (1996) 

iv)  The post-tax disparity ratio came down even more 
drastically from 41.0 (1948) to 6.1 (1996). The post-tas ratios 
were naturdly lower than the pre-tax over because of progressivc 
rates oftaxation 

42.14 The falling disparity ratio was the resicit of a deliberate polic!. 
followed b?. successive Commissions. This was probably in tune with the general 
upsurge of socialist ideas in the economic field. The ratios did not remain constant 
c\.en in the intervening pericd bet\veen t\vo consecutive Pay Commissions. Thus 
thc pre-tax ratio slipped from 10 7 (1986) to 8.0 (1996). This phenorncnon is 
csplained b!. the prevailing practicc of offering oniy partial .neutralization for 
increased cost or living at thc higher Ic\cls. while there is complete neutralization 
at the lo\ver levels. 

IJw r C J l l l /  42 15 
L l ~ l f ~ / l l l l l ‘ ~ l l ~ ~  rJf 

At prcsent. a Sccrctan leiel officer drans total cmolumcnrs of 
Rs 16.580 consisting of a fiwd basic pa! of Rs 8000. ii Dcarncss .-\llo\\ancc of 
Ks 7.680 ( u 96% of basic pa! ) and tuo intcnrn rclxfs of Rs 100 and Rs 800 The 
C‘abinct Sccrctq.  drans total cmolunicnts of Rs 18.640 consisting o f 3  f i x d  basic 

‘ rcc rcmn .I i i d  

~ r h c i i ~ ~ i  S ,  r r ~ ’ i c i r ~  



pa! of Rs 9OOU. a Dearness Allowance of Rs 8,640 and tho interim reliefs of 
Rs 100 and Rs 900 respectively 

42 I6 As per the information collcctcd by the Commssron, there were 
on 1 1 95, 1 1 filled civilian posts in the scale of Rs.9000 fixed, 170 posts in the 
scale of Rs 8000 fixed, 7 posts m the scale of Rs 7600-8000,2 1 posts in the scale 
of Rs.7600 fLved, 5 1 posts in thescale of k.7300-8000 and 466 posts in the scale 
of 7300-7600 

EXPECTATIONS OF THE CENTRAL GOVERNMENT 
EMPLOYEES 

7%e demands 42 1 7 The demands for maximum salary as voiced by the various 
Associauons range between Rs.37,OOO and Rs. 1 ,OO,OOO. The IAS Association has 
requested for a replacement scale of R~.37,0OO-39,000 for the Secretary, the Indian 
Foreign Service has suggested Rs.60,OOO for the Foreign Secretaxy and the lndian 
Revenue Service has demanded Rs.40,OOO for the Chairman CBDT. The CPWD 
engineers have asked for a maximum salary of Rs 65,000 and NIC employees 
R s  1 .00.000 for their Director General. 

made b-v 
memorondub 

42 18 . These demand for increased salaries have beem made in the 
contest of the removal of ceilings on the salaries in the private sector and ?he 
consequent sky rocketing of salaries in all the segments of tke economy. The 
clamour for external comparisons prompted us to commission a study for 
companng salanes in the Government with those in the pnvate and public sectdrs, 
and accordingly a study was awarded to MDI 

1 COMPARISON WITH THE PRIVATE SECTOR 11 
Higher 2 19 The study carried out by MDI on comparisons with the Private 
miohmerris and 
p r r h  it1 the Sector niakes thc following obsenations . 
private seclor at 
;he senior most 
levels compared 
10 the Ciovt 

1) The average pay, including DA & CCA. of a Chief Executive in 

a private sector organisation is Rs 23.303 in comparison to 
Rs 16,580 paid to a Secretary in the Government of India Thus 
a CEO in the private sector gets a pay packet which is nearly 
50% higher than his counter parts in PSUs and Government 
When compared with large private sector enterprises this 
difference is as high as 80 pcrccnt 

11) In addition to the salary, a CEO in a private sector 
enterprise draws an average Derfnrmance-related incentive 
pay ofRs.14,752 which work out to 65% of the basic salary. 
His counterparts in Government do not get anything on this 
account. While a CEO in the privatc scctor enjoys a littlc n~ore 
than his salary in the form of housing and car benefits, his 
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couriterparts m Government and PSUs also enjoy housing and car 
bcncfits but not of commensuratc value. 

iii) In addition, a CEO in the private sector draws sundry 
allowances for club memberships, credit cards. scmices and 
”..* 7 r n p y l l p ~ .  &.-”-‘;” .,..--ucau I-- .,Ll . U.rla. - -a -  bLb -.- . ; > i d ~  arc not availablc in 

Go\ cmmcnt In privatc scctor, CEOs arc incrcasingl\ beins 
given supcrannuation bcncfits which are signi ficantl? bcttcr thnii 
pcnslon cntitlcnicnts available to Sccrctarics in thc Go! crnincnt 
of India As a rcsult of the ab0i.e. while the average cost of a 
CEO to a Private Sector Company works out to Rs.l,02,255 
per month, the average cost of a Secretary to the 
Government o f  India works out to only Rs.44,817 

IV) Whilc the annual increase in compcnsation i n  thc casc of a 
Secrctac to thc Govcmment of India is in thc rangc of 8-9(%. the 
annual increase in compensation of a CEO in a private sector 
enterprise i s  30 to 35% It can rcasonabl! bc coiicludcd that if  

this trcnd continues, the gap betnccn thc compcnsation paid to 
pnvatc scctor CEOs and Secretaries to thc Go\cmmcnt of India 
is Iihcl! to increase dramaticall! 

42.20 Whilc a dificrcntial betwen the pri\atc and public sectors al\va!.s 
did exist, the magnitudc of thc \,ariation now obsen,ed is largcl!- attributsblc to thc 
removal of the ceilings on privatc sector salaries. Thc ceiling on the rcmuiicration 
of managerial perscnnel in the prime sector was raised substantiall! on 14th J u l ~ ~ ~  
1993 and relased complctcly for profit-making companics on I st February 1994. 
Ths was done in the contcst of the philosophy of libcralisation and globalisation. 

42.21 All rcstrictions on the nature and quantum of rcmuneration 
payable by a profitablc company were withdrawn from 1.2.94: as long as 
remuneration paid to the inanagerial personnel during an!‘ financial !.car did not 
exceed 5% or 10% of its profits. Companies without an?. nct profits or with 
inadequate profits werc allo\vcd to pay remuncration ranging from Rs.40,000 to 
Rs.87,500 p.m., dcpending on the cffective capital of the Cornpan!,. In the case of 
loss-making companics also, the above limits were trcatcd as the minimum 
rcmuneration payablc to individual managerial persons without Ccntral 
Govcmment appro\.al. Thcsc limits can be Ivaivcd in ccrtnin C ~ S C S  \ \ i t t i  Ccntral 
Govcmmcnt appro\.al. 

I COMPARISONS WITtl PUBLIC SECTOR I 
fiiglirr 42.22 As pcr thc hlDl study, a CEO in a Schedule A Public Sector 

organisation on an ai’crngc draws about Rs.16.200 (including Basic + DA + 
C C A )  in comparison to thc Rs 16,580 drawn by a Sccrctan. to Got-criimcnt of 

c,,, ,l ,~,,, .e,~~ ,,, ,jte inda. The CEOs m PSUs Iikc thc Secretary to thc Go\cmnicnt of India do not gct 
( ; f / l . /  any incentive pa!’. Thc!.. ho\vcverl draw sundry allowances for club 

membership, credit cards, guest entertainment, etc.. which arc not availablc to 
a Sccrctaq, to Go\~cmiiiciit of India It  has bccn rcportcd that at thc scnior 
managcmcrlt Ic\.cls i n  I ’S l i s .  sc\,crnl facilitics arc pro\,idcd \\ hich ma!. bc trcatcd 
as pcrquisitcs., f.-or csamplc. ;I scntn’ is proi.1dc-d at tlic rcsidcticc of a Scnior 

~ ~ l J l f ~ / l ~ l l l l ~ l l ~ . \  t i l l t i  

perk.< IJ I  I i i c  

prrhlic ,wcfor 



Esccutivc for 24 hours aiid hc performs tasks other than mcrcly guarding a house. 
In PSUs this does not constitute a part of thc compensation package but gets 
accounted as organizational expenditure. The entertainment budget in PSUs is 
rather liberal and it is suficient for the Chief Executive to ccrtify that these were 
business dc\dopmcnt cspmses in order to claim reimbursement. If all such factors 
are taken into account the disparities between the compensation packages of 
executives in Public Sector Undertakings and Secretaries to Government of India 
turn out to be wide. The study reports that while the cost to company of a CEO 
in a Public Sector Schedule of Company may be as high as Rs.57.262 per 
month, a Secretary to Government of India costs Rs.44,817 per month. 

I INTERNATIONAL COMPAlUSONS OF MAXIMUM SALARY I 
42.23 In order to take into account the experience of other countries in 
respect of fisation of maximum salary, the Commission sent out questionnaires to 
27 countries Information was elicited on questions such as maximum salary, 
maximum minimum ratios, number of pay scales, size of bureaucracy, etc. The 
information received on maximum-minimum ratio is listed below:- 

countq 

Malaysia 
Sweden 
France 
Indonesia 
Australia 
China 
Thai 1 and 
Hongkong 

- Ratio 

3.0 
4.0 
6.6 
6.9 
7.7 
8.0 
9.0 
40.0 

I t  is obsemd that the disparity ratio ranges between 3 in Malaysia and 40 in 
Hongkong. 

42.24 An OECD study on the salaries of senior functionaries has 
reported that Japan. UK and Canada reward their senior civil servants better than 
Germany, USA, the Netherlands, Ireland, Australia, France, Finland and Sweden. 
While the real incomes of senior civil servants rose in thc range of 20 to 40% 
between 1980 and 1990 in the case of Japan. UK, Canada, Ireland, Finland, 
Sweden and US i t  fell in the case of Germany, the Netherlands, Australia and 
France. hfferentials bctween the senior and lower grades are clearly compressed 
in the case of Canada, Australia. France, Germany, the Netherlands, UK and US. 
Also substanttal remuneration discounts for public service vis a vis private service 
exist in countries like France, Germany and the United Kingdom 

42.25 A word of caution may be added here, however. In practice i t  is 
diff;.--!t to present cross-national comparisons reliabiy. because of the probiems 
of matching grades and levels across countries and differing pay definitions. 
Further, cross-national comparisons need to be interpreted with care as they could 
reflect a range of factors such as the size of the civil service, the extent to which 
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senior civil senants are able to take up well-paid positions in the private sector 
whether they work in capital cities etc. 

Salwie,  t 7 d  42.26 

tion .rli*c.rcd 
c f w ~ r u t l ~ , l ~ ~ ~  
FJUU ~ ~ W J W : ( J  

We also dccidcd to csamine thc compensation sttuclure of other 
senior functionaries in Government such as the President, Pr im Minister, 
Mkiistcrs, Chaitman Rajya Sabha, Speaker Lok Sabha, Leader of Opposition. 
Mcmbws of Parliament, Chicf Justice and Judgcs of the Supreme Ccurt af I:idlil 

arid thc High Courts, thc Comptroller and Auditor -General, thc Chief Elcction 
Coniniissioner etc. 

&drown by 
rhc elc.credotid 

42.27 
to the above dignitaries arc given in Annex 42.1 and 42.2. 

The dctails of salary. allo\vances, pension and facilitics admissible 

We observe thc following:- 

1) Amongst the constitutional functionaries the Presidcnt d r a w  thc 
highest sala?. of Rs.20,OOO per month. He is followcd b!! thc 
L%ef Justice of the Supreme Court of India, who draws a salar) 
of Rs.lQ,OQO oer month. The CEC, CAG, the Chief Justices of 
High Court and the Judges of the Supreme Court of India draw a 
salary of R d O O O  fixed. The revision of pay for the Sccretary to 
Government of India will call for necessary adjustments in the 
scales of thesc functionaries. 

ii) The da r t e s  of the elected constitutional functionaries are found 
to be more modest than those of the non-elected constitutional 
functionaries. 

iii) These functionaries are entitled to several allowances such as 
daily allowance, sumptuary allowance, constituency allowance. 
The highest rates of daily allowance vary from Rs.400 pcr day in 
expensive cities to Rs.250 per day in ordinary cities and is 
payable to the Chief Justice and Judges Supreme Court and High 
Courts. The elected representatives get a more modcst daily 
allowance of Rs.200 per day. The sumptuary alloivancc rangcs 
from Rs.4000 for the Chief Justice of the Suprcmc Court to 
Rs.2000 per month for the Judge of a High Court Sumptuary 
allowance available to elected representatives rangcs from 
Rs. 1500 p a  month for the Prime Minister to Rs.300 for a Dcputy 
Minister. A constituency allowance of Rs.3000 per month is 
payable to thc electcd representatives. 

iv) The senior most appointments in the Judiciary arc cntttlcd to rent 
free ammmodatton or HRA @ Rs.3000 per month. Furnishing 
limits range from Rs.2,50,000 for the Chief Justici: of Suprcrnc 
Court to Rs. 1 ..CO.OOO for the Judgc of a High Court Watcr and 
electricity J fFcc for thc Chicf Justice and Judgcs of Suprcmc 
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Court while somc limits havc been imposcd for the High Court 
hdgcs. MPs have a libcral dispensation in rcspect of water and 
clcctricity charges, free telephone calk and travel. 

42 28 In our country the salaries of elccted representatives and 
constitutional authorities are not formally linked to senior civil service grades, as 
is thc case in Singapore or as was the case in United States traditionally. Where 
the clcctcd representatives' salaries are linked to senior civil service, the pay 
fisation cscrcisc for civil servants inevitably becomes a part of the debate about 
clcctcd rcprcscntatives' own salaries. 

RATIONAL CRITERIA FOR FIXATION OF MAXIMUM 
SALARIES 

42.29 The approach of fixing maximum salaries on the basis of a pre- 
determincu mmunum-maximum disparity ratio has been widely criticized as being 
at best ad hoc and arbitrary. Neither does such an approach reflect the true 
requircmcnts and expectations of the senior functionaries not does it bear any 
relation to their functional r&ponsibilities. While a need-based norm exists for 
bench-marking the minimum salary no comparable norms appear to have been 
evolved for bench-marking the salaries of senior functionaries in Govemment. in 
view of the diversity of opinions and expectations on the subject of maximum 
salay,  the range of differentials and the institutionai constraints involved, the 
Commission decided to engage an independent professional body viz. the 
Indian Institute of Public Administration to suggest a scientific and rational 
formula for pay fixation for senior functionaries in Government. 

Tlle/indtngso/ 42 30 
the studv 
conduered by 
IIP. 1 

The study conducted by IIPA. which is based on an opinion 
sun.c\.. sccks to quantify the "reasonable requirements and the realistic 
espectations" of the senior most functionaries in Government and thereby offers 
a bcnch-mark for fixing their salaries The study concludes as follows:- 

1) 

i i )  

i i i )  

A rational salary structure for senior functionaries should 
allow a salary level which is adequate to meet the current 
levels of consumption and reasonable additional 
requirements. 

While the average current expenditure has been quantified as 
Rs.6,490, the reasonable additional requirements have been 
quantified as Rs.8,349 thereby suggesting an average 
consumption level of Rs.14,839. 

Based on an averagc propensity to consume of 49%, the average 
income required to support the above level of consumption 
has been worked out as a pre-tax salary of Rs.40,OOO for the 
Cabinet Secretary, Rs. 36,Wu for Secretaries, Rs.33,500 for 
Additional Secretaries and Rs.29,5500 for Joint Secretaries to 
the G o v v e n t  of Indian and officers equivalent in rank to them. 
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Erosion iti 
salaries at tlrc 
highest Iewl and 
widettinl 
dtflerentials 
between the 
Govt ... the private 
and pvhiir sector 

Tl,r Cabinet 
Seeretar?, and 
Secretary to the 
COW.. of lndia 

Ceiling mi privhte 
sector snlories 

iv) The post-tax salaries have been suggested as Rs.27,667 for the 
Cabinet Secretary, Rs.25,267 for Secretaries, Rs.23,767 for 
Additional S&cs and &.2 1,367 for Joint Secretaries. 

1 OUR APPROACH TO MAXIMUM SALARY I 
42.3 1 From the foregoing discussion it is abundantly' clear that 
wnsequmt to the m v a l  of ceilings in the private sector, wide differentials have 
crept in between the salmcs of senior functionaries in Government and their 
counterparts in lhc private and public sectors. A hbstantial erosion in the real 
i&mc at the senior Icvds has dsobecn observed, and this seems to have assumed 
disturbing proportions 

42.32 We arc of thc viov that inadequate salaries in the public service 
are an expense and not an cconomy. Although it can be argued that corruption 
is a state of mind, it cannot be denied that beyond a certain point the penury 
of 4powerful civil servant can have disastrous consequences for his integrity. 
A bureaucracy that is under-paid is almost invariably unproductive and overstaffed. 
The World Bank in its policy pcrpcr titled "The East Asian Miracle Economic 
Growth and Public Policy". has singled out "competent bureaucracy" as one of the 
mostimportant factots for thc sustainability of teforms in the high-performing 
Asian eoomrmies like Hongkong, Japan, Korea, Singapore, Taiwan and China. To 
sustain growth, insulation of technocracy is necessary. What is more necessary, 
however, is that the bureaucracy must have the competence to formuiatc effcctive 
policies and the integrity to implem&t them fairly. Various ways havc been 
employed by these high perfirming economies to achieve a competent bureaucracy 
The basic principles follo\\.ed make tecruitment and promotion mat-based and 
highly coqt i t ive .  Simul!aneously, W compensations have been made 
comparable with the private sector and those making it to the top are amply 
rwarded. 

42.33 While the study carried out by IIPA has rtcommcnded a pre-tax 
salary ofRs.40,OOO for the Cabinet Secntary and Rs.36,000 for Secretaries we are 
inclined to be more modest and recommend a pn-tax salary of Rs.30,OOO for 
Cabinet Secretary and Rs.26,OOO for Secretaries. In suggesting these salaries 
we have tried to bridge somewhat the gap existing between the salaries of the 
private, public and the Government sector. We have also tried to retain the pre- 
tax disparity ratio between the minimum and maximum salary at the Fourth 
CPC level of 10.7. Such an increase at the highest level was more than warranted 
on account of the serious and continuous erosion in the real income of senior 
functionaries since 1949 and the pressing need for a competent bureaucracy in this 
hour of economic refomi and liberalisation. 

42.34 We havc also m i v e d  some suggestions regarding the 
reimposition ofceilings on s a l ~ c s  in the private and public sectors. Thc abolition 
of ceilings, it has been stated, \\auld lead to the creation of high-wagc islands, 
flight of talent, consumerism and heart-burning as Government may not be in a 
position to pay comparable salaries 10 its'employees. Some others argue that the 
rccent spurt in the compcnsation structure of the private sector is a temporary 
phenomenon and a statc of equilibrium is likely to be restorcd oncc thc economy 
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integrates itsclf with thc global market. We howevcr fccl that there is an urgent 
need for a National Wage Policy in thehterim period to ensure that there is 
no competitive jacking up of salary levels to disproportionate heights. 
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