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INTRODUCTION

1051 Dearacss Allowance (DA) 1s a compensatory payment to the
cmployecs for the crosion in the real value of their salaries. resulting from price
increase. The institution o DA came into existence during the Second World War.
It started 1n the form of grain compensation allowance and was paid only to the low
paid cmployces of the Central Government, originally at rates sanctioned by
Provincial Governments for their cmployecs. Subscquently in 1942 the grain
allowance was replaced by DA which now came to be paid umformly in all States
on an all-India basis.

105.2 Since 1947, the DA formula has undergone several modifications
on account of cach of the carlicr Pay Commussions suggesting their own
mcthodology for deciding the quantum as well as the frequency of payment of this
allowancc. While the First and Second CPC's suggested pavment of DA at flat
rates for emplovcees in different pay scales for differcnt levels of Consumer Price
Index (CPI), the 3rd and 4th CPC's whilc linking DA to both the CPI and pav
scales, reccommended DA as a pereentage of the basic pav. While DA was made
pavable automatically by the first CPC once a specific level of Consumer Price
Index was attained, the 2nd CPC did not favour automatic sliding scale adjustments
and recommended that the Government should review the position and consider the
casc for an increasc in DA | cach time the index incrcased by 10 points. This they
fch was necessary as allowing an automatic increcasc, cach time prices rise, without
going into the reasons for price risc, would tend to fuel inflation becausc of a wage-
price spiral. Price increase, fuelled by a fall in production levels or due to hike in
indirect taxes should not merit compensation. The absence of a precise scheme of
DA revision, however, resulted in a situation where two high-powered bodics had
to be appointed in the intervening period between the 2nd and the 3rd CPC for the
pavment of DA because of the continuing upward trend of prices. As a result, the
3rd CPC partially reversed the recommendations of the 2nd CPC by making DA
pavment automatic cach ime the CPI rose by 8 points over the index of 200, up to
the level of 272. DA until the 2nd CPC had been imagined to be a temporary
expedient and was intended to deal with the phenomenon of a tcmporary nse in
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prices. 1t was precisely for these reasons that the pay structure then had to have
three separatc components: basic pay. dearness pay and dearness allowance. While
basic and dearncss pav represented the wreversible components. DA represented
the componcent which could be reversed in the case of a price fall. Thus onlv a part
of DA was converted into deamess pay afler finding out the level below which cost
of ving was not likely to fall. Subsequently however, cven though price rise came
to be observed as a permanent phenomenon. a part of dearncss allowance was
declarcd as dearncss pay on several occasions, but for different reasons, morc
particularly for providing relicf in the matter of death-cum-rctirement benefits to
retiring cmplovees. The Fourth CPC changed the DA formula given by the 3rd
CPC. from a 'point basis' to a "percentage basis'.  This change was merely
cosmctic.  Morc significantly, the Fourth CPC improved the percentage
neutralization at higher levels. DA was also made admussible twice a year to them.
This was a significant improvement, as the earhier practice of rclcasing DA cach
time the index rose by 8 points had resulted in a situation where as many as 9
instalments of DA had to be relcased in 1974-75. The principle of dechining
percentage neutralisation at the higher levels was however the only common thread
between the previous Pay Commissions and was adhered to by them for reasons of
“vertical cquity’

EXISTING POSITION

1053 The existing formula for grant of DA to Central Government
cmployees 1s based on the recommendations of the Fourth CPC. At present DA 1s
admissible twice a vear as on Ist January and Ist July and 1s pavable with the
salarv for March and Scptember respectively in the same vear. Each instalment of
DA 1s calculated with reference to the percentage increase in the 12 monthly
average of AICPI (basc 1960) over the average index of 608, which is the basc for
the existing scales of pay as recommcended by the Fourth CPC. This percentage
increasc s taken in whole numbers only.

Thus, the formula for calculating DA is:-

12 Monthly Average - 608
of AICPI

---------------------------------- X 100 = The pereentage
608 INCICase m prices.

The extent of ncutralization admissible to employces against the percentage
increase in prices for different pay ranges is as follows -

Pav Range (Basic Pav) Extent of Neutralizauon

1} Pav upto Rs.3500/- p.m. H00%

1) Pay above Rs.3500/- p.m. 75%  Subjecttoa
and upto Rs.6000/-p.m. minimum of the
’ maximum available at (1) above.
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m)Pav above Rs.6000/- p.m. 65%  Subject to a minimum of the maximum

available m (1) above.

054 The revised pav scales based on the recommendations of the
Fourth CPC were made cffective from 1.1 1986, Since then, 20 nstalments of
Nearness Allowance have been relcased bl 111996, as shown in Annexe 1051
These instalments have been paid in cash to all Central Govt. employees, except
for five instalments of DA from 1.7.1990 to 1.7.1992 which were credited to the
Provident Fund Accounts of Central Govt. cmployces drawing pay above
Rs 3500/- p.m.

105.5 The yearly cxpenditure on Dearness Allowance in the case of
Central Govt. cmiployvees beginming from {987-88 1s given below. The tentative
cstimatc of expenditure on Dcamess Allowance in 1995-96 is of the order of
Rs.8154.08 crorcs.

Ycar Rs. Crores
1987-88 602.31
1988-89 1186.00
1989-90 1806.14
1990-91 2300.75
1991-92 324214
1992-93 4761.78
1993-94 3908.24
1994-95 (Est.) 6834.70
1995-96 (Est.) 8154.08

105.6 We obscrve that Decamess Allowance is paid to State Government
cmplovees as well as to Public Sector employecs as a distinct component of the pay
packet. The Deamess Allowance formula followed in the Statc Governments 1s
designed after the Central Governments Decamess Allowance formula and 1s quite
similar, cxcept for the year and the index upto which pay scales have been
ncutralised. In the Public Scctor, on the other hand, Dcamess Allowance was
linked onginally only to the increasc in the Consumer Price Index and not to pay.
but this has been changed recently and DA in PSEs has now been made similar to
the Central Government DA formula except for some minor differences (Sce
Chapter on Comparisons with the Public Sector). The practice being followed by
the Government and the public scctor in India runs contrary to the intcrnational
expernience and the practice in the Private Scctor, where Cost of Living Adjustment
(COLA) has been done away with, cither partially or completely. In the private
sector, inflation neutralization, if paid. docs not constitute a distinct component of
the pay structure and is implicitly taken into account at the time of pay fixation.
In countrics abroad, on the other hand, this scheme has been totally abolished.
France discontinued its quarterly adjustment of public salarics for inflation in the
80's. Greece has abandoned automatic. indexation, while termination of Automatic
indexation of police staff in UK is on the cards. In general, countries which have
abolished automatic indexation have donc this on the assumption that this tends to
fucl inflation.

105.7 We have reccived scveral demands on Deamess Allowance. These
range from uniform neutralization at all levels, to an alternative Consumer Price
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Index and the usc of a monthly. 3-monthly or 6-monthly average instcad of a 12-
monthly average of the CPL. The merger of DA with basic pay when it comes 10
be 25% of the basic pav and the exemption of DA from tax arc some other
demands.

OUR RECOMMENDATIONS

1058 It has been strongly urged that a uniform ncutrahization of DA @)
100% should be given to employeces at all levels. We sce merit in this demand.
The crosion in the real value of salary at the highest level, has been the most severe,
beginning from 1949 followed by other Group A officers down the line ( sce
Annexc 105.2). In contrast, a comparison of the index of rcal carnings for the peon
between 1949 and 1996 shows that the pcon was morc than fully neutralized for
inflation and was in rcal terms paid 53% morc than his salary in 1949, The
Secretary on the other hand was not even paid full neutralization for inflation
and consequently his real salary has eroded to the extent of 72% as compared
to the position in 1949 The crosion was a conscquence of a deliberate policy
fabotior Bliorgzaman waknthommgalontangrasdadibtiratamppbeerishment of the
highcr bureaucract was an essential ingredient of a socialistic pattern of socicty.
A distortion is also observed in the internal relativitics because of this formula.
While the Fourth CPC had made recommendations which had resulted in a pre-tax
maximum minimum disparity ratio of 10.7 in 1986, this ratio had slipped to a level
of 8.58 in 1995 and to 8.43 in 1996. This was primarily an account of the
Dearness Allowance formula which prescribes differential rates of ncutralization.
It does not require extraordinany intelligence to perceive that minimum-maximum
ratios fixed by a Pay Commission should have some sanctity and stability. Once
an ideal ratio 1s arrived at, it cannot be allowed to become a plaything in the hands
of an erratic CP1. With the lifting of the ceilings in the private sector and salarics
i the public sector getting linked to productivity, the external relativities have got
totally unbalanced. The government is unable to pay comparablic salarics at the
higher levcls to its officers inspite of the enormity of their tasks and higher levels
of responsibilities. Inflation neutralization on a graduated scale in the present
circumstances will be anachronistic and unduly unjust to the senior officers.
At this juncture, the Government's conscious intervention in removal of the unjust
practice of differential neutralisation of DA 1s a must. Accordingly we,
recommend that inflation neutralization be made uniform @ 100% at all
levels.

105.9 At present, the All-India Consumer Price Index for Industrial
Workers [AICPI (IW)] with 1960 as the basc 1s used for the purposc of calculating
the Dearness Allowance. It has been represented that this index has lost its
relevance as the true representative of the basket of goods and services for middle
and higher income groups. We have cxamined this issue in detail. We observe that
AICPI(IW) represents the consumption pattern of Industrial Workers who are
defined as manual employees working under the Indian Factories Act, Mines Act
etc. Thus, AICPI(TW) can at best be taken to be representative of some categories
of Group B, C and D employees within Government and cannot definitcly be taken
to be representative of the consumption pattern of rest of the employces in general
and Group A emplovees in particular. The Fourth CPC had recommended the
formulation of a suitable index based on the consumption pattern of “"Government
Employees" as a solution. We however, feel that such a suggestion‘only amounts
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to wishing away the problem. as it 1s an cstablished fact that consumption pattern
of individuals vary among other reasons because of differences in income. The
consumption patterns of Group A, B. C and DD emplovees within Government arc
thus bound to be different duc to different incomie levels and hence a suitable index
based on the consumption pattern for Government emplovees as recommended by
the 41th CPC is likely to suffer from the same sct of problems as the AICPI(1W)
suffers from The option of cmploving scparate indices for cach category of
cmplovee docs cxist but is devoid of merit becausce of the sheer impracticality of
the task as well as the needless suspicion such an arrangement is likely to arouse
between the various groups. We therefore, recommend that AICPI(IW) may
continue to be the Index that may be used for calculating Dearness Allowance
for Government employees. The AICPI(IW) series with base 1982 may
however be used henceforth for the purposes of calculating Dearness
Allowance, as against the existing practice of using AICPI(IW) series with
1960 as the base. This is not likely to cause any difference to the calculations,
as the 1960 series on being discontinued in 1988, is being generated from the
1982 series by using a conversion factor of 4.93.

10510 The other demand pertains to the change in the case of 12-monthly
average to a 6-monthly average. It has been represented that though the
ncutralization cnvisaged upto the level of pay of Rs.3500 1s 100%, in reality this
1s not the case. This 1s because at any point of neutralization, actual consumer
pricc index 1s much higher than the level at which DA 1s sanctioned. We agree that
while the index is increasing, the average will always be less than the actual at anv
pomnt. This however, will be the case whether the average is a 12-monthly average
or a 6-monthlyv average. In fact, we observe that the percentage DA pavable on the
basis of the 6-monthly average is not much different than that payable on the basis
of a 12-monthly average. Eurther, as the minimum period required for moderating
the cffect of scasonal fluctuations is 12 months, we propose that the existing
practice of using the 12-monthly average of AICPI for calculating Dearness
Allowance may continue.

105.11 The JCM in their memorandum have urged that when the
consumer price index exceeds by 25% the index at which the pay is fixed, thai
proportion of pay should be trcated as Dearness Pay (DP) for all purposcs and the
decision for this should not be left at the discretion of the Government. We
observe that the conversion of deamess allowance into pay, on attainment of certain
critical limuts, amounts to introducing automaticity in the revision of pay structurc.
While such a change will do away with the institutional mechanism in existence at
present for pav fixation, it will also preempt the powers to negotiate from the Govt.
and wilt commut them to a financial burden irrespective of the state of health of the
cconomy. As such, we arc not in favour of an automatic conversion of DA into DP.
The decision to convert should be taken by Government, in consultation with the
representatives of the employees. At the samce time, we cannot help observing that
the pay and salaries of the Central Govt. employcees undergo revision only once in
10 to 13 vears, during which period the pay structure tends to get scriously’
disaligned. The revision of salaries in the public scctor 1s twice or thrice as
frequent, with revision taking place every four to five years. [t has been correctly
potnted out by the Associations of Government cmployces that non-icceipt of
revised pay over 10-13 years results in considerable damage to the financial
position of employces. Retiring employvees have to bear the brunt of such a policy.
This also results in widening the chasm between the pay packets of analogous
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categorics in the Govt and the Public Scctor. Further. from the past trend of CP1
given i Annexe 118 1.1t 1s observed that 50% increasc in prices generally takes
around 3 vears 1o materialize. A nid-term quinguennial revision of salarics of
Government emplovees is not, therefore, something that Government should
grudge. In view of the above, we recommiend that DA should be converted into
Dearness Pay cach time the CPI increases by S0% over the base index used
by the last Pay Commission. Such DA should be termed as Dearness Pay and
be counted for all purposes, including retirement henefits.

10512 Regarding the exemption of Dearness Allowance from tax, we
propose that in line with our general recommendation on giving all
allowances net of income tax, Dearness Allowance (including Dearness Pay
referred to in the last paragraph) should be paid net of tax.
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DA instalments released between June 86 and January 96

Annexe - 1051
{(Sce para 105 4

No Date Rates of DA

Upto Rs 3500 Rs.3301-6000 Rs 6001 & Above
I 1786 4% 3% M of Rs 140 2% Min of Rs {80
2 1187 8% 6% Min of Rs 280 % Min of Rs 360
3 1787 3% 9% Min of Rg 455 8% Min ol Rs 540
4 L1 R8 18% 13% Mm of R 630 1% Mm_of Rs 780
N 1788 23% 17% Min of Rs 8035 15% Min of Rs 1020
6 118D 29% 22% Mm of Rs 1015 19% Min. of Rs 1320
7. 1789 34% 25% Min of Rs 1190 22% Mm of Rs 1300
3 1190 3%% 28% Min of Rs 1330 23% Min of Rs 1680
9 1790 43% 32% M of Rs 1305 28% Min of Rs 1920
10 1191 3% 38% M of Rs 1785 33% Min. of Rs 2280
1] 1791 60% 453% Min of Rs 2100 39% Min. of Rs.2700
12 1192 7% 53% M. of Rs 2483 46% Min of Rs.3180
13 1792 83% 62% Mm of Rs 2905 34% M. of Rs 3720
4 1193 92% 69% Min of Rs 3220 39% Min. of Rs 4140
I3 1,793 97% 73% Mm of Rs 3395 63% M. of Rs 4380
16 FLod 104% 78% Min of Rs 3640 67% Min. of Rs 46%0
17 1794 114% 85% Min. of Rs 3990 74% Min. of Rs 5100
B L19S  125% 94% Min of Rs 4375 81% Min of Rs 3640
19 1.795  136% 102% Min. of Rs 4760 88% Min. of Rs 6120
20 1 196 148% 111% Min of Rs 180 96% Min of Rs 666()

1577



rear
1946
el
Peon
(a) Emcluments @ 65
(b) Index of Emoluments 100
(¢} Index ¢f Real Earninas 100
Lower Division Clerk
(a) Emoluments 100
(b) Index of Emoluments 100
{(¢) Index of Real Earninags 100
Assistant
(a) Emoluments 215
(b) Index of Emoluments 100
(c) Index of Real Earnings 100
Class 1 (Jr. scale)
(a) Emoluments 390
(b) Index of Emoluments 100
(c) Incex of Real Earnings 100
Under Secretary
(a) Emoluments 685
(b) Index of Emoluments 100
(¢) Index of Real Earnings 100
Secretary
(a) Emoluments 3000
{t) Index of Emolumants 100
(¢) Index of Real Earnings 100
Index of AICPI 33
Base 1945:-100 100

Hinimum/Maxinum Ratio

1957

72.5
112
100

112.%
112.5
101

222.5
103
93

390
100

685
100

3000
100

1960

80
123
99

120
120
97

230

86

400
103

70UV
102
82

3000

1969

o

208
208

356
166
18

560
144
68

1973

186
302
120

260

103

425
1938
19

700
179

1200
175
70

3500
i
46

1986

750
1154
153

$50
850
126

1640
763
101

2200
564
15

3000
438

53

8000
267
35

As on

1938

885
1362
152

121
1121
125

1935
900
101

2596
666
14

3540
517
58

8830
296
33

(Emoluments

st January

1990

1035
1592
153

1311
1311
126

2263
1053
1014

3036
118

4140
604
58

10600
333
32

1039

in Rupees oor

10.

1283
1373
150

1626
1625
124

2804
1304
99

3762
965
74

5130
749
57

11680
389
30

131

1530
2354
152

1938
1938
125

3346
1556
101

4438
1151
14

6120
8§53
58

13360
445
29

month)

1995

12.

1638
2596
152

2138
2138
125

3690
1716
101

43850
1269

6750
8936
58

14450
483

28

Hote: Cols. 2 to 6 from earlier Fay Commission reports and cols., 7 to !

from Brochure on Pav and Alldwances of Central
Ministry of Finance.

@ Emoluments include Pav+DA only bul exclydes other allowances

Govt.

Emplovees.

3 Fiqures on AICF] pertains to the 12 manthly average for the calendar
2 to 5 and financ)al vear for cols. 6 Lo 13.

year

in éols.
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1996

1860
2862
153

2356
2356
126

4067
1892
101

5456
1339
15

7440
1086
58
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Present posttion

106.1 In this Chapter, we shall dcal wath different kinds of
Compensatory Allowances m the following order:-

a) City Compensatory Allowance

b) Spccial Compensatory Allowance

¢) Project Allowance

d) Training Allowance

c) Risk Allowance

f Night Duty Allowance

g) Tclephone Attendant Allowance

h) Entertainment Allowance

1) Spectal Allowances and facihitics for N E states & Sikkim.

CITY COMPENSATORY ALLOWANCE

106.2 City Compensatory Allowance (CCA) 1s granted to Central
Government cmployecs to enable them to meet the high cost of living in certain
specially costlvetics.

106.3 The First CPC had prescribed uniform rates of CCA and restricted
the pavment only to the "non gazetied” staff scrving in costly citics like Bombay
and Calcutta. They had also suggested a review of the conditions prevailing in
other costly cities. Conscquently, certain other cities as well as gazctted officers
camc to draw this allowance. The aitics were also classificd as A or B on the basis
of population. The Second CPC abolished the distinction between Gazetted and
Non-Gazetted cmployceces altogether and adopted the level of salary and the class
of city as the critena for determining the quantum of CCA. In 1963, the "B’ class
citics were divided into categornies B-1 and B-2. The allowance was a percentage
of basic and dcarness pay and varicd between 10% for A’ class cities and 5% in
B-2 cities. The Third CPC revised the rates of CCA which continued to be a
percentage of basic pay varving between 6.5% and 3%.

106.4 The Fourth CPC recommended that CCA be paid to Central
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Government cmplovees m the various pay ranges at {ixed rates as given below -

Pav Range Amount of CCA mn Class of cities
(Basic Pay) ( Rs. per month)
(RS Y e

730-950 30 25 20
950-1500 45 35 20
1300-2000 75 50 20)
2000 and above 100 75 20

Citics for this purposc were classificd as follows:-

(lass A ailly . Population above 16 lakhs
Class B-1 city  : Population above 8 lakhs but not exceeding 16 lakhs.
Class B-2 city  : Population above 4 lakhs but not exceeding 8 lakhs.

The classification of citics for the grant of this allowance ts done on the basis of
population containcd within the “Urban Agglomeration™ as defined by the Registrar
General of India.

1065 It has been argued before us that there 1s no justification for the
payment of CCA in the presence of Deamess Allowance, HRA cte. and hence this
allowance should be discontinued. We do not agree with this view. We obscrve
that whnle the Consumer Price Index (CPI) varics from one placc to the other, there
1s onc uniform formula on the basis of which Dcarness Allowance gets determined.
Dearncss Allowance thus docs not seck to provide compensation for the relative
costliness of citics. Sccondly, the All India Consumer Price Index (Industrial
Workers) {AICPIE (IW)} in usc for the pavment of Dearness Allowance docs not
include services like cducation. medical services. health ete.., though housing, fucl
and clectneity arc included. Whilce there do exist scparate allowances to reimburse
these services, none of these s fully reimbursed. CCA 1s mcant to partly
compensate for the increased cost of thesc services as well as to neutralize the
rclative differentials 1n the cost of thesce services in different citics. Thus CCA is
paid as a correction factor for compensating the employees for the relative
costliness of cities. We also observe that currenthy more than 50% of the
Govemment population draws this allowance and has continued to do so for over
forty vears. Withdrawing this allowance at this juncture mav not. therefore. be
justificd  We recommend the continuance of CCA.

1066 Vicws have been expressed that as CCA s granted to meet the
high cost of hving in certan specially costiy eities. classification of citics for this
purposc should be bascd on their relative costliness. 1t has been obscerved that the
cxisting classification of citics on the population criterion is defective in as much
as 1t docs not actually reflect the exact costliness of a city. It has also been argucd
that 1t would be more appropnate to hnk the pavment of CCA to the difference
between all India and regional price indices. However. this docs not appear to be
fecasible as cost of hving mdices arc not available for all places and towns.
Morcover. the All India Consumer Price Index and regional priceindices are not
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stricth comparablc since they use different weighting dragrams  In tact. these
indices are designed to measure onhy the changes w price levels over ime at a given
place and cannot be used 10 compare the cost of hving i different places. The size
of population though not the most appropriate measure ol expensiveness docs build
up the level of aggregate demand and under certam situations could be taken to be
a crude measurc of relative expensivencss. Therefore, we recommend that i the
absence of a suitable alternative, population criterion should continue for the
purpose of classification of cities.

106.7 The stafl side of JCM 1 their representation have made a demand
{or the crcation of yet another catcgony of A-1 citics. They have also plecaded that
CCA be made a pereentage of the basic pav. We obscrve that the population himuts
uscd to deline the cities have remained unchanged for the last 30 vears. Even the
rattonale underlyving the existing linuts could not be ascertained. This classtfication
may have been relevant 30 vears ago. Mcanwhile, many citics have. duc to natural
population growth and immugration. grown in sizc and graduated to the next higher
status. This has conscquently disturbed the original relativitics between citics. We
also obscrve that the classification of cities and towns adopted by the National
Commussion on Urbamisation 1s as follows -

Class Rangc of Population
C-1 1 Lakh to 5 Lakh
C-2 5 Lakh 1o 10 lakh
C-3 10 lakh to 20 Lakh
C- 20 lakh to 50 lakh
C-5 50 lakh to 100 lakh
C-6 100 lakh and above

Taking into account all the above factors we propose to create an additional

category of Al cities and revise the population limits for classification of cities
as follows:-

A-1 Class city

A Class city

B-1 Class city:

B-2 Class city

Population above 50 lakhs

Population above 20 lakhs but less than or
equal to 50 lakhs

Population above 10 lakhs but less than or
equal to 20 lakhs

Population above 5 lakhs but less than or

equal to 10 lakhs.

106 8 We observe that the truc size of population at hill stations, tourist
and pilgrimage centres 1s not capturcd by the census data as there 1s a large floating
population at these places. These places, even though expensive, do not qualify for
CCA. There arc also some rural arcas which due to naccessibility of the region
witness a high cost of living. This category also docs not get covered by the
population cntenon. A gencral reccommendation giving, say, B-2 classification to
all hull stations, pilgrimage centres and rural arcas 1s likely to make a large scgment
cligible for this allowance which mayv not bc affordablc. We therefore,
recommend that the Government may decide on the admissibility of this
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allowance for such areas on a case to case basts.

1069 It has been represented that CCA should be pard at the rates
sanctioned by the respective State Government for their own employees. We are
of the view that CCA in different regions should not be regulated in
accordance with the rules and practices of the State Governments for several
reasons. Onc. there may be differences i the CCA formulac and the pay scales
available m different states. In such a situation. CCA available to the Government
cmplovee will vary not because of the relative expensiveness of the eity but for
extrancous reasons. Sccondly, CCA in the states is obviously i rclation io the
average cost of hving with in the state itself, whiie CCA to Central Government
crplovees is paid becausc of the relative expenstveness ol citics across the country.
Lastly. there are Central Government employees posted in certain admunistrative
soncs of regicns which span two or more statces.

106.10 We also do not support the demand for making CCA a pereentage
of the basic pay because this amounts to admitting a firm and causal relationship
between CCA and income. CCA is essentially an allowance given to off sct the

~imperfections in Dearness Allowance as a measure of relative expensivencss of

citics. We, therefore, recommend that CCA be made payable as a lumpsum
in the following manner:-

(Amount in Rs.)
Basic pay (Rs)) A-1 A B-1 B-2
(Pre - revised)

750-1000 90 65 45 25

1001-1500 125 95 65 35

1501-2000 200 150 100 65

2001 and above 300 240 180 120
[

SPECIAL COMPENSATORY ALLOWANCE

106 11 Special Compensatory Allowances arc granted to Central
Government cmplovees for the exceptionally difficult local conditions i various
places. The nomenclature of Special Compensatony Allowance was specifically
given by the Fourth CPC which preferred to club local allowances carlier given in
the form of Border Arca Allowance, Remote Locality Allowance. Difficult Arca
Allowance and Disturbed Arca Allowance under this head. Prior to the Fourth

CPC’s recommendations. compensation for difficult local conditions was given
under different names.

10612 The First CPC had recommended the paviment of a local allowance
to compensatc for the hardship faced by non-gazetted staff in certain difficult or
remole arcas declared as non-famuly stations  The rates ranged between Rs.3 and
Rs. 40 and did not exceed 30% of the basic pav. The Sccond CPC did not
rccommend anv change in the amount for this allowance. The Third CPC
continucd 1o give remote locahty allowance. difficult terrain allowance. disturbed
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arca allowance and also followed the State Governments' classification of arcas for
grant of this allowance.

106.13 The Fourth CPC subsumed Border Arca Allowance, Remote
Localiy Allowance, Difficult Arca Allowance and Disturbed Arca Allowance
under the head Special Compensatory Allowance.  These allowances arc now
pavable as SCA (Remote Arca Allowancc), SCA (Disturbed Arca Allowance) ctc
as the casc may be at the following flat rates:-

Rates of Special Compensatory Allowance per month (Rs.) for

Pav+DA+NPA+S]
SLArcas  cemememmeeeeees -- ---
Basic Basic Basic Basic Basic
pay pay pay pay pay
below Rs. 950 Rs. 1500 Rs.2000 Rs.3000
Rs.950 -1499 1999 2999 & above
1. Part A 150 250 350 500 6350
(Sce
Annexurc)

2. Pant B 125 200 275 400 525
(Scc
Annexure)

3.Pann C 75 150 225 300 375
(Scc
Anncxure)

4 Part D 20 40 60 80 100
{Sce
Annexure)

The Fourth CPC also recommended that the grouping of these allowances as well
as the nced for their continuance should be periodically reviewed.

106.14 We have received several demands regarding SCA. Some of these
arc as follows:

1) Suntable criteria for measuring hardship/ difficulty should be
cvolved. The present system of following the State Governments'
classification for cligibility for the purpose of SCA should be
done away with, as it is not fair.

i) The Composite Hill Compensatory Allowance, Bad Climate
Allowance and Tribal Arca Allowancce should also be subsumed
under SCA as the purposc of these allowances is also to
compensalte hardship.



ur

10615 We observe that the present practice of followmg the State

recommendanons — (Ciovemments. classification for Remote Arca. Difficult Arca cte . has led to several

disputes n the JOM  Some States have either merged these allowances with pay
or changed the nomenclature. In such cases the atlowance has been stopped for the
Central government officers. which does not appear very fair. There appears 1o be
a nced for a more clear-cut defintion by the Centre of  difficult
conditions/conditions of hardship and the terms remoteness. disturbed arca. bad
climate cte . which all contribute to this difficulty or hardship need to be defined
morc ngorously.  Idcally what 1s warranted is a composite index of
difficults/hardship on the lines of a composite ndex of backwardness uscd for
allocation of funds among statcs. The composite index of difficulty/hardship
should differentiate between the degree of difficulty/hardship faced by an
individual and the amount pa able should bear a relation toat. Unfortunately we
have the constramt of time and arc compelled to suggest that the Government
should go into this, by appointing a Committee of officers to prepare a
detailed scheme for the evolution of a Composite Index of Difficulty/Hardness
of an area. There also appears to be no logical cxplanation tor not subsummng Hill
Compensatory Allowance, Bad Climate Allowance as well as the Tribal Arca
Allowance under SCA. as thesc allowances are also paid to compensate for the
hardship or difficulty expericneed by an individual. Pending the deciston of the
Government regarding the formutation of a composite index of difficulty/hardship,
we recomnend the following:-

a) The Composite Hill Compensatory Allowance, Bad Climate
Allowance as well as Tribal Area Allowance be also

subsumed under the head of Special Compensatory
Allowance.

b) The following rates of Special Compensatory Allowance are
recommended:-

Rate per month in Rupees for PAY+NPA+S1

Areas 750- 1001- 1501- 2001- 3000

listed 1000 1500 2000 3000 &above -

(See

annexe)

PART A 300 500 700 1000 1300

PARTB 250 400 S50 800 1050

PART C 150 300 450 600 750

PART D 40 80 120 160 200

c) Special Compensatory Allowance (Remote Locality/ Border

Arca/ Difficult Arca/Disturbed Arca) would be payable at the
rates indicated in the table depending on the classification of
an area in part A/Part B/Part C/Part D categories.

d) Special Compensatory Allowance (Hill Areas) would be
payable as under:-
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Places at an alutude of above 1000 metres and below 1500
metres would be compensated at the rate admissiblc for Part D in
the table.

Placcs situated at an altitude of above 1500 metres but below
2000 metres would be compensated at the rate admissible for Part
C in the table.

Places siuated at an alttude of above 2000 mctres but below
2500 metres would be compensated at the rate admissible for Part
B n the table.

Placcs situated at an altitude of above 2500 mctres would be
compensated at the rate admussible for Part A in the table.

c) Special compensatory Allowance (Tribal Area/Scheduled
Area/ Agency Area) would be payable at the rate admissible
for Part D in the table.

0 Special Compensatory Allowance (Bad Climate) would be
payable at the rate admissible for Part D in the table.

g) If more than onc of the above allowances become admissible at
a place, then the Central Government employee will have the
option to choosc the allowance which benefits m the most.
Also City Compensatory Allowance will not be admissible to

persons drawing SCA.
PROJECT ALLOWANCE
106.16 Project Allowance is a special kind of allowance. It 1s granted to

Central Govemment employccs working on major Projects cither funded by Central
Government or Autonomous Bodics/ Corporations in  undeveloped/under-
developed arcas to compensate them for Jack of basic civic amenitics such as
housing, school, hospal, transport cic. The allowance 1s withdrawn in a phased
manncr as and when these amensties become available at or near the project site.

106.17 The Fourth CPC did not recommend any change in the existing
guidclines regulating grant of project allowance and revised the rates as under:-

Pav Range Ratcs of Project Allowance (p.m.) (in Rs.)
Basic Pay below Rs.950 75
Basic Pay of Rs.950 - Rs. 1499 150
Basic Pay of Rs.1500 - Rs. 1999 225
Basic Pav of Rs:2000 - Rs.2999 300
Basic Pav of Rs.3000 and above 375

—
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106,18 We recommend the following rates of Project Alfowance -
Basic Pav Range Rates of Project Allowance

( revised ) per month n (Rs.)

Below Rs.3000 150

Rs.3000 - Rs 4499 300

Rs.4500 - Rs 5999 450

Rs 6000 - Rs 8999 600

Rs 9000 and above 750

TRAINING ALLOWANCE

106.19 To give an impctus to quality of traimng mmparted to its
cmplovees. the Government of India mstituted a Tramning Allowance 1n 19806,
Traiming Allowance was given to all non-permanent faculty members, joining
Lraining institutions on deputation at the ratc of 30% of their total emoluments.
Guidclines were issued sunultancously for extending other facilitics like preference
i promotion and posting, LTC twice a year to children, housing cte. Imtially the
scheme was introduced in the training institutions meant for Group A’ officers and

later extended to other training institutes for Central Government emplovees as
well.

10620 Conscquent upon the revision of the pav scales on the
rccommendations of the Fourth CPC| the scheme was reviewed and this allowance
was reduced from 30% of the total emoluments to 30% of the basic pav. In the
context of resource crunch in 1991-92, the tramning allowance was again reviewed
and uts utithty in attracting the talented people was discussed. While it was agreed
that incentive m the form of Training Allowance was nccessary. the rate was
reduced from 50% to 15% of basic pay we f 9.7.92.

106.21 We obscrve that the arguments for improving training arc as
rclevant today as they were carlier. Training institutions should be manncd by
capablc persons drawn from, both government as well as educational institutions.
To encourage such a trend and to ensure that the probationers are imparted the best
posstble training, we recommend the following -

1) Training Allowance should continue to be paid @ 15% of the
basic pay. This allowance should henceforth be made
admissible to all faculty members in all the training institutes
including trainers on dcputation from Universitics and other
acadenuc institutions as well as trainers permancently emploved in
the tramng institutes.  This allowance should be paid in
addition to all the other allowances like the deputation duty
allowance etc. which will continue to be drawn by the trainers
taken on deputation

i) As far as possible, traimng mstitutions for Central Government
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cmplovees should be manned by people drawn from the relevant
disciplines within government and cducational institutions on
deputation. Most of the posts i the various traning mstitutes
which have been encadred 1n a particular service should therefore
be de-cadred and selection made from a wider pool of ehigible
incumbents.

) The concept of a visiting faculty should be encouraged to tap
the services of thosc cnunent people who are otherwise unable to
stay for long periods in the nstitutes.

RISK ALLOWANCE

106.22 Risk allowance i1s granted at different rates to certain catcgorices
of Central government cmployvees whosce normal duties involve special risks.

106.23 The Sccond CPC recommended that certain unskilied staff
cmploved in the Ministry of Defence and Railways, whose work was cxceptionally
heavy or whose normal dutics involved special nisk such as those of chemical
process workers or those who handicd cxplosives should be given a special pay of
Rs.3 pm Ths allowancc was also extended to sweepers working 1n underground
sewers and in infectious hospitals. The Third CPC recommended grant of special
pay at therate of Rs 10 p.m. to all categorics of staff in reccipt of Risk Allowance.
A special pav of Rs_10 was given to certain scmi-skilled operatives working in the
botler house or in cold storage plants under the Dethi Milk Schemie. |t was also fclt
that cxcept in the case of unskitled categorics, for whom special pav had alrcadv
been recommended, it was not necessary to grant hazardous allowance to most of
the other catcgorics of staff. Thesc catcgorics were recruited primarily for the jobs
which they manned and in such cascs the proper course would be to take mnto
account the element of hazard while fixing their scales of pay. The Third CPC
rccommended the appomntment of a Commuttee to examune the feasibility of
rationalising grant of such an allowance to various categorics cngaged in the work
of a hazardous naturc. In pursuance of the recommendation of the Third CPC,
Government appointed a Commattee to examine this issuc. The Commuttce
rccommended the classification of the benceficiaries of Risk Allowance into four
catcgories, namely, Semi-skilled workers, Skilled workers, Supervisors and certain
Garcetted and non-gazctied officers in the Ordnance factorics. The rates ranged
from Rs.15 to Rs. 100 per month. The Fourth CPC recommended that the need and
adcquacy for the grant of nisk allowance to different catcgories of employees should
be examined by a Committee appointed by the Government. In the meantime, the
Commussion rccommended a 100% increasce in the existing rates.

106.24 At present risk allowance is paid to all those engaged in duties
involving greater hazards or whosc health is hable to be adverscly affected
progressively over a long period of time becausc of the particular avocation.
Swecepers/Safaiwalas engaged 1n cleaning of underground drains, sewer lincs, thosc
working in trenching grounds and infectious discascs hospitals are also paid nsk
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allowance. Risk Allowance is pavable at the following rates tor cach category of
cmplovees -

a) Unskilled workers Rs 20 pm.
b) Semi-skilled workers Rs. 30 pm.
¢) Skilled workers Rs 40 pm.
d) Supervisors Rs. 50pm
c) Garetted Officers Rs. 150 p.m.
engaged n Nitro Glveerine.
f) Non-Gazctted officers Rs 90 pm.
cngaged in Nitro Glycerine.
2) Danger Building Officers Ks.200 p.m.
106.25 We have reccived a large number of demands pertaining to risk

allowance. Most of these demands pertain 1o the extension of this allowance to the
catcgorics in question. Over 33 categorics of employees working in different
Ministrics/Departments/Organisations have requested for inclusion. These arc the
non-medical scientists (Group “B' Gazetted) serving in Food Rescarch and
Standardisation Laboratory: Veterinarians; Jr Engineers working in the factorics
manufactunng telecom cquipment: Inspecting Officers of Director General Mines
Safety; Exccutive cadre and cmplovees of Intelligence Burcau; Paramedical staff
of Ordnancc Factory; Lady Health visitors/Auxihary Nurses/Midwives working
with TB paticnts; Jr. Engincers and Assistant Engincers of PWD, Pondicherry;
Railway Cashicrs, Dressers in Railways; Survevor Officers working in DMC,
MEC, Computer ctc. of Survey of India: Pharmacists, Medical Officers and Jumior
Works Manager of Indian Ordnance Factory: Electricians, Wiremen, Laboratory
Technicians in Ordnance Factories; Gang Staff, Yard Shunting Staff and Break
Down Special Staff of the Railwavs; Physio Therapists: all employecs of National
Zoo: Biological Assistants under Ministry of Environment and Forests; Personnel
of the Firc Branch of Railway Protection force; Cameramen in Doordarshan:
Chowkidars; officers of the Central Industrial Force; Jail Wardens in Pondicherry;
DRDO cmplovees dealing with Nuclear Machines, RDX development ctc ; All
India Radio employces working on High Voltages; Employces of National Samplc
Survey Organisation; Civilian Assistant Sccurity officers of Army Headquarters;,
Press Staff comprising Compositors, Lino Operators and Mctal Opcrators.

106.26 The subject of nisk allowance has been closely examined by us.
We have comge to the conclusion that risks facing employces in the Government
scrvice may be of two types: contingent risks and continuous nisks. Contingent
nisks relate to one-time events where the event 1s unccrtain. Continuous risks on
the other hand cover those situations where the risk is inherent and
continuous in the occupation itself with adverse effects on health. We
recommend the payment of Risk Allowance only in the latter case.

Govermnment may consider insurance cover or ex-gratia payment for the former
casc.

106.27 The above decision would require us to denotify certain catcgorics,
presently in receipt of this allowance. We have identified a few of these

categories as listed below:-

a) Danger Building Officers in the Mimistry of Defence;
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b) Deputy Directors and Assistant Directors in the Hotline
Training Centre, Department of Power, Bangalore,

<) And about 14,000 employees in the Mimstry of Railways
comprising of Trollevmen. Pomtsmen/Shuntmen, Mosquitomen.
Porters, Skid Porters. Skidmen. Staff engaged n Train Lighting
shop in Battery Section. Basic Electro-plater, Basic Diescl Fitter.
Khalasis and other Group D categories. Blacksnuth, Shunting
Porter. Bariwala. PM 11/PM A/ PM B/TPM B, Token Porter.
TSMs, TP. BTl and KH. clc.

As this hist is onlv indicative and by no means complete. we recommend that
each concerned Ministry should set up a Committee to review the categories
of employees in receipt of risk allowance in line with our revised guidelines.

106.28 We find merit in the demands raised by Safaiwalas/Sweepers
of the Ordnance Factories engaged in the cleaning of underground drains,
septic tanks etc. and Press Staff comprising of Compositors, Lino Operators
and Metal Operators and therefore, we recommend payment of Risk
Allowance to them. We also recommend that the Government should set up
a Committee to study whether Spray Painters and Fire Fighting personnel
should be extended Risk Allowance.

106.29 We do not favour the granting of risk allowance for any other
category. Veterinanans who uptil now enjoyved a Group "B’ status have now been
given complete panty with gencral duty medical officers and dental surgeons who
had a Group A status carhicr. This would entitic them to all the benefits including
Non Practising Allowance ‘@, 25% of basic pav and ime bound promotion uptil
NFSG. These benchits should adequately compensate them for the risk of
contracting voonotic diseascs which is inherent in the job for which they have been
recruted. Therefore, no nisk allowance for them 1s proposed.

106 .30 We recommend the following rate for the payment of risk
allowance:-

Categorv Pav Scalc Amount per month (Rs.)

Unskified workers Rs.750-940 40

Semiskitled workers Rs.800-1150 60

Skilled workers Rs.950- 300 ; 80

Rs.1200 1800 }
Rs.1320 2040 |

Non-Garctted officers 1n 180
Nitroglvcerine preparation

Certain Garetted officers 300
engaged in Nitroglyveenine
preparation
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NIGHT DUTY ALLOWANCE

106.31 Presently Night duty Allowance is being paid to all emplovecs
drawing a basic pay upto Rs.2200 p.m. and performing duty between 22.00 hours
and 6 hours. Wherever the working hours have been arrived at after taking mnto
account the night weightage factor. no furthcr compensation is adnmussible. A
uniform weightage of 10 minutes is given for cvery hour of might duty performed.
Night Duty Alfowance is computed as per the foliowing formula:-

i) For continuous and Ratcs are calculat the basis of current
intensive duty rates of pay including DA & CCA divided by
the number of working hours in a month.

i1) For mtcrmuttent and 2/3rd of the rate worked out (1) above.
excluded Class-l11

106,32 We obscrve that the ceiling of Rs.2200 for the payment of NDA
is not observed in Railways. It has been arguced that in the interests of justice this
ceiling be donc away with for all the cmployees. We observe that Railways have
had to lift this cciling becausc of certain requircments specific to the organisation.
Night Dutv Allowance is at present available to all Group C & D staff in Railways.
The need for the removal of the ceiling of Rs.2200 was felt in Railways as
cmplovees in scale of Rs.2375-3500 arc also Group C and are cligible for Night
Dutv Allowance. Also in Railways we obscrve that promotion norms have been
fixcd on percentage basis and not on the worth of charge. In view of the above, we
recommend that the relaxation of the ceiling for Night Duty Allowance be
restricted to only those categories presently availing themselves of this
benefit. It mayv not be extended to any further catcgorics. On all other aspects
of Night Duty Allowance we recommend status quo. The rates of NDA would
improve substantially with the revision of pay.

TELEPHONE ATTENDANT ALLOWANCE

106.33 Frequently exccutives have to perform office related work at their
residences which, in the absence of any residential official aide. places an
unrcasonable burden on their time and finances. While residential official aides in
various forms arc presently available in a few service, by and large, this facility 1s
not available to most of the executives. Accordingly, we recommend that all
executives of and above the rank of Deputy Secretary and equivalent may be
provided with a residential Telephone Attendant. The tenure of the
Attendant would be co-terminus with that of the officer. The Attendant will
not have the status of 2 government employee and will be recruited directly
by the entitled officer, with only the salary of such Attendants at a fixed rate
of Rs.1500/- per month being borne by the government. We clarify that this
facility will not be additionally available to those officers who are currently
entitled to use of one or more personal attendants, by whatever name they
may be called.
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ENTERTAINMENT ALLOWANCE

106.34 In thc Armed Forces. centertammment allowarice is presently
admissiblc to officers n specificd posts who by virtuc of their charge, rank and
status arc required (o cntertain high ranking gucsts or have to reciprocate such
gestures. Most Group "A* Civil Services Assoctations have put forth the demand
for the grant of this allowance for a sct of their officers holding analogous posts on
the civil side. We feel that while this allowance 1s necessary for civihian officers as
well, however, like the Armed Forces, the same has to be need-bascd rather than
rank or hicrarchy-bascd. We have tricd to identify a few key positions where such
allowancc nceds to be cxtended.  Accordingly, we rccommend the grant of
cntertammment allowance to the Union Cabinct Scerctary, Sccretarics to the
Government of India; Heads of Central Government Organisations; ore top-most
cadre post for cach organised Group ‘A’ Central Civil Service; Heads of All India
in-Service Training Institutes for organised Group ‘A’ Scrvices and regional heads
of all organiscd Group 'A* Civil Services looking after a wholc statc or a number
of states. It should also bc cxtended to important posts under the State
Governments and UTs namcly, the Chief Scerctary, DGP incharge of Civil Police.
Principal Chicf Conscrvator of Forests, Divistonal Commissioners, DIGs (Rangc),
Conscrvators of Forcsts (Termritonal). Collectors-cum-District Magistrates, District
SPs and Deputy CF. (Temitonal). The above mentioned executives may be
given monthly Entertainment Allowance of Rs.1000/- for the posts in the pay
scale. of Rs.8000/- and above, Rs.800/- for the posts in the pay scale of
Rs.7300-7600 and Rs.600/- in case of others.

SPECIAL ALLOWANCES AND OTHER FACILITIES FOR THE
AIS AND CENTRAL GOVERNMENT EMPLOYEES POSTED IN
NORTH-EASTERN REGION AND SIKKIM

106.35 The Central Government ecmploycees and officers of AlS posted
to States in the North-Eastern region have been granted certain special allowances
and other facilitics 1n view of the security environment and the difficult working
and living conditions prevailing in the region. During our visit to the States of
North-Eastern region and Sikkim, we held discussions with the Chief Ministers,
Chicf Sccretarics and other senior Government functionarics to take stock of the
situation. We also rcceived memoranda from various cmplovees and service
associations and held discussions with them. Our vicws on the major issucs that
cmerged are indicated 1n the succeeding paragraphs.

AIS OFFICERS AND CENTRAL GOVERNMENT EMPLOYEES
POSTED IN SIKKIM.

106.36 The Government of Sikkim has requested us to consider the
cxtenston of the Special Allowances and facilities as apphcable to the AlS officers
of N.E Cadres to the AIS officers of Sikkim Cadre. This demand of State
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Government s based on specific problems beng faced by the AlS officers of
Sikkim Cadre as by their counterparts in the N.E. States. Durmng our visit to
Sikkim. the Chief Minister of Sikkim had strongly supported this demand. The
representatives of the Central Government Officers. Sikkim Unit had also asked
for inclusion of Sikkim for the purposcs of grant of similar aliowanccs on the
pattern of N.E_State. We consider these demands as justificd and recommend the
extension of all Special Allowances and other facilities as admissible for the
officers of AIS and Central Government posted in N.E. States for the AIS
officers of Sikkim Cadre and Central Government employces posted in
Sikkim on mutatis-mutandis basis.

SPECIAL (DUTY) ALLOWANCE

106.37 Presentlv, Special (Duty) Allowance 1s granted to AlS officers and
Central Government emplovees having all India transfer liability and posted in the
States of North-Eastern region (@ 12.5% of the basic pay subject to a maximum of
Rs.1000/ p.m. It is subject to the further condition that the total of SDA, Special
Pav/Dcputation (Duty) Allowance docs not exceed Rs.1000/- p.m. It has been
dcmandcd that the grant of SDA be extended to officers for AIS and Central
Govermunent posted in Sikkim and be paid at a ligher rate of 25% of the basic pay.
In vicw of the revisions recommended by us tn the pay scales. we arc unable to
agrce to the demand for enhancement of this rate to 25% and recommend that the
SDA be paid at the existing rate of 12.5% of the revised basic pay duly
extending its grant to officcers of AIS and Central Government posted in
Sikkim. Our rccommendations on replacement scales will result in enhancement
of thc quantum of SDA. which would takc carc of thc demand. We also
recommend that ceilings on grant of SDA mav be removed.

TENURE OF POSTING

106.38 The tenure of posung of Central Government officers to the N.E.
rcgions 1s 3 vears at a ime for officers with service of 10 vears or less and of 2
vears at a ume for officers with more than 10 vears of scrvice. On expiry of their
tenurc. the Central Government officers arc entitled to a posting at a place of their
choice. The AIS officers arc similarly required to "cool off™ for a period of two
vears n their respective N E. cadres before being considered for subsequent Central
deputation. It has been argued before us by the representatives of both the Central
Government officers and AlS officers of N E. States and Sikkim that they have to
watt for inordmately long periods after completion of their prescribed periods of
tenure or ccoling off before they get a posting outside the region. We have
considered the matter and recommend that the concerned cadre controlling
authorities and the Central Services Board (CSB) should take a special view
in these cases and ensure that such Central Government and AIS officers get
their posting outside the N.E. region and Sikkim within three months of
completion of their prescribed tenure or ""cooling off" period.
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RETENTION OF ACCOMMODATION

106 39 Central Goveriment cmplovees and AlS officers when posted to
the N.E. region and Sikkim from a place outside the region arc allowed to retamn
their accommiodation at the previous place of posting for certam specified peniods
subject to pavment of prescribed hicence fees to the Government. It has been
reported that the hicence fee charged 1s higher than the normal rate in such cases
It has ben demanded that normal rates of hicence fec should be levied by the
Govermment n all such cascs of retention of accommodation. We have considered
the demand and recommend that normal rate of licence fee only should be
levied in such cases. Qur recommendations on retention of such
accommodation in para 112.60 with levy of normal rate of licence fee shall
also apply to the AIS officers of the North-Eastern cadres and Sikkim.

CHILDREN EDUCATION ALLOWANCE

106.40 It has been demanded that in view of the lack of adequate
cducation facilitics in the North-Eastern regton the actual expenditure incurred on
cducation in the best schools and colleges should be reimbursed to all Central
Government cmplovees including AIS officers posted there.  Presently, the
Children Education Allowance and hostel subsidy arc granted at the rates of
Rs.530/- and Rs.150/- respectively on this account. We recommend that for
officers posted to the N.E. region and Sikkim, the rates may be doubled.

MEDICAL FACILITIES

106.41 It has been stated that the AIS officers allocated to N E. regions
who Icave behund their families at the previous place of posting on their reversion
to the respective N.E. cadres are presently not entitled to CGHS facilitics. It has
been demanded that their families niav be allowed to be covered under the CGHS
Scheme. We sce no reason for denving this facility 1o them and recommend that
families and dependents of such officials should continue to avail themselves

of the CGHS facilities during their period of posting to the N.E. States and
Sikkim.

TELEPHONE FACILITIES

106 42 Central Government emplovees and AlS officers who are eligible
to have residential telephonces at their last place of posting arc required to pay rental
and other charges on retention of this facility while they are posted to N.E. States.
It has been widely demanded that 1n such cascs the rental and other charges should
be borne by the Government.  After carcful consideration of this issuc, we
recommend the retention of telephone at their residence may be allowed at
Government expense with a ceiling of 750 calls per billing cycle.
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EMERGENCY PASSAGE

Our 10643 The Scrvice Associations have demanded annual home town LTC

recommendatins (4 cititics for the officers of AIS and Central Govemment posted to the N.E. States
and Sikkim. They arc presently governed by the normal LTC provisions. In view
of the financial implications involved. we do not favour a large scalce rclaxation in
the existing LTC provisions. Howcever, keeping in vicw the remoteness and
maccessibility of the regions n genceral, and the difficultics faced by thesce officers,
we recommend for them two emergency passages to their home town with
family by the entitled class in their entire service career. This will be in
addition to the facility available to them under the normal LTC rules.
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107

Travelling
Allowance

Travelling
entitlement while
on lour and
transfer in public
interest

INTRODUCTION

107.1 Travelling Allowance(TA) 1s acompensatory allowance granted to
a government emplovee 10 cover expenscs insurred by him while travelling in
public intcrest.  The present policy is that TA should not become a source of
income or profit to government scrvants.

TRAVEL ENTITLEMENTS

107.2 At present government cmployees drawing basic pay plus NPA plus
Stagnation Increment of Rs.5100 and above are allowed travel by first class AC;
those drawing between Rs.2800-5099 arc allowed AC H tier/first class; thosc
drawing betwecn Rs. 1400-2799 arc allowced travel by first class/AC chair car, or
by AC II ticr when first class/AC chair car is not available in dircct trains, and
thosc drawing pay below Rs. 1400 arc allowed to travel by second class. Officers
in reccipt of pay of Rs. 5100 and abovc may, at their discretion, travel by air on
tour/transfcr. Apart from this, non-cntitlcd officers are also allowed to travel by
air under certain specified provisions. No official below the level of Scerctary to
Government of India is presently cntitled to travel first class by air cither within or

outsidc the country while on tour.

107.3 We arc of the opinion that since government officials have to
undertake tours specifically in public interest it 1s nccessary that they are allowed
appropniatc entiticment to travel by rail/air. We, accordingly recommend that
the entitlement for journeys by rail/air on tour and transfer in public interest
should be revised as under:-
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Daily Allowance

Top Executives = Air first (J) class/ AC 1 class
tram

Senior Executives and Executives Air cconomy (Y) class

i pay scales of Rs.3700-5000 and in case of domestic

above. flights and business/ club
class in case of foreign
flights/AC 1 class train

i

Executives in pay below = Air economy class/AC 11
Rs.3700-5000 Tier train
Supervisory Staff = AC H Tier train
Supporting Staff = First class train/

AC 111 Tier train
Auxiliary Stafl = Sleeper Class Train

In case of road travel between places connected by rail, travel
by any means may be allowed provided the total fare does not exceed the
train fare by the entitled class. In case of places not connected by rail, all
Executives should be allowed travel by AC bus/AC taxi
Supervisory/Supporting Staff should be allowed travel by deluxe/express
buses and Auxiliary Staff by ordinary bus. Wc¢ have towered the chgibility for
air travel deliberately so as to curtail loss of official time incurred during train/road
travel while on tour. This will also reduce the amount of DA which 1s paid for the
entire duration of the tour. While no changes are necessary in entitlements for
travel by sea, to convert the existing entitlements which are based on monthly
emoluments to a rank-based system, we recommend that in case of journeys
by sea or river steamer, officers of the status of Executives and above should
be allowed travel by highest class. Supervisory and Supporting Staff should
be allowed travel by lower class if there are more than two classes. Auxiliary
Staff should be allowed to travel by the lowest class.

107 4 Dailv Allowance is a uniform allowance for cach day of absence
from hcadquarters on duty to a place bevond a radwus of 8 kilometres, which is
intended to cover the ordinary daily expenses incurred by a government servant
away from his headquarters while on tour.  Present rates of daily allowance on tour
have not been revised since January, 1992, Duc 1o inflation, these rates have now
become unreahstic and are not adequate to mect the incidental expenditure incurred
by government servants on tour. Thus there is a case for upward revision of these
rates. As wc have dealt with rationahisation of accommodation entitlement of
government oflicials on tour scparately, only ordinary rates of daily allowance arc
being considered here. Increasc in the same proportion as the rise in the All India
Consumer Price Index may not prove to be sufficient as the government emplovee
has to incur expenditurc on transportation within the city being toured, out of the
daily allowance received by him. 1t 1s also a fact that in a new place with attendant
language problems. unfamibianity with routes of public transport ctc . an emplovee
has 1o perforce use scooter/taxt which proves 1o be quite expensive. Further. with
mproved hotel entitlement being recommended elsewhere, the expenditure on food
would also go up which may not be compensated-by merely neutralising the effect
of mflation on the existing rates. Presently, the TA/DA rates arc fixed on the basis
of pav plus Non Practising Allowance plus Stagnation Increments. We observe that
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Accommodation
entitlement while
on tour

granting TA/DA on the basis of pay frequently leads to anomalous situations where
semor officers have to travel by a lower class and receive TA at lesser rates vis-a-
vis their subordinates whose salarics may be higher on account of longer years of
service. We have separately recommended grouping of employcees into five levels
m the hicrarchy based on their functional responsibilitics. This grouping could be
conveniently adopted for determining entitlements to Travelling Allowance as a
mcasure of rationalisation. Accordingly, we recommend that the categories
and rates for travelling allowance and daily allowance may be revised as
under:-

SI. Category Daily Allowance
No. A-1 class A class B-1 Class Others
cities cities &  cities

specially And

Expensive expensive

Localities cities
Hotel/ Hotel/ Hotel/ Hotel/
Non-Hotel Non-Hotel Non-Hotel Non-Hotel
Rates/ Rates Rates Rates

1. Top Executives & Rs.400/ Rs. 320/ Rs.240/  Rs.160/

Sr. Executives 200 160 120 80
2. Executives Rs.350/ Rs.280/ Rs.210/ Rs.140/
150 120 90 60

3. Supervisory Staff Rs.225/ Rs.180/ Rs.135/ Rs.90/
125 100 75 50

4. Supporting Staff Rs.190/ Rs.150/ Rs.115/ Rs.75/
100 80 60 40

wn

. Auxiliary Staff  Rs.150/  Rs.120/ Rs90/  Rs.60/
75 60 45 30

It 1s clarified that hotel rates will be admissible only in case a
govermnment servant stays in a properly licensed hotel, charging a regular tariff. In
all other cascs, including stay in government/public sector/private guest houscs,
ctc. the Non-Hotel Rates will apply.  In order to prevent any erosion in these
rates on account of inflationary pressures we further recommend that
government should review these rates of TA/DA whenever the all India
Consumer Price Index increases to the extent of fifty per cent.

107.5 We have received many demands requesting rationalisation of
present entitlements of daily allowance for stay in hotels. We note that thesc
entitlements arc quite low and need 1o be revised.  Normally 1t should be the
endeavour of the government 1o provide guest houses for the touring officials in all
major citics and steps to construct such guest houses should be undertaken. This,
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however. will depend on the availability of funds and can only be suggested as a
long-term mcasurc. In the meantime. considerable difficultics are being faced by
officials m sccuring decent accommodation while on official tour and they have
often to rely on hospitality of collcagues and relatives.  There 1s adequate
justification for permitting stay in approved hotels which charge a regular tariff.
Accordingly we recommend that different categories of government
employees on tour may be provided with accommodation as under:-

CATEGORY ACCOMMODATION

Reimbursement of actual expenditure incurred
towards normal single room rent in a hotel of a
category not above 5 star.

Top Executives &
Sr. Executives

Executives Normal single room in a hotel of a category not
above 3 star.

A-1 A class B-1 class Others

class cities & cities &

cities specially specially

expensive  expensive
localities localities

Supervisory Any hotel  Any hotel  Any hotel  Any hotel
Staff roomupto roomupto roomupto roomupto

Rs.200 Rs.160 Rs.120 Rs.80

per day per day per day per day
Supporting Any hotel  Any hotel Any hotel  Any hotel
Staff roomupto roomupto roomupto roomupto

Rs.150 Rs.120 Rs.90 Rs.60

per day per day per day per day

¢

Auxiliary Any hotel  Any hotel  Any hotel  Any hotel
Staff roomupto roomupto roomupto room up to

Rs.100 Rs.80 Rs.60 Rs.40

per day per day per day per day

These cnhancements would provide adequate facilities befitting their status to
thosc government officials who have necessarily to undertake such tours in public
interest.  We are of the view that with this upgradation officials would not be
forced to avail themselves of hospitality extended by private partics while on
official tour, which wiil also help in reducing the existing malpractices in the
government to some cextent. In order to munimisc expenditure on hotel stay,
government may consider reserving a few rooms in Public Sector hotels on
negotiated fower rents, and touring officials could be asked to stay in such rooms
on pavment of a nominal rent which could be deducted as a percentage of their
dailv allowances.
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107 6 Preseatly. an officer proceeding on tour in a staff car can. in
exceptional cascs and with prior approval of an ofTicer of the level of scmor
exceutive, take his family members along with him but for this facility he has to
pay a prescribed amount. We are of the view that no justification exists for
charging any amount from government officials for this facility and
accordingly recommend that while the condition prescribing prior approval
by a senior officer should continue, no charges may be levied on an official for
taking his family members along with him.

TRANSFER ALLOWANCE

107.7 The rates of lump sum transfer grant and packing allowance were
fast revised on 1-11-1986. Since then, the inflation has gone up by more than 150
percent. Accordingly, therc 1s a casc for upward revision of these grants. We have
rcceived numerous demands secking daily allowance for a government cmployee
transferred n public interest at the new place of posting: for a specific period or till
such time he 1s allotted a government accommodation. We feel that this demand
1s justificd, cspecially as landlords frcquently have been known to demand
substantial amounts as advancc rent.  Keeping all these facts in mind we
recommend that Packing Allowance and Lumpsum transfer grant should be
merged and called *Composite Transfer Grant'. The quantum of this grant
should be increased and made equal to one month's basic salary. Presently,
Packing Allowance and Lumpsum Transfer Grant are only available in case
of transfer between two stations located at a minimum distance of 20
kilometres from each other. We recommend that ‘Composite Transfer Grant'
(@ one month's basic pay should invariably be paid in case of all transfers
involving a change in station, irrespective of the distance between the new and
old station. However, in cases of transfer within the same city wherein a
change of residence is necessitated solely on account of the transfer,
Composite Transfer Grant equal to 1/3rd of the monthly basic salary of the
transferred employee may be paid.

107.8 Presently, personal cffects transported by road between places
connected by rail arc only reimbursed to the extent of actual expenditurc or 1 1/4
times of the amount admissible for transport by goods train for the maximum
admissible quantity, whichever is Iess. Frequently rail wagons arc not available or
there are some genuine practical difficultics duc to which a govermment official on
transfer 1s forced to transport his personal cffects by road. As transportation by
road 1s costlicr, the cmployece on transfer has to incur additional expenditure from
his pocket, which is not fair. Accordingly, we recommend that the government
employees on transfer should be allowed full reimbursement of actual
expenditure in case of transport of personal effects by road.
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PROVISIONS FOR RETIRING EMPLOYEES

107.9 Currently, in casc of retired cmploycees scttling down in a station
other than the last station of duty. entitlements similar to those on transfer are given
with the cxception that transportation of conveyance at government CXpensc is
allowed onlv if it is certified that the posscssion of the conveyance by the cmployce
whilc in service at the last place of duty was in public intercst. We recommend
that requirement of certificate for transportation of conveyance in such cases
may be done away with, as no rationale exists for the same.

107.10 Our recommendation for Composite Transfer Grant would be
cqually applicable in casc of retired government cmployces.  We note that no
lumpsum transfer grant for packing allowance is currently available to government
scrvants scttling down in the last station of duty but with change of address. In finc
with our reccommendations for pavment of such allowance at the time of transfer
we recommend that Composite Transfer Grant at the rate of one third of the
last basic pay drawn should also be given in case of retired government
employees settling down in the last station of duty but with change of address.

TRANSPORT ALLOWANCE

107.11 We have observed that on account of various factors like
unprecedented growth of city limits, increase in volume of traffic and
nonavailabihity of residential accommodation at reasonable rents near offices which
arc usually located in the heart of the city, there has been an unprecedented increase
in the commutation time between residences and place of work. This affects the
work environment in offices adversely as employees spend much of their energy in
commuting and are, therefore, not able 1o concentrate properly on official work.
While government has allowed journcys between residence and place of work by
official car to executives of the rank of Joint Sccretary and above on payment of
an monthly amount, the same neceds to be further expanded and liberalised,
especially in the context of the public sector and private sector practice of cither
providing a company car or a liberal petrol allowance to its exccutives. Details of
such allowances are indicated at Anncxe 107.1.

107.12 At the time when facility of using office car for travel between
office and residence was initiated for the senior officials, the JCM demanded a
monthly allowance for defraying partially the cost of travel between residence and
office in casc of lower government functionaries as well.  Conscquent to a

disagreement being recorded on this issuc in the JCM National Council, the 1ssue

was referred to the Board of Arbitration which awarded an allowance of Rs.35 per
month to all central government employces w.e.f. 1 4.89. The government did not
accept this award and initiated motions in both the Houscs of Parliament sccking
its rejection. However, till date, no final decision has been taken on these motions.
Obviously. government has itself been reluctant to press thesec motions.
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107 13 Accordingly we recommend that Executives, Supervisors and
the category of Supporting and Auxiliary stafl may be given transport
allowance at the monthly rates of Rs.800, Rs.400 and Rs.100 respectively in
places classified as A} and A cities. In all other places transport allowance
at the rate of Rs.400 for Executives, Rs.200 for Supervisors and Rs.7S for
Support and Auxiliary staff may be granted.

10714 Along with the decision to grant transport allowance. Government
should also try to phase out the staff cars in the following manner -

(1)  Staff cars attached to individual officers should be permitted
only to Top Executives in the Government and field
functionaries who need such attached staff cars due to the
nature of their work.

(1) For all other officers, there should be a common pool of private
vehicles which should be taken on daily hire on the basis of
annual rate contracts. These should be the minimum necessary
for transaction of official work.

(m) The cadre of staff car drivers should be frozen, so that
departments are finally left with only as many drivers as are
required to ply the attached staff cars. All other posts should
be gradually abolished, as and when a vacancy arises in the
normal course. Surplus drivers should also be encouraged to
take voluntary retirement with golden handshake.

(1v)  In the interim period, such drivers may be redeployed on other
duties by retraining. Surplus vehicles should also be disposed
of.

107.15 Certain specified categorics of physically handicapped central
government employees bome on regular establishment are presently given
conveyance allowance. The rate of convevance allowance to handicapped central
government employees has remained unchanged since 1987. A case therefore
exists for increasing this allowance. Further, we have scparatcly recommended
transport allowance for all central government employees.  Accordingly, we
recommend that conveyance allowance to specified categories of physically
handicapped employees may be abolished and instead all suth employees may
now be paid transport allowance at double the normal rates.
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RANGE OF CONVEYANCE ALLOWANCE

ANNEXE -107.1

NAME OF THE PSU/BANK

SUPERVISORY

EXECUTIVES WORKMEN OTHERS
Gujrat State Fertiliser Company Rs.2180-1280 Rs.725-530 Rs.705-505 Rs.215
Ld.
NTPC Lid. Rs.1460-240 Rs.235-180' Rs.225-150 --
Coal India Ltd. Rs.1200 Rs.950 Rs.330 Rs.190
Tchri Hydro Development Rs.1100-375 Rs.280 Rs.175 Rs. 120
Corpn. Ltd.
Project and Equipment Corpn. of Rs.1060-1000 - Rs.340
India Limited/Statc Trading (Car) (Two Wheeler)
Corpn. of India. Rs.370 Rs.150 (Other Mode)

(Scooter)

Rs.175

(Other Mode)
indian Railway Construction Co. Rs.900-800 Rs.350-300 Rs.300-250 Rs.250-200
Ccement Corpn. of India Ltd. Rs.850 Rs.220-125 Rs.150-125 Rs. 100
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Mica Trading Corpn. of India

Lid.

Madras Fertilizers Ltd.

Bharat Yantra Nigam

Indian Telephoncs Industrics Ltd.

EPI Ltd

Bharat Electronics Ltd.

North Eastern
Handicrafts/Handlooms

Development Corpn. Ltd.

Hindustan Fertilizer Corporn

Ltd.

Paradcep Phosphatcs Lid.

Engineers India Ltd.

Rs.800 (car)
Rs.275(Scooter)
Rs.115(if no vehicle)
Rs.750
Rs.650-600(Car)
Rs.225-135(Two
Wheeler)
Rs.650-225
Rs.650-450
Rs.650(in casc of Car)
Rs.225(in case of

Scooter)

Rs.650-Rs.600

Rs.525

Rs.500-350

Rs.450-400

Rs.255-110

Rs.300

Rs.100-50

Rs.250-175

Rs.225-120

Rs.200-175

Rs.175

Rs.175

Rs.175-150
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Rs.255-110

Rs.300

Rs.65-50

Rs.125-85

Rs.175-150

Rs 100

Rs. 120

Rs.150-100

Rs.255-110

Rs. 150

Rs.65-50

Rs.50

Rs.140-115

Rs 45

Rs.45

Rs.40



Bongaigaon Refinery and
Petrochemicals Lid.

National Textiles Corp./ Rail
India Technical and Economic
services Ltd.

Hindustan Petrolcum Corp. Ltd

Bharat Aluminium Ltd.

Hindustan Salts Ltd./ Rural
Electnfication Corpn. Ltd.

Indian Overscas Bank

Statc Bank Of Hyderabad

Rs.450-400
Rs.450-400

Rs.450-300

Rs.400 (car)
Rs.175-100
(two wheeler)

Rs.450-400

Rs.350-175
(Rs.300-100 in casc no
vchicle 1s kept)

Rs.350-125
(Rs.200-100 1n case no
“vehicle is kept)

Rs.175-150

Rs.175-150

Rs.190-140

Rs.150-100

Rs.175-150

Rs. 175-125
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Rs.150-100

Rs 125-100
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Leave Travel (Zoncession

INTRODUCTION

1081 The Leave Travel Concession (LTC) admissible to the civilian
cmplovees of the Central Government other than railway cmplovecs envisages
reimbursement of expenditure on travel to the declared home town once in a block
of two ycars. with the provision that visit 1o any place in India would be allowed
in a block of four vears in licu of onc of the l(\\_"o Journcys to the home town.

DEMANDS

108 .2 The main demands made by civ ithan emplovees. cither individually
or through their scrvice associations. arc as under:-

(1) Encashment of LTC should be allowed

(1) An allowance should be paid to cover mcidental CXpCNSes.

(n)  Journcys on LTC should be allowed as per entittement for official tours.
() Forcign travel should be allowed on LTC.

) Frequency of LTC should be increased.

(v1) Rules prescribing travel by shortest route should be hiberalised.

(vin)  Emplovees posted 1in remote locahtics should be allowed air travel on
LTC.

(v} Facilitv of Lcave Travel Concession should be extended to retired
government cmiplovecs.
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(") Defimtion of dependents should be hiberalised

1083 In support of the above demands. it has been argued that
frequently: government emplovees are not able to aval themselves of LTC on
account of exigencics of work or other personal reasons and they need to be
compensated for therr devotion 1o duty. Ofien. they are not able to goon LTC as
they cannot aftord the incidental expenses on boardig lodging and local travel.
Government should. therefore. sanction an additional amount for mecting such
mcidentals. Increase i the frequency of LTC has been demanded on the ground
that government cmplovees posted in regrons far anan from their home town are
not able to fulfil their tamuly obligations as they cannot attord the high cost of
travel Restriction on travel by the shortest route 15 songht to be relaxed as journey
by the shortest route 1s not somctimes possible on account of factors such as
convemience of travel, avafability of connccung trams. cte . It has also been
conicnded that journcys on LTC should be altowed at par with entitlement for
journcys on tour as per the practice in PSUs. nationahsed banks_ cte.

OUR RECOMMENDATIONS

108.4 The LTC facility was mtroduced with the specific objecuive of
cnabling Central Government emplovecs to discharge their social obligations at the
homce town or to visit any placc in India 1o acquaint themsclves with the nich
cultural hentage of the comntry. The facility was never intended o be a supplement
to pay. The financial wplications of allowing such cncashment would be
cnormous. Repercussions on State Governments would also be there as. no State
Govemment. other than Gujarat. presently permits encashment of LTC. Keeping
in mind the basic philosophy bchind the LTC scheme and the daunting
financial implications, we do not recommend encashment of LTC or payment
of a lumpsum grant in lieu thereof.

108.5 As regards payment of an allowance to cover incidental
expenses incurred on travel, we have clsewhere allowed encashment of
earned leave upto 10 days along with LTC te the extent of a total of 60 days
in a career span. This measure, in our opinion, should be adequate to meet
the incidental expenses during travel on L.TC.

108.6 Presently travel on LTC wm a class ingher than AC-1 ver in
ratlways is not permutted.  Air travel is also not allowed  The facihty of LTC cxists
in alf the PSUs. nationahised banks. state gorermments. et Most of the public
scctor undertakings and nationaliscd banks allow their semor ofticials 1o travel by
airon LTC. A sinular facility has also been provided by the state governments of
Tamil Nadu. Himachal Pradesh. Meghalava. Tripura and Gujarat: We note that the
relative remuncration of government employ ees. especially at the semor levels,
already comparcs unfavourably with that of comparable posts m the public or
privatc sectors. Thus gap is further accentuated by the curtailment of other facihtics
hke travel on LTC by the entitled class. A perquisite of this natuee to compensate
the scnior functionancs in government. 10 a certain extent, for the lower
remuncration: admissible to them s not umustiticd  Accordingly. we recommend
that all senior executives (Joint Secretarics and above) showdd be permitted
to travel by air or AC First Class at thewr option, on LTC and all other

1606 -






Redefining
dependent family

members for 1.TC

Extension of LTC
o pensioners

LTC 10 Raitway
employees

10811 For purposcs of LTC. a dependent family member 1s defined as
onc whosc income from all sources. docs not exceed Rs 300 per month. In view of
the present inflation, the limit of Rs.500 per month appears 1o be inadequate.

Accordingly, we recommend that this limit should be increased to Rs.1,500
per month.

108.12 We do not propose extension of the facility of Leave Travel
Concession to the retired employees of the CentralGovernment on account of
the enormous financial implications iavolved.

108.13 Railway cmployees arc not chgible for Leave Travel Concesston
available to the other civilian cmployecs of the Central Government as they arc in
receipt of frec passes for travel anywhere in India. This scheme s alrcady quite
libcral. We therefore, do not propose any change in the existing scheme of free
railway passes for railway employees.



109

Srecial Pay

Introduction

Revision of rates
of Special Pay

109.1 The system of granting special pay as an addition to the scales of
pay or specificd posts or to the pay of a group of cmployecs or an individual
cmplovee has been in vogue for a tong time.  As defined in F.R 9(25), this is
granted in consideration of (a) the specially arduous nature of dutics; or (b) a
specific addition to work or rcsponsibilitics. The quantum of special pav varies
from post to post, but is presently restricted to an overall ceiling of Rs.500 per
month.

109.2 Scrutiny of the data collected by us reveals that as many as 1.89
lakh employees arc presently in receipt of special pay of varying amounts. Their
Group-wise distribution is as follows:

Group Number of ecmployees tn receipt of
Special Pay and its Quantum

Below Rs. 100 Rs.101-200 Rs.201-400  Above Rs.400

A 42 260 4,692 5,423
‘B’ 378 13,561 256 274
c 1,05,202 50,110 2,225 1,266
‘D' 5,072 62 Nil 7
1093 We have received a large number of representations urging

cnhancement of the quantum of special pay, its payment as a percentage of the
basic pay, removal of the ceiling on its quantum, etc. As has been obscrved by our
predecessor Commissions as well, we recognize that there is a need to provide
some compensation for clearly identifiable additions to dutics and responsibilitics
or arduousncss of duties as is recognizable. Special pay is, no doubt, a satisfactory
device for the purpose. It has nevertheless to be recognized that its extension
should be restricted and be the exception rather than the rule. We, however, find
that the number of posts to which special pay was attached had increased from
about 70,000 in the early Seventies to over 2 lakhs in the mid-Eighties. Though
the Fourth CPC had expressed the view that it was necessary 1o restrict the number
of posts entitled to special pay, we arec concemed to note that there has been no
perceptible improvement in the position since then, inasmuch as about 1.89 lakh
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icu of the special increment, payment of mcentive at a uniform rate regardless of
the status of the beneficiary or the pay drawn by lim, and payment of a higher
incentive to those adopting the small family norms after only one child

10910 After carcful consideration of these suggestions, we are not in
favour of a uniform incentive to all categories of employees or relating its
quantum to the number of surviving children. There is also no justification
for any enhancement of the special increment, which is presently available to
the beneficiaries as a distinct addition tc their pay till they superannuate.

109.11 We are however, inclined to agree with the suggestion that the
beneficiary should have an option to receive the incentive either in the form
of a monthly addition to pay as at present or as a lump sum payment. This
may be particularly more acceptable to the lower categorics of cmployces, who
could be encouraged by this measure to adopt the small family norms in larger
numbcers. We, therefore, recommend that such an option should be provided.
The lump sum amount in lieu of monthly payments could be determined in the
same manner as the commuted value of pension in the case of retiring
employees. Employees opting to receive a lump sum amount will not,
however, be entitled separately to any rebate in the interest on house building
advances. The option could also be extended to those who are already in
receipt of a personal pay, the lump sum amount being computed in their cases
with reference to their age next birthday on the date of application.

109.12 A suggestion has been made that the personal pay presently being
drawn by empiovees for promoting small family norms should be revised in the
same proportion in which the scales of pay of the posts held by them are proposed
to be revised by the Commission. The manner in which the special pay should be
rcgulated with reference to the revised scales of pay recommended by it was
considered by the Fourth CPC which had suggested that this may be revised so as
to be equal to the lowest rate of increment in the revised scalc of pay applicable to
the post mn which an employee had camed the personal pay for promoting small
family norms. This was accepted by Government. The methodology evolved for
the purpose by the Fourth CPC is considered to be appropriate and adequate
and we recommend that the same should be continued.

109.13 It has also been suggested that, as a disincentive, certain
restrictions should be imposed on the privileges and facilities available to
cmplovees having more than two children. A beginning in this regard has already
been made by Government. Women emplovees having more than two surviving
children arc not entitled to maternity leave. Following the recommendation of the
Fourth CPC, assistance for education of children is also restricted to only two
children afier December, 1987. We are of the view that various incentives and
disincentives should be continued as part of an overall strategy to persuade
employees to supplement government's efforts in the sphere of family
planning. Apart from the restrictions already in force, the incentives may be
extended in future only to those with not more than two surviving children.
The facility of leave travel concession may also be restricted only to two
children of an employee. We would like to emphasize that Government

should examine the feasibility of introducing other disincentives and widening
their scope.

21612



Incentives for
adopting other
Samily planning
methods

Treating Personal
Pay as Pay

Fixation of
revised salaries

Grant of
relrospeclive

effect

Payment of
incentives (o
pensioners

109.14 A fairly widcsprcad demand is that the incentives for promoting
smali family norms should be extended to those cmployecs wito consciously restrict
the size of their familics by adopting family planning mcthods (including
hystercctomy) other than sterilization by vasectomy or tubcctomy. Hysterectomy
1s strictly a surgical intcrvention not related to or accepted as a method of family
planning.  While there is, no doubt, some ment in the suggestion that other
mcthods of family planning should also be given duc recognition for the purposc
of incentives, there would be practical difficultics in actual implementation.
Considering, however, the fact that the chances of conception by women over
45 years of age are normally remote, once a woman employee or the wife of
a male employee attains the age of 45 years, incentives on the same scale
could be extended to them, provided the concerned employees do not have
more than two surviving children. We recommend accordingly.

109.15 It has been urged that the personal pay presently admissible for
promoting small family norms should be reckoned as pay for all purposes as was
the position prior to January 1, 1986, when the recommendations of the Fourth
CPC were given effect to, and that this amoufit should also be exempted from
Incomc Tax. Elements of the remuncration package of Central Government
employces which are to be reckoned as pay for the purpose of various allowances
have been clearly defined in FR 9(21). The definition under FR 9(21) having been
consciously amended by the Fourth CPC, we are not in favour of further widening
its scope to include in pay various allowances and other incentives extended for
specified purposes. We are, therefore, unable to concede this-demand. In order
to avoid any confusion because of the description of the family planning
incentive as "Personal Pay", the nomenclature may be changed to '"Family
Planning Allowance". As far as exemption of the Allowance from income tax is
concerned, this will be treated like other allowances. (Refer Chapter 167).

109.16 Acceptance of the demand that existing beneficiaries of the family
planning incentives should be provided an option to have the personal pay merged
in their pay to facilitate fixation in the revised scales to be recommended by this
Comission would be contrary 1o the decision to treat all allowances, incentives, etc.
as distinct and separate elements and not as part of the pay of the recipients. We,
therefore, do not recommend acceptance of the suggestion.

109.17 Various incentives or benefits for employees having financial
implications are normally extended only prospectively, appropriate cut-off dates
being specified for the purpose. The validity of the concept of cut-off dates has
also been upheld by the Supreme Court. We, therefore, find no merit in the
demand that the incentives for promoting small family norms should be
extended to those employees who had adopted these norms prior to
September 1, 1979.

109.18 Another demand that the special increment should continue
to be paid to the beneficiaries as an addition to their monthly pension even
after their superannuation is also entirely devoid of merit and we do not
recommend acceptance of this suggestion.
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Deputy Sccrctary or Director because of the loss, in the process, of certain
privilcges and perquisites that they enjoy in their parent departments. In our view,
it would suffice if the aggregate of the grade pay and the Central (Deputation

on Tenure) Allowance is restricted to (a) the maximum of the scale of pay of

the deputation post in the case of appointments as Under Secretary, and (b)
an amount less than the minimum of the scale of pay of the post of Joint
Secretary by Rs.50 in the case of appointments to posts of Deputy Secretary
and Director. '

110.7 At present, officers of the All India Services and Group “A'
Central Scrvices are not entitled to any additional remunceration when they arc
appointed to posts of Joint Sccrctary and above under the Central Staffing Scheme.
On the contran . some of the officers appointed as Jomnt Scerctarics and alrcady in
receipt of pay in a higher pay scalc in their parcnt organisations arc cligible to draw
pay only in the scalc of pay of the deputation post, which results in a substantial
reduction in their cmoluments. Considering the fact that the appointments to posts
of Joint Secretary and above are in public interest, that these officers, in the
process, perform functions outside their normal sphere of responsibilitics and that
they arc also subjected to dislocation. we do not find adequatc justification to deny
them the Central (Deputation on Tenure) Allowance. We, therefore, recommend
that instead of restricting the allowance only to those appointed to posts of
Director and below, this may also be extended to those Officers appointed to
posts of Joint Secretary and above. On the analogy of our earlier
recommendation in respect of officers of the level of Director and below, this will
also be subject to the condition that the aggregate of the grade pay of the officers
and the Central (Deputation on Tenure) Allowance shall be restricted to a sum
lower than the minimum of the next higher scale of pay by Rs 50.

110.8 Further, such of thosc officers appointed as Joint Secretary and
above, who are in receipt of pay in a higher pay scale in their parent organisation
may be permutted to exercise the option that they may cither be allowed to draw
their grade pay in parent organisation, without any restriction, or the grade pay of
the deputation post along with the Central (Deputation on Tenure) Allowance in
the manner mentioned above.
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INTRODUCTIQN

1111 From the very beginning of the Industrial Revolution, when
workers saw that their employers were making huge profits, they started demanding
a share in the profits. A number of attempts werc made to achieve the goal of
profit-sharing not only by workers but also by Social Democrats in vanous
countries. The attempts werc cssentially in three directions: (i) simple profit
sharing, (11) shareholding with co-partnership, and (1) sharcholding without co-
partnership. Many profit sharing schemes were started during the periods of
prospenty and given up during the periods of depression and recession.

112 The International Congress on Profit Sharing held in Panis in 1889
defined profit sharing as payment made in accordance with a freely agreed scheme
of shanng, determined in advance and not variable year to year at the discretion of
the employer, of the profits of an undertaking with a substantial proportion of its
ordinary workers. The defimtion does not include schemes like production bonus,
individual or group piece-rates or other methods of payment based on output.

111.3 In our country, the concept of Bonus has undergone considerable
changes over the years. Originally the term "bonus' was used the way the term
‘Dearness Allowance' is used now, as compensation for rising food prices.

1114 In a famous judgement in 1942, the Bombay High Court in a
dispute between the General Motors Workers Union Vs. General Motors India
Ltd., observed that “It 1s an almost universally accepted principle now that the
profits are made possible by the contribution both capital and labour make in any
particular industry and I think it is also considered that labour has a right to a share
in the increased profits that are made in any particular period. But the distribution
of increased profits among the workers is better achieved by giving annual bonus
than by a further nise in wages. Wages must be fixed on the basis of normal
conditions.”

1115 The Committee on Profit Sharing (1948) observed that the
fundamental objective of profit sharing is that the worker should have a direct
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(iv) Create suitablc machinery for quick decisions on disputes regarding
allocablc surplus.

) Government to imitiate talks with trade umons and managements to
cxplore possibility of replacing bonus by long-term benefits like
rctircment pensions, temporary unemployment relicl, cte.

(v1) Scheme for crcating a gencralised pension fund.

(vii)  Divert part of allocable surplus in high- profit industrics towards financing
of rural cmployment scheme.

These recommendations were examined by the Ministry of Finance but no final
decision could be taken.

111.16 In 1979, the employecs of the industrics run departmentally like
Railways and Posts & Telegraphs not covered by the Bonus Act were paid bonus
linking thc same to production or productivity.

AD HOC BONUS SCHEME

111.17 The functioning of the PLB Scheme was reviewed in 1982-83 by
a Group of Officers under the Chairmanship of Shn Bazle Karim, the then
Sccretary (Coordination) in the Cabinet Secretariat. The Group of Officers also
considered the demands for grant of bonus to those Central Government employees
who were not covered by the PLB Scheme. The Group was of the view that the
Government departments constitute a single infrastructure for the cconomy as a
whole and felt that there should not be any sense of discrimination resulting in
demoralisation among them as a group when the service conditions were uniform
all along. They suggested the evolution of Productivity Linked Bonus Scheme for
Central Govemment employees as a whole. Based on the recommendations of the
Group and pending evolution of a single scheme of bonus for all employees, the
remaining employces who were not covered by the PLB were allowed ex gratia
payment cqual to 15 days salary in 1982-83. The recommendation of the Group
was examined in detail by the Government and it was found that keeping in view
the very nature of the work and the himitations of any attempt at measuring
productivity of the employees in sectors other than production oriented or
commercial, cvolution of such a formula was not feasible. Keeping in view the
practical difficulties involved in laying down paramcters of productivity of
employees who were being granted ad hoc bonus, it was decided by the
Government that there was no need for devising a formula for the purpose and that
such cmployees may continue to be granted ad-hoc bonus on year to year basis
taking into account all the relevant factors and the rccommendations of the Fourth
CPC. Accordingly, the number of days for which ad hoc bonus is to be paid is
determined by the Department of Expenditurc and announced every year. The
Fourth CPC, in Para 22.7 of its report, had observed that there was nothing to
prevent the Government from making ex gratia payment (ad-hoc bonus) if it so
desired but clanfied that it was in the nature of a concession arising out of goodwill
and cannot be claimed as a matter of right. It also held that ex gratia or ad-hcc

bonus cannot be said to form part of a regular scheme of emoluments of employecs
to whom it 1s granted.
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1118 The number of days for which ad hoc bonus has been paid to
Central Government emplovecs not covered by PLB Scheme, since 1982-83 1s
indicated in the following Tablc:-

AD HOC BONUS TO CENTRAL GOVERNMENT EMPLOYEES

Year _No. of days
1982-83 15 days
1983-84 18 days
1984-85 23 days
1985-86 23 days
1986-87 25 days
1987-88 27 days
1988-89 27 days
1989-90 27 days
1990-91 29 days
1991-92 29 days
1992-93 29 days
1993-94 29 days
1994-95 30 days
1995-96 30 days

PRODUCTIVITY LINKED BONUS SCHEMES

11119 The PLB Scheme in the Railways was evolved in consultation
with the two recognised Labour Federations of the Railways, the All India
Railwaymens' Federation (AIRF) and the National Federation of Indian
Railwaymen (NFIR). The principles contained in the payment of Bonus Act were
kept in view for the purpose of determining the eligibility ceiling, calculation
ceiling, defimtion of salary or wage ctc. The PLB Scheme for the Railway
cmployces came into force from the year 1979 and is reviewed every three years.
The scheme cnvisaged measurement of productivity of the Railways by the net
tonne kilometers for goods revenue traffic. To this was added passenger kilometers
(for non-suburban traffic only) by converting this by a factor of 0.071 to reach the
total equated net tonne kilometers (ENTKMs) as the output. The performance for
1977-78 was taken as the basc year. The increase of every additional 3250 million
ENTKMSs was to result in gain of a day's PLB and the decrease of 2250 million
ENTKMs in a day's drop of PLB. No PLB was to be paid if the performance in a
particular year fell below 90% of the performance of the base year. The wage
cciling for eligibility was fixed at Rs. 1600 p.m. and for calculation of bonus at
Rs.750 p.m. In 1983-84, a slight modification 1n the scheme was effected in as
much as a new base year representing the ENTKMs for preceding three years, i.e.
1980-81, 1981-82 and 1982-83 was introduced. It was further provided that a
day's additional PLB was to be paid for every increase of 3575 million ENTKMs
or part thereof and a day's PL.B was to be deducted with every fall of 2475 mitlion
ENTKMs or part thereof over the base year. Eligibility and calculation ceilings
were raised from Rs. 1,600 p.m. and Rs. 750 p.m. to Rs.2,500 p.m. and Rs.1,600
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cveny fall of 3 points, bonus was to be reduced by onc day. No bonus 1s payable
il the P1 falls below 85 points in any year  Ceilings on cmoluments for cligibility
and calculation arc fixed by the Ministry of Finance. The cciling for chgibthity and
calculation were fixed at Rs.3,500 p.m. and Rs 2,500 p.m. respectively. However,
for the accounting vear [995-96, the cligibility cciling was removed and all Group
*C' and D' cmployees were paid bonus on the calculation ceiling of Rs. 2500 p.m.
The cxisting bonus scheme 1s under review by the Department of Telecom. The
information rclating to number of days for which bonus has been paid to employecs
n Department of Telecom and the expenditure incurred since 1986-87 is contained
in the following Tablc:-

Year No. of days Expenditure in
for which crores of Rs.
bonus paid

1986-87 42 4151
1987-88 44 53.83
1988-89 46 57.07
1989-90 47 59.79
1990-91 48 63.85
1991-92 51 64.02
1992-93 53 81.62
1993-94 55 104.09
1994-95 55 N.A.
1995-96 55 N.A
111.24 The details relating to method of calculation of bonus by the

Department of Telecom. are contained in Annexe 111.2.

111.25 The bonus scheme 1n the Department of Posts is bascd on the
clements relating to postal services which have been culled out from the common
formula devised for the crstwhile P&T Department. 1985-86 was the first year for
which PLB was calculated separately for the cmployees of the Department of Posts
and PLB equal to 27 days' wagcs was paid. The PLB scheme was reviewed by a
departmental commuttee in 1985 and on its recommendations, a few additional
items of work relating to Postal Life Insurance, foreign post and pension payment
were included in the PLB formula. However, no change has been made in the basc
vear for measuring productivity which continues to be 1976-77. For the accounting
vear 1995-96, PLB cqual to 40 days' wages has been paid to all Group *C' and D'
cmployees of the Department of Posts, without any ceiling on wages for eligibility.
A review of the existing formula is cnvisaged by the Department. The information
relating to number of days for which bonus has becn paid to employces in
Department of Posts and the expenditure incurred since 1985-86 is contained in the
following Table:-
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1985-86 27 NA.
1986-87 34 NA.
1987-88 35 4782
1988-89 33 57.06
1989-90 34 48.00
1990-91 31 51.51
1991-92 31 50.00
1992-93 35 62.00
1993-94 36 87.25
1994-95 40 8538
1995-96 40 92.44
111.26 PLB was extended to Defence Civilian employees of Army

Ordnancc Corps (AOC), Cerps of Electrical and Mechanical Engincers (EME) in
the Ammy Head Quarters, Indian Air Force and Indian Navy in August 1980. The
scheme for payment of PLB to civilian cmployees of Naval Dockyards/Repair
Organisations and Allied/ Supporting units envisages pavment of 25 days' wages
as PLB whenever their performance rcaches the Productivity Index of 100. The
performance index for 1979-80 has been adopted as the base vear. For every risc
of 1.05 points in the index above 100, onc dav's extra wage over and above 25
days' wages 1s payablc as bonus. Simularly, for cvery fall of 0.7 below 100, onc
day's wagc is deductible. When the productivity index 1s 90, 18 days' wages are
pavable as bonus. In the event of productivity index falling below 90, no bonus is
pavable. The maximum hmit of 40 days' wages has been prescribed for payment
of bonus. PLB scheme for civihan employces of Air Force Depots/Repair
installations provides for payment of 25 days' wages as bonus for achicving
productivity cqual to the base year 1979-80 which has been assumed to be 100
For cvery nisc of the index level by 2.1 above 100, one day's extra wage is payable
as bonus. Similarly, for cvery fall of 1.4 below 100, the employees lose one day's
wage on account of bonus. The minimum bonus payablc is for 18 days' wages for
a productivity index of 90. No bonus 1s payable if the index Ievel falls below 90.
The maximum bonus pavable is cqual to 40 days' wagcs.

111.27 The Table showing the number of days of PLB given to industrial
cmployecs m Army Ordnance Corps (AOC), Electrical and Mechanical Engincers
(EME), Indian Navy and Air Force since 1980-81 is as under:-

Year AOC EME NAVY AIRFORCE
1980-81 25 20 25 19
1981-82 29 19 Nil 28
1982-83 33 18 23 22
1983-84 33 28 22 22
1984-85 34 31 23 23
1985-86 36 31 26 27
1986-87 40 30 25 25
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Year AOC EME NAVY AIRFORCE

1987-88 40 - 34 34 28
1988-89 40 40 33 27
1989-90 40 36 34 40
1990-91 40 30 40 40
1991-92 40 32 37 40
1992-93 40 36 40 40
1993-94 40 31 34 40
1994-95 40 31 34 40

COVERAGE AND FINANCIAL IMPLICATIONS

111.28 The Fourth CPC had ¢stimated that the productivity-linked and
ad hoc bonus schemes had bencefited 98% of the Central Government employecs,
involving an cxpenditure of over Rs. 300 crorcs (approximatcly) for the year
1984-85. According 1o the Mimstry of Finance, 85% of thc cmplovces were
covered under the two schemes in 1994-95 and the total cxpenditure of
Government was Rs.1,022.90 crores (PLB: Rs. 855.28 crores; ad hoc bonus:
Rs.167.62 crores). As per information furnished by the Ministry of Railways, 90%
of their employces were covered under the PLB Scheme in 1994-95, involving an
cxpenditure of Rs.550 crores (approximately). In the Department of Telecom, the
coverage of employees by the PLB scheme in 1991-92 and 1992-93 was 64% and
70% respectively and the expenditure incurred was Rs.64.02 crorcs and Rs.81.62
crores respectively.

POSITION IN STATE GOVERNMENTS

111.29 While a number of State Governments like Jammu & Kashmir,
Himachal Pradesh, Mizoram, Sikkim, Arunachal Pradesh and Orissa do not pay
any bonus/ad-hoc bonus/ex gratia to their employces, some other State
Governments such as Goa, Rajasthan, MP, West Bengal, Tamil Nadu, Assam, ctc.
follow the Central Government pattern in the matter of payment of ad hoc bonus.
In the State of Tamil Nadu, ex gratia is also paid to officers not covered under the
Bonus Scheme. In Assam, the chgibility himit for payment of ad hoc bonus is
Rs.4,500 per month.

POSITIONIN PSUs

11130 Section 20 of the Bonus Act stipulates that if in any accounting
year, an cstablishment in public scctor sells any goods produced or manufactured
by it or renders any services, and the income {rom such salc or service or both is
not less than 20% of the gross incomé of the establishment in public scctor for that
year, then the provisions of this Act shall apply in relation to such cstablishment
in public sector as they apply in relation to a like establishment in private sector.
The enterpriscs or their units which do not meet the provisions of Section 20,
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above. and arc monopolist mav pay ex gratia in heu of bonus to their cmployeces,
as per the parameters of Bonus Act. The question whether the concerned enterprise
is competitive or not is to be determined cvery year by the
Management/Administrative Ministry based on the sales revenuc derived by it wm
competition with the private sector. ’

11131 In addition to the statutory bonus or ex gratia, as the case may be.
somc cnterpriscs have also introduced production incentive bonus scheme.  [n
contrast to profit bonus, production bonus is linked to the quantity of production
or rate of production and somctimes cven o quality. It s a payment of further
emoluments, in addition to regular wages or salarics depending upon production,
as an incentive 1o the employees to put in more than the standard performance.
Thus, cxtra paviment depends not on profits but on extra production. Increase in
production/productivity is determined on the basis of yardsticks evolved by
individual cnterpriscs. Functional Dircctors on the Boards of public enterpniscs
arc, however. not entitled to any PLB or ex gratia.

REFERENCE MADE BY GOVERNMENT

11132 In 1ts meeting held on 29.10.1996 the Umon Cabwnet decided that
all Group "C' and "D' employees should be paxd PLB and ad hoc bonus, as the casc
may be, for the accounting year 1995-96. For the future. the entire matter relating
10 bonus to Government employees was referred to the Fifth CPC to recommend
a clear policy on the subject, including the formulac for detcrmination of the
amount to be paid to different categories of employecs 1n various Ministrics and
Departments. Our Terms of Reference were modificd vide Resolution dated
19.11.1996 by addition of para 2(h) to our Terms of Reference as under:

2(h)  "To exanune the various methodology emploved for detcrmination and
payment of Productivity Linked Bonus (PLB) in th¢ Mimstries and
Departments of the Central Government and recommend the general
pninciples and conditions which should govern pavment of bonus and also
to rccommend the specific parameters for cvolving bonus formulac for
cach Mimistry and Department where PLB schemes arc i foree at present.

The Commussion may also examine the “ad hoc' bonus scheme in force in
thosc Departments where PLB schemes arc not in operation with a view
to rccommending the desirability and fcasibility of introducing
productivity linked incentive scheme and may reccommend a specific

formulac for determining the productivity index and other related
paramcters.”

EFFORTS MADE

11133 Taking a cue from the Fourth CPC's report that the shortcomings
of the existing PLB schemes had been highlighted by the Bazle Karim Committec,
we tried our best to obtain a copy of the report of the Bazle Karim Committce from
all possible sources, including the Ministry of Finance and Ministry of Labour, but
without any success. We were, however, supplied an extract from the Report of the
Bazle Karim Commuttee by the Confederation of Central Government Emplovecs
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and Workers, along with their memerandum on the issuc of bonus.

11134 Having failed in our cfforts 10 procurc background matenal on
payment of bonus, we tricd to approach the issuc from all possible angles,
mcluding analysis of the existing PLB and ad hoc bonus schemces and entrusting
a studv to the speaialised agencics for cvolviag formulac for deternunation of
amount to bc pad 1o different catcgones of cmployces under cach
Ministry/Depaniment.  This Commission had entrusted a number of studics to
various spccialised institutions on different subjects which were covered by our
Terms of Reference, so as to cquip oursclves with the latest position on the subject
and the indcpendent views of expert bodics. Going by our expericnce with these
specialised agencics in regard to time taken for submission of the study reports, we
had to drop the idea of entrusting a studv on bonus to any such institutions, because
thc Commission coukl not afford 10 sit for another onc year or morc to reccive the
rcpont and formulatc its views thercafier.  The other alternative left to the
Commission was 10 take upon itsclf the gigantic task of acquainting itsclf with the
functioning of cach Mimstry/Depaniment including its production units and
formulating the bonus schemes relevant to cach individual Ministry. Recoursc to
such a mcthodology would have delayed the final repont of the Commussion
because our Terms of Reference were madificd at such a point of tin:: when we
were in the process of finahsing our report.  Morcover, the procedure of work
fotlowed by this Commission such as issuc of notification in the press, inviting
mcmoranda from the mdividuals, umions of employecs, interested persons, non-
officials, processing of memoranda, calling for comments of the concemed
Ministncs/Departments, granting oral evidence to the memorandists/unions ctc.
would have taken considerable ime.

REPRESENTATIONS BY ASSOCIATIONS

11135 Meanwhile, we received representations f-om Al I

Railwaymen's Federation (AIRF) and the National Feder. 'on o1 Indian
Rallwaymen (NFIR) suggesting that the working of various departments and
undcrtakings under the Government of India were nol similar and diffcred from
department 1o department.  Indian Railways were an industry and the Railway
cmployces were industrial workers. The working and working hours of
Rallwaymen differed from the rest of the Central Government cmployecs.
Thercfore, the Productivity Linked Bonus should be a matter of bilaterally
negotiated scitlement.

11136 The Postal Officers’ Assoctation urged the Commussion to make
a recommendation for extension of Productivity Linked Bonus to all employees,
irrespective of categones, on the ground that cveryonc in an orgamisation had to
exert and contributc to productivity of thc department. The distinction of
class/catcgory in extending the bencfit of PLB 1s a new concept introduced this
vear, because in the onginal Government orders the ceiling on pay and allowances
of an individual employee was the critenon for entitlement to such benefits.

11137 The All India Postal Officers’ (Accounts) Assoctation represented
that the PLB Scheme in the Department of Posts was introduced as a package deal
and not under the Bonus Act. Bonus was calculated by dividing the productivity
by the total number of employecs including the officers. Therefore, excluding the
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officers at the time of actual payment of bonus was irrational. Since the officers
constitute about 3% of the total staff as against 97% of Groups "C' and "D’
cmployees. the financial implications would be meagre  Officers in the public
sector undertakings were getting bonus in the shape of ex gratia payment, which
was not less than the amount granted to the workmen.  Bonus should thercfore, be
paid to all cmployces without any cetling.

11138 GS! Scientific Officers’ Association submitied that bonus should
be paid to cach and cvery employee. Distinction among Groups “A', 'B', "C" and
"' for this purposc was discriminatory and should be done away with, for the sake

of social and cconomic justice and to bridge the gap between the wages paid and
living wagcs.

11139 The Confederation of Central Government Employces and
Workers demanded that (i) the minimum Productivity Linked Bonus should be not
lcss than 10% of the average annual emoluments, (1) the existing ceiling of
Rs.2500 for determining quantum of PLB should be removed because Payment of
Bonus Act was not applicable in respect of PLB scheme, (i) cach department
should cvolve a formula through discussion in the respective departmental councils,
(iv) in respect of Central Secretariat and allied offices, the recommendation made
by the Bazlc Karim Committec may be adopted because of difficultics in measuring
productivity, (v) the PLB to daily wagers with temporary status should be
computed on the total emoluments and not on the fixed amount of Rs.750, and (vi)
some scheme should be evolved 1n respect of part time extra departmental/rescrve
trained pool workers in P&T.

111.40 The other main demands rcceived by us relating 1o payment of
bonus arc that (1) employees belonging to Central Board of Direct Taxes and
Central Board of Excise and Customs should be paid Revenuc Linked Bonus on
the analogy of Productivity Linked Bonus, (11) employees in Mints and Bank Note
Presses should be covered by PLB Scheme rather than ad hoc Bonus Scheme, and
(n) there should be no eligibihity and calculation ceilings.

111.41 The Federation of Central Secretariat and Alhied Offices
Emplovees have represented that by abolishing monctary ceiling on bonus and
linking it 1o class/status of thc employcee, a serious anomaly has arisen where
officials in the higher pay scales of Rs.2000-3200 and Rs.2375-3500 have been
paid bonus whercas Assistants/Stenographers Grade "C' ctc. who arc in the pay
scalc of Rs.1640-2900 have been denied bonus on the ground that they are non-
gazetted Group "B’ employees. Morcover, other employees in the same pay scale
of Rs.1640-2900 but classificd as Group "C' have been paid bonus. It has also
been brought to our notice that Assistants and Stenographers Grade "C' in the
Railway Board who arc also classified as Group *B' non-gazetied have been paid
bonus. They have, therefore, sought removal of this anomaly by making a specific

recommendation for pavment of bonus to Assistants and Stenographers Grade C'
for the accounting year 1995-96.

111.42 We have considered the issucs and as a matter of policy would like
to make recommendations which will have prospective cffect. Past anomalics may
be looked into by the Government themsclves.

1143 Mimstry of Railways, Department of Telecom, Department of
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Posts and Ministry of Defence have suggested payment of bonus to all employvecs
irrespective of pay. drawn by them.

OBSERVATIONS OF COURTS

111.44 In the casc of the Associated Cement Companics Limuted Vs, its
Workmen. the Supreme Court laid down the guidchines as to when the claim for
bonus can be Justified by obscrving "Since labour and capital both contributc to the
camings of the industrial concern, 1t is fair that labour should derive some benefit
if there is a surplus after meeting the four prior or nccessary charges spectified in
the formula". In dealing with the concept of bonus, the Supreme Court ruled that
bonus was neither a gratuitous payment made by the employer to his workmen nor
could it be regarded as a deferred wage. According to this decision, where wages
fell short of the living standard and the industry made profit, part of which was duc
1o the contribution of labour, a claim for bonus could be legitimately made. (1959
SCR 925: AIR 1959 SC 967: (1959) 1 LLJ 644: (1959-60) 16 FIR 262: (1955)
1 SCR991: AIR 1955 SC 160: (1956) I LLJ 235, rclied on).

111.45 Some of the observations made by various authontics on the
concept and content of bonus arc as under -

(a) Bonus is not a bounty graciously made by the employer. Itis a cash
pavment made in addition to wages. It generally represents the cash
incentive conditionally madc on certain standards of attendance and
efficiency being attained, when the wages fall short of living wages and
when the industry makes profits which arc partly a result of contributions
made by the workers.

(b) Bonus is not an ex-gratia payment. It is a claim of the workers for a
share in the profits for which they are partly responsible. Thus even
if the wages paid arc living wages, workers are entitled to bonus under
certain circumstances.

() Bonus is not a deferred wage, so 1t cannot have a precedence over
dividends. Although thc bonus paid on the basis of any agrcement or
contract between the partics can be regarded as a deferred wage.

(d) Bonus is a cash payment made in addition to wages as a stimulus to
extra work and efficiency by the workers.

(¢)  Bonusis not an honorarium. It is paid on the basis of amount of profits
made and contribution of the workers generally to such profits, whercas
honorarium is paid for cxtraordinarily good services provided by an
individual worker.

OUR APPROACH

111.46 It can be said broadly that the Payment of bonus Act
(hereinafter referred to as The Act) treats the concept of bonus mainly as a
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Our approach

Our observations

Our

recommendations

profit-sharing device in an organisation In other words, the bonus payable
under the Act is profit bonus. 1t is perhaps becausc of this concept that Central
Govermment emplovees have been left out of the purview of the Act. The framers
of the Act, however, scem to have been conscious of the fact that bonus was not
only a profit-sharing device but also a motivational factor for increasing production
or productivity. The Act, therefore, provided for organisations rcaching an
agreement with their employees for grant of bonus based on production or
productivity.

11.47 Keeping in view the time constraints and reluctance of some of the
major Associations to deposc before the Commission, we feel the best way is to
deal with the general parameters that should govern the grant of bonus to
Central Government employees.

111.48 An analysis of the cxisting bonus schemes reveals that these are
production or output linked rather than productivity linked schemes because the
four major components of land, labour, capital and entrepreneurship, which are
cssential for achieving production have not been assigned due weightages. Over-
cmphasis has been laid on the labour component. The number of days for which
PLB is payable has been increasing year afier year in the casc of Railways, Posts
and Telecommunications employecs because of non-inclusion of certain important
criteria in measuring productivity such as induction of improved technology,
change in the work practices, replacement of old equipment, modernisation ctc. We
have also noticed that in the casc of Department of Posts and Defence Production
Units the formulac for computation of productivity are based on the performance
of a particular vear, rather than on the average of two highest performance years.
Capital which 1s onc of the most important components and which goes into
production of a commodity or service has not been included as one of the inputs in
any of the cxasting PLB schemes. Other important factors such as effectiveness or
quality of service, punctuality in runming of trains, delivery of letters, money orders
ctc., time taken to repair faults, accident-frec running of trains, customer
satisfaction ctc. have not been included as inputs for measuring productivity.
Provisions for disqualification also do not exist in the existing bonus schemes.
There 1s a variation 1n the number of days for which bonus 1s paid for the same
productivity index. While Department of Telecom pays bonus equal to 40 days for

Productivity Index of 100, the Department of Posts pays bonus for 25 days for the
samc Productivity Index of 100.

111.49 After considering the matter in all its aspects, we make the
following recommendations:

N The ad hoc Bonus Scheme should be replaced by a Productivity
Linked Bonus Scheme to be evolved by cach department in consultation
with experts in the ficld and the departmental council of the JCM, within

apeniod of 9 months from the date of notification of such a decision by the
Government.

) The bonus scheme in the Department of Revenue in respect of
cmployees in Central Board of Direct Taxes and Central Board of Excise
and Customs should be based on seizures of contraband, evasion of
customs/excise  duty, detection of under/over-invoicing of
import/exports, infringement of import/export licensing laws, number
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of searches and seizures made (o unearth black money, amount
realised as penalty from defaulters, number of refunds made and time
taken for issue of refund vouchers ctc.

3) The payment of bonus should be linked to productivity and not to
production as at present because in highly mechanised and moderniscd
industries such as Tclecom, there is not much scope for employces to
increasc or deccase the production as most of the jobs are donc
automatically in a mechanical and routinc way. With the nstallation of
highly sophisticated clectronic/digital exchanges with increascd installed
capacity, the number of telephones would automatically increase without

.any substantial contribution of thc cmployces. Likewise, in the
Department of Posts, with the introduction of automatic sorting machines,
transmission of moncy orders through satcllitc and computerisation of
most of thc postal functions at the counters, the output is bound to
increase without any significant contribution of the individual employecs.
Such changes in the methods of work or induction of advanced technology
warrant evolution of new work norms.

4) The formula to be evolved for measuring productivity should be
based on an input-output ratio by assigning duc weightages to land,
labour, capital and enterpreneurship which are the major inputs needed for
achieving output. In case of increase or deccase in any of these
components, the weichtages should be adjusted.

(3) Other important factors such as quality of service, customer
satisfaction, punctuality in running of trains, observance of schedule
for delivery of letters and money orders, rectification of telephone
faults, transportation of goods and their delivery etc. should be
accorded due weightages while mcasuring productivity.

6) The base for measuring productivity should be the average
performance of the two best years during the last five years.

) The payment of bonus should be restricted to those employees who
are categorised as Auxiliary and Supporting Staff and are in receipt
of emoluments not exceeding Rs.4500 per month in the revised scales
of pay. In other words, the chigibility ceiting shall be Rs.4500 per month.

8) The existing calculation ceiling of Rs.2,500 should be retained.

) There should be no minimum bonus either 1n the ad hoc or Productivity
Linked Bonus schemes.

(10)  There should be a ceiling of 30 days' wages under the current ad hoc
Bonus Scheme and 55 days under the Productivity Linked Bonus
Scheme.

(11)  The practice of treating the productivity index of the base year as

hundred and the ratio of 1:0.7 for calculating payment for
achievements above and below the base year's index should continue.
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(12)

(13)

(14)

(15)

111.50

In other words, additional bonus of onc day shall be pavable for every
increasc of onc point in the Productivity Index of the basc year. Similarly,
for cvery fall of 0.7 point in Producivity Index of the basc vear, bonus
shall be reduced by one day.

In the event of productivity falling below the productivity index of 90,
no bonus should be payable, as at present.

For a productivity index of 100 of the base year, onc should be
uniformly entitled to bonus for 15 days, and not 25 or 40 days as 1s the
position at present in the case of Department of Posts, Defence Production
Unuts and Department of Telecom.

The concept of disqualification for bonus should be introduced.
Employces who arc involved 1n departmental proceedings as for a major
penalty or who arc placed under suspension or those who arc charged with
criminal offences involving moral turpitude or employces whosc increment
1s withheld under the scheme of performance related increments should be .
disentitled for bonus.

In order to mcasure accurately the productivity of scrvice-oricnted
departments like Department of Posts, the goods produced and services
offered by such departments should be priced according to the cost.
Subsidy, if any, for these goods/services should be in visible terms and not
a hidden one.

It is hoped that the broad parameters suggested above would

suffice. We advise Government to leave the modalities of operationalising the

detailed PLB schemes to individual departments which have the time and
resources for such a massive exercisc.
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Annexe 111.1
(See para No.111.21)

PRODUCTIVITY LINKED BONUS FOR RAILWAYS FOR THE YEAR 1994.85

Existing formula for
calcuiation of PLB :-

Pl
PLB = o
BI

xB

Where Pl = Productivity tndex = Equated NTKMs
for current year
Open line staff strength.
Average equated NTKMs for the preceding
Bl = three years.
Average Open line staff strength
B= Average of PLB days in the preceding three years
Base Index (Bl) :-
Equated NTKMs 1991-82 = 268071 Million
1992-93 = 269404 Million
1993-94 = 268969 Million
Average for the 3 years : 268815 Million (i)

No. of staff (Open line)
1991-92
1992-93
1953-94

Average for the 3 years :

®

Base Index =  —--ee——-

(i)

No. of PLB days paid (B):-
1991-92
1992-93
1993-94

nonon

Average for the 3 years

Productivity Index (P1) for 1994-95

Goods NTKMs =
PKMs (Non-suburban) =

Equated NTKMs =

No. of staff

n

1556971
1551473
1527953

1545467 (i)

268815 Million

1545467

173938 (iii)

49
49
49

48 (iv)

249564 Million

251378 Million

249564 Million +
{1.071 x 251378 million)
267412 million  (v)

1507901 (vi)
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(v) 267412 million
Productivity for 1994-95 = - = ceemeeeecemeeee-
(1) 1507901

= 177340 (vii)
(vii) 177340
PLB payable for 1994-95 = - X (V) = - x 49
(1) 173938
= 4996
= 50 days
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Annexe 111.2
{See para No 111 24)

PRODUCTIVITY LINKED BONUS SCHEME FOR THE EMPLOYEES OF

DEPARTMENT OF TELECOMMUNICATIONS

Productivity index

for year n 40x An 7x Bn 20x Cn

Where-

15x En 8x Fn

Kn = Productivity for year n

An, Bn etc. aré A B etc. factors for year n

Ko = Productivity index for year 1985-86
(= 100).

No of Telephones + 2x No. of Telex connections

Wp

No of Telegrams booked

Wit

No of metered call units

Average No. of Direct Exchange lines

No of manual effective trunk calls

Wp

No. of telephone connections + No. of telex connections

No. of faults during the year

No. of telegrams delivered within 12 hours

No of telegrams booked

No of regular employees other than telegraph traffic +
corresponding equivalent of OTA @ 0. 5% casual labour

No. of telegraph traffic regular employees+
corresponding equivalent of OTA + 0.5% casual labour
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Hlowance

National Housing
Policy

Dvestment in
housing

HOUSING : A CONDITION OF SERVICE

1121 Housing 1s a basic human need and a valuable tool to promote
sociological, biological and cconomic well being i society.  The National
Housing Policy formulated by the Government of India in 1992 declarcs that :-

"Shelter and Development are mutually supportive. Housing forms an
important part of the straicgy of the Government for the alleviation of
poverty and employment generation, and is to be viewed as an integral part
of overall improvement of human scttlements and cconomic development".

This solemn policy declaration envisages assistance to all pcople. creation of an
cnabling cnvironment for housing activity. expansion of infrastructural facilities
in rural and urban areas, improvement 1n housing situation of the poorcst sections
and vulnerable groups by direct imtiative and financial support of the statc withmn
the overall context of policies for poverty alleviation and cmplovment. mobilisation
of resources and facihtation of investment in housing. promotion of morc cqual
distribution of land and houscs tn urban and rural arcas. ctc. The objcctives of
National Housing Policy have a larger socio-cconomice perspective.

1122 The share of mvestment in the housing sector as compared to
gross investments has declined from 34% in the First Plan to 9% n the Scventh
Plan despite this being a prionty sector for deyclopment planners
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Housing
satisfaction levels

Planned
Statisfaction
levels

Satisfaction levels
in other countries
and PSUs

Investment in Howsing during diffevent Plan Periods

Five-Ye Plan Investment m Housng as “wape of total mvestment {Rs. i crores)

1 34 1150

1l 19 1300

i [ 1550
v 12 2800
AY 10 4680
vl TS 12991
Vit 9.0 345K

1123 The acute shortage of government residential accommodation has
to be examined in this context of scarce resources. The acute resource constraint
has inhibited improvement in the housing satisfaction level for Central Government
Emplovees. With the solc exception of Indian Railways. the housing satisfaction
level for Central Government civilian employvees has been very poor, as indicated

bclow -

HOUSING FACILITIES TO CENTRAL (‘2()\‘EK'\‘ME.\T EMPLOYEES : AN OVERVIEW

Departiment No of Staff Quarters Natisfaction  Hoste! Hounng  Reat Free Lease Basic Scpatate
level 1% aged Acconmima- Welfate  Accomme- Accommae- Amern- Poal
dation Urgn dation datin nes in
Quarters
Radwar s 1002051 6,22 982 3K N Yex Yes S Yes  Some wathout  No
basic amemues
Telecom 385048 27,540 T NA NA NA NA NA NA
Posts 287,016 20,880 kb No No Yo No Yes No
Defence  6,72.216 NA ISto 29 Yea N No Yes Yes No
Cuadans (pardy covered by sotie (satne ondy DG texcept
General Pool) Oigns) exeep- Defence for DRDO,
hons) Estates Ax Foree)
General  11,00,000 92,07t ®37 Yes Yaos Yes No Yes Yes
Pool  {estimated)
3,25,.100 (Prajected Demand
based on lamied apphcatons)

Average Satisfaction leved :16.7) NA Not Avaldable

Note Data recaved dunng 1995-%0

112.4 The resource position is not hikelv to improve. The target outlay
of Rs.97,500 crores for housing sector in the Eighth Plan is too ambitious. This
1s further underlined by the meagre allocation of Rs. 140 crores against requirement
of funds for general pool houses to the extent of Rs. 1000 crores during the 8th Plan
period. Indian Railways have shown some improvement in this respect - average
annual expenditure on construction of staff quarters increased from Rs.112.10
crores during 6th Plan period to Rs.126.26 crores during 7th Plan penod. In
addttion, staff quarters in Railways are constructed along with various Railway
projects viz., new production units, new lines, gauge conversion and doubling, etc.
However, the Department of Telecom are aiming to achieve a satisfaction level of
only 14% during 8th Plan pcriod and the acute shortage of residential
accommodation in the Department of Posts and for Defence civilians 1s likely to
continue. The position 1s not very comfortable in Railways either - almost
onc-fourth of the houses, allotted to essential category Group ‘C' and Group 'Df
staff are sub-standard houses, i.e., without basic amenities such as kitchen,
bathroom, verandah and latrine

1125 The availablc data indicates following housing satisfaction level
in different countries and Indian PSUs :-
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Our
recommendations

Tight resource
position of
Government

Country Housing Satisfaction Level

China 100%

Sri Lanka Verv fow on functional requirenients
Thailand 30%

Japan 38.2%

Canada Only for operational requirements 30,000 residential
units Indoncsia Only to high level positions

Singapore 100%

PSUs :

BHEL 41%

MTNL 2 5% 10 25.3% for dilterent tvpes of quarters
HAL 12.4% to 100% in different units

Rashtriva Ispat Nigam  55%

National Fertilizers 65%

EIL Negligible

ITI 3% to 84% 1n different units

FCI 7%

Bharat Aluminium Co.  Workmen - 78%  Exccutives - 100%,

112.6 Previous CPCs maintained that though there nced not be an
insisicnce on 'Housing' to government cmplovees being a matter of nght or
condition of service, vet there was a nced for Government 1o provide residential
accommodation to its employces not merelyv as a welfare measure but also for
improvement in their efficiency. We are inclined to agree with this general
proposition. A study conducted in South Korca some time back revealed that
labour productivity increased by about 27-30% as a result of housing programmcs.
While the Central Government is committed to providing residential
accommodation to the maximum extent possible to its cmplovees as a welfare
measure, the desired satisfaction level needs to be assessed carefully, particularly
in the context of the renewed emphasis on downsizing government machincry and
the changing role of the government in the newly emerging cconomic policy regime.
A perspective plan for construction of Gencral Pool accommodation undertaken by
the Ministry of Urban Affairs and Employment projected a housing satisfaction
level of 70% in Delhi and 50% in other stations  This can be taken as a benchmark
gutdeline for planning of residential accommodation to Central Government
Employees(CGEs). We accordingly recommend that the Government make
efforts to achieve the housing satisfaction level of 70% in Delhi and 50% in
other cities and towns, within a period of 20 years.

IMPROVEMENT IN HOUSING SATISFACTION : HIRE-
PURCHASE, LEASE, COOPERATIVE HOUSING, HOUSING FUND

112.7 The resource position of the government is not likely' to improve
to the extent that requisite allocations arc made for housing all Central Government
cmployees. Even the scaled down target of housing 70% of the emplovees in Delhi
and 50% of the cmployces tn other stations is difficult 1o achicve with government
resources alone - this would require construction of 8000 quarters annually for the
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Hire purchase

Satisfaction
unlikely to
improve

Need for higher
investments in
housing

Availability of
land

next 20 vears for general pool accommodation. which caters only to approximately
10% of the central government civilian employees. The government could not
accept the Third and Fourth CPCs' recommendation on taking houscs on long lease
for cmplovees duc to the additonal financial hability that this would have entailed.

112.8 The suggestion of the Third CPC that government should cnter
into hirc-purchasc agreements witlt House Building Socicuies, Local Development

.Authontics, Housing Boards. Improvement Trusts. ctc., and makc houscs built by

thosc authoritics available to the non-transferable employees alrcady 1n occupation
of government accommodation was also probably not found to be feasible or
practicable. There might even be problems of financial liability on account of local
taxcs, ctc. on hirc-purchase transactions. Morcover, the resources of the Housc
Building Socictics/local bodics are too meagre to make any significant impact on
this problem.

112.9 Thc problem of housing 1s intricately intcrwoven with a complex
of issues rclating to population, land, finance. transport, taxation, building industry
and laws relating thercto. The non-availability of developed land at rcasonable
prices, poor infrastructural facilitics in respect of water supply, samitation, ctc.,
cxpensive housing finance and ever increasing prices of building matenals arc
some very serious impediments to improvement of -the housing situation  For
Central Gevernment emplovecs the conventional measures like housing loan, PF
withdrawal schcmes and cncouragement to build houscs on a cooperative basis,
ctc., have not madc any significant impact on the problem of housing. The Fourth
CPC was quite realistic in observing that it was unlikely that the satisfaction level
for government residential accommodation would improve appreciably in the near
future. The Commussion, thercfore, advised that the emplovees should be
encouraged to acquirc their own houscs.

112.10 Let us now examine government's role in providing and
facilitating availabihity of critical inputs to cncourage government employces to
acquire their own houses. The role of govt. in this regard has to be essentially
considered in the context of the process of cconomic reforms in the country. A
recent study by the Economic and Scientific Research Foundation, New Detht, has
concluded that the futurc coursc of economic reforms in India needs to be related
to the socially responsible market cconomy. The study emphasizes that the second
phase of the reforms must drastically change the pattern of public expenditure by
Central and Statc Governments in favour of expenditure in the social sector. The
study predicts that this would help India replicate the successes of South East
Asian countries and combinc high growth with more equitable distribution. This
rencwed cmphasis on investment in social sector - education, health, housing, etc.
- in the changed economic context is gradually catching the attention of planners
and decision makers in government. In fact, the investment on housing is also very
good economics - it promotes biological and sociological well- being and thus
improvcs the propensity to save.  This in turn can promote economic development
at a faster rate than investment in other sectors of the cconomy. The government's
decision to increase investment in this arca can induce cconomic forees to bring
about revolutionary changes 1n the real cstate scctor.

11211 Land 1s a very crucial input in housing - high land prices in
mectropolitan citics and towns take housing bevond the reach of even the highest
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LARC

recommendutions

paid government scrvants.  Speculators and land mafia. actively mded and
protected by powerful vested mterests mampulate land prices A scrious
consequence of high land prices 1s high density of population, greater pressure on
civic services and proliferation of stums The Urban Land Ceiling and Regulation
Act (ULCRA) was cnacted in 1976 to bring about cquitable distribution of land,
n excess of the ceiting limit between 400 and 1300 sq. meters. Subsequently, 2.5
lakh hectarces of land were declared surplus but only 38.000 hectares was acquired.
Even this acquired land was said to have been utihised cither for bwilding
government offices or parks. s alleged that large tracts of land in urban arcas
likc Bombay arc held by industrialists. trusts and rich people under fictitious
namcs. A proper implementation of ULCRA can release precious land for
housing. The governmient must give scrious thought to this proposition and gather
political will 10 make developed land available to people including CGEs at
rcasonable prices.

11212 Observations of the Economic and Admianistration Rcforms
Commussion (EARC) hcaded by Dr. L K. Jha in tts Report No. 11 on 'Rent Control'
n this respect arc quire relevant -

“The basic conception underlving the Act was that those holding land in
excess of the prescribed ceiling should part with it at low prices to the State
Government, who would then have at their disposal sites on which construction
could be started. In practice, the Statc Governments - for a vanety of rcasons
including the lack of resources - have been unable to undertake a house-building
programme of their own on thesc surplus lands. The owners of the land in excess
of the ceiling are also not given permission to build on it In fact. they often face
difficulties cven in sclling or building on land which is within the ceiling merely
because they have or are suspected to have land in excess of the ceiling. As most
of the land declared surplus can neither be sold nor gets built upon. the price of
urban land has been shooting up, attracting not only genuine buvers but also
speculators and black moncy. Building prices and rents have recorded a substantial
Increasc.

~ We believe it was not the intention of cither the Government or Parliament
that the ULCRA should lead to the kind of rcsults that it has. ... Urban housing
scems (o have got into a vicious circle. Non-availability of building sites comes in-
the way of nvestment by those who have the funds. and lack of finance limits
construction by the Government which docs have a lot of land at its disposal........
It is, in our judgement, possiblc to evolve arrangements under which such surplus
land as has come to thc Government under ULCRA and private capital sceking
investment in housing can be brought together in a socially beneficial manner

11213 The EARC made following specific recommendations in this
regard -

1) A ume-bound programme be adopted to finahsc arrangements for
the start of construction on the surplus [and at the Government's
disposal. whether by governmental agencics or by private oncs.
Within threc months the plots of land on which construction by
CGovernmental agencics can start. within a vear  should be
identificd. The rest should be promptly allotted to others in
accordance with a scheme of priorities.
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Housing finance

n) The first preference in priontics ol allotment should be to
corporatc bodics i the public scetor as well as in the private
sector who are looking for land  to construct housing for their
own cmplovees,

ui) Since the allotment of land 1o private partics will place additional
funds at the disposal of Government. these could be utihised for
cxpanding public housing programmcs.

In fact, the government surplus land could be allotted on prionity to
organisations like Central Government Employvees Welfare Housing Organisation
(CGEWHO) and Indian Railway Welfarc Orgamsation(IRWQ).

112.14 Non-availability of finance at affordablc cost is vet another
constraint in growth of housing for CGEs. The govemment resources would
always be limited. There arc. however. signs of welcome chanige on this front cver
since the National Housing Bank (NHB) came into being in 1988. The housing
finance scctor Is growing at a very fast pace. The NHB which has been conceived
as an apex agency to link housing finance svstem with financial scctor as a whole
and facilitatc the promotion and regulation of housing finance institutions in the
public and privatc sector, has since recogniscd some 21 housing finance companies
(HFCs). A large number of housing finance companics have been promoted in the
joint sector during 1987-89 - Canfina Home. Central Bank Home Financc, BOB
Home Finance, LIC Housing Finance, GIC Housing Finance, ctc. It 1s now said
that there is a virtual boom in this scctor with more than 600 companics in the fray
including DCM group, Escorts, Applc Finance, Videocon, ITC, Essar Gujarat,
Llovds Finance and Katak Mahindra. A weclcome outcome of this fiercc
competition could be availability of cheap funds to pcople at large including CGEs.
With the economic reforms on the countny's agenda and impending globalisation
of the Indian economy, new 1dcas which arc emerging may facilitate and hasten this
process. Some of the idcas arc :-

1) Floating of Joint Sector Housing Companics with public and
private agencics sharing 25% and 24% cquity holding and
remaining 51% being  public cquity.

1) Legislative changes in the property laws which curtail the market.

) Implementation of standardised credit appraisal, loan structure
and interest pavment procedures by regulatory authorities,
particularly NHB.

) Housing re-finance for individual loans - sccunitisation of loans
wherein pools of individual loans or reccivables are
packaged. underwnitten and distnibuted to investors in the
form of sccurtics.

v) Changes n the laws to cnablc sale of property 1n casc of default
by the  borrower. uniform procedurcs in underwriting methods
and loan origmation procedurcs, introduction of mortgage
mnsurancc, clc.
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companies

Housing Fund

Vi) NHB to raise funds in the global market at low interest rates of
5-6% and pass on to HFCs.

Vit) Clubbing of housing finance with real estate development
projccts.

vini)  Integration of housing finance companies with the commercial

banks.

112.15 With the mind boggling changes in the financial sector on the
horizon, the government need not be unduly concerned about the availability
of funds. It can, however, underwrite and help in obtaining loans for the
CGEs in a tripartite arrangement. The government should contract housing
loans from Housing Finance Companies and provide House Building Advance
(HBA) to employees on usual terms till cheaper housing finance becomes a
reality. This has already been tried out by State Governments like Himachal
Pradesh, Jammu and Kashmir, etc., and has been very successful.

1216 Onc more option to augment financial resource basc for housing
with minimal burden on the Government 1s to create a Central Government
Employees Contributory Housing Fund as carlier reccommended by the Fourth
CPC. Salient featurcs of this Fund Scheme recommended by the Fourth CPC were:

1) Vanable rates of contribution according to catcgon .
Catcgory Monthly Contribution (Rs)
A 200
B 150
C 100
D 50

Maximum period of contribution (optional) = 120, 180, 300 or 360 months.

1) Rate of interest = 13% i.c., onc percent more than interest on PF.
Additional one percent at the time of maturity by Government as a welfare
mcasure. ‘

1) Tax excmption on contributions to the fund.

n) Fund to be managed in the same manncr as CGEGIS

v) No advance from the Fund.

The monthly contribution with 10% and 13% compounding rates of
interest would vicld following amounts -

Monthlv Contribution Accumutated Amount
20 vy 30\rs
u 10% a3 a 10% al3%
Rs. Rs. Rs Rs. Rs.
100 68.730 97136 1.97.393 3,58,012
204 1.37.460 104272 3.94.786 7.03.678
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Malti-pronged
strategy
necessary

Support to
cooperative
socielies

Leased
Accommodation

Ceiling limits in
Railways

Provision of
leased
accommodation

300 2.06.190 291409 592178 1055517
500 343650  4.85.681 9.86.964 17,59.195
112.17 The Housing Loan Scheme (HLS) from HFCs and Housing

Fund Scheme (HFS) arc proposcd to be introduced together to make a
multipronged attack on the problem of housing for CGEs. In the cvent of cheap
housing funds being available in futurc, the Government might consider phasing
out the proposcd Housing Loan Scheme (HLS).

112.18 The Central Government can also lend positive support to
cooperative group housing of CGEs by making surplus land availablec to them at -
cheaper rates.  There is menit in the demand that the government should make
cement and steel available to housing cooperatives of the employees at subsidised
rates. The government should also incrcasc ailocation of funds to cooperative
housing in the same proportion as for housing scctor 1n the Eighth Plan.

112.19 The National Cooperative Housing Federation (NCHF) has
recently conducted a very interesting study which reveals that not a single life was
lost in the cooperative houscs of strifc-torn Punjab, Jammu and Kashmir, Assam
and Delhi even at the pcak of noting. It is quite rightlv mainiained that cooperative
housing can promote national intcgration as people from all parts of the country
become an extended famuly. Sharing of resources in a cooperative group housing
ensures economy. The government should take measures to ensure that the
interest of cooperative group housing sector are protected in the globalised
market economy. It is understood that a draft mode! law te overcome the
legal hurdles faced by the cooperative housing sector is being prepared. This
should be expedited. -

112.20 On the Railways, lcascd accommodation is provided to the
employees atplaces where necessity for hiring houses arises suddenly on account
of setting up of a new construction organisation or due to organisational thanges
in the set-up, such as, divisionalisation or sctting up of a new zone. The need for
having to seek hired residential accommodation also arises if the Zonal Railways
do not keep up their quarter building activity in line with strength of the officers.

112.21 Powers for hiring accommodation for gazetted officers vest only
in the Railway Board. In respect of non-gazctted staff, the General Managers of
the Zonal Railways have powers to hire private buildings for use as residence.
Rent ceiling limits applicable since March 1996 for various grades of officers in
different classcs of cities arc as follows -

Grade A-Class Cities B ] C

‘ {Rs) (Rs) (Ry) Ra)
SAG & above 5,500 4,500 4.000 3.000
JAG & SG 4,500 4,000 3500 2300
STS/ITS Group ‘B’ Officers 1,000 .00 2.7% 2.000
112.22 Leasced accommodation is also used by the CAG and the Ministry

of Defence on an extensive scalc. Leased accommodation in field organisations
should be provided to ease the problem of housing as done in these
organisations. Each department can work out the ceiling limits - number of
quarters and rents - for this purpose on the pattern of these organisations.
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Our
recommendotions

112.23

Accordingly, we make the following recommendations:-

The Government should provide/facilitate -

1)

1)

v)

v

\1)

Availability of cheap developed land with or without privatc
scctor participation. The Government must conduct a survey (o
identify surplus land available with Railways, other Central
Government departments and in Defence cantonments.  The
Government may also consider suitable hbcrahsation of the
provisions of thc Urban Land Caling Act with a view (o
removing the inhibiting factors in the utilisation of urban land to
case the housing situation in the country. The existing land use
pattern of Government butldings should also be changed so as to
provide for multi-storcyed flats instcad of independent bunglows.

Priority allotment of land to Central Government Employecs
Coopcerative Housing Socictics and to orgamsations like Central
Government  Employces Welfare  Housing  Orgamisation
(CGEWHO) and Indian Railway Welfarc Organisation (IRWO);

Massive infusion of cheap housing finance through National
Housing Bank, Housing Financec Companics and by encouraging
private/joint sector housing finance companies:

Adequate repayment capacity of Central Government
cmployecs;

Leased Accommodation : Government must take residential
accommodation on lcasc and provide it to cmployees. The
dwelling units constructed by Government employecs with or
without the assistance of Government should also be taken by the
Government for this purposc. The Government must, however,
ensure the following in such cascs :- ‘

- Adcquatc Rent
- Periodic Revision of Rent
- Vacation after termination of Icasc-contract

Government may also allow "self-lease” of residential
accommodation.

The permissible lease amount may be fixed by the Government
keeping in view the costliness of the location and entitlement of
residential accommodation.  In casc of sclf-leasc, the lease
amount (afler adjustment of recovery 1n licu of ticence fee) should
be equal to housc rent allowance admissible to the emplovee.

To further augment Government residential housing stock
following may bc donc :-

The residential propertics taken over by the Government
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vii)

under the provisions of Income tax Act and Smugglers and
Foreigir Exchange Manmipulators” Fugitive of Property Act should
be alfotted to Government emplovees mstead of auctioning such

pf()pCl'l 18

The Government may work out a suitable hire-purchase scheme

with a view to providing a dwelling unit to cach Central

Govemment cmplovee at the ume of or before his retirement. For

this purposc the surplus government land and extra budgetary

resources for housing finance discussed above can be utilistd. .
The Government may also take suntable legislative mcasures to

provide cxemption to such hire-purchase transactions from local

taxation.

The proposed contnibutony Housing Fund Scheme may have the
following salient features -

Compulsory for all Central Government Emplovees (except
thosc who alrcady own a house). The housc-owning cmplovees
may be given an option o join the scheme and if they opt out.
they should be made incligible for loans under Housing Loan
Scheme (as per HBA terms and conditions) or any other
conccssion which mav be granted to cmplovecs/group of
cmplovecs in this regard.

Variable rates of contribution according to catcgory -

Category Monthly Contribution (Rs.)
Auxilliary 100
Support Staff 200
Supcrvisory 300
Exccutive 500

Maximum period of contribution (depending upon the length of
service before supcrannuation)

120, 180. 300 or 360 months.

Rate of Interest : Onc per cent more than the interest on
Provident Fund. Additional one per cent (Bonus interest) at the
time of maturity by Government as a welfare measure.

Income Tax exemption on contributions to the fund.

No advance pcrmissiblc from the Fund.

The Housing Fund be kept outside the Government and managed
by a Trust comprising trustces rcpresenting contributors and
sponsor. The detailed modalities in this rcgard may be worked
out by thc Governmicnt on similar lines as for Pension Fund
rccommended by us.
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Present scenario

HOUSE BUILDING ADVANCE

11224 The optmustic future scenarnio of plenty m cheap housing tinance
and the Government providing developed land at concesstonal prices to CGLEs
should not make onc oblivious of the harsh reabities of the real estate scetor at

present
The data and staustics compiled/eollected by us reveal the followmg -

1) Maximum admissible House Butlding Advance is onlv 1/3rd to 1/6th of
the cost of construction -

N No Pay range of Typeof  Ascamn Rate pet Costot Anent ot HEU vencc tags Uanovened

fmplovees GF Sg Mt Sg Mt ovomsite atthe tate ot the © Iatlereme
Re scconmma- Rs hon per Pay fanpy Loteen
dation Lt eFxetu- Ra Wit vostotvons
sve ol cont ~wchon and
ol land (R, HEA (KR
| 2 3 4 Al [ v

1 750-94C I an s olse 297K 17>y

N 8- 1aw |3 R N I A RIS

) 1500 27 i T e204 A3 20 | e

4 MO0 I w IRy aik3 60717 MRS

s 3000-44% VoA 1RY Se KOS 1) T AN AAURLES

[ A500- RN VR

*Note The sanctoned smount of HBA s away s fess thien admisabiv et die toon s o anpaosad by tepayinent capacts  Data recaived

w1998 (Source Vst of Urban Affars and Fmplovenenty

n) Cost of construction it and around Dethiin 1990 was 3 to 6 times more
than admissible HBA (Source : Indian Ralway Welfare Organisation)
(Anncxe 112.1).

1) Residential building cost index mercased by 3 5 times for Delhi during
1984-1994.

Residential Building Cost Index Number for Delhi (Base 1950 = 100)

Yecar Building M
atcrial  Building Labour  Building Cost

(Weight : 73.00) (Weight: 27.00) (Weight: 100)
(1) (2) (3) (4)
1984 99474 804.06 943226
1985 1127.42 909.10 1069 .47
1986 1164.09 1023 11 1126.03
1987 1193.04 1279 71 121644
1988 1327.66 1376.69 1340 90
1989 157675 1593 43 138125
1990 1843 65 1800.25 1831.93
1991 2058.90 197468 247416
1992 306417 223305 2845 33
1993 3288 20 2514 83 3079 40
1994 454 88 2902 86 3305 83
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{Source : Nauonal Buildings Orgamisation )

) Urban Land Prices in metropolitan citics of the country during 1984-85 to
1992-93 have incrcased many times.  (Source © Town and Countrv
Planning Organisation)

v) Percentage increasc in prices for apartments in Delhi during 1994-95
ranged between 88% to 1 14%.

Delhi Price Trends - Apartments
Market Price for 2000 square feet Apartment

Locality September 1994 September 1995 % increase
(Rs. n lakhs)
Greater Kailash 36.00 70.00 95
Prithvira; Road 80 00 150 00 88
Saket (DDA) 14 00 30.00 114
New Rajendra Nagar 32.00 65.00 103
Karol Bagh (WEA) 50.00 95.00 90
Janak Pun 25.00 50.00 100
Saket 30.00 60.00 100
.Mayur Vihar 800 15.00 88
Prect Vihar 30.00 537.00 90
Noida (independent bungiows)  40.00 75.00 88

(Source : The Observer of Business and Politics, New Dellu dated October 13, 1995)

vi) Cost of Land in Gurgaon Scctor along National Highway 8 in secondary
‘ market is as follows:
Cost per Square Yard (Rs.)
) Premium paid by the buver 3,000.00
ny Regstration moncy reimbursed 13420

by the buyer to the scller 10% of
HUDA rate per squarc vard

1) Further pavment of 15% registration 201.30
to be made by the purchaser within

30 days of allotment

v) Balance payment in 9 cquated 1,489.50
half-ycarly instalments with 18%
interest

v) Total cost 4.825.00

V1) Add ntcrest cost on imtal 4.300.00

payment of Rs 333550 at
18% for 5 vecars
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Final Cost 912500

(Source : The Observer of Business and Politics. New Delln  dated
October 13, 1995)

vitl)  Number of vears a houschold would take to save for a Rs. 10 lakh

housc in Dellw/Bombay:.
93% of the hoscholds will take 16 to 30 vears to save for a housc

of Rs. 10 lakhs. (World Bank Data)

Pcreentage of Houschold Cost of housc mn terms of years of annual income
56% 50 vears
25% 25 vears
12% 16.5 vears
4% 11.5 years
3% No cstimate

(Source: The Obscrver of Business and Politics. New Delhi, November 10, 1995)

HBA inadequate 11226 HBA scheme being a soft loan has been veny helpful for CGEs.
However, this has proved to be very tnadequate duc to high cost of constructing a
dwelling unit and limited repaying capacity of the cmplovees. The cost of a second
loan and monthly repayment instalment is beyond the means of any single earning
govemment cmployee. A comparative review of some important Housing Finance
Schemes may be seen at Annexe 1122,

Employees’ 12527 The housing schemes promulgated by the government envisage

contribution that an individual would contributc 40% of the cost of the dwelling unit from his
own resources. However, it is almost impossiblc for any government employee to
save such an amount out of his meagrc cmoluments. )

112.28 The HBA scheme quite obviously needs to be retained and
reviewed, pending the realisation of the future scenario of cheap housing
finance. :
Sensitivity 112.29 We made a sensitivity analvsis on admissible House Building
analysis Advance and repaying capacity vis-a-vis cost of construction (excluding cost of

land) advised by the Ministry of UA&E for diffcrent tvpes of dwelling units as per
entitlement on different pay ranges. The results of this analvsis are as follows :-

HBA : COST OF CONSTRUCTION : REPAYVING CAPACILY : RATION

Maamum Admssibiity HAA Cost of Construction Repravng Capaoty Ponapal
texchachng land) HIZA -« Ibergst
_ Assumed Puy Increase
Pay Range® Jtmes 1 Stnes 4 tunes 10% T A, .
Ra Rs Rx Ra Rs Ha
50 imes basw pey 1 ®” 5 o4 an Wt 122
H 61 M 0 o we 1
3 w2 1 o 0" 12
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recommendations

4 101 1 C w? 1
) U ] i un [ 12

4% mes banc pay ! N oW AN 1w L 1
b W oo A 0= 19 i3
) LR 11} (30 Hie (18] 130
4 a 10" [[1hd T L
4 LX) ot .2 mn e 13

40 nmes basic puy I L] 4" 4 120 13 [R%}
H 0 w 'y 120 1 1™
A » w0 1o 0 [0 153
4 b LA a4 120 134 [R3}
h] h)

ot 120 IR [AR]

* Asinpenm 1224
Note  Cost of Construction Source Minsary of Uiban Aflans & Enployment)

Repaywng Capacity (@ 3% of Basic Pay fon 20 years (exasting formla)

We find that --
- HBA amounts and rcpaying capacity arc most favourable for middle
level pay ranges.

- The repaying capacity is adequatc in respect of all pay ranges even if the
existing maximum admussibility limits and ratcs of interest are retained
with 3 times assumcd pay range.

- HBA amount for lowest assumed pay range of 3 times with existing
admissible limits is inadcquate, 1.c. 48% of the cost of construction
(evccluding cost of land). This is further curtailed by the repaying capacity
which is oniy 96% in this case. The amount of HBA would be very
moderate due to exclusion of the cost of land in the cost of construction
advised by MOUA&E.

- The repaying capacity improves with reduction in rates of interest to
1.5% & 5%.

- Reduction in maximum admissibility limit would adversely affect lower
and higher pay ranges in respect of HBA amount vis-a-vis cost of
construction.

11230 The cost of construction advised by MOUA&E does not include
cost of land. Land is very expensive in citics and towns. The prices would
continue to increase due to inflation. An annual price rise of say 15% in an A-1 city
would result in a massive increase in the market price of a Rs. 10 lakh dwelling umit

05 years hence Rs.20.11 lakhs
10 years hence Rs.40.45 lakhs
15 years hence Rs.93.58 lakhs

The vicious circle of poor pay, no savings and unaffordable cost of a dwelling unit
would thus continuc unless some substantial relief is given to CGEs by way of
increased pay, higher amount of HBA, lower rates of interest and periodic revision
of HBA structurc with commensuralc repaying capacity.

112.31 The following provisions in respect of HBA are recommended :-

Existng (Rs ) Proposed (Rs )
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Subsidy on

interest

Loans from World
Bank, ADB

- HBA
AMaxnmem adnussbile wimount 2 $lakhs T Alakhis e Vawnes o the present amount)

Quantum Na change proposed 1 ¢, M tmes the inonthly base pas ot the
sctual ot of CONMNI I ACGUINITIEN 31 100 030 Lty e
Rs 7 S labhs which ever s e Jeast

Vot Rutal Arcas No change 1 e R0% of the cos of comtt i o antoene
whichever i lower
Fat enfargement of exanting 50 months pay v Ra 60008 30 momba par o1 R i v bt
house whichever is feas Wwhichevss i boss
Rate of Interest  Amount of Loan Sanchaned  From 20 790 1 pte | Slakhs
Rs onw atds Ch e T e
pto 29,000 T Tie Sl e
25,001 to %0,000 ALY Ste T AHR 0%
50,000 to 75,000 ot
74,001 o 1, 00,000 3 0%
102,000 to 1 50,000 10 0%
1.50.001 1 2.00,000 11 0%
2.00.001 10 2,25.000 11 5%
2.25.001 to 2,50,000 120%
Recovery No change proposed
Cost Caling Muumuwn 2 § lakhs =S lakhn
Maxzmum 6 lakhs 1K lakhs

Proposed Housing Fund Scheme (HFS) andHBA

112.32 ft 1s common knowledge that the prices of building matcrials
(which according (o an cstimate by National Buildings Organisation constitutc 63%
of the cost of a house) increase more than the gencral incrcasc in price index. The
substitution of conventional building matcnials like cement and timber by other
natural and synthetic materials has not been achicved on any significant scale to
make an impression on this problem  Similarly, land prices particularly in
metropolitan cities and towns increasc manifold in a short span of ime. In view
of this the accumulations under proposcd Housing Fund or the amount of proposed
new HBA scheme mav not catch up with cver increasing prices. In any case, the
proposed housing fund scheme, would take considerable time to yield benefits
to the employees. The HBA scheme, therefore, is proposed to be continued
with Housing Fund Scheme.

Housing Loan Scheme (HLS)

112.33 A large number of Public Sector companics grant interest subsidy
on housing loans. The interest rates in some PSUs are also much lower than rates
of interest on govemment HBA. The cost of housing finance in the market 1s very
high for a government employcc. His capacity to repay is also very limited. 1t is
impossible for any govt. servant today to rcpay two loans - HBA and market loan
- together. The government may thercfore consider raising loans from Housing
Finance Companies for House Building Advance funds in addition to existing
resources as proposed carlier: Since the proposed HFS is not likely to yield
desired benefits in the near future, the HLS is proposed to be introduced
together with HFS. The entire package of HBA/HLS and HFS can be
reviewed periodically.

112.34 The Central government could consider borrowing funds
from the World Bank and the Asian Development Bank at low rates of
interest (approx. 4%) involving repayment over 20-30 years with a payment
moratorium of 7-10 years. This would bc justificd considering housing of
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Rent Control

cmployces/workers as part of infrastructural development n any plan involving
massive rclocation of trade and industry' as n the casc of New Bombay and
National Capital Region. 11 such a loan could be sccured. the benefit can be passed
on 1o the emplovees in the form of cheaper housing finance or government can take
up housing projccts {or cmplovees on its own.

Social Security net for HBA

11235 In the event of death of an cmplovec, the outstanding foan balance
is recovered from final sctticment benefits. This creates hardships for the family.
Some of the State Govemments have introduced a scheme to writc-off outstanding
HBA balance including interest liability in casc of an emplovee's death. The loan
1s insured by the Statc Governments. This is a very good welfare measure. We
recommend that the Central Government hikewise insure housing loan

(including loan raised from the market under HLS) without contribution from

the employees and write-off the outstanding balance including interest in the
event of the death of the employee. However, in case any member of a
deceased employee's family is given compassionate employment, the entire
liability of loan repayment should be passed on to this member.

HOUSE RENT ALLOWANCE

11236 The inadequacy of House Rent Allowance for CGEs is a
chronic problem. The ratcs of HRA arc totally unrealistic when compared to
market rates of rent. Thc situation is particularly distressful for CGEs in
metropolitan centres and industrial towns where rents nise rapidly. A companson
of HRA rates for an ‘A’ class city with approximate rent charged by landlords in
Delh indicates that HRA rates arc merely 10 1o 13% of the market rents.

HRA and Market Rent

SNo Pay Range House Rent Allowance Type of Accom  Murket Rent MAppmxjmalé?e-m HRA asa
admissible In “A’Class  modation enutled charged by e charged by Pvt % age of

aty . of Estates for Landlords rent char-
the type of n Delbu ged by pa-
accommodaton vate land-
(Rs) fords in Dellu
1 2 3 4 5 - s 7
1. 750-949 150 A 1800 1500 10%
2 950-1499 250 B 2850 2500 10%
3 1500-2799 450 C 3%00 3500 12 86%
4. 2800-3599 600 D a2 5000 12%
5. 3600-4499 800 E-ll 5400 6000 1333%
6 4500 and above 1000 E-l 0100 7500 1333%

Source - Ministry of Urban Affairs and Employment Data recewed in 1993
11237 The recent cnactment of Dclhi Rent Control Act (DRCA) 1995
would further enhance the market rents. This Act would sct the pattern for
amendment of rent control laws in other States and UTs. Although the objectives
of DRCA are 10 rationalisc the present rent control Jaw by bringing about a balance
between the interests of landlords and tenants, to give a boost to house building
activity, mamtain the cxisting_housing stock in a rcasonable state of reparr, to
reduce litigation between landlords and tenants and to ensure expeditious disposal
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Urban scenario
in India

Increase in rents

of disputcs between them ctc.. the following would adverscly affect the
tcnants/prospective tenants:-

1) Excmption of all ncw apartments from the ambit of the law would
make all such houscs virtually out of reach of thosc who cannot
afford high rents.

n) The 10% risc in the standard rent basced on constructional cost

and the market price of the land at the time of construction would
hit the middlc and lower class hard.  With rcal cstatc prices
sky-rocketing cvery year cven a modest flat would cost nothing
less than Rs 4 to 5 lakhs - rent would be Rs.2500 to Rs.4500.

1) The yearly revision of standard rent to compensate for inflation
and ensuning a fair retum for investment on housing also does not
take into account the tenants' ability to pay. In metropolitan cities
people spend upto 45% of their incomes on rent.

112.38 Let us scan the Indian urban sccnario in this context. The urban
problems in the country are growing by Icaps and bounds :-

1) The urban population which was 50 million (approx. 14% of the
national population) in 1947 rcached 217 mllion (25.7% of
country's population) in 1991 - during this penod the country's
population only doubled from 350 million to 628 million. The
urban population is projccted to rcach 350 million by the turn of
the century.

1) Seven of the 13 citics in the world with population of more than
10 mullion arc in Asia, of which two - Mumbai and Calcutta - are
in India. Delhi would soon be joining the list.

1i1) Nearly 50% of the urbanitcs hive in the 9] towns that have a
population of 3 lakhs or morc. The metropolitan cities of
Mumbai, Calcutta, Dclhi, Bangalore, Chennai and Hyderabad that
accommodate nearly 25% of urbanites rccorded increases in
population ranging between 30% to 50% in the eighties.

v) Delhi and Mumbat annually rcccive 5-7 lakh people. The cities
are, therefore, hardpresscd not only to cater to the growing needs
of their permanent population but perforce have to meet the
shelter needs of the migrants who arc on the look-out for rented
premises both for business and residential purposes.

11239 The Following statistics on incrcase in monthiy rents for prime
office spacc and threc bed room apartments, in Mumbai, Delln and Bangalore over
the past four years, 1s indicative of cver zooming rents in citics :-

Caty 1992 1993 1994 199% e wkieane sce 1992
(Rs mn thousands) {Avetags Annual)
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Classification of
cilies

Total payment on
housing

Hombay
Res W Red W o N o~ )

Conuneraal - RS 124 I
Detin

Ren Vied (R} AN N i L%Y
Commercaal a8 nt By P n
Rangakwe

Ren Y Redd ny n T " '

Comneraal 1S A Y Y “3

‘The secunty depawit tates ate highestin Borstay - Davear o 2 veans i Delln only MNCs and bidan
conporates are waually wekeomie s fenants - .
(Source - The Otmervet of Business and Politey New Belhin dated Noveaber 17, 199y

112,40 In view of the constant mflux of people to citics/towns. their
classification on the basis of population figurcs of dcccnial census is not very
rcahstic. The census figures arc very old when available for use. The rates of
HRA. which arc alrcadv very low compared to market rents arc thus further
removed from recality in respect of factors of costliness of a citv/town. Some
cmplovees' associations have suggested the following simplificd classification -

1) Industrial/Urban township including metropolis:
1) Citics and Towns: and
m) Rural arcas.

However, we consider that the existing population - criterion is the only
practical basis for classification of cities and towns at present. Accordingly,
we recommend following classification of cities and towns based on
population criterion :-

Population Classification
50 lakhs and above A-1
20-50 lakhs A
10-20 lakhs B-1
05-10 lakhs B-2
30,000 to 5 lakhs C
Below 50,000 Unclassificd
112.41 The government has alrcady classified cities and towns on the

basis of 1991 census data. The existing concept of special orders with regard to
classification of ccrtain citics and towns duc to their peculiar features in addition
to population criterion should also continuc.

112.42 The present fixed slab rate svstem of HRA is not responstve to the
market situation and is totally out ot tunc with rcality. The Fourth CPC's
recommendation regarding 3 yearly review of compensatory allowanees (including
HRA) was not accepicd by the Government. There is. however, an clement of
cxpenditure on housing in the decamess allowance paid to CGEs. The weightage
of diffcrent components in Consumer Price Index (on the basis of which DA is
paid) 1s as follows -

Item Wogphtage

Industi! Wesd oy Frhan Nenvimanual emphotses
PN SR KA,
Fuound e k!
Pan. Beedh A Jstoxicants e -~
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House rent
indices

Proposals of the
Ministry

tuel o 2R [N

Heousing b 1.3 i 41
Clothing LRS] LA
Mo

Misy -~ indn

Taking into account the housing component of DA 1otal payment on housing
(HRA plus housing component of DA )works out as follows :-

Pay Range Total Pavtuent on Howang Ratios of Total Pavanent on Howsane 10 Market Reat
tRs) tRs)

n o« UNME Y LN
7049 N2 ER. 2003 082
Q40-1 409 ") 05 RL®] MY N
1500-2799 Kou 100 or LMK}
2R00-3509 on 17 2042 2T
In00-44W 122 1597 00 NN

1500 & gbove 142} [ 1R 9 T

Total payment on housing is still very low when compared to market rent
duc to the following rcasons :-

1) The changes in House Rent Indices are not quickly reflected in the
consumer pricc index: '
1) The house rent data arc collected from the same set of rented

dwelhngs at six monthly intervals.  The rent increase in the
market 1s not, thercfore. rcalistically reflected in House Rent

Indices.
) Payment of DA mceets only partial incrcasc in the costs.

112.43 The Housc Rent Indices collected from Labour Burcau and
Department of Statistics are indicated below -

Heuse rent Indices

Jan'73 Jan Ro Jan S Cemctease s 190
Urban Non-Manual 183 R T Ro 0%
Employee

1970 1986 1991

Industnal Worker
(Annual Average) 132 360 052 R1 s
Dellu 155 406 78 [
Bombay m 196 63012 224 8¢

Sources 1)  Labour Bureau, Ministry of Labour
2) Deptt of Satistics, Mwustry of Planrung & Prograinme Iinplementation

House Rent indices, therefore, may not be very rehable if penodic re view of HRA
1s contemplated. A better altcrnative would be to review HRA on the basis of
market rent charged by the Dircctoratc of Estates.

112.44 The Ministry of Urban Affairs and Employment has suggested
that HRA should be made attractive cnough to act as an incentive for a
Government servant who owns a housc to go back to his housc or his ancestral
house. This would case pressurc on government housing. The Ministry has
estimated average cost of a housc at Rs.3 lakhs excluding the cost of land (since
the requirement of houses in Types I to 11 arc more. the average cost of the govt.
houses would be 1n the range of Rs.3 lakhs cven when the higher tvpe of houses are
going to cost more but would bc much less in number). The Ministry has
contended that the average rcasonablce return on an investment of Rs 3 lakhs could
be expected at 15% considering that the house would also require expenditure on
maintenance - thus a sum of Rs.43,000 per housc would be expected in return for
investment made in the govt. houses  The Ministry has thus logically concluded
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Senxitvity

analvus

Recomendation of
3rd CPC

Our
recommendations

that the Housc Rent Allowance which s pavable when a govermment servant docs
not stay mn govt accommodation should be in the range of Rs 43,000 per annum.
This average House Rent Allowance s proposed by the Mimstiy 10 be graded into
various tvpes depending upon the salany dranwn by a government employee.

112 45 This takes us to the ssue of quantum of HRA and whether 1t
should be a slab rate scheme or a certam percentage of basic pav. A sensitivity
analysis has-been done to arrive at a reasonable amount of HRA A summanscd
position s indicated below -

HRA MARKETRENT HASICPAY JOR V8 LANN Y

Assumed Pay  Assumied rafes of HRA Rt
N of tunes No ol ey B R -
of eisting of exavting tates HRA MK RINI HEA Hasw Pay
Rasic Pay LSRN AN ANIAN MAX
2 k) Ui W H i¥
s 18 En 1% 2
R st NI 21
= ht uy kN EH
s 3 e EH it [N
14 kNS BN i By
A0 L%} X 20
A R € 32 1
4 3 30 1 i 1}
s 18 t " e
0 AX in B3
h G D2} NS 31

It may bc seen from the above that -

1) Even 3 to 4 times increasc m existing slab rates of HRA would
leave a large uncovered gap between HRA and market rent.

1) Scven umes increase mn existing HRA would cover 70% to 93%
of the market rent. The average HRA in this casc would also
bc approximatcly Rs.45.000/- p.a. (this amount has been
recommended by the Ministry of Urban Affairs and Emplovment).

) Three to four times increasc in both basic pay and HRA rates
would give a HRA range of i2% to 24% of basic pay. However,
this ratio would improve to 28% - 41% with 7 times increase.

Average estimated expenditurc on HRA duning 1989-90 to 1992-93* = Rs. 633
crores.

* Source : Brochure on Pay & Allowances : Pay Rescarch Umit, Department of
Expenditure, Ministry of Financce).

11246 An altemative is 1o reiterate the recommendation of the 3rd CPC
which suggested fixing of notional rents after studying conditions of cities/towns
and reimbursement of actual rent paid or notional rent minus 10% of the basic pay
whichever 1s less.  The concept of notional rent would approximate to
reimbursement of market rent.

112.47 Constdening the importance of "Housmg' in mmproving cfficiency
and productivity and the difficult situation obtaining 1n ciucs/towns in this respect.
'Housing' for CGEs should be given high priority by the Government. In a public
snterest htigation casc regarding out of turn allotment of government houscs to
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HRA to Husband-
wife allottees

emplovees. the Hon'ble Supreme Court of India has observed that the government
should pav market rent to those who are demied accommodation despite their
cntitlement

112 48 We recommend following rates of House Rent Allowance:-

Revised Proposed Classification of Cities Classification PPraposed Rates of HRA
and Towns on Population Criterion

50 lakhs and above Al 30% of the nanimum of the

pay seale.
2050 takhs A 15% of the muaninmim of the
10-20 lakhs B} pay scale.
05-10 lakhs B-2]
50,000 1o S lakhs C 7.5% of the maximum of the

pay scale,
Below SO.000 Unclassified 5% of the maxismum of the

pay scale.

112.49 We also recommend that all those employees who reside in

contiguous agglomerations around cities/towns where government offices are
located be granted House Rent Allowance at the rates of cities and Towns
where their work-place is located. This provision already exists in respect of
specificd towns and ts particularly esscntial in respect of emplovees who work in
big metropolitan citics but arc forced to reside in far-off places due to
non-availability of government accommodation or rented accommodation at
affordable rents 1n the cities.

112.50 We have reccived representations demanding that where husband
and wifc arc both government scrvants and occupy government accommodation,
HRA be paid to onc of them - whocver is entitled for less HRA  The allottees of
government accommodation arc in a highlv advantagcous position vis-a-vis
non-alloticecs. There is no justification for granting HRA to a 'non-allottee
spouse'. Moreover, a non-allottee spouse when sharing govt. accommodation
does not incur any expenditure towards reat.

OUT OF TURN ALLOTMENTS - SEPARATE POOLS -
RETENTION AFTER RETIREMENT/TRANSFER ETC.

11251 The benefits of housing or lack of it for CGEs are not uniform.
The position can be summariscd as follows:-

Employees who are allotted residential quarters :-
Spend less than 10% of their emoluments as hicence fee. which is usually

many times less than the market rent for such accommodation.

Some construct houscs with govt loan. contmue to stav i govt. quarters
and carn additional income by renting out their own house

Employees who are not allotted residential quarters :-

Spend 30% to 30% of emoluments on residential accommodation which
1s much less than their entitlement or stav at far oft places to save on rent.

1636



Misuse of out-of-
furn guolta

Trends of out-of-
turn allotment

Some construct houses with HBA and sccond loan but payv heavily on
repavment of loans HRA bemng meagre and sabject to income-tax does
not provide any rehef

Construction cost bemg venn high. building a house and staving in tt
becomes a habihty

112.52 There 1s unrest and frustration amongst cmployecs duc to the
difficult housing situation. The provision for separatc pools of accommodation for
certain categonces and out-of-turn allotments. particularly when these are nususcd,
further aggravate this problem.  Of late there has been tremendous misuse.
particularly of ‘out-of-turn’ allotment provisions. So much so that the Hon'ble
Supreme Coun had to intervenc and take suomoto action to stop all out-of-turn
allotments and in a public interest htigation {Wnit Petition (Civil) 583 of 1994
dirceted cviction of 2000 out-of-turn allottees of residential quarters from General
Pool. Thc problem is further compounded by unauthorised occupation.

112,53 The issues tn respect of out-of-turn aliotments and scparate pools
arc by and large confined to gencral pool accommodation and most of the problems
arc localiscd in big metropohtan citics particularly New Delhit where a large number
of government houscs continuc to be in unauthonsed occupation of former
nunisters, MPs._ retired burcaucrats and famihes of VVIPs  The trends on out of
turn allotments in Delhi are indicated below -

Year Type Norm Allotments Eavess
1991 1i 438 K25 X7
H 297 262 -~
\Y 59 74 1<
\¢! 33 19 -
1992 11 417 1078 661
il 341 471 130
v 54 101 47
AY | 22 26 04
1993 1 374 1002 628
4 232 417 1RS
\Y 40 101 61
Vi 20 RN 15
1994 I 312 1166 RS4
Hil 350 K66 516
v + 41 11¥ 77
VI 14 48 14

(Source: Ministry of Urban Aftairs and Employment)

Honourable Justices Kuldip Singh and B L. Hansana in their judgement
delivered on December 23, 1996 in the writ petition referred above observed:-

"The admmstrative law has of latc seen vast increasc in discretionary
powcers. But then, the discretion conferred has to be excreised to advance the
purposc to subserve which the power exists. Even the Mimister, if he/she be the
repository of discretionary power, cannot claim that either therc 1s no discretion in
the matter or unfettered discretion.”

The Hon'ble judges have also quoted from a case law in United States
(United States V. Wunderhsh 342 US 98) to emphasisc this point:
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"Law has reached its finest moments. when it has freed man from
unlimited discretion of some raler. some  otficial. some burcaucrat . Absolute
ciscretion 1s a ruthless master. 1tis more destructive of freedom than any of man's

other mvention "

11254 The discretionan adnumstrative powers on out-of-turn atlotments
need to be withdrawn forthwith - Out of turn allotment norms also need to be
revised - the maoimum pernussible himus should be drastcally reduced to take care
of genume cases only. We recommend that :-

i) out-of-turn quota of residential govt. allotments be reduced
to 5% of the total allotments in a year as against the existing
20% as per the Supreme Court judgment referred above.
This limit should not be exceeded under any circumstances.

i) the allotments under out of turn quota should be finally
decided by a Committee of officials constituted for the
purpose. This Committee should be fully empowered to
make such allotments according to the laid down criteria.
There should be no need to recommed the matter to the
Minister, who should not exercise any discretion in the
matter.

11255 Separate pools of accommodation for Govt. emplovees are
nced-based and should conunue.  Sceveral Central Government  Officers’
Associations and 1FS Officers' Association have demanded extension of 'Tenure
Pool' facihty to officers of their services who are posted on central deputation.
There is merit in this suggestion  The officers of Central Services with all India
transfer iabihty and IFS officers when posted in Dethr on tenure basis have simular
problems in the matter of residential accommodation as officers of All India
Services. We, therefore, recommend that a separate Tenure Pool be created
for Central Services Officers and 1FS officers. The Government must also
review the allotment criteria and allot only one type below the entitlement of
the officer. This will ensure that the share of accommodation of junior
officers is not reduced due to allotments to senior officers. Further, officers
of other services who are posted to Delhi do not get any residential
accommodation for 20 to 25 years of their carcer. This is primarily due to
acute shortage and reservation of a large number of houses under different
pools. While the Tenure Pool is essential it is proposed that the allotment
policy with respect to separate pools be suitably modified in order to provide
relief to officers not covered by these "pools’. The policy should be modified
with a view to sharing shortages in an equitable and fair manner as also to
cater for peculiar needs of ali officers joining the Central Government under
the Central Staffing Scheme.

P12 36 The Government must not allot residential accommodation
meant for its emplovees to outsiders. I the Government considers this
essential, separate accommodation should be built or leased for such persons.

11257 Provisions alrcady exist for disciplinany action agawnst defaulting
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House-owning

officials

Retention on
transfer elc.

govt emplovees. Government must take exciplany penal action apamst emplovees

putlty of sub-lctting - Following further steps be taken by the Government :-
CCA rules in this regard be made very specific to ensure <feict
punitive action. A major penalty should invariably be imposed.

Market rent be recovered from the employee guilty of sub-letting the
accommodation for the entire period of sub-letting.

11258 The government 1s commutted to encouragmg its emplovees to
construct their own houses. However. as noted carlier due to the high cost of
construction, limited repavment capacity of emplovees and very meagre HRA. it
may not be advisable to make employees owning houses at the station of
posting or in the adjoining municipal area, ineligible for govt. residential
accommodation. The existing rates of enhanced licence fee may also not deter
the employees from seeking allotment of government accommodation.
However, with the improvement in conditions - like grant of loans under
proposed HLS, higher rates of HRA, priority allotment of govt. land at
concessional rates to employees cooperatives, self-lease etc. - making
house-owning officials ineligible for government residential accommodation
and compelling them to stay in their own houses on self-lease basis can be
considered in future for providing relief to those who do not own houses and
wait for long for allotment of govt. residential accommodation.

112,59 - The existing provisions for retention on
transfer/superannuation etc. and on transfer to N.East do take care of
genuine exigencies of working conditions. It would be harsh to dispense with
these provisions. These provisions, therefore, may continue. These
provisions can also be invoked to deal with cases of adhoc allotments to the
staff of Ministers/VIPs etc. after the expiry of the term of the Minister/VIP
in office.

11260 . The existing provisions for retention of residential
accommodation at the previous place of posting for the All India Services
Officers belonging to North-Eastern Cadres on Central deputation should be
liberalised from the existing period of 2 years to 3 years so that they can
retain their families at that place. In case the period of posting in the NE
cadre is longer in a particular case, then the officers should be allowed to
retain the accommodation for a further period upto a date which is within
three months of the date of their release from the respective N.E. cadre for
central deputation.

LICENCE FEE

112.61 It has been suggested that heence fee should not be charged from
the allottees of Govt accommodation We feel that the allottees of government
accommodation are in an advantageous position vis-a-vis non-allottees. The
exemption of allottees from payment of licence fee, which is very nominal,
would thus be totally unjustified. Morcover. provision of residential
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accommodation has not been aceepted by the government as a condition of serviee.
This is provided to cmplovees as an essential/desiable weltare measure

112 62 The Third CPC made an attempt to find out the amount of reat
actually paid by government employees m an “A' Class city ke Delhe The random
samplc of government cmplovees taken by the 3rd CPC for this purposc reveals
that the emplovees on an average were paving more rent in Delhi than 25% of pay
which the Thitd CPC considered a government servant stattoned at Delhr was
expected to spend on housing (10% from his own pocket plus 13% House Rent
Allowance) 1t is perhaps with this in view that the maximum hmit of licence fee
for thosc allotted accommodation is fixed at 10% of pav. Revenue from licence fee
is supposcd to partly mect the expenditurc incurred by Govt on the mamtenance
of the residential accommodation. It would be unfortunate 1f the employec were not
to mecct even a part of the maintenance expenditure on his official residence.
Another way of looking at licence fee is that it represents 10% of his basic pay
which he would have spent in any case-1f he were to hire a private residence. In
actual fact. a non-allottee has to spend much more than 10% of pay. in addition to
the HRA hc gets; on the rent of a privatc house  The demand for exemption
from payment of licence fee is thus unreasonable.

112.63 The system of charging licence fees has recently been revised
and rationalised. The present system of charging licence fees based on living
area of the quarter and its 3 yearly review to cover the cost of additions and
price escalation, is quite reasonable. No change is, therefore, proposed in
respect of the quantum of licence fee charged at present.

RENT FREE ACCOMODATION

112.64 Rent Free Accommodation is at present available to Post
Masters/Sub-Post Masters in the Department of Posts. to some Group "D’
workshop employces in Railwavs appointed upto Junc 1939, to members of
Central Police Organisations and to spectfic proup of emplovees deploved at
different locations.

112.65 We do not propose any change in the existing scheme of Rent
Free Accommodation (RFA) to certain specified categories of staff in Civilian
Departments. The compensation in licu of RFA, as at present is also
proposed to be retained for such staff.

11266 The grant of rent free accommodation factlity 15 to be decided by
the admmistrative ministry in consultaon with the Mimstny of Finanee on ments
in cach case. However, there 1s a demand for taking houses on Icasc instcad of
compensation 1n hicu of RFA 1n remote. maccessible places where it 1s difficult to
find residential accommodation. We consider this demand to be reasonable. We
have alrcady recommended provision of leased accommodation as provided in
Railwavs and some other departments. The Government may consider
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extending this facibity to employces in remote places.

112 67 In case of personnet of Central Police Orgamsations, however.
there is need for a review  Although all the members of CPOs are entitled to remt
froc accommodation. the compensation in licu of quarter (C1L.Q) is restricted to the
authoriscd strength as decided by the Mimistry of Home Affairs. CILQ s further
restricted duc to imposition of condition that only those personncl whose family is
residing at the duty station would be cligible for C11.Q. In Border Securny Forec,
for instance, onlv' 5.35% of the personnel are avanling of CIL.Q aganst authonised
pereentages varving between 33% to 100% for different ranks. In the absence of
adequate marricd accommodation which is only 39 18% of the authorised norm
(overall satisfaction level 7 29%) CILQ provides some relicf. The armed forces
personncl are chgible for CILQ 1irrespective of the family residing at the duty
station or clsewhere. Duc to veny ditficult conditions created by the phenomenon
of terrorist violence in several parts of the country, there s a casc for extending a
stmilar facility to the members of CPOs

112.68 We accordingly make following recommendations :-

The authorised percentage of eligible emplovees be granted CILQ
(except those who have been provided with married accommodation)
irrespective of the family residing at the duty station or elsewhere.

The rates of CILQ be revised according to revised rates of HRA and
Licence Fee.

112.69 In Raiways. the gang buts provided to Gangmen, Gatemen,
Kevmen and Mates etc. arc not provided with anv cssential basic amenity like
water, electricity, kitchen, totlet cte. The gang huts have been termed as "night
shelters” rather than residential accommodation by the Mimistry of Railways.
Gangmen, Gatemen etc. arc compclled to keep their families at focations where
civic amenitics arc available.

112.70 The All India Railwavmen's Federation has demanded that the
railway staff like Gangmen who arc compclicd to stay in substandard
accommodation without basic amcmtics in admimistrative interest be granted House
Rent Allowance.

112.71 ' We have considered the matter and recommend as under:-

i) No licence-fee be charged from staff who are made to live in
gang huts which are without basic amenities.

i) The Railway administration must work out a plan to provide
basic amenities and accommodation of entitled type to the
Gangmen, Gatemen, Keymen and Mates etc. who are at
present forced to live in gang huts.

iit) The preparation of this housing plan and other demands
should be discussed, with the representatives of the
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employees and course of action finalised within six months.
It should then be executed expeditioysly i a time-bound
manner,
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HOUSE BUILDING ADVANCE AND COST OF_CONSTRUCTION

_.._____-..__...~__...._—-_--——-——-——n—.__-.__-__—-__--__..——__—__..___.._.-..__-._..s___..___

S.No, BRasic Pay  Entitlement  Cost Ceiling

S e e o e e e e e e s - —— = - —

Cost of Construction with plinth area including cost of land ag

of H.B.A, & 150 times of on_199n% Cost in Lakhs
Rasic Pay Plinth DDA rates Ansal Ghaziabad Ansal TRWO
Rs. Rs. Re. aAren Kondli Riiilders Dev. Authn- Builders Noida
Sq.Ft. Ghroli Gurgaon rity Ghaziabad
area rateg
1. 2 3. 4 a.

1 T30 37,500 1,12,500 400 2.10 2.40 2.20 2.40 1.80
2 1600 80,000 2.40,000 630 3.00 .75 3,50 3.75 2.85
3 2000 1,00,000 3,00,000 R70 4,15 5.40 5.00 5.40 3.90
i 000 1.50,000 1,50,000 1050 5.15 3.R0 f.60 £.30 1,73
5 3000 2,530,000 7,450,000 1330 f.75 7.60 R.50 R.30 £.10

Limit: 6,00

1akhs.
6. 7000 3,500,000 10,450,000

Limited to Limit: 6.00 lakhs

2.5 lakhs

-—____¢____-___._-_-_-._.__.._.-..__..-_—--..---..——_.—-_....__..._._—.__—__-___-_______.._..__.._.._-..—_—.—__—.._——-..-—___-_.-__.._-.~...-____-__.

Sonrce : Indian Railway Welfare Organisation Brochure.
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Annex 112.2
(refer para 112.26)

COMPARATIVE REVIEW OF HOUSING FINANCE SCHEME

~—_-_--————-.-—.._—-—-._.__..—--_-___—-.——.._-_—-——.....-_...—-—..-..__—__-----———-——------—--—_--—__—.__.

SCHEME LOAN RATE TERM INSTMT. % of FEES
Rs./lakh of Int, in vrs pavment total charges

—-—-_--_——----~-—-—--—....——————--——---_-_.—-_..-____‘_—-.___..—__—__...._-_...-_....—__—_---_-_—___.__.

CITY HOMES

Ind. Borr.

Ins. Sch. 2.10 - 20.00 17% A-15 post dated 70% cost  1.5% - 7
- cheques or A0% 1.8% - 12
cons. 2.0% - 15
* Note 1 %
Professgional ~-do- 17% - 5-1H -0~ ~do- 1.5% of
Scheme loan appli.
Dr. Enges. Arch, amount.
CAs
*¥CAs consult
Note 2%
Property power 5.0-50.00 18.54% 1 vr at at borr, Res, 40% Rs. 3000
(OD limit sch.) on dally a time option Coml.35% to 10L
mkt value 100000
10-20L
ENote 3% ; 20000 +201.
CANFIN HOMES
Tni.Sch. 0.25-20.00 12.5-17% 7-153 Qtrly iH% of cost 1% of loan
LIC HOUSING FINANCE LTD.
Own Your Home b 12-14% 5-20 Monthly 50% agrent  0.5% of
Seheme value or appll. amt. loan
9n% policy valuye
Non Policy 20 16.5% 80% of agrmt -do-
Holders Scheme valiue

Y ¥ 3



vELHT CO-OP HOUSING FINANCE CORP.

Tndividual 3 14.2-15.2%  5~20 FMT 0% of
dwelling
¥Note D %

unit. coet

" - " - o - — o T~ —— " — — —_ —— - - ——— A - - - -t - — > - _— o ——

Infr. Stru, No ceiling 16.5% ] Qtrly 100% of

loan society facility cost
for electr &

lifts

- - —— 4 = P v " " - . - - — " > — o~ ——— — - v— -~ . - - - - - —

- S e S S - - " v ——— A . - 4 - " - " " > - - — - - — A = - — - ——

Notesg:

1. &0 per cent of cost excl, external dvpt and preferential location charges.

2. The professional's capability to repay/three vears 1-T returns.

3. Borrowers current income and capability to repay.

4 Specifically designed to suit individual investor. *Step up *Step down *Balloon
*Repayment Holiday Plan. Companv arranges an insurance cover.

5. Lower of 48 monthg individual income or Rs.3 lakh.

Also arrange social security cover at 0.5 per cent of sanctioned loan amount through L1¢

Borrower deposits 8.5 per cent of loan amount. on which he received 10 per cent annual]v
compnunded interest.

. ——— - - - T - o — - T " b S d " —_— - —— o A oy > " - W W o S G S - . A - - — - —

. s~ -~ ——— T " 0 "~ " - S - h— > b ——— -~ — = — - —n 4 - " — = = = o - - - - —

Loan Amount 100,000 2000,000 300,000 ,
loan Term ENI  Payment  EMI  Pavment Post  EMI  Payment Post
(months) Rs. Post, PP Rs. PP Rebate Rs. PP Rebate
Rebate

B0 2337.21  138R15.78  4726.50  280749.66  TI6B.51  425R30.75
120 1364.71  184675.12  R190.05  3765RR.6T  4B76.A6  A75AJ0.38
180 1345.21  237132.14  2758.19  48RA80.63 . 4239.83  747931.5
200 1288.07  294827.00  2389.36  607110.37  3994.77  eaiais.zd
spplicable Rate  13.7%  ieex TR

of interest
After AV, PPR.



DCM HOUSING FINANCE LTD

ind.Inv, Scheme 25 L25T,-12%  5-20 More a 5% of cost  0,B% of
10-15% specficly loan
1.51,-15,5% appll,amt
INote 4 % + DL-16%
NRT TInv., Sch., 25 11,-15% 3-7 FQ ‘ 5% of tot., 3.0% of
Note 4 * +H-16% Inst., (EMT ) cost. appin.amt, 1oan
Corporate [Loan 25 17-18% 5-15 EMT 75% of Pro 1% of
Seh, Credit cost sanctn, loan amt
Line

o T o = o o . 0 o o o o o o o o o o o o o i i o e v s % . e A o = = =~ =~ = = > — T~ - a A" —-—— = - - _— — - — -

HOUSING DEV. FINANCE CORP.

Individual 0.25-10 12-15.3% 5-20 Qtrly BRZL of 0.B% of

dwelling appln,amt
unit cost

T AR R e e v S 8 e S —— —— - " " ——— - —_— " ——— ——— ——— o =~ - " - - ——— —— _ - —
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Scteme for Educational ,fssistance

Introducnon

Demands

Revision of rates

1131 The Scheme of Children Educational Assistance compriscs three
components : (1) Children Education Allowance (1) Retmbursement of Tuition Fee
and (i) Hostel Subsidy. The Children Education Allowance was initially
applhicable to only Non-Gazetted Government servants drawing a salary upto a
specified hmit, which was increased {rom tume to tume  However, on the
rccommendations of Fourth CPC. the scheme was made applicable to all emplovees
without any pay hmit. Similarly. i casc of "Remmbursement of Tuition Fee' and
"Hostel Subsidy' also, the pay ccilings for admissibilnty have been removed. The'
rates of reimbursements under the scheme have also been revised from time to

time.

1132 Dcmands have been made for substantial improvement n the
scheme of Children Educational Assistance by wav of increasing the quantum of
bencfit and relaxation of conditions of cligibilitv.  Nearly a decade has clapsed
since the rates of all the three components of the scheme were last revised on the
rccommendations of Fourth CPC.

113.3 Taking into account the gencral increasc in the cost of living and
the impact of inflation in the interim period, we recommend that the rates of
assistance/reimbursement available under the three components of the
scheme be revised in the following manner:-

Component Present rates Revised rates
recommended

I) Children Education  Rs.50 p.m. per child Rs.100 p.m. per child
Allowance

ii) Reimbursement of a) Rs.20 p.m. per child Rs.40 p.m. per child
Tuition Fee for Class I to X

b) Rs.25 p.m. per child Rs.50 p.m. per child

plus Rs.5 pm. as for Class IX and XII
Science Fee per child

1667



Periodic

review
of rates

Condiiion of

admissibility
Extension  of
MEA

Scheme o
others

¢) Science Fee Science fee of
of Rs.5 per month Rs.10 per month for
for Classes IX to X11,  classes IX to XU if
if charged separately  charged separately.

d) Rs.50 p.m. Rs.100 p.m.per
per child child for
physically
handicapped and
mentally retarded
children for
classes 1 to X11

iit) Hostel Subsidy Rs.150 p.m.  Rs.300 p.m.per
per child  child

1134 While we do not find any justification in the demand for a linkage
between the assistance and the consumer pricc index. we recommend 2 triennial
review of the Educational Assistance Scheme so that the rates could be
updated to neutralise inflationary factors.

135 Children Education Allowance 1s presently admissible only in
cases where a Government scrvant is compelled to send his children to a school
away from the station where he is posted and/or residing. becausc of the absence
of schools of the requisitc standard at that station. Further. »f a Government
servant is transferred from a station where there is no school and if he was in
receipt of the allowance at the former station in respect of any cluld, he shall remain
eligible for such allowance till the closc of the academic vear of that school. A
similar restriction has not, however, been imposcd in respect of payvment of hostel
subsidy. We however, fcel that there may be various factors, such as the desire
to avoid dislocation, ensure continuity of education etc., necessitating the
retention of a child in the same schoo! at the former station. It is not
appropriate to discontinue the payment of the allowance in such cases. The
allowance may, therefore, be continued to be paid so long as the child
continues to study in the same school.

113.6 In case of physically handicapped/mentally retarded children,
reimbursement of tuition fee ts permitted onlv 1f the school 1n which they are
admitted 1s a recognized one. Considening the fact that numbcer of schools
recognised for such children are not many. we recommend that reimbursement
should be permitted even if the school in which they are admitted is not
recognized.

113.7 The Ministry of External Affairs have a scparate scheme of
Children Education Allowance which cnables the chiidren of India-based officials
posted in Missions abroad to receive proper cducanion in schools abroad as well as
in India. A demand has been madc by officers of the Indian Audit and Accounts
Service that the MEA scheme should be extended to them during their postings in
Indian Missions/Embassics abroad. We do not tind anv justification for the denial
of the facilitics extended by the Mimistny of ixternal Affairs 10 other officers
posted abroad and, therefore, recommend that the scheme prepared by MEA
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for its staff posted abroad should be extended to other Central Government
employees posted abroad.

1138 Difficultics arc bemng experienced by emplovees in getting their
children admitted to Central Schools in mud-scssion in casc of their transfer.
Although as a matter of policy, preference 1s given i adnussion to children of
cmplovees who are actually transferred. the problem of thosc who arc transferred
in mid-scssion is worth considering. We, therefore, recommend that as a matter
of  policy, such children need to be admitted even if vacancies are not
available in a particular class. We also recommend that Gevernment should
expand the network of Central Schools with a view to ensuring adequate
educational facilities to children of Central Government employees.
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GENERAL INTRODUCTION

1141 Onc of thc manv welfarc mcasurcs undertaken by Central
Government is the provision of Health carc benefits to its employecs in the form
of outpaticnt,domiciliary, specialist, referral and in patient treatment.  Central
Government cmployecs in certain organisations arc covered by captive medical
facilities provided by the concerned administrative Ministries like the Railways,
Armmed Forces, Central Police Organisations, and the Ordnance Factories. These
organisations have comprehensive arrangements for outpatient, inpatient as well
as specialist/referral treatment.  Certain orgamsations like the Departments of
Spacc. Atomic Energy. Posts, Tclecommunication, Botanical Survey of India, etc.
have himited facilitics, covering outpatient treatment and limited hospitalisation.
For specialist treatment and medical intervention for serious ailments, these
organisations fall back on the facilities of the Central Government. The general
coverage of Central Government cmployees i1s under the Central Government
Health Scheme (CGHS), and the Central Service (Medical Attendance) Rules,
1944 - commonly known as the Medical Reimbursement Scheme. Annexe 114.1
indicates the distribution of Central Government employees under different health
and medical care arrangements.

EMERGING SCENARIO

1142 Central Government emplovees are spread throughout the country.
The Government has hitherto looked upon medical facilities as a welfare measure.
Traditionally, these medical facilities have been provided in the form of curative
hcalth carc.  Employees' participation in thc scheme started after the
rccommendations of the Second CPC, in the form of a contributory CGHS | and the
development of the scheme as a pilot project towards a National Health Service
Over the last four decades, the organisation of medical facilitics fQe €entral
Government employces has undergone a visible change.  There have been
impressive advances in the science, technology and pharmacy of medicine and
health care. coupled with the emergence of a wellcquipped private sector for hcalth
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carc and nisc in the costs of health care

1143 Govérnments across the globe have been concerned with rising
health care costs, coupled with the need to have flexibility in emplover-provided
health benefits  Sweden and the Umited States have made some atiempts at
rcgulating the provision of hcalth benefits, relving to a great extent on market
forces The National Health Scheme of the United Kingdom has itsclf undergone
gradual changes over the vears. to meet the rapidly incrcasing demands on the
health delivery system In Sri Lanka. Republic of Korca. and Argentina the health
benefits ansing out of Government employment, are contributory m naturce

NEED FOR RE-ORGANISATION

114.4 The last decade has thrown up the need for assimilating the
experniences of the past to meet health needs of the future. At the time of the First
CPC the rules generally entitled a Government servant for frec treatment in a
Government hospital. Provincial hospitals maintained by local authoritics were
also recognised for purposes of trecatment of Central Government cmplovees. on
reimbursement of expenditure. The Second CPC observed that 1ll-health was one
of thc common causcs of unpunctuality and abscnteeism. It reccommended that
Central Government should have its own arrangements for medical care for its
cmployees It recognised 'family’ as the basic unit of medical care, and enlarged the
defimtion to include dependent parents, mmor brothers and sisters.  The
Commission reccommended a major change m the form of contributory system of
mcdical aid, as was then available only in Delhi, for all Central Government
cmplovees. The Third CPC stressed the need to improve facihties provided under
the Central Government Health Scheme, 1n the face of shortages of medical staf,
cquipment, drugs, ctc. and gencral congestion in Hospitals. It recommended the
Scheme to be vigorously extended to uncovered cities and towns on priority basis.
It introduced the system of purchasc of medicines only from Fair Price Shops and
Co-operative stores run by Central or State Governments or Local Bodics to
prevent abuse of the system of reimbursement. It also toyed with the idea of
introducing a fixed medical allowance and group medical insurance but did not
consider 1t feasible. A recommendation on compulsory regular medical checkups
for Central Government emplovees covered by the CGHS, was probably the first
organised step towards preventive health care. The Fourth CPC raised the raies of
contribution under CGHS and suggested that the feasibility and modalities of an
insurance scheme for Government cmployees in lieu of the Medical Reimbursement
Scheme may be considered by Government. It also suggested a fixed monthly
medical allowance or lumpsum grant for OPD purposes. The Standing Committec
of Parhament for the Ministry of Human Resource Development examined the
working of CGHS, and submutted its report i August, 1995, it madc a number of
valuable suggestions to ameliorate the conditions of the beneficiarics of the scheme
and make 1ts functioming more cffcctive and efficient. Suggestions for improving
the health delivery syvstem were also received by us from PA through a
consultancy study on the "Restructuning of Medical Services”.

1145 Demands received in the Commussion arc wide-ranging extending
from disbanding CGHS and permitting free choice of private medical treatment.
on full reimbursement basis. to expanding CGHS and solving the endemc
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problems of logistics, overcrowding., timings and availability of medicines.
cquipment and staff Demands have also been made for removing the difficultics
in the system of medical reimbursements like recognition of private medical
practitioncrs and hospitals. types of health benefits (o be covered. the system of
advances. pavments and recoverics, medical insurance, medical allowance for
outpaticnt trcatment, domiciliary medical atiention, specialist treatment and
hospitahsation.

114.6 * Two other devclopments have also taken place since the last

CPC's report, necessitating a fresh look at medical facilitics available to Central

Government ecmployecs. The enjoyment of the highest attainable standard of health

i1s recognised as a fundamental right of all workers in terms of Article 21, read with

Articles 39(c), 41, 43, 48A and all related articles, as pronounced by the Supreme

Court in Consumer Education and Rescarch Centre and others vs. Union of India

(AIR 1995 Supreme Court 922). The Supreme Court has held that 'the night to

hcalth to a worker is an intcgral facet of meaningful right to hifc to have not only

a mcaningful cxistence but also robust health and vigour ... thercfore, right to

health, medical aid to protect the health and vigour of a worker while in service or
post rctircment is a fundamental right ... to make the lifc of the workman

mcaningful and purposcful with dignity of person". In another landmark-
judgement, the Supreme Court has made providers of medcial facilitics also subject

to thc Consumer Protection Act, in Indian Medical Association vs. V. P. Shantha

and others (1995( 6) SCC 651).

WORKSHOP ON MEDICAL FACILITIES

114.7 Keeping in view the emerging scenario described above, the
landmark judicial pronouncements, and thc demands-made in memoranda, a
workshop on medical facilities for Central Government employees and pensioners,
cntitled "Total Health Care", was organised on 12th January, 1996, in the
Commission's office. Participants at the workshop included representatives of the
Ministrics of Health & Family Welfare, Railways, Posts, Telecom as also the
Armed Forces, Insurance Division of the Ministry of Finance, Postal Life
Insurance, Employecs' State Insurance Corporation and chief executives of major
national insurance Companies. Representatives of Doctors' associations, JCM and
pensioners, as also legal, consultant and administrative experts on the subject
assisted in providing a sharp focus on the issues raised. The composition was
consciously kept wide enough 1o obtain views and suggestions from all possible
scctions.  Sccretary (Health) and the Director General Health services were
particularly invited to respond to the discussions.

114.8 The workshop deliberated on the inadequacies mn the existing
svstem of health care as also vanious demands madc in memoranda on the subject.
A special session was devoted to the concept of medical insurance as an altcrnative
to medical reimbursement particularly for specialist treatment of scrious ilinesscs
and hospitalisation. During this scssion the Insurance Companics jointly, and the
Postal Life Insurance, on behalf of the Department of Posts, presented papers on
their potential schemes of Medical Insurance cover for Central Government
cmplovecs.
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1149 Strong views were expressed for the continuance. extension.
expansion and strengthening of CGHS . Suggestions were also madc for financial
hcalth of medical aid schemes. particularly emplovers' contributions, as for the
Employces' State Insurance Corporation. Represcentatives of Pensioners pointed
oul the extremc hardships faced by thosc residing 1n arcas so far totally uncovered
by any health carc schemes. stressing greater requirements of medical facilitics for
this catcgory. A conscnsus also cmerged at the workshop on the nced for further
cxamination of the scheme presented by the Postal Life Insurance and the
Insurance Companies. We have kept in mind the suggestions made at the
workshop, while formulating our reccommendations on the subject.

RECOMMENDATIONS FOR STRATEGIC CHANGE

114.10 Our recommendations on the subject of Medical facilitics have
particularly concentrated on thc CGHS and the scheme for medical resmburscment
under the CS (MA) Rules. Wherever demands on the content of particular schemes
of the organised sector have been raised, these have specifically been addressed.
Recommendations relating to the issucs on medical facilities for pensioners have
been made separately in the relevant chapter.

114.11 The object of the existing schemes is largely curative in naturc.
Recognising the need for effecting savings tn wasteful cxpenditure on this account.
as also providing universal and equitable medical facilities, we feel that the focus
must shifl to Total Health Care within the cxisting constraints and financial
resources at the disposal of the Government.

CENTRAL GOVERNMENT HEALTH SCHEME

114.12 The CGHS provides out-paticnt and domiciliary health care in the
form of diagnosis, tests and treatment. The scheme also covers treatment under
Indian Systems of Medicine and Homoeopathy, wherein only Ayurvedic treatment
caters to outpatient, domiciliary as well as hospital care. For hospitalisation and
specialist treatment, a referral system has been devised to refer patients to
Government hospitals and recognised private hospitals. The demands for its
disbanding, or alternatively permitting Government servants to opt out of the
scheme in favour of a greater freedom of choice, emanate from a feeling of
dissatisfaction with the existing arrangements, as they are unable to live up to the
expectations of beneficiaries. The problems faced by the CGHS bencficiaries are
those of timing, overcrowding, non-availability of medicines, diagnostic and testing
facilities, and cleanliness. We obscrve that CGHS was conceived to provide
comprehensive medical facilities to Central Government employees and pensioners
to replace the cumbersome and cxpensive system of reimbursement. ‘Over the
vears the scheme has expanded both 1n coverage and scope. These problems may
appear to be endemic, but are not insurmountable. Demands have also becn made
for expansion of CGHS to hitherto uncovered cities, as also extension to some
excluded categorics. The administrative Mimistry has stated that every day a
number of requests arc received for extending the coverage of CGHS. We
recommend that the CGHS facility should not only continue but be expanded.
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11413 The CGHS presently exists i 21 citics covering about 8.94 lakhs
emplovees and their dependents. 1.¢. about 17% of the total number of employces.
in addition. an allopathic dispcnsary cach in Bhubancshwar and Ranchi is
functioming exclusively for the Accountant General's employees  Proposals for
opening of CGHS dispensaries at Trivandrum and Guwahati have recently been
approved. The Mimistry also has under consideration upgrading the dispensarics

- at Bhubancshwar and Ranchi. Norms rcquirc that any city employing 7.500 or

morc Central Government cmplovees is cligible for the opening of a CGHS
dispensary. subject to availability of funds. The main impcdiments to rapid
expansion are lack of concentration of cmployees and pensioners, and shortage of
manpower, cquipment. accomodation and funds. The Ministry of Health &
Family Welfare should prepare a perspective plan for the next 10 years and
based on that provide funds for strengthening CGHS and its expansion to
new cities. The Ministry of Finance should place adequate funds at the
disposal of Ministry of Health and Family Welfare for the purpose. As
rcgards problems of manpower, cquipment and funds, Government may consider
pooling all Authorised Medical Attendants (AMAs) of Central Government
Departments at a station into a single CGHS Health Agency for providing
CGHS facihties for hmited hours in a dayv, ull regular dispensarics can be opened.
This would not involve additional expenditure at new locations, as the same
retainership mechanism would work as cxists for the AMAs. Since AMAs are
appointed by different Departments, the Central Standing Welfare Co-ordination
Commuttees could play an cffective role in making the pooling arrangements and
providing accomodation for the purposc. Such Health Agency stations can be
identified as priornity locations in the 10-vear perspective plan for opening new
full-fledged dispensarics as constraints, financtal and othcrwise, arc overcome.

11414 While emplovees and pensioners of the Railways, armed forces
and industrial emplovees covered by the ESI arc specifically excluded, on account
exclusive arrangements for them, we find that civilian Defence employecs in
Mumbai are neither covered by the CGHS nor the Armed Forces' medical facilitics,
and they have to fall back on the CS (MA) Rules for medical cover. Employees of
Delhi Administration have also demanded coverage under the CGHS. We
recommend that civilian Defence employees in Mumbai, may be covered by
the CGHS. The Ministry of Health and Family Welfare have pointed out that
CGHS 1n Delhi is already overstretched in terms of number of beneficiaries. There
arc also serious complaints of overcrowding. The Dethi Administration, with its
1.29 lakh emplovees has a well organiscd svstem of clinics, dispensaries and
lcading pnivate referral institutions. We, thereforce, do not consider it necessary to
cover emplovees of Delthi Admimistration under the CGHS.

14715 CGHS also covers family members and certain dependants in its
scheme. provided they arc ordinanly residing with the card-holder and having a
monthly income of Rs.500 or less. Demands have been made that the limit should
be raised. as the present hmits have become meamingless when compared to rise in
health care costs. The Fourth CPC had raised the hmits from Rs.350 per month to
the presemt figure. The Ministry of Finance has advised that the DA sanctioned
after December. 1985 takes care of price nisc. and hence further revision of the
monctany cciling 1s not justified. Considering the phenomenal rise in health care
costs. and our rccommendations on pav-scales and pensions, we recommend that
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the limit for defining dependency may be raised from the existing Rs.500 per
month te Rs.1500 per month.

114.16 No Central Government emplovee paid from civil estimates and
having HQ 1 citics covered by the Scheme can opt out of the scheme. Permussion
to opt out of the scheme has been demanded by some on account of dissatisfaction

CHS Doctors. in particular, have demanded exemption {rom paving contributions
onthc grounds that many organisations offer their “products” as free fringe benefits
to théir cmplovees. Emplovees in genceral have demanded exemption and have
argucd that the CGHS s the only contributory scheme whereas other schemes are
not contributory. A scction of the demands also sccks exemption of medical
contributions from taxablc income on the analogy of contributions to medical
insurance. We do not find any justification for exempting any catcgory of
cmployces from making contnibutions. We also observe that expenditure on health
care for CGHS beneficiarics has been rising, but contributions have not kept pace
with it. Health care schemcs are not being strengthened or expanded for want of
funds. The Second CPC had recommended that medical care schemes should be
contributory for all Central Govemment cmplovees, and the Third CPC also
indicated a strong casc for raising contributions. The Fourth CPC raiscd the
contributions keeping in mind the differences between per capita per annum
contribution and expenditure under CGHS. The rates of contribution worked out
as a percentage of basic pay at the lowest and highest cnd of slabs is at Annexe
114.2. The present rates of contribution add up to about Rs.3.27 crorcs annually.
We recommend that ALL medical facilities be made contributory in nature,
including those which are presently non-contributory. Howcver, wherce such
facihnies are not available and the employces have to take recourse to the
provisions of CS (MA) Rules, no contribution should be charged from them. Just
as medical insurance premia arc exempt from income tax, we recommend that
contributions paid towards medical facilities by Central Government
employees, may be treated as deductible from total income for purposes of
Income Tax. We also feel that CGHS contributions nced to be raised in order to
bridge the nising gap in health care expenditure and contributions, to some extent.
A summary of the trend of expenditure and contributions since the Last CPC may
be secn at Annexe 114.3. Accordingly, we recommend the following rates of
contributions against the pay slabs given in the table below. Ministry of
Health may also consider extending the scheme of one life-time contribution,
available to pensioners, to service employees as well.

PAY RANGF (Rs PER MONTH)  CONTRIBIITION (Rs PER MONTH)

Upto Rs.3000 Rs. 15/-
Rs.3001-6000 Rs. 40/-
Rs.6001-10000 Rs. 70/-
Rs.10000-15000 Rs. 100/-
Rs.15001 and above Rs.150/-

All the Ministries may also contribute an amount equal to the employees'
contribution to the provider Ministry and the revenuc collected be held as
corpus of funds for cxpanding medical facilitics.
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11417 We have alrcady mentioned that the problems facing the CGHS
arc not insurmountable  The Parliamentary Standing Committee of the Ministry.
of Human Resource Development, observed the poor state of maintenance and lack
of supervision, and suggested that the Dispensarics should be strengthened and
expanded. The Consultancy study by 1IPA has also adviscd that though the CGHS
suffers from incficicney, ncgligence and mismanagement, the system's logic docs
not actually bear these defects. Instead of replacing the whole system, it makes a
lot more scnsc to rectify and restructure it so that it may run cfficicntly. A similar
view has been expressed by a 1993 study of the National Council for Applicd
Economic Rescarch. According to the report the prioritics of improving the
situation arc cxpansion of health facilitics, acquiring morc diagnostic cquipment
and facilitics, incrcasing medicinc supply, and rcmoving congestion.  The
Workshop also discussed the issucs of cleanliness and inconvenience of timings
and a desirc to revert to the earlier two-shift system. The 1ssues require a
multi-pronged attack. Shortages of manpower arc difficult to overcome as no new
posts arc created. Resort has, therefore, to be made to upgrading cquipment and
making all available equipment functional incrcasing space in available
accommodation and dispersing excessively loaded dispensaries. Besides, obtaining
support services like testing, injections, ctc. on contract from open market wherever
nceessary, and promoting preventive measurcs o counter the pressurc on curative
arrangements also need to be tnied out.

11418 To begin with, maintenance and cleanliness in dispensaries
should be awarded to private contractors and in-housc appointment of Safai
Karmacharics and other related staff should be gradually discontinued. Officials
supervising cleanliness can also be dispensed with and Chief Medical Officers in
dispensaries can be delegated powers to keep a watch and organisc such contracts.

114.19 Govemment employees have to absent themselves from office or
attend office late because of the need to consult a doctor in CGHS dispensaries.
The timings have t be such as to allow such consultations mainly outside office
hours, both in the moming and evening. We, therefore, recommend split duty
timings in the dispensaries. Dispensarics should run in the momings as well as
cvenings, as they used to in the past. The total duty hours of personnel should,
however, remain fixed as six hours per day as at present. A split duty allowance
may be given to the employees deployed on such sphit duties at the following rates:-

Exccutives Rs.1000/- per month
Supervisory Rs.500/- per month
Supporting Staff Rs.300/- per month
Auxihary Staff Rs.200/- per month

As an alternative, Government may consider the introduction of double shift duty
duning the day in Dispensarics without making any addition to the existing staff.
Dispensarics should run in the morming as well as in evening and the night duty
may be discontinued. Facilitiecs for emergency services duning the night may be
availed from the Government hospitals or such facilitics may be developed in the
polvclinics. Government Dispensarics/Poly-Chinics as extensions of the Central
Government hospitals.  There should be constant rotation of the duties of the
General Duty Medical Officers between hospitals and dispensaries for exposure to
in-patient svstems and processcs.
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114.20 For diagnostic and testing cquipment, the Mimstry should make
an asscssment of resources required for procurement and maintenance of
cquipment by carrying out a factual survey of available cquipment, the extent of
non-functionality and the cstimated shortages, and arrive at a percentage which
may be used for carmarking funds out of the budgeted expenditure for procurcment
and mamtcnance of cquipment. Resort can be made to private diagnostic
facilities on authorization from CMOs of disnensaries, wherever necessary,
to meet existing shortages.

114.21 Demands have been received for permussion to purchase medicines
from private supplicrs, whenever medicines arc not available in dispensarics,
particularly thosc prescribed by specialists.  The administrative Ministry has
suggested permitting private purchasc of medicines on reimbursement by the
respective Ministries/Departments, based on a short-list of medicines and drugs to
be supplied under the CGHS. We do not, however, agree with this suggestion for
reasons of its openness to abusc, the existence of a large Medical Stores
Organisation under the Ministry, and avoidable burden on other Ministries. Bulk
purchase of medicines should .be through Medical Stores Organisation,
shortcomings in the quantity of medicine in the dispensaries should be looked into
well in advance and the method of indenting should be streamlined. Ministry
should examine the bottlenecks in adequate and timely supply of medicines,
and the possibility of distribution of medicine through private parties to
improve the supply of medicine. Supply of medicine to patients suffering
from chronic diseases should be at least for three months at a time. The
method of keeping medicines in the dispensaries should be made more
scientific by indexing and classifying the medicines.

114.22 The CGHS has a mechanism for regularly inspecting dispensaries,
combined with a system of complaints and suggestions, and appointing Arca
Welfare Officers in consultation with the Ministry of Home Affairs. This system
has, however, not been successful in throwing up the inadequacies or remedying
complaints. A proper and effective reporting and reviewing system is an integral
part of total health care for timely identification and rectification of inadequacies
and infusing flexibility in the system of suggesting corrective measures ahead of
break-downs. Shortages of staff can be effectively met by Computer
applications. The staff of DGHS can be reviewed and effectively brought to
use for inspections, by taking the following steps:-

a) Inspection Teams can be formed comprising an officer of the
DGHS, the CMO in-charge and the Area Welfare Officer, who
will carry out full inspections at regular intervals;

b) A pre-drafted questionnaire indicating all the areas requiring
probe, including complaints and suggestions, should be
permanently retained by the tecam as well as dispensarics for
focussing on such areas;

c) The tcam can carry out surprise visits to dispensarics with high

complaint rate or problems, and be sufficiently empowered to
take maximum possible remedial measures on the spot;
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d) The tcam will be responsible for upkeep of statstical and
financial iformation on beneficiarics, medicines. cquipments.
facihitics, stalT and cleanliness. in the dispensanics alfotted to .
and

¢) A ccll of DGHS should monitor the regular conduct of
inspcctions and compilation of staustical and financial
information for pohey decisions

MEDICAL REIMBURSEMENT SCHEME

t14.23 Since the ime of the Second CPC Central Government cmployecs
covered by the Central Service (Medical Attendance)(CSMA) Rules have desired
a greater freedom of choice of the health delivery outlets both for outpaticnt and
domiciliary trcatment as well as hospitalisation. This demand has been made
again The rules in question requirc only Authonised Medical Atiendants (AMAs).
appointed by heads of Departments, as the first point of medical contact. AMAs
arc appointed from among medical officers of the Central or State Governments -
and Umon Termtories. Private RMPs are appointed where adequate number of
Government doctors arc not available, particularly in remote arcas. The existing
arrangement 1s adequatce.

11424 We arc in favour of a greater freedom of choice in obtaining
medical ad and advice, wherc Central Government is unable to organise its own
faciitics for cmplovees. Such a freedom, while aiming at development of
cmplovees within their own responsibilities, will reduce much of clenical work
involved 1in medical reimbursement claims for day-to-day to need. For scricus
ailments and hospitalisations, however, we still do not see any justification for
removal of restrictions. Accordingly, we recommend that in areas presently
covered by medical reimbursement scheme for outpatient purposes a medical
allowance of Rs.100 per month per employee may be granted only for
outpatient facilities, not provided by either CGHS or any departmental
medical facilities. '

114.25 In the matter of hospitalisation under the CS (MA) Rules,
demands have once again been made for greater frecdom of choice by recognising
morc and morc private hospitals, as also thosc recognised by State Governments
and Public Scctor Unuts, with adequatce trcatment facilities, particularly for serious
tlinesses. Some of the memoranda have sought the sctting up of captive CGHS
hospttals for emplovees as the existing hospitals are overcrowded and ill-cquipped.
The CGHS already has a system of polychmics having facilities for testing, X-Ray,
Speciahsts, ete. Government may consider establishing more such polyclinics.
Serious ailments and hospitalisation being a costly affair, ecmplovees have
demanded {reedom from the burden of arranging the imuial deposits to be made for
obtaing treatment. as large sums of money arc involved  Suggestions have been
made for making reimbursements to hospitals and doctors dircetly through book
adjustment. hberahsing medical advances. {ull reimbursements subject to
maximum cerhing hmits and organising a syvstem of Health Credit Cards

114 26 The steps taken so far cover only CGHS arcas The Ministry
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may consider extending recognition to more and more referral institutions to
remove regional imbalances. Wherever, CGHS Dispensaries or Health
Agencies are opened, at least onc referral hospital may be recognised. Whilc
recogmising hospitals for referral purposcs. one consideration should be that it s
rccognised by the Statc Government or by Central/Statc Public Sector
Undertakings for medical facihitics for its. cmployees.  Keeping in mind the
inadquacics in the health delivery system for the public at large, as also the
exisience of CGHS wings in Government hospitals, we do not recommend separate
hospitals for CGHS bencficiarics.

11427 As regards ceilings on reimburscments, in cases of Government
hospitals, there should not be any restrictions in reimbursement. In cases
where reimbursement is for private referral hospitals then there may be
restrictions regarding room entitlement but not for testing , treatment and
medicines. In particular, the present ceilings imposed on reimbursement of
expenditure on expensive treatment like open heart surgery, kidney transplant ctc.,
should be removed forthwith'in favour of full reimbursement of actual expenscs
incurred. Pnivate hospital rates should be negotiated every year as is alrcady being
done by public sector undertakings and full reimbursement upto the approved ratcs
should be allowed.

11428 The demands for liberalising the system of medical advances arc

justified. Lengthy procedure for sanctioning medical advance should be cut short
by liberalising medical advance rules. We recommend that instead of the
existing 80% advance admissible under the rules 100% advance may be
made mandatory within a short time limit to remove the hardship of the patient
in meeting expenditure towards medical treatment particularly hospitalisation
specialised treatment and prolonged illness. The payment of 90% advance may
be made straight-away on receipt of the estimate. The remaining advance
should also be paid within a period of one weck after checking the bill/estimatc.
Instead of Head of the Department, Head of Office may be empowered to
sanction such advance. The system should be evolved in such a way as to have
a direct settlement of bills on pilot basis.

114.29 The Maharasthra Government is considering a proposal of
introduction of a system of "Health Credit Cards", for serious ailments, that the
private recognised hospitals will honour at the time of admitting Government
cmployees for treatment. The negotiations with the private hospitals are stated to
be at an advanced stage. We recommend that a system of Health Credit Cards
be introduced on a pilot basis with some selected private recognised hospitais,
on the lines of the proposal in the Maharashtra Government, and if-found
successful may be extended to other areas and hospitals.

TOWARDS TOTAL HEALTH CARE

11430 A look at the prohibitive present day health care costs points to
arcas that can check the rising phenomenon, administrative exigencics and
dissatisfaction levels, considerably. Preventive and promotive aspects are cffective
low-cost "better-than-curc” measures. Immunisation, sanitation and health
consciousness are necessary to cffectively mect the pressures on the existing health
delivery system.  We recommend that the Ministry of Health & Family
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Welfare, as well as the nodal organisations for medical facilities should take
concrete steps in that direction in Central Government Ministries,
Departments and their attached and subordinate offices, as long-term and
on-going regular interaction. The following stcps arc suggested:-

a) Basic health cducation;
b) Encouragement of voluntary and rcgular medical check-ups:
c) Preventive enforcement like safc drinking water, prohibition of smoking

and more vigorous anti-AIDS campaigns, consciousncss at all levels on
hcalth hazards. and
d) Hcalth fitness and longevity programmes.

114.31 Among thc Central Government employces it would be
reasonable to presumc that greater health care and precautions are required beyond
the age of 40 ycars, with lesser incidence from date of entry to Government service
up to that age. Preventive health care also has a role to play here. It may put
enormous pressure on health outlets to prescribc compulsory and regular medical
checkups for all employecs. We recommend compulsory medical examination
for all Central Government employees beyond the age of 40 years of age, once .
in 3 years at Government cost, with a requirement that such medical reports be
placed alongside the ycar's Annual Confidential Reports. The compulsory checkup
may also be prescribed for those employees of age below 40 years, if their absence
on grounds of il health exceeds 30 days on more than one occasion in a year. Also,
employeescontracting serious or chronic ailments hke TB, Leprosy, Cancer, mental
diseases, heart ailments, kidney ailments, etc. may be referred for compulsory
annual medical checkup irrespective of age.

114.32 To further the objectives of total health care, it is necessary to
develop a regular and effective reporting and reviewing system for a two-fold thrust
- decision-making, flexibility in deciding health-benefit packages, timely
identification of inadequacies in the delivery system, and overall financial and
administrative reporting on its various aspects on the one hand and on the other to
evolve an effective system of grievance redressal at the micro-level. In the
proposals on CGHS, we have recommended an elaborate system of inspections
towards this end. We also recommend maintenance of a regular data-base for
all medical facilities, beneficiaries, rules and regulations as a networked
Management Information System. The network will be of immense use in
reporting bottlenecks and shortages, and information dissemination on various
aspects of health care, including availability of facilities like accomodation,
medicines, pathological, bacteriological and radiological tests, etc..

114.33 Some memoranda to the Commission have demanded that all
Central Government medical schemes should be brought under the Consumer
Protection Act to check negligence on the part of Government doctors. The
Consultancy studv has also suggested the introduction of a system of medical
accountability by creating a cadre of medical junists in all the health services. The
Supreme Court judgement cited in para 127.6 has alrcady brought the medical
profcssion within the ambit of the Act. Crealing a scparatc and additional cadre
or unit for medical accountability may not be feasible. Our recommcendations on
revitalising the information, complaints and suggestions and inspection system
should suffice for the purposc.
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MEDICAL INSURANCE

11434 Medical Insurance has been suggested by a number of associations
and individuals in memoranda to the Commussion for consideration as a viable
altcrnative to the mcdical reimbursement mechanism in Central Government,
particularly on the lincs of the "Medi-carc” scheme of the national Insurance
companics. The Third CPC engaged the LIC for preparing a scheme but did not
consider the proposal feasible becausc of the prohibitive costs. The Fourth CPC
also considered the subject, but left it to Government to examince the fcasibility and
modalitics of the scheme. We observe that there arc over 4 lakh employces and an
unspecified number of pensioners located 1n arcas that are inadequatcly covered by
any medical facilitiecs. The CS (MA) Rules themselves leave it 1o various
Minustrics and Departments to administer the medical cover under rules framed by
the Ministry of Health & Family Welfare. This mechanism itsclf generates work
that need not be done in Govémment, when altcrnative means arc available. The
workshop gencrated a consensus that insurancc could be considered as a
supplement to the existing arrangements. Papers presented by the different
Insurers preferred coverage only for hospitalisation Icaving out-patient treatment
outsidc its scope. At the workshop and during official discussions, Sccretary
(Health) expressed the view that in the changing economic situation, medical
insurance should be given a chancc as a new concept in Central Government
medical care.

114 .35 The papers on the subject of medical insurance presented at the
Workshop on "Total Health Care" proposed tentative premia structures and a
limuted table of benefits. The proposal presented by Postal Life Insurance(PLI)
at the Workshop was found to be considerably less expensive than the option
presented by the Insurance Companies. This gives the PLI an edge. We
recommend that the Ministry of Health may formulate a svitable Medical
Insurance Scheme in consultation with the Postal Life Insurance and other
Insurance Companies for adoption as a viable alternative to hospital
reimbursements. Care may be taken that the proposed insurance scheme should
not provide lesser benefits than those that are provided by the CS (MA) Rules in
the matter of hospitalisation and specialist treatment. It should provide for full
coverage of essential medical expenditure on in-patient treatment. Dental treatment
should also be fully covered, but cosmetic treatments should be excluded. The
scheme may be initially extended to all Central Government employees and
their families who presently fall within the purview of CS (MA) Rules. The
scheme of medical insurance will specifically exclude organisations having captive
facilities for hospitalisation and in-patient treatment. In the long run such
organisations may consider switching over to the medical insurance in replacement
of their own facilities.

11436 In comparison to reimbursement, insurance is expected to relieve
Government cstablishment of the work of processing claims, revising norms, and
keeping watch on expenditure, besides providing independence in the watch over
misuse of the fagilitics and flexibility in augmenting health care delivery for
cmployecs. In case, at some later stage, Governmerit finds that medical insurance
1s either more expensive comparcd to the present mechanism or provides less
cffective health and medical cover to employees and pensioners, the scheme may
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be reviewed for any modifications that arc desired.

11437 Hcalth ss  onc of thc important ngredients of the service
conditions' structurc that aflects the effectivencss and cfficiency of ecmplovees. It
is csscntial that health care moves towards a svstem of universal, cquitable and
total availability. Besides being an important and necessary welfarc measure. it is
of mutual interest that emplovees enjoy a robust health. not only for efficicney and
cflectivencss in Government, but also for preventing costly and avoidable loss of
man-days. We arc convinced that the reccommendations made in this chapter will
not only hclp to move in the direction of total health carc, but also that the cxtra
costs incurred, if any, during the imitial years, will bc morc than offsct by the
advantages it brings in the long run. with a favourablc social cost-benefit balance.
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Annexe 114.1
(Scc para 114.1)

MEDICAL FACILITIES FOR CENTRAL GOVERNMENT EMPLOYEES
AS ON 31.3.94 ‘

S.No. Rulcs/Schemes of Medical Cover No.of Emplovees % of total

1. All India Scrvices (Medical Attendance)

Rules, 1954

Indian Admn. Service - 3336

Indian Policc Scrvice - 3519

Indian Forest Service - 2721 11,576 0.23

2. Ordnancce Factorics 1.88,000 368

3. Indian Railways 16,26,040 31.79
4. P&T Dispensarics 3.47,987 6.80
5. Central Policc Organisations

National Sccunity Guard - 7485

Border Sccunity Force - 1,71,735

CRPF - 158,693

ITBP - 29,504

CISF - 87.337

Assam Rifles - 52,504 5.07.258 992
6. Amned Forces 11,69,152 22.86
7. Central Government Health Scheme 8,94 455 17.09
8. Central Service Medical Attendance Rules  3,90,575 7.63

TOTAL 51,14,588 100
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Aanexe-114.2
(Scc para 114 2)

CONTRIBUTIONS TO CENTRAL GOVERNMENT HEALTH SCHEME
(Figurcs in Rupccs)
S.NO GRADE OF PAY/ RANGE# RATE % AT MIN.* %ATMAX*

PENSION
I.  UptoRs 1200 825 5 0.67 042
2 1201-1500 300 10 0.83 0.67
3. 1501-1800 300 15 1.00 0.83
4. 1801-2500 700 20 111 0.80
5. 2501-3200 700 25 1.00 0.78
6. 3201-4000 800 30 0.94 0.75
7. 4001-5000 1000 - 40 1.00 - 0.80
8 5001 and above 4000 50 1.00 0.63

NOTES : # = Min-Max * = Ratc - Gradc of Pay/Pcnsion
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Annnexe 114.3
(See para 114.16)

DETAILS OF BENEFICIARTES, EXPENDITURE OF THE CGHS

No.

Annual

Average

Year No. Average

Cards Bene-  Expendi- p e r

ficiaries ture (Rs. benefi-

incrores) - ¢ciary

Expendi -

ture (5/3)
1986-87 750595 3287260 37.16 Rs.113.04
1987-88 769818 3510018 43.42 Rs.123.71
1G88-88% 819464 3619290 55.20 Rs.152.52
1989-60 852876 3833397 57.29 Rs. 148.45
1990-91 898035 3957730 70.47 Rs.178.06
1991-92 935381 4122763 80.59 Rs. 195,48
1992-93 872272 3992854 88.58 Rs.221.83
1993-94 894455 4000528 118.87 Rs.297.14

Source: Base paper of Ministry of Health & Family Welfare
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General Provident Fund

Objectives

Participation in
the Fund and
Rates of
subscription

1151 The General Provident Fund Scheme for Central Government
cmplovees was launched in the vear 1960 to scrve the twin objectives of inculcating
the habit of thrift among cmployces and providing some means to them in times of
nced. All government servants who have completed a year's service and all re-
cmploved pensioners, other than those cligible for admission to a contributory
provident fund scheme, arc required to participate in and contnibute to the Fund
compulsorily. Temporary government servants also have an option to subscnbe
to the Fund even before they complete a year's service. Provisions governing the
rates of subscription to the Fund, enhancement of subscription, refundablec
advances and non-refundable withdrawals from the Fund for the specified
purposes. {inal payment of accumulations and other related matters are contained
in the General Provident Fund (Central Services) Rules, 1960 and orders issued by
Govemment thercunder. These provisions have been liberalised from time to time.

1152 There has been a widespread demand that participation in the
Fund should be made optional. It has been argued in this context that (a) savings
instruments and various other attractive schemes which yield substantially higher
returns are now increasingly available; (b) there i1s a growing tendency among
cmplovees to resort to frequent withdrawals from the Fund; and (c) the accretions
to the Fund are, in any case, not very significant. On the other hand certain
sections of cmployees have urged that the minimum monthly subscription to the
Fund should be enhanced from 6 per cent of the emoluments to 10 per cent and that
the present restriction on the maximum subscription not exceeding the total
monthlv emoluments of an employce should be removed.

1153 On consideration of a similar demand, the Fourth CPC was not in
favour of cither discontinuing the scheme or making it optional because the Fund
provided relicf to emplovees in ime of genuine need while in service by permatting
withdrawals not available to the same cxtent from the Public Provident Fund
mantained by post offices and nationalised banks. It had also noted that. frequent
withdrawals by emplovees notwithstanding, there had been net acerctions ranging
from Rs 24 crores in 1979-80 to Rs. 150 crores in 1983-84. The obscrvations of
the Founth CPC on this question are vahd even todav. The net accreuions to the
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Fund have also increased substantially since 1983-84 and ranged between Rs 590
crorcs in 1990-91 and Rs.954 crores in 1993-94 improving thercby government's
ways and means position. Besides. the Fund serves a useful purpose and ensurcs
availability of a substantial amount to thc emplovees on superannuation, which
might otherwise be fnittered awav. Should participation in the scheme be made
optional. the Statc Governments would also be compelicd to follow suit though
they can 1t afford to do so, given the severe constraints of resources. Having
regard to all the relevant factors, we are of the considered view that it would
be desirable to maintain the status quo.

1154 The ratc of minimum subscription to the Fund having remained
constant during the last two decades, a revicw would perhaps be justificd
However, the monthly subscription even at the present rate of 6 per cent of
cmoluments (which include pay, Icave salary and any other remuncration in the
naturc -of pay but exclude dearness allowance) would incrcase sigmificantly
following the introduction of the revised scales of pay recommended by us and the
merger of the deamess allowance therein.  Our other recommendations on the
cstablishment of Pension and Housing Funds would also rcquirc monthlv
contributions from the employees involving a recurring additional commitment. In
the circumstances, we would not recommend any change in the minimum
subscription.

1155 We, however, recognize that therc may be occasions when
cmployees may desire to subscribe larger amounts to the Fund in order cither to
reduce their tax liability or to increase their savings. Though they do have an
option to contribute more than the minimum to the Fund and to vary the rate of
subscription, the present restriction on the maximum monthly subscription ofien
proves to be an inhibiting factor. There may consequently be some justification to
give greater freedom to the employees to contribute larger sums to their provident
fund provided the hability on this account is met entirely from their salarics. We,
therefore, recommend that for the purpose of determining the maximum
monthly subscription, dearness allowance may also be included in the
definition of emoluments and the maximum subscription be restricted to the
pay, leave salary and any other remuneration which is in the nature of pay
plus dearness allowance.

115.6 Employees' subscription to the Fund eams interest at rates
declared by government annually. The present rate, in force since 1986-87, is 12
per cent per annum. Large sections of employees have demanded upward revision
of the rate of interest on subscriptions so as to place it at par with the interest paid
on their long-term deposit schemes by the Unit Trust of India, mutual funds, and
soon. Some have suggested that this should be between 15 and 20 per cent. We
have been informed by the Finance Ministry that the prevailing rates of interest on
savings bank accounts, bank deposits, etc. are kept in view in determining the rates
of interest. According to them, the present rate is quite reasonable having rcgard
to the other benefits, such as rebate in income tax on subscriptions, exemption of
interest from tax, admissibility of interest-frec advances from the Fund, protection
against court attachments, frce insurance cover, ctc. that arc available to
subscribers. In our view, it may not be appropnate to draw comparisons with the
returns on investments in Units, mutual funds, etc. Considering, however, the fact
that the rate of interest has remained static since 1986-87 and that banks and
financial institutions have now been given flexibility in determining the rates of
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mterest which are not necessarily umform, there would appear to be a casc for
increasing this to at least 13 per cent. We recommend accordingly

1157 It has been urged that the conditions governing advances and
withdrawals from the Fund as wecll as recovery of advances should be further
hberahsed. We find that there s a general tendeney particularhy among emplovees
m Groups ' and D' to {requently apply for advances from their provident fund
accounts. Often, these arc treated as savings bank accounts, defeating the very
purposc of what 1s esscntially a social sccunty measurc. Besides, Government
themselves have periodically hberalised the relevant provisions and cven as
recently as December. 1995 the rules have been amended to cnable withdrawals for
the purchasc of consumer durables. The mimmum period of scrvice that onc 1s
required to complete so as to be cligible to make non-refundable withdrawals from
the Fund has also been reduced from 20 to 15 vears. The existing provisions
relating to recovery of advances are also considered to be adcquate. Any further
liberalisation may not be necessary in the circumstances. In fact, in order to
reduce the administrative and accounting work involved in processing a large
number of frequent requests for refundable advances, we would recommend
that advances from the Fund should not be permitted on more than two
occasions in a financial year.

1158 We. however, find that the rules presently permit non-refundable
withdrawals to meet expenses on the higher education of subscribers' children in
specified technical and professional courses only on a single occasion, though the
courscs last for more than onc academic year, involving substantial expenditure on
annual fces.  Considering the high cost of professional education, we
recommend that this restriction be removed and non-refundable withdrawals
on this account permitted annually so long as the concerned child continues
to pursue the technical or professional course.

1159 With a view to motivating cmplovecs to maintain the
accumulations in their provident fund accounts intact till superannuation, a scheme
for payvment. as an incentive, of an additional interest of one per cent to thosc
cmplovees who did not withdraw any sums from their accounts during the
preceding three vears was introduced in Apnl, 1975, This was, however,
discontinued from the financial year 1986-87 following the upward revision of the
ratc of interest from 10.5 to 12 per cent per annum. We have been informed by the
Department of Pension and Pensioners' Welfare that a proposal for reintroduction
of the scheme was considered recently, but was not agreed to becausc of differing
vicws cxpressed on the subject in inter-ministerial discussions. We do not find any
preponderant reasons which would mulitate against revival of the incentive scheme.
On the contrary, this could conceivably curb the tendency of employces to make
trequent withdrawals from the Fund, besides improving government's ways and
means position. In view of the definite advantages which would accrue to the
government as well as the employees, we are inclined to accept the demand
for revival of the incentive scheme.

1S 10 Government have also inmtroduced an insurance scheme for
cmplovees linked 1o the deposits in their provident fund accounts. Under the
scheme. on the death of a subscriber who has rendered not less than five vears'
service. the person entitled to receive the accumulations in the provident fund
account of the deccased 1s chigible to receive an additional amount cqual to the
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avcrage balance in the account during the three-year period immediately preceding
the subscriber's death. subject to an overall cetling of Rs.30.000. This is, however,
subject to the condition that the balance at the credit of the subscriber shall not
have fallen during this period below the amounts prescribed in this regard. which
range {from Rs.3,000 to Rs.12,000 depending upon the cmplovec's scale of pav

-during the greater part of the three-year period. It has been suggested that, instcad

of restricting the additional amount payable to thc nominee(s) of a deccased
subscriber under the Deposit-linked Insurance Scheme to the average balance in the
account during the preceding three years, a sum of Rs.50,000 or Rs. 1 lakh should
be paid uniformly to all subscribers irrespective of their status or scale of pav.

115.11 The maximum amount payaolc under the scheme was raised from
Rs.10,000 to Rs.30,000 only with cffect from January, 1989. It is also logical. in
our view, to maintain a nexus between the sum assured under the scheme and the
balance 1n the accounts of subscnbers and uniformity in regard to the amount to be
paid would not be justified. Having, however, due regard to the social security
implications of this measure and to the revised pay structurc reccommended by us,
the maximum amount payable under the scheme may be enhanced from
Rs.30,000 to Rs.1,00,000, subject the condition that the balance at the credit of the
subscriber shall not have falien during the preceding three vears bclow the
following revised limits:-

(a) Rs.40,000 for a subscriber who had held a post in a scale of pay the
maximum of which was Rs.12,000 or more during the greater part of
the three-year period;

(b) Rs.25,000 inﬂthe case of a subscriber who had held a post in a scale of ’
pay the maximum of which was Rs.9,000 or more but less than
Rs.12,000 for the greater part of the three-year period;

(c) Rs.15,000 in the case of a subscriber who had held a post in a scale of
pay the maximum of which was Rs.3,500 or more but less than
Rs.9,000 for the greater part of the three-year period;

(d) Rs.10,000 in the case of a subscriber who had held a post in a scale of
pay the maximum of which was less than Rs.3,500 for the greater
part of the three-year period.

115.12 Yet another demand submitted to us is that employees should be

" permitted to retain their accumulations in the Fund with government for a period

of two years even after their superannuation and paid normal interest on the
amounts so retained. We are in agreement with the views expressed by the nodal
ministry that acceptance of this demand would result in the final settlement of
cmployees' provident fund dues remaining pending for a long period after
retirement, leading 1o administrative problems. We are also of the view that no
spccial advantage ‘is likely 1o accrue to the employces in the context of the
pronounced policy of government to scttle expeditiously the terminal dues of
supcrannuating cmployees as well as of the availability of other attractive
investment options outside government. We do not, therefore, recommend any
change in the existing provision in the rules which permits retention of
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accumulations in the Fund for a period of up to six months, which we consider
to be adequate.

11513 The Third CPC had rccommended the -issuc of Passbooks
indicating the up-to-datc status of the provident fund accounts of employccs. Its
implementation not having bcen satisfactory, thc rccommendation was also
reiterated by the Fourth CPC, which was of the view that this measure would
providc greater satisfaction to the subscribers. We. however, regret to observe that
the issuc of pass-books 10 subscribers has been confined only to personnel in
Groups "A' and D' and that too only in some of the ministrics and departments
cven after the lapsc of more than two decades. We would, therefore, impress
upon Government to ensure that the process of issue of pass-books to all
Central Government employees is completed within a period of six months.
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Central Govermment Employees
Groupp Tusarance Scheme

Introduction

Enhancement of
subscription and
Insurance Cover

116.1 Based on the recommendations of the Third CPC, a compulsory
group insurance scheme for Central Govemnment employees was introduced in July,
1977 This was replaced by a new scheme w.ef January 1, 1982 with the
objective of providing, at a low cost and on wholly contributory and self-financing
basis, the twin benefits_of insurance cover to the families in the event of the
employees' death while in service and a lump sum payment on cessation of
employment. The rates of subscription to thc scheme vary, depending on the
Group to which the employee belongs and have been revised periodically along
with the benefits available undcr the scheme. The present rates arc Rs. 15, Rs 30,
Rs.60 and Rs.120 per month for emplovees in Groups ‘D', "C', 'B' and "A’
respectively, and the corresponding insurance cover is Rs. 15,000, Rs.30,000,
Rs.60,000 and Rs.1.20 lakhs respectively. Subscriptions from employces arc
apportioned between two Funds - the Insurance Fund and the Savings Fund -in the
ratio of 30:70 based on an average mortality rate of 3.60 per thousand.

116.2 A number of suggcstions have been reccived by us that the rates
of subscription and the insurance cover should be enhanced by varying amounts.
Some have also urged that the insurance cover should be Rs.5 lakhs uniformly for
all categories of employees, while a few others are of the view that the minimum
cover for Group ‘D' employees should be Rs.40,000. Other suggestions are that
the rates of subscription should be based on the pay of employees and not on
classification of posts as in the case of house rent allowance, travelling allowance,
leave travel concession, etc., and that employees should have an option to subscribe
to the scheme at rates higher than that prescribed, so as to be eligible for greater
benefits.

116.3 We have been informed by the Department of Expenditure that the
rates of subscription and insurance cover are based on average mortality rates,
which range from 5 per thousand in the case of Group D' employees to 2 to 2.5 per
thousand in respect of those in Group "A' and 'B', and that an element of cross-

- 1691 :



Revised rates of
subscription and

Imsurance cover

Opnon 1o
suhscribe at

higher rates

Apportionment
“berween Savings
and Insurance
Funds

substdisation 15, therefore, one of the inherent features of the scheme. It has also
been pomted out that if the subscriptions arc based on the pay of the emplovees
repardless of the posts held by them, the scheme would not be viable financially.
Besides. acceptance of the suggestion to Iink the subscriptions with pay would be
contrany to the basic concept and principles of a group insurance scheme. The
paving capacity of different categorics of employees will also have to be duly taken
mto account in determining the rates of subscription. In the circumstances, we
are of the view that the existing arrangements, which are logical and rational,
may continue.

1164 The rates of subscription and insurance cover werce last revised in
January 1990 based on the rccommendations of the Fourth CPC. Erosion, since
then. in the real value of the rupee has been considerable. Improvements in the
compensation package recommended by us would also enablc cmployees to
increase their subscription and recetve higher benefits. There ts, therefore, a case
for a revision.  In view, however, of the closc relationship between the rates of
subscription and the insurance cover, we do not find any merit in the suggestion
that the cover should be uniform for all categorics of ecmployces. Having regard
to all the relevant factors, we recommend that employees classified as
Auxiliary Staff, Supporting Staff, Supervisory Staff and Executives may be
required to subscribe Rs.30, Rs.60, Rs.120 and Rs.240 per month
respectively. As a result, the insurance cover may also be correspondingly
enhanced to Rs.30,000, Rs.60,000, Rs.1.20 lakhs and Rs.2.40 lakhs.

1165 The basic concept of a group insurance scheme is that employecs
contribute a fixed amount and recetve a fixed sum as benefit. If employees are
given an option 1o subscribe varving amounts of their choice, individual accounts
would nced to be maintained, involving additional expenditure on administration
of the scheme. which would result in a reduction in the benefits. Practical and
admimistrative difficultics are also likely to anise n the process. We are,

therefore, not in favour of providing an option to the employees to subscribe
at higher rates.

116.6 A large number of individual employees and associations
representing them have urged that the accretions under the scheme in the form of
subscnptions should be apportioned between the Savings and Insurance Funds in
the revised ratio of 90:10. We have been informed by the Department of
Expenditure that the present ratio of apportionment (70:30) between the two Funds
was adopted with effect from January 1,1988 following a decline in the mortality
ratc from 3.73 to 3.60 per thousand during 1982-84 and that this is being revicwed
in consultation with the Insurance Division of the Ministry of Finance so as to
rclatc it to more recent data on mortality rates.

1167 Unfortunately, rehable and up-to-date data on mortality rates
dunng the period subscquent to 1982-84 arc not readily available. Various studies
nevertheless reveal that hfe expectancy in the country, both at birth and at higher
ages, has been generally on the increase. For instance, according to the statistics
compiled by the Registrar General of India, whercas persons in the age group of
50-53 years were expected to live for a further average period of 20.4 years during
the period 1970-75, this had increased to 22.7 ycars during the period 1986-90

Similar trends arc also disccrmble 1n respect of persons in other age groups.
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Improved medical and health facihties and the positive effects of health care have
also led to a pereeptible decline i mortality in most age groups. For nstance. the
mortality of persons in the age group of 45-49 vears had declined from 9.5 per
thousand m 1971 to 7.5 per thousand in 1992, Incidence of sickness per unit of
population has also been more pronounced only in persons above the age of 60
vears. Further, bascd on data relating to the peniod 1976-80, the World Bank had
cstimated an increasce of two vears per decade in hfc expectancy at birth. It had
also cstimated the life expectancy for men and women as 72 vears and 74 vears
respectively. Based on the avanlable statistics of hife expectancy and mortality and
improvements 1n health delivery systems, it would not be unrcasonable for us to
assume that lifc expectancy would risc further duning the cightics and carly
ninctics, with a corrcsponding dechine in mortality ratcs.

116.8 ln our opinion, there 1s a casc for a detailed review of the current
mortality rates with a view to revising the apportionment between the Savings and
Insurance Funds. We rcalisc that this would nccessarily take some time. In order
to ensure the flow of increased benefits to the serving employees during the
interim period - which should not be denied to them merely because of the
non-availability of data on wmortality rates - we would recommend that the
ratio of apportionment between the Savings and Insurance Funds may be
provisionally revised to 75:25. We would also like to emphasize that
Government should devise an appropriate machinery for a periodical review
of the mortality rates and adjustment of the apportionment ratio.

116.9 There 1s a scparatc group nsurance scheme for Armed Forecs
personncl which is administered and managed by a registered society formed for
the purposc and offers comparativcly better benefits. For a monthly subscription
of Rs.275 and Rs.100 respectively by Officers and Personncl Below Officer Rank,
the insurance cover available, in addition to the maturity bencfit at the time of
discharge or retirement 1s Rs.3.85 lakhs and Rs.1.63 lakhs respectively. Besides,
a disability benefit s also paid, based on the extent of disability, in cascs of relcase
on medical grounds. On payment of the prescribed lump sum amount (Rs.6.900
by Officers and Rs.3,500 by Personncl Below Officer Rank) and a monthiv
premium (Rs.6.05 for Officers and Rs.3.58 for Personncl Below Officer Rank), the
scheme also enables chgible personncel-to become members of an cextended
insurance scheme which provides hife insurance cover for a period of up to 20 vears
after retirement or 70 vears of age, whichever is carlier. The scheme being
considerably morc attracuve, it has been urged that the present Central Government
Emplovees' Group Insurance Scheme should be replaced by a scheme similar to
that applicable to Armed Forces personnel.  Extension under the scheme of the
disability benefit to those civilian emplovees who are boarded out of service with
a disability of 20 per cent or more duc to rcasons which mav or may not be
attributable to their service has also been demanded.

116.10 On a detailed examination of these demands, we find that the
benefits under the Army Group Insurance Scheme are better becausc of the higher
yiclds and returns obtained by investment of the accretions to the Fund outside
govermnment account, which are passed on to the beneficianics. On the other hand,
accretions 1o the civilian schemce are retained in the Public Account and utilized
towards improving the ways and mcans position of Government. The Department
of Expenditure 1s, however, averse to the idea of entrusting the administration of
the scheme to an outside agency on the ground that (a) the expenditure incurred on
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administration of the scheme would reduce overall benefits, (b) some contribution
will have to be made by the government if the benefits accruing from the scheme
arc to be maintained at current levels without any increase in the rates of
subscription and the scheme will conscquently ccasc to be a sclf-financing onc;
and (c) accretions under the scheme arc presently utihzed for housc building
advances and extenston of loans to the Housing and Urban Development
Corporation for construction of low-cost dwelling units for Central Government
cmployccs and their transfer to an external agency would affect adverscly the
resources avatlable for the purpose, which would instead be utilized by the extemnal
agency for mvestment for profit.

116.11 The Department's apprehension that the expenditure incurred on
administration of the scheme by an external agency would reduce the overall
benefits would not appear to be well-founded because the registered society
responsible for administering the Army Group Insurance Fund is able to do so and
distribute substantially higher death and survival benefits cven after meeting all
costs on its own without any financial support from government or any other
organisation. As regards the likely adverse impact on the availability of resources
for housing, in the chapter on "Housing Facilities", we have suggested certain
mcasures for substantially augmenting the resources for housing loans. Other

innovative methods of financing could also be considered in the liberalised
economic cnvironment.

116.12 The problems are, therefore, not entirely insurmountable.
Considering the fact that the insurance scheme is financed entirely by employees'’
contributions, we are of the firm view that it should be operated outside the
Public Account and its administration and management entrusted to a trust
or similar autonomous body, which could ensure better returns to the
employees by judicious investment of the accretions. We recommend
accordingly. Such a course of action would also be appropriate in the present
climate of cconomic liberalisation and in conformity with our objective of
redefining government's rele in certain specified spheres. In any event, even if
such a course of action is not considered feasible for valid and inescapable
reasons, which should be clearly spelt out, Government should ensure that the
beneficiaries of the scheme are extended the same benefits, including the

disability benefit, as are admissible to those covered under the Army Group
Insurance Scheme.
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INTRODUCTION

117.1 : Different sets of rules govern the leave entitlement of different
sections of government employees. Central Civil Services (Leave) Rules, 1972,
govern all matters of leave of Central Government employees other than those
employed in industrial establishments. Members of the All India Services are
covered by the All India Services (Leave) Rules, 1955. Provisions relating to leave
are similar for personnel of All India Services as well as non-industrial Central
Government employees and our recommendations in this chapter shall be equally
applicable to both these categorics. We have separately dealt with leave
entitlements of the industrial employees of the Central Government.

EARNED LEAVE

117.2 Government employees are entitled to 30 days of earned leave
every vear. A demand has been made to increase the quantum of earned leave
admissible annually. After taking into account weekends and other closed holidays,
only 242 working days are at present effectively available in a year. For working
242 days in a year, a Government servant is entitled to 30 days of Eamed Leave,
20 days of Half Pay Leave and 12 days Casual Leave, which represent more than
25% of the total working days. We also note that leave entitlements 1n the central
government already compare quite favourably with those in some of the most
developed countries in the world. In view of the above, we do not favour any
further increase in the quantum of earned leave.

1173 The limit of accumulation of earned leave was increased from 180
days to 240 days, as per the recommendation of the Fourth CPC. The same limit
applies for encashment of earned leave at the time of retirement. No encashment
of earned leave while in service is allowed at present.
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174 JCM has consistently been demanding further incrcase n the himut
of accumulation of carned lcave as well as allowmng in-scrvice encashment of
carned lcave. Most of the state governments have alrcady allowed the facihty of
in-scrvice cncashment of carned Icave to their serving cmplovees. Even in the
Central Government, the Board of arbitration m its Award dated 31-3-89 in CA
reference No.3 of 1986 allowed encashment of carned leave while n service.
However. the government did not accept this award becausce of its adverse impact
on the national cconomy.

117.5 The demand for in-scrvice encashment of carned Icave had been
considered by carlicr Pay Commissions also. The Second CPC rejected it on the
ground that the entitlement to lcave was not cven remotcly intended to serve as a
mcans of supplementing an cmplovec's carnings. The Third CPC considered the
demand in dctail after taking into account factors such as the extension of this
benefit by various State Governments, the impact of such encashment combined
with lcave on cfficiency , ctc.. The Commission did not. however, recommend. like
its predecessor, acceptance of the demand becausc it was not convineed of the

rationalc therefor. There was no mention of this demand in the report of the Fourth
CprC.

117.6 The financial implications of allowing in-scrvice encashment of
carncd leave would be rather high and the government may not be able to afford
a recurnng. annual expenditure of such a large magnitude. It may not, therefore, be
desirable to agree to the demand for annual encashment of carned leave. There
mav, howcver, bc somc justification for cnhancement of the ceiling on
accumulation of carned lcave during onc's career. There have also been persistent
demands that employees should be paid a cash allowance to meet incidental
expenscs during travel on Leave Travel Concession.  Constdering all these
demands together. we arc of the view that encashment of leave during onc's carcer
should be linked to Leave Travel Concession, so that additional funds arc available
to the cmplovecs. Accordingly, we propose that:

(1) all employees may be permitted to encash 10 days earned
leave at the time of availing of Leave Travel Concession,
subject to the conditions that (a) the total leave so encashed
during the entire service career does not exceed 60 days in
the aggregate; (b) earned leave of at least an equivalent
duration is also availed of simultaneously by the employee;
(c) a balance of at least 30 days of earned leave is still
available to the credit of the employee after taking into
account the pertods of encashment as well as leave; and (d)
the period of leave encashed shall be deducted from the
quantum of léave that can be normally encashed by him at
the time of superannuation.

(it) simultaneously, the ceiling on the total earned leave that can
be accumulated during one's career may be enhanced from
the present 240 days to 300 days.

1177 Presently, Central Government emp’ _ _es travelling outside their
arca of posting on carned Icave are not allowed any travelling time, except in the

case of employees scrving in a few specificd remotc arcas of Lakshadweep, A&N
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Islands. Sikkim and North Eastern region. Central Government cmployces have
demarided grant of travel ume as admissible to pon-commissioned personncl of
defence forces. We note that this facility has been extended strictly to specified
categorics of defence personncl having regard to their conditions of service, which
requirc a majority to scrve in non-family ficld arcas, whilc their famihes live
scparatch. On the other hand, a majonity of the civilian emplovees, barning a few
posted in remote arcas of the country, arc not subject to such disabilitics. The
demand, therefore, lacks adequate justification and can not be accepted as far
as the generality of the Central Government employees are concerned.

117.8 As far as government scrvants scrving in specificd remote arcas
of A&N Islands, Lakshadweep and Arunachal Pradesh are concerned, they arc
allowed trave) tiume while spending their Icave outside these UTs/State. In the casc
of government scrvants procceding on lcave from places of posting in North
Eastern region, the period of travel in excess of two days from the station of
posting to outside that region 1s trcated as travel time. The same concession is
admissible at the time of return from leave as well. There are, however, certain
other remote arcas to which this concession has not been extended, though civilian
cmplovees posted in thesc arcas are subjected to similar hardships while proceeding
on leave and spend considerable time on travel, resulting in a curtailment of the
penod actually spent on leave. Accordingly, we recommend to the government
to initiate necessary steps for ensuring extension of this concession to all
employees serving in such areas as are not easy of access, based on certain
clearly-defined criteria.

117.9 Presently, the maximum amount of camed leave which can be
availed of by government servants at onc time 1s 180 davs. We fecl that such a
long spell of earned leave is not necded ordinanly and 1s frequently misused for
defving authority in case of transfer. We, therefore, propose to reduce the
maximum number of days of earned leave that can be availed of at one time
to 60 days.

117.10 As per the cxisting provisions, at the request of a government
scrvant, the authority which granted his leave may convert it retrospectively into
leave of a different kind which was duc and admissible to him at the time the lcave
was granted, but the government servant cannot claim such conversion as a matter
of night. The conversion of one kind of Icave into another is subject to adjustment
of the leave salary alrcady paid on the basis of lcave finally granted to the
government servant. However, this conversion of leave cannot be done after the
emplovee ccases to be in scrvice. It has generally been obscrved that the provision
in the rules permitting conversion retrospectivcly 1s open to a lot of abuse in actual
application, espccially at the time of retirement. It would, therefore, be desirable
to prescribe an appropriate ime himit within which one kind of leave can be
converted into another, instcad of leaving it open -ended as at present. We
recommend that any conversion may be permitted only if it is applied for
within a period of 30 days from the expiry of the spell of leave actually
availed of by an employee. No discretion should be allowed to the leave
sanctioning authorities in this regard.

117.11 Central Government employees scrving in vacation departments

arc entitled to ten days' camned lcave annually. Personnel working in these
departments have demanded parity with other Central Government employees in
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lcave matters. We are unable to concede this demand as these employees
already enjoy the advantages of vacation departments. However, the scheme
of in-service encashment of earned leave along with LTC as recommended for
other Central Government employees should be extended to them.

HALF PAY LEAVE

117.12 Central Government cmployces arc cntitled to half pay lcave of
10 days in respect of cach completed half-ycar of service. There is no upper
cciling on accumulation of HPL. The commuted leave and Icave not duc granted to
a government scrvant arc debited against the half-pay leave. Female government
scrvants can also avail themsclves of this Icave in continuation of maternity leave
in order to look after their child for an adequate period. Many associations have
demanded merger of this lecave with ecamed leave. Howcver, we arc of the view that
half-pay lcavc serves a definite purposc and its abolition or merger with carned
Icave would create hardships in genuine cases of medical disorders, to mothers of
ncw born babies, ctc. Hence we propose no change in the present structure of
half-pay leave.

117.13 At present encashment of HPL is allowed to government servants
on superannuation, subject to the condition that the amount of pension and pension
cquivalent of gratuity is deducted from the amount payvable as cash equivalent. We
observe that no real financial benefit occurs to the retiring government servant on
account of this encashment because of the deductions effected therefrom.
Accordingly, we propose to abolish the present encashment formula of half
pay leave and, instead, permit Central Government employees to encash their
accumulated half-pay leave at the time of their retirement to the extent of the
shortfall, if any, in the maximum earned leave that can be encashed by them.
This will ensure that an employec is compensated to a certain extent in respect of
the half-pay lcave camned and accumulated by him.

117.14 Presently, commuted leave not exceeding half the amount of half-
pay leave duc can be granted to a government employee on production of a medical
certificate. Mcdical certificate 1s not necessary for commuted leave in continuity
of maternity leave and female government servants are also allowed this leave up
to a period of 60 days without medical certificate in cases of adoption of a child.
It has been observed that medical leave is often used by many employees to absent
themselves without due cause to escape a strict officer, thereby subverting the
prescnbed procedure of getting their lcave sanctioned. This undesirable tendency
can be curbed only by making the procedures for availing of commuted leave more
stringent. Accordingly, we propose that medical leave for all categories of
government employees should be sanctioned only on the production of
medical/fitness certificate from either a doctor in a CGHS dispensary or an

Authorised Medical Attendant in places where CGHS dispensaries are not
available.

MATERNITY LEAVE

117.15 Presently maternity leave of 90 days twice in the enrire career is
available to women employees having less than 2 children. A demand has been
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widcly madc to increasc the period of maternity Icave to six months on the pattern
of somc Statc Governments like Kerala and Hurvana. At present, apart from the
Central Government, maternity Icave of 90 days 1s available to women cmployees
working in PSUs, cducational nstitutions and hospitals and Icave of 80 days is
allowed to thosc in the privatc scctor. It may also be pertinent to note that in a
study rccently sponsored by the National Commission for Women on "Working
Women and Their Family Perspectives”, grant of six months' maternity Icave twice
in a carccr to working women has been recommended on the ground that this would
facilitatc working mothers to breast-feed their children for the first six months that
arc considered crucial for a child's growth. Certain other scicntific studies have also
shown that breast-fecding the child is preferable to artificial "baby food". While
these findings can not be denied and the long-term aim should be to increasc the
maternity leave to 180 days twice in the entire carcer of women ecmployees having
less than 2 children, it may be difficult to implement this at once. Already there is
a clear gender bias against female employees in the government hierarchy which
is dominated by male officers. ‘This bias is likely to be accentuated further if the
quantum of maternity leave is doubled at onc go. Accordingly, we recommend
that the quantum of maternity leave may be enhanced from the present to a
total of 135 days, to be availed of twice in the entire career by those having
less than 2 children.

117.16 We have also received demands secking patemity leave of 15 days
for male employees. No such leave exists at present. However, in the past,
paternity leave was not necessary because the joint family norm was being foliowed
in most of the families where the presence of the husband at the time of child-birth
was not critical. With the onset of urbanisation, the nuclear family norm has
become dominant and couples have to depend on each other much more for their
needs. Today the presence of a husband near his wife at the time of child-birth has
become crucial. While the male government employee can theoretically avail of
camed leave to be with his wife at the time of child-birth, such leave may, at times,
be refused on grounds of exigency of work. We, therefore, recommend that
paternity leave of 15 days may be given to the male employees during the
confinement of their wives provided the government servant has less than 2
children. This paternity leave being linked to confinement should normally
not be refused under any circumstances.

117.17 Under the rules, maternity leave not exceeding 45 days may be
granted to-a female govemment servant in case of miscarriage, including abortion,
on production of a medical certificate from a registered medical practitioner or
authonsed medical attendant, as the case may be. Although there is no restriction
on the number of occasions on which such leave may be granted, we have received
demands for removing the overall ceiling prescribed. We note that this facility 1s
open to misuse. Also, as per the provisions of the MTP Act, abortion 1s not a
method of contraception but a health measure. Therefore, there is a need to place
a restriction on the total availability of leave for this purpose. This is also in the
interest of the health of the female government servant as she would go in for
preventive measures rather than resorting to abortion. In the light of all these
considerations, we feel that the amount of such leave which a female
government servant can take in her entire career should be restricted to an
overall ceiling, This may continue to be 45 days as at present.
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11718 We have received numerous demands requesting grant of long
spells of extraordinary lcave for purposcs of accepting cmployment outside the
Government. At present, under rule 15 of the CCS(Conduct) Rulcs, except with
the previous sanction of the Government, no Government servant is allowed to
undertake any other cmployment. We arc of the view that allowing extraordinary
lecave to exccuttves and R&D professionals may prove beneficial because they
would be able to gain better expericnce and knowledge by working in public and
privatc soctor enterpriscs for short durations. Long leave for employment abroad
has alrcady been permitted by the Government of Keraia.  Accordingly, we
propose that executives and R&D professionals should be allowed
extraordinary leave to enable them to accept employment outside the
Government both within the country and abroad. The period of such leave
should, however, be restricted to only two years and granted on the explicit
understanding that the employee concerned would decide during this period
whether he wishes to revert to his Government job or te continue in his
outside employment. In case he exercises the latter option or does not exercise
any option at all, his lien on the Government post would stand terminated
after two years.

117.19 At present, therce is no limit on the quantum of ‘Extraordinary
Leave' which may be availed of by a permancnt or quasi-permancnt Government
servant, but he cannot ordinarily be granted leave of any kind for a continuous
period cxceeding 5 years. It is noteworthy that no ceiling on the total leave that a
Government employec can avail himself of in his entire carcer has been prescribed.
There 1s a tendency on the part of somc officials to proceed on long lecave. While
therc can be some justification for going on long lcave 1n exceptional cascs, a limit
has to be placed on the period of such leave. Accordingly, we propose that no
Government servant should be granted leave of any kind for a continuous
period exceeding 3 years. Ordinarily, the total quantum of extraordinary
leave in the entire service career of a Government employee should not
exceed S years, which may be extended to 7 years in exceptional cases.

117.20 Presently, the maximum amount of study leave which can be
granted to a Government servant is 12 months at any one time and 24 months
dunng the entire service. Study leave can be combined with other kinds of leave but
in no casc can the total period of such a combination of lcave excluding the
cxtraordinary lcave exceed 28 months generally and 36 months for courses leading
to a Ph.D. degree. Provisions relating to study Icave are, by and large, adequatc.
However, in the case of executives and R & D professionals, the study leave
that can be granted at one time may be increased to 24 months, and the
maximum amount of study leave admissible during their entire service may
be increased from 24 months to 36 months.

117.21 Sabbatical 1s presently available to scientists working in academic
institutions. We have considered the desirability of extending sabbatical leave to
R&D professionals in the Central Govemnment and feel that these personnel require
sabbatical for skill upgradation which 1s cssential for their professional growth.
Accordingly, we recommend that a sabbatical should be permitted to all R&D
professionals in Central Government on the lines already available in
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universities. The total period of sabbatical in the entire career should not
exceed two years and the period of sabbatical on any one accasion should not
exceed one year. During the period of sabbatical, the person may draw a
stipend for local expenses but he should not be allowed to take up a job. In
view of the liberal provisions of leave already existing, we are not in favour
of extending the sabbatical to any other category of Government employees.
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HOURS OF WORK

118.1 Hours of work observed by Central Government employees have
been evolved over the years according to functional requirements and the nature of
work. Workshop staff are generally govemed by the provisions of the Factories
Act, in terms of which they can be legitimately required to work up to 48 hours per
week. Consequently, working hours in the industrial establishments of government
and its non-administrative offices are not uniform and generally range from 42 to
48 hours per week, including lunch break. Thesc are, however, uniform in the
admnustrative offices of the Central Government and have progressively increased
from 33 1/2 hours per week in the 'Forties to 40 hours per week at present spread
over five working days.

118.2 In its judgement (September 1992) in OA No. 157/90 filed by the
All India MES Civil Enginecrs Cadre Association, the Jaipur Bench of the Central
Admunistrative Tribunal had held that 40 hours of work in a week could not be
considered to be excessive under any circumstances. While we do not wish to
introduce any changes in the total weekly working hours in the administrative
offices, it may, however, be desirable to review the necessity for the continuance
of the five-day week concept in these offices. We find that the introduction of this
system in government offices in replacement of the six-day weck earlier in force
was based on the premise that this would provide a little more time to the
employees for rest and recreation and enable them to fulfil their domestic and social
obligations. This, in turn, was expected to contribute to their physical and mental
well-being and improve productivity and efficiency. Savings in energy consumption
and decreased pressure on the public transport system were the other benefits that
were envisaged.

1183 Two evaluation studies of the five-day week system undertaken bv

the Department of Administrative Reforms and Public Grievances in February
1987 and November 1988 reveal that the benefits accruing from its introduction
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have not been very significant; in fact, the work output in the sclected ministrics
and departments had suffered a decline in certain arcas of acuvity, though there
was. no doubt, some improvement in certain other arcas. It 1s also gencrally the
public pereeption that work and cefficiency in government offices have suffered on
this account and their responsc to the measure has been largely adverse. Though
the loss of a working day was compensated by a correspondirnig incrcasc in the daily
working hours, this would not appcar to have been really effective because the
stipulated working hours are gencrally not obscrved by a majority of the cmploveces
and punctuality has been a casualty. The five day week also tended to get converted
into a four day week, as the cmployccs tricd to go out on extended weckends,
leaving carly on Friday and rcturning latc on Monday. [f therc were onc or two
holidays 1n the middle of the weck, the entirc week could be written off, as far as
scrious work was concerned.

118 4 We find that only thc administrative offices presently observe a
five-day wecek, while the workshop staff and those in the industrial and non-
administrative establishments of government are, in any case, required to work six
days in a week. The six-day week is also widcly prevalent in the States of Assam,
Himachal Pradesh, Madhya Pradesh, Meghalaya, Orissa, Rajasthan and Sikkim.
Based on the results of a survey on "Work Week, Efficiency and Imprcssions”
conducted in Karnataka on its behalf by the Indian Institutc of Management,
Bangalore, the Statc Government, which had also introduced a five-day week, has
reverted to the six-day weck system. -

118.5 In the circumstances, we find no preponderant reasons for the
continuance of the five-day week in the administrative offices of the Central
Government alone. Our accent being on improving productivity and
efficiency in Government, we recommend that all Central Government offices
should revert to the six-day week with the second Saturday of the month
being a closed holiday as was the position prior to the introduction of the five-
day week. The total working hours in a week may, however, continue to be
forty, excluding the lunch break, as at present.

118.6 We have also reccived many representations urging the introduction
of flexible working hours ("Flexitime") in government offices. This is a concept in
vogue in some of the developed countrics, in terms of which the working hours in
a day are split and distinguished as core hours and flexible hours, the duration of
which varies from establishment to cstablishment. While all employees are required
to be necessarily present in their offices during the designated core hours, they have
the freedom to choose their own hours of work for the remaining duration so long
as they ensure that the requirements of the prescribed working hours in a day are
fully met.

118.7 No doubt, this concept is an attractive one and could conceivably
result 1n increased employee output and efficiency. However, given the prevailing
work culture in our government offices, and the deficiencies generally observed in
enforcing employee accountability--which we have discussed elsewhere in this
report--we apprehend that this is liable to be abused. Administrative problems arc
also iikely to arise in monitoring and ensuring that all employees adhere
scrupulously to the working hour requirements. We are, therefore, of the
considered view that the introduction of flexible working hours in our
government offices, howsoever attractive it may seem, may be too drastic a
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reform to be introduced at this stage. We are, therefore, hesitant to
recommend this measure, though this could be a reform to be considered by
Government in future, may be initially on an experimental basis.

118 8 While the introduction of flexible working hours m government
officcs may be somewhat prematurce at this stage. we are of the view that it would
be essential to introduce staggered or split hours of duty in those offices and
cstablishments which deal with the public so as 1o improve the scrvices provided
by them. For instance. an office responsible for collection of clectiicity charges
could function for two distinct periods in a day, in the moming as well as in the
cvening. by deploying the existing staff in two shifts instcad of onc. Similarly,
dispensarics and hospitals, banks, shopping centres, ctc. could obscrve split
timings. say from 7 to 11 am. and 5 to 8 p.m. This would cnsurc that cmployccs
do not utilise their normal working hours to attend to their personal work, and can
thereby lead to a more efficient functioning of government cstablishments. Such
of those employees as are required to perform split duties could be paid a
split duty allowance.

1189 Any discussion of hours of work would obviously be incomplcte
without considering measurcs to improve punctuality in government offices, which
15 unfortunatch honourcd more in the breach than in obscrvance. It is needless to
emphasize that punctuality in government offices would need to be enforced
scrupulously. While it is expected that the introduction of split timings in
certain establishments recommended by us in the preceding paragraph would
enable employees to observe the prescribed hours of duty, we would also
commend the introduction of the Microprocessor-based Card Attendance
System in all government offices, to be followed, without exception, by all,
including the Cabinet Secretary, as in other countries. In Malaysia, all the
Munisters including the Prime Minister, have also voluntarily accepted this
position.

OVERTIME ALLOWANCE ]

118.10 Presently, non-gazcticd cmployecs in receipt of a monthly basic pay
not exceeding Rs.2.200 arc entitled to overtime allowance for performing dutics
bevond the designated working hours, subject to the monctary ceilings and other
conditions prescribed in this regard. Payment of overtime allowance to the
industrial cmployces in government is regulated in terms of the provisions of the
Factorics Act. 1948, or the Minimum Wages Rules, 1950.

118.11 The Third and Fourth CPCs had held the vicw that the system of
pavment of overtime allowance in government offices was not satisfactory and
conducive to cfficicney in admunistration and had recommended its discontinuance.
This has, however, not been done. Though certain instructions were issucd by the
Minstry of Finance in Apnil 1991 aimed at restricting expenditure on this account,
there has unfortunately been no pereeptible improvement in the situation. We arc
concerned to note that expenditure on overtime allowance has, in fact, been
consistently increasing by 6 10 10 per cent annually. Onc of the main reasons cited
in support of thc nccessity to continuc the practice 1s that there has been a
considerable increasc in workload becausc of economic and other developmental
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activitics without a corresponding increasc in manpower resources. It has also been
argucd that the deployinent of the cxisting staff on overtime is a more cconomical
proposition than the creation of additional posts to catcr to the incrcascd workload.

118.12 . These arguments arc, howcever, not very convincing. The general
perception “is that government departments arc alrcady overstaffed, their
productivity is low and accountability is virtually non-cxistent. Besides, cconomic
liberalisation and the attendant rcforms in government's functioning should
logically result in a rcduction in manpower requircments. The actual
implementation of developmental schemes is also largely the responsibility of State
Governments and the Central Government has only a limited rolc. Many of the
Statc Governments like Assam, Gujarat, Himachal Pradesh, Karnataka, Manipur,
Mizoram and Rajasthan do not pay any overtime allowance to their employces. The
allowance is also confincd only to the cmployecs govemned by the Factorics Act in
Jarhmu and Kashmir, Madhya Pradcsh, Mcghalaya and Tripura. Elscwhere in this
rcport, we have also recommended measurcs for rightsizing the government
machinery.

118.13 In the circumstances, we are of the view that there is no
justification for the continued payment of overtime allowance in the Central

‘Government offices and we recommend its discontinuance. In lieu of cash

compensation in the form of overtime allowance, staff deployed on weekly off
days' may be entitled only to compensatory leave. Staff car drivers,
operational staff and industrial employees may, however, continue to be
governed by the existing rules and instructions on the subject.

118.14 Presently, honorarium is paid to employees as compensation
for overstaying during periods of unusual activity or attributable to
unforeseen circumstances. This should instead be paid only when the
employees are entrusted with duties of a purely occasional nature. Under no
circumstances should any honorarium be paid for performing any functions
that are legitimately part of one's defined duties and responsibilities.

HOLIDAY

118.15 Presently, administrative offices of the Government of [ndia observe
seventeen closed holidays annually, including the threc national holidays on
January 26,,August 15 and October 2. In addition, Central Government ecmployces
arc also entitled to avail themselves of two restricted holidays of their choicc out
of a list notified for the purpose. We have reccived numerous memoranda from
cnlightened intellectuals decrying the frequent closure of government offices. The
widespread view that a surfeit of holidays has had an adverse impact on the
productivity of government departments is gaining ground. It has thercfore been
suggested that the number of holidays be drastically reduced.

118.16 We find that the observance of a five-day week, combined with a
large number of closed and restricted holidays, has resulted in government offices
being functional only for about 242 days in a year. Besides, the leave entitlements
of Central Government en:ployees in the form of casual, eamed and half pay leave,
cxtraordinary leave, study leave, etc. arc also substantial, which further restrict the
cffective working days of individual employces.
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118.17 Holidays other than the three national holidays arc largely based on
rcligious considcrations and scrve mercly to satisfy the seatiments of different
constitucncics. Merc political expediency also dictates the closurc of government
officcs on certain occasions. We have been informed that though government had

~ considered a reduction in the number of holidays, the relevant proposals could not
~ be given cffect to in the absence of a conscnsus on the question of apportionment
of the reduced number of holidays among diffcrent religious communitics and

groups. ‘
118.18 We are of the considered view that efficiency and productivity
would be considerably enhanced by curtailing holidays that are declared on
“Various pretexts. In order to promote a sense of true secularism, religious
festivals should rightly be treated as personal to individual employees and it
should not be necessary to close government offices on such occasions. Apart
from the revival of the six-day week recommended by us, which will result in

- an addition of 52 working days, it should suffice if Central Government

Declaration  of
Holidays on
Demise of Leaders

offices are closed only on the three national holidays (Republic Day,
Independence Day and Mahatma Gandhi's Birthday). Simultaneously,
individual employees could be permitted to avail of a larger number (say,
about 16) of restricted holidays annually to enable the celebration of festivals
and other occasions of specific significance and interest to them, the list of
restricted holidays being suitably enlarged for the purpose. This will ensure
that government offices remain open for business for a larger number of days
than at present and have a salutary effect..on their functioning,
notwithstanding the absence of a few individual employees on certain
occasions. Special steps will have to be taken to ensure the skeleton
functioning of government offices in terms of their key functions, by not
mindlessly sanctioning the applications of all those who put in a request for

availing themselves of a restricted holiday. Certain prior planning for this
may be necessary.

118.19 ~ Religious festivals and sccular considerations apart, there is also an
increasing tendency to declare holidays on the demise of political personages and
lcaders, past and present, the appropriateness of which has been a subject of
intensc debate in the recent past. We realise that this is a sensitive issue, which is
often influenced by extraneous pressures and exigencics. It has nevertheless to be
rccognized that the closure not only of government offices, but of banks,
commercial cstablishments, educational institutions, etc. on such occasions severely
hinders productive activities, disrupts trade and commerce, and causes untold
suffering to thosc whose very existence depends on their daily eamings.

118.20 In other countrics of the world, homage 1o deceased dignitaries is
paid not by closure of establishments and suspension of work but merely by flying
the national flags at half mast, observing silence in memory of the departed and
statc mourning for a specified period. Even the instructions of the Ministry of
Home Affairs on the observance of state moumning envisage only the flying of the
national flag at half mast and cessation of all official functions and entertainment
during the mourning period.” Having regard to the adverse implications of
closure of offices due to the demise of leaders and political personages, the
imperative need to develop a more committed work ethos and culture and to
the fact that there are other respectful and dignified methods of paying
homage, we are of the firm view that except in the caseé of death of the
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President or Prime Minister in harness, no holidays should be declared on the
demise of any other leader or dignitary.

11821 Opcrational and Running staff in the Railways in Groups "C' and
D' who arc m recaipt of basic pay not cxceeding Rs 3,200 per month and arc
rcquired, by virtue of the nature of their dutics, to function on national holidavs arc
cntitled to a National Holiday Allowancce, subject to the orders in force from ime
to time. In addition, they arc also cligible for overtime allowance when their hours
of work cxceed the statutory working hours. Similarly, opcrational staff of the
Department of Posts and Railway Mail Scrvice arc entitled to overtime allowance
at twice the normal ratcs as compensation for working on national holidays.
Following the proposcd reduction of the number of closed holidays to only threc,
the continued payment of the National Holiday Allowance or overtime allowance
at twicc thc normal rates would no longer be justificd.  We accordingly
recommend that employees who are required te work on closed holidays may
be paid only overtime allowance at the rates applicable on holidays.
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1191 The Central government. in the role of a model employer, has
constantly cndcavoured 1o provide a number of facilitics for the welfarc of its
cmplovees. Government encourages formation of Staff Clubs which have as their
objcct social functions, sports, dramatics, hbrary and such other activitics.
Govemment gives grants-in-aid to these clubs ‘@ Rs. 10 per head per annum for the
total strength of regular emplovees (including garctted officers) but excluding
thosc catcgorics of staff (like industnial emplovees) who are eligiblc for similar
concessions under some other rules/ statutory provisions. An additional grant-in-
aid upto Rs.3 per head per annum to match the subscriptions collected during the
previous financial year by the existing staff clubs 1s also given. Additionally, an
inittal ad-hoc grant-in-aid of Rs.10.000 can be sanctioned by the concerned
Ministrv/Department.  Railwavs has a "Railwavs Staff Bencfit Fund' for
establishing such facilitics for its emplovees. Most of the government departments
run somc kinds of rest houses and hohiday homes for the benefit of their employeces.
Expenditure on these rest houscs ctc. 1s met out of the total gencral grant received.
The Railways run holiday homes and rest houses for the use of non-gazeticd and

garzetted staff respectivelv.  Nomunal charges arc levied from the staff using the
facility :

1192 Government also encourages participation of its employees 1n
sportsand athletics. The "Central Civil Services Sports and Cultural Board' 1s the
apex ageney for promotion of sports and cultural activities amongst the civil
scrvants in the country. The Board is a registered socicty having 18 regional sports
boards as its affilates. The Central Board provides grants-in-aid to rcgional
boards of amounts varving between Rs 15,000 and Rs. 1,25,000 per annum. The
Board orgamises All India Scrvice Tournaments where civilian employees of the
State Governments as well as the Central Government participate.  The Minustry
of Railwavs maintamns institutes and recreation clubs for inducing its employees to
participate i sports and physical fitncss activities.

119.3 Wec observe that the quantum of grants presently available {or
staff clubs 1s not sufficient. Creation of recreation clubs and other facilities for
cmplovees s a basic duty of the government. If it is performed well, it will go a
long wav in maintaimng a healthy., agile. alert and efficicnt workforce. At present.
only personnel belonging to uniformed services arc able to enjoy adcquatc sports
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facthties and these are not available to other categories of government emiplovees
This lacuna necds 1o be reetificd and factities of gymnasia. sports complexes.
swimming pools cte. have to be made avadable to non-uniformed personnel and
thawr famlics. Towards rcahsing thus objective. government should take steps to
set up facilities of library/swimming pool/gymuasium in different government
colonies. Such facilities on a lower scale should also be made available in the
offices so as to provide adequate recrcational facilities duning the tunch hour/free
ume  We recommend that the government should endeavour to create such
facilities in the best possible manner given the overall fiscal constraints.

194 It has been suggested that government should provide the facibity
of hohdav homes at subsidised rates for its cmployvees.  This suggestion descrves
consideration as a staff welfarc measure.  Accordingly, we recommend that
maximum funds may be provided by the government for this purpose. We are
awarc that the state of government resources may not allow immediate construction
of new holiday homes for usc of Central Government emplovees. 1t s, therefore,
recommended in addition that (a) individual government departments be
encouraged to set up such establishments out of the overall budget already
allocated to them by curbing other non-essential expenditure; (b) holiday
homes and similar facilities of individual departments should be asked to
accommodate Central Government employees of other departments when not
in use by personnel of that department; and (c) the departments may be
encouraged to hire accommodation from private organisations and let it to
their employees at concessional rates.

1193 Presently Govt. emplovees can join the Benevolent Funds of therr
respective departments. The object of these funds 1s to rehieve financial distress

amongst, and to provide financial assistance to the emplovees through grants of

amounts determined by the local management committees of the fund  The
Government's contrnibution to this Fund is Re 1 per sanctioned staff per annum  All
thc members of the Benevolent Fund have to contrnibute a sum which 1s not less
than the per head contribution received from the Government as grant-in-aid. In
view of the present inflationary trends, the rates of grant-in-aid as well as minimum
subscniption are very low. In order to make this fund more meanmgful. the quantum
of subscription and Government's contribution as well as that of loan grant has to
be increased. Accordingly, we recommend that employees contribution to this
fund may be uniformly revised to Rs.100 per annum; government's
contribution to Rs.S per sanctioned staff; amount of interest-free loan in case
of sickness in the family to Rs.5,000 and amount of grant to Rs.5,000 in case
of death of a member, Rs.1,000 in case of death of a family member and
Rs.2,500 for medical treatment of a seriously ill member.

119.6 Govt. instructions provide for restdential telephones for officers
of the level of Deputy Secrctary or their equivalent and above  Residenual
telephones can also be granted to officers working on lower posts provided this is
csscntial for performance of their duties. Al officials, irrespective of their rank,
arc allowed 650 calls bimonthly over and above the frec calls allowed by Telecom
Department/MTNL, provided the same arc for official purposcs. We feel that in
the present age of technological advancement where fast communication, apart
from being essential, is also casily available, the existing policy of the government
for providing residential tclephones nceds to be changed.  Accordingly, we
recommend that all the executives, senior executives and top executives
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should be provided residential phones. The number of calls allowed
excluding the free calls allowed by the telecom department/MTNL may be
revised as indicated below:-

Free calls allowed (Bimonthly)

Post Existing Proposed
Executives 300 calls 400 calls
Sr. Executives 300 calls 800 calls
Top Executives 300 calls No limit

The condition of certifying that the calls were made for
official purposes may also be abolished. Officers of the rank of Secretary/Spl.
Secretary and equivalent as well as senior personnel of magistracy, the police
and others who have operational duties requiring them to be always in
contact may be provided with cellular telephones.

119.7 The fast and demanding modern dav life places a lot of stress on
people and governmient employees are also not ablce to cscape from it. Frequently
the demands of office work and seniors place such a strain on officials which,
unicss rectified immediately by cffective counsclling, can lcad to total
demoralisation and negative behaviour by the affected employees. Most of the
large private scctor offices alrcady have in-housc Counsellors. Tests have shown
that effective counsclhing has a positive effect on the workforce, leading to
incrcased productivity. We feel there is a need for providing counsellors,
especially in large Government offices handling vital and important work,
and recommend that the Government may take necessary steps to create
adequate posts of counsellor in such offices.

119.8 We have received demands requesting for supply of free rations
to civilian ecmplovees of the Central Government as is the casce with the personnel
of armed forces/central police organisations.  However, the rationale behind
provision of {rce rations to armed forces and central police organisations is that a
well-fed foree makes for a better fighting force. This logic is not applicable in the
casc of civihan employecs. There is no justification for this demand and no
free rations may, therefore, be provided by the Central Government for its

civilian employees, other than those for whom we have made separate
recommendations.

1199 It has been suggested that civilian employees.should be allowed
the use of defence cantcens. We arc not in favour of accepting this demand as the
number of Central Government civilian employecs exceeds the number of armed
forces personncl by four times and the capacity of defence canteens to handle such
a large number of uscrs may prove to be madequate. Further, Defence cantcens
were opened for the use of the armed forces personnel who are either 1n ficld arcas
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where no other facility for purchase of daiy usc items exists and who, cven in
pcacc arcas. for rcasons of maintenance of discipline, are not free to leave the
cantonment arca without the cxpress permission of their supertors. Government
has promoted Kendriva Bhandars which are run by Consumer Coopcerative
Socictics for making available items of daily need to its civilian emplovees at
rcasonablc rates. The Socictics obtan discount on bulk purchases and their prices
arc distinctively lower than those prevalent in the market. We recommend that
the existing Kendriya Bhandar network be strengthened and expanded.
Efforts should be made to extend the existing scheme of Mother dairy
milk/vegetable booths and other similar stores run by different cooperatives
to all residential government colonies as prices in these cooperatives also are
very competitive.
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[ INTRODUCTION|
120.1 Women constitute 7.51% (2.83 lakhs) of the total Central

Government employment and 98% of the women emplovees arc concentrated in Group
"C'and ' D' of the official hierarchy. A large concentration of women cmployces exists
in the Ministries of Communication, Raifways and Defence.

120.2 Bccause women continue to bear the major responsibility in our
society for caring for dependent children and elderly relatives and to shoulder other
family dutics, their increasing participation in work outside the home lcads inexorably
to increasing difficultics in balancing work and family responsibihitics. In the dual-
worker familics with dependent children, the concerns can range from sheer logistic
problems associated with providing proper child care to ecmotional challenges tied to
not being there when onc’s children are growing up. Against this backdrop. the need
for provision of special facihities for women ecmployvees becomes apparent.

1203 Some special provisions have been made by the Govt. for 1ts women
cmplovees for factlitating their dual role as mother/wife and a full-ime cmplovee.

These include:

a) Age relaxation for widows and women scparated from their husbands
for appointment 1in Groups C and D posts.

b) Exemption from requirement of educational qualifications 1n respect
of widows of deccased Government servants appointed on
compassionate grounds to post of pcons.

) Guidelines for posting of husband and wife at same station.

d) Maternity lcave bencfits and guidelines for provision of creche
facilitics elc.
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1204 In 1992 the National Commussion for Women was sct up as a national
apex statutory body to review the constitutional and lcgal safcguards for women.
rccommend remedial legislative measures. facilitate redressal of gnevances and advisc
Government on all policy matters affecting women. Among other measurcs taken by
the Commusston, was a study on working women and their famuly perspective. The
study report has madc recommendations with regard to provision of quality dav care
centres for children, provision of ladies special buscs, prionty in allotment of
accommodation, provision of facilitics of ladics' common rooms and toilcts. cxtension
of matcmity lcave, working hours for women. working davs ctc. Their suggestions are
under cxanmination in the concerned Muustries/ Departments.

120.5 While we have scparately suggested enhancement of matermuty Ieave
under the rclevant chapter and haye also suggested introduction of paternity lcave. in
this chapter we have considered the other issucs relating to women emplovees in
Government.

[ ALTERNATIVE WORK SCHEDULES |

120.6 Onc of the major problems of women employecs is in the arca of work
schedules. We examined the alternative work schedules which could be considered to
cnable women to dischargc their official duties and at the same time attend to other
requirements. The options of “flexitime' and *ficxiplace’ were suggested as alternatives
which have been tried out in other countries.  After considering the pros and cons 1n
the Indian context we feel that while “flexitime’ and compressed work hours for
women mav have to come about in a futunstic scenario. at the present moment total
implementation of such a scheme on a wholesale basts in the Government sector may
be difficult. We, therefore, suggest that the concept of flexi-time may be tried out
on an experimental basis in some offices where jobs are measurable-and further
extension may be considered later. We similarly reccmmend that the concept of
flexiplace could be tried out in some selected areas where work even if not done
at work-place is strictly measurable.

120.7 Another possibility considered by us related to part-time employment
of women. We find that the National Commisston for Women 1n reply to our
questionnairc have suggested that condition of service for women cmployees be
improved and working hours for them in Govt. Offices be reduced by allowing them
to avail part-time service facility so that they arc 1n a position to attend to their
household and family affairs. We have gone into the mechanics of such a scheme and
feel that part-time employment on a regular basis as a concept cannot be implemented
cxclusively for women employees as it impinges on constitutional provisions.
However, in order to improve the conditions of service for women emplovees we
recommend introduction of a voluntary system of option for serving women
employees to work half-time for a maximum of six years in a career when the
children are young and family commitments are at the maximum. Ths half-time
working may be accompanied with half of the pay and allowances but may not detract
from any other benefits like housing, LTC, pensionary entitlement etc. We suggest
that Government may work out the scheme in detail.

CHILD CARE FACILITIES

120 8 One of the most pressing problems for employed women is in the arca
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of child care facilities. There arc gencral gutdelines for creation of creche faciliics in
Govt. OfTices and Ministrics/Deptis. are to locate suitable accommodation and provide
minimum spacc. Once space has been located. Ministries/Deptt. may contact Grih
Kalyan Kendra, a Stalf” Welfare Organization under the acgis of DOPT for other
advice on provision of facilitics. However, in actual practice, the implementation has
not been satisfactory and child carc has remained one of the prime concerns for
women. The National Comnussion of Women has also suggested that quality day-care

centre may be made availabic ncar the working place with adcquate cquipment and
staff.

1209 We fecl that while there are some day-carc centres and creches run by
the Govt, the number is far below the requirement. We have considered the various
altcrmatives and suggest that in order to increase participation of women in the work
forcc, Govt. should consider setting up day-care facilities on the lines of Govt.
Schools where land could be provided by the Govt. and buildings constructed by
funding through Govt. Wclfarc Funds. Government servants would not be averse to
the idca of sending children to such day-care centres on payment provided facilitics are
adequate and safcty of children is ensured. Such facilities could also be made available
1o non-Govt. servants on payment at higher rates in order to make the running of such
centres more viable. This should be done at Centres which have a larger concentration
of women employees and especially in the Metros where servants' wages arc
prohibitive and safety of children is not always guarantccd. Wherever possible

creche facilities on the site or in major Govt. residential areas should be
provided.

RESERVATION OF JOBS FOR WOMEN

120.10 We have been informed that representation of women at the
supervisory/decision-making/ managerial levels both in the Government and in PSUs
1s very limited. In 1988, women constituted 5.8% of the total number of officers in the
All India Services and 4.9% of the Gazetted ranks in the regular Government Service.
We have earhier in the Chapter indicated the small percentage of posts occupied by
women in the Central Government. We are also apprised of the low rate of female
litcracy and high rate of school dropouts among women in the country. It has been
suggcsted that reservation of jobs for women is one of the ways in which the problem
can be addressed. Somc of the State Governments have considered this 1ssue and have
decided to provide preference to women in Public Services to a certain extent. In
Andhra Pradesh, posts/areas of work have been identified where women are better
suited than men and wherc both men and women are equally suited. In the matter of
direct recruitment to posts for which women are better suited than men, preference is
given to women and for direct recruitment to posts for which both men and women are
equally suited, other things being equal, preference is given to women and they are
selected to an extent of 30% of the posts in each category (general, OBCs, SCs &
STs). Similar schemes are in operation in Karnataka, Orissa and Tamil Nadu.

120.11 We find that the National Commission for Women has recommended
that provision for 30% sub-reservation for women in public employment should be
made in cach of the categonies reserved for SCs/STs and OBCs ctc. as well as general
category. This recommendation is already under consideration of the Government.

120.12 It is undeniable that better education and greater participation of
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women in the workforce would lead to a more gender-cquitous socicty and result in
somc social reoricntation, as the prevailing social construction rclegates women 1o
marginal cmployment. While provisions for cducation, health ctc. in atsclf arc not
cnough to cnsurc cmpowerment of women 1t s felt that reservation of jobs for women
is not the uftimate solution. A better method to ensure greater participation would
be to identify certain professions which could be better manned by women such
as education, health, nursing care, secretarial duties, computer work etc. Such
professions in our opinion should be exclusively manned by women. Govt. mav
identify these areas of work and recruitment with a preference for women may take
place. For other arcas, we fecl that the normal selection process should apply. We
also feel that women should not be debarred from any profession including the
Armed Forces, CPQOs etc. For better women's participation and bring them into
the mainstream, schemes for education of women may also be strengthened and
strategies worked out for achieving equal opportunity for women.

EARLY RETIREMENT SCHEMES AND AGE OF RECRUITMENT

120.13 Suggestions have been made with regard to carly retirement schemes
for women as also with regard to cnhanced age of recruitment. We have gone into the
1ssue and suggest that age of recruitment for women employees may be enhanced
to 35 years as by that ume in a majority of cases family commitments would be more
manageable since the children would be fairly grown up. We, however do not
recommend a special dispensation for women with regard to voluntary retircment but
our proposed scheme of part time employment would take care of the difficultics
during the crucial years when children are voung,

ACCOMMODATION

120.14 It has been suggested that there is a need to construct morec Working
Women's Hostels for single women as also a need for assistance in providing housing
to single women after retircment by granting preference in purchase of self financing
flats. The National Commussion for Women has also suggested that Working Women
should be given ' Top-Priority’ in allotment of accommodation on rental basis or under
self-financing schemes. ‘

120.15 We have considered the issue of residential accommodation and feel
that housing is an cssential requirement for single women and priority must be given
to this arca. We recommend that Govt. may earmark funds separately for
construction of more single women's hostels. There should also be some scheme
to assure housing for married women employees.

NATURE OF POSTINGS

120.16 1t has been represented that there is need to choose postings for
women carefully keeping in view the dual role to be performed and the difficulties in
balancing work and family responsibilities. Employers need to understand the
conflicting demands of the home and the work-place and to select nature of postings
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120.17 The Ministry of Womcen and Child Welfare has stated that women
nced a stable posting during the period they have small children, particularly if the
husband is not posted at the same station and, as far as possiblc the couple should be
posted in the same station.

120.18 We find that Government Orders exist for posting of husband and
wifc at thc samc station, as far as possible, and, within the constraints of
administrative feasibility where both arc Govemment cmployces. These guidelines
nced to be reiterated and expanded to include the provision that where posts at the
appropriate level exist in the organization at the same station, the husband and
wife may invariably be posted together in order to enable them to lead a normal
family life and look after the welfare of the children especially till the children are
10 years of age. Wherc only the wifc 1s a Government Servant, some guidelines may
be framed to facilitate posting in the station where the husband 1s employed.

LEAVE RESERVE

120.19 It has been suggested that a hugher percentage of leave reserve should
be exclusively sanctioned for women cmployees in view of the requirement of
matcrmty leave and leave availed for pre and post natal care. We suggest that the
issue of higher leave reserve may be considered sympathetically by individual
ministries where there is a higher concentration of women employees based on
requirement of such reserve.

TRANSPORT FACILITIES

120.20 Lack of adequate transport facilitics is one of the major problems of
working women as it is important that commuting time in their case should be
mimmised so that they can attend to children and household chores. Govt. may make
efforts to arrange Chartered "Ladies Special' buses on payment from areas
where there is large concentration of Govt. employees (Govt. residential colonies)
to Offices where there are a large number of women employees. Such an

arrangement should be definitely possible in bigger cities and would also ensure
punctuality. ‘

PUBLIC CONVENIENCES FOR WOMEN |

120.21 It has been suggested that there 1s a need to increase the Public
convenience facilitics for women employees in the Govt. Offices. Such facilities
created in Govt. buildings about 30-40 years ago need to be increased in view of
significant increase in the number of female employees in the Government. We
recommend that the basic requirement of public c~avenience facilities for women
employees may be completely met by setting aside funds for the purpose.
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PROVISIONS WHERE BOTH HUSBAND AND WIFE ARE
GOVERNMENT SERVANTS

12022 There is a proposal that there should be a lcave sharing arrangement

* between husband and wife. who arc both Government scrvants, by the crcation of a

lcave bank of half-pay or sick lcave of both these employeces and of that part of carncd
lcave which 1s hable to be forfeited if not availed of or not encashed, as an added
ncentive to working couples in Central Government.

120.23 We have considered the proposal and recommend that where
husband and wife are both Govt. employees, the creation of an earned leave bank
to be availed by either spouse may be considered only for the period needed for
rearing of very young children (such period not to exceed six years in all),
provided the woman employee has exhausted the earned leave at her credit, and
there is earned leave to the credit of her husband.

120.24 We have also reccived some suggestions with regard to provisions of
HRA, I.TC, HBA, Transfer Travclling Allowance ctc. in cases where both husband
and wifc arc Govenment scrvants. We find that the existing provisions arc adcquate
and do not reccommend any changc. However, we would like to reiterate that house
rent allowance should be granted to both husband and wife when not provided
with Government accommodation.
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1211 Organising canteen facilitics within the officc premises to provide
beverages, snacks and meals prepared in hygicnic conditions to the employces
during the working hours at cconomic prices is an important welfarc activity
undertaken by the government. The scheme for running refreshment cantecns was
started in 1962 following the recommendations of the 2nd Pay Commission. As
on Ist December, 1993, 1,244 canteens and tiffin rooms were registered with the
Director of Canteens in the Department of Personnel and Training.

1212 Therc are two type of canteens in government establishments and
offices i.c. (i) statutory canteens, and (ii) departmental canteens. Statutory canteens
arc provided by departments to industnal establishments governed by the Factories
Act. In statutory canteens the entire expenditure, barring the cost of provisions, is
met by the government. Departmental canteens are available i all offices with an
cstablishment strength of 25 or above. Earlier, apart from certain other
concessions. grants for the initial purchasc of ecquipment, crockery, utensils, etc.
and for their replacement were also made available by Government to thesc
cantecns. These grants were, however, discontinued w.c.f. 1-10-91 consequent
upon the grant of status of government employecs to the canteen staff.

1213 We, however, feel that for proper running of the cantecns, apart
from other concessions, like free electricity and water, LPG and uniforms at
subsidised rates, etc., the revival of the carlier scheme of grants-in-aid would be
Justified. Accordingly we recommend that grant-in-aid for initial purchases
may be paid as indicated below :-
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Grant
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point of duty

Estt. Strength/Type  Equipment Crockery/ Furniture Totl

Utensils
Tiffin Rooms
251049 Rs.2000 Rs. 500 - Rs.2500
B To be merged and renamed only Tiffin Room
501099 - . - -
A
Canteens
100-249 Rs.12000 Rs.3000 Rs.5000 Rs.20000
D
250-499 Rs. 15000 Rs.4000 Rs.6000  Rs.25000
C
500-699 Rs.20000 Rs.5000 Rs.10000 Rs.35000
B
700-1200 Rs.24000 Rs.6000 ‘Rs. 10000 Rs.40000
A
121 4 Grants for replacement of equipment, crockery/utensils and

furniture may be paid triennially for replacement of crockery and utensils
and quinquennially for equipment and furniture. The quantum of these
grants may be kept equal to the amount of initial grants for these purposes.
The scales should also be periodically revised to take care of the increase in the cost
of living index.

1215 One of the main reasons for abscnce of employees from their places
of work is their desire to take tca, coffee or a cold drink once or twice a day. Many
private sectors establishments find it more productive to have such beverages
served free of cost to their employecs at their point of duty, so as to ensure a zero
break in the work schedule. While we may not introduce this in Government
due to the financial implications, it would be highly conducive to efficiency if
all such beverages and snacks could be served to Govt. employees at their
points of duty. We recommend that arrangements to ensure this may be
made.
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1221 Presently uniforms arc being provided to certain identified
categorics of Group C & D cmployces. Generally uniforms arc supplied to
cmployees who come in contact with the public or whose official position must be
distinctly known so that they may casily be identified by members of the public and
by their own officers. Likewise, protective clothing and accessories are provided
to those cmployees who have to face inclement weather and other special hazards.

1222 Over a period of time it has been obscrved that most of the
catcgorics of central government employces which are supplied with free uniforms
do not wear them whilc on duty. In fact the Fourth CPC in their report had
recommended strong steps to ensure that the employces worc uniforms during duty
hours. However, there has been no perceptible improvement in this regard. One of
the causes of reluctance amongst cmployecs is that these have been prescnbed only
for a few lower calegorics of Government cmployces who conscquently arc
rcluctant to be secn wearing uniforms in public while commuting to work. Even
otherwisc, Government resources being limited, large amounts for purchase of
uniforms cannot be sanctioned, due to which the quality of thé matenial for the
uniforms is not the best. In her submission to the Commission, the then Mimster
of Statc of DAR& PG had stressed the need to reduce the tendency of providing
uniforms to various categorics of staff in government offices. We are inclined to
agrec with this view, cspecially as there already is a distinct reluctance amongst
government cmployees to wear uniforms. Whle use of uniforms cannot be avoided
in departments where wearing them is mandatory under the scrvice conditions, in
other offices uniforms for the specified categories can be dispensed with. Even in
Railways uniforms to group ‘D' ministerial staff can be abolished.

1223 Accordingly we recommend that apart from Security Staff,
Police personnel, Nurses and Railway employees other than group 'D’
ministerial categories, uniforms for all other categories of central government
employees may be abolished and badges should instead be prescribed for
them for easy identification. Additionally instructions asking these categories
of employees to wear a broadly similar type of attire may be issued by the
individual departments for which an attire allowance @ Rs.100 per month
may also be sanctioned. While protective clothing and accessories presently
being provided to government employees who have to work in inclement
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weather and/or face other special hazards may be continued, the same should
not include normal apparel.

122.4 Presently, in casc of specificd categonies for whom uniforms have
been prescribed and who are not in recetpt of umiform allowance, the government
provides nccessary cloth for uniforms which can then be got stitched individually
by the employcees concemed at prescribed rates. In view of our recommendation in
the preceding paragraph, only a few categories of employces need to be provided
with uniforms. We recommend that present palicy of the government should
continue in respect of such staff. The rates for stitching which were revised
in 1995 may countinue till such time the government reviews them.

1225 We have received numcrous demands from different service
associations secking cnhancement in the ratc of unmiform allowance. At present
uniform allowance is admissible to IPS Officers, officers of paramilitary forces/
central police organisations, officcrs of railway protection force, national cadet
corps, border roads organisation & nursing staff. We are of the opinion that given
the diversc nature of duties of these organisations, prescribing the samc rates of
uniform allowancc for all of them may not be/practical. Accordingly, we have
recommended different amounts for various categories of employees in the
relevant chapters.

122.6 Presently a monthly washing allowance of Rs. 15 1s being given to
those employees who are in receipt of either uniforms or uniform allowance. We
are of the view that while washing allowance should continue.to be paid to all the
categories of employees required to wear to uniforms, the rates thereof have to be
revised. Accordingly, we recommend that the general category of Nurses may
be paid washing allowance at the rate of Rs.75 per month. This allowance,
in case of all other entitled categories, may be raised to Rs.30 per month.
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1231 Advances from public funds arc admissible to Central cmployces
for various specified purposcs, subject to the financial hmits and conditions
prescribed in the relevant provisions of the General Financial Rules, 1963, The
quantum of advance, cligibility and other conditions vary. depending upon the type
of advance. Advances in connection with transfers, tours and journeys on lcave
travel concession, and advances in licu of lcave salary. on which no interest is
levied. are regulated with reference to the anticipated expenditure on travel and on
the pay and allowances drawn by an emplovee at the relevant time. Non-gazetted
govemment servants whose movablc or immovable preperty has been substantially
affected or damaged by natural calamitics arc also entitled to interest-free
advances. Other Interest-free advances include those sanctioned to meet expenscs
on legal proccedings and festivals, and to the families of government servants who
dic in hamess. Interest-beanng advances are presently admissible for purchase or
construction of residential accommodation. purchase of conveyances, including
bicycles, personal computers. warm clothing and table fans. Apart from thosc
specificd in the General Financial Rules, advances arc also admissible under speaial
orders 1ssucd by Government or individual departments for learning Hindi through
the correspondence course conducted by the Central Hindt Dircctorate, purchasc
of tvpewniters by Inspectors of Post Offices and Railway Mail Service, elc.

ADVANCES FOR CONVEYANCES

1232 There have been widespread demands that the quantum of advances
for the purchase of conveyances should be cnhanced so as to conform to the
prevailing market pnces and that the eligibility criteria may also be liberalised. The
ceilings on the advances for the purchase of motor cars and motor cycles (including

-scooters) were last enhanced wn May 1986 to Rs.80,000 and Rs.13,000

respectively. We note that these ceilings closely approximated the then prevailing
prices of a Maruti 800 cc car and a Bajaj scooter. Since them, the prices of these
vehicles have increased substantially. Though the 4th CPC had recommended that
Government mav review the position from time to time and make such changes as
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may be necessany in the quantum of convevance advances taking into account the
actual cost of the vehicles. this was not done and there has been no revasion for
over a decade We have also been informed that the quantum of convevance
advance adnussible to emplovcees m sectors other than government is up 1o 90 per
cent of the price of the vehicle proposed Lo be purchased.

1233 Given the substantial incrcase 1in prices of motor vehicles. the
ccilings on advances prescribed in May 1986 arc no longer rcalistic. We,
therefore, recommend that the maximum amount of conveyance advance for
the purchase of motor cars and motor cycles (including scooters) may be
raised from Rs.80,000 and Rs.13,000 respectively to amounts not exceeding
90 per cent of the prevailing market prices in Delhi of the smallest and least
priced motor car and motor cycle/scooter. Based on current prices, the
maximum advance of Rs.1,80,000 would be admissible for purchase of motor
cars, of Rs.30,000 for purchase of motor cycles and of Rs.20,000 for purchase
of scooters. The quantum of advance that may be granted for the purpose on
a second or subsequent occasion may, however, be restricted to 80 per cent
of the price of the vehicle proposed to be purchased, reduced by the proceeds
from the sale of the vehicle purchased by utilising the earlier advance. The
maximum advance for purchase of bicycles may also be simultaneously be
raised to Rs.1,500. Other conditions governing the grant of advances would
remain unchanged. We further recommend that Government may review
and revise the quantum of advance annually with reference to the prevailing
market prices.

123 4 As regards the revision of the cligibibity critena, we find that these
are more favourable for Central Government employecs in relation to the position
prevailing in many of the Statc Governments and public cnterpriscs. While any
revision thereof may not consequently be justified, based, however, on the
revised scales of pay recommended by us, advances for the purchase of motor
cars, motor cycles and scooters, and bicycle may be granted respectively to
personnel whose basic pay in the revised scales is Rs.8,000 per month or
more, Rs.5,000 per month or more and less than Rs.5,000 per month.

COMPUTER ADVANCE

1235 Presently, an advance not exceeding Rs.45,000 1s admussiblc for the
purchasc of a personal computer to a government servant who is otherwisc cligible
for the grant of a motor car advance. This advance having been introduced only
in the year 1989, we recommend that this may be raised to Rs.1,00,000.

OTHER ADVANCE

123.6 Having regard to the general rise in prices since 1986, the
maximum advance for purchase of warm clothing and table fans may also be
increased to Rs.1,500 and Rs.1,000 respectively.

123.7 Employees have also represented that advances should be

sanctioned for meeting expenditure in fulfilment of soctal obligations and for the
purchase of consumer durables and foodgrains. Advances from the General
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Provident Fund Accounts of employees are already admissible for meeting
expenses on social obligations and for the purchase of consumer durables in
terms of the liberalised provisions of the Rules and it may not be necessary
to incorporate, in addition, any special purpose in the General Financial
Rules. Employees who have now been categorised by us as auxiliary and
supporting staff may, however, be allowed a non-interest bearing advance
equal to half a month's basic pay plus the dearness allowance thereon once
a year, recoverable in not more than ten instalments, without linking it to any
specified purpose so as-to enable them to meet unforeseen commitments.
Simultaneously, the Festival Advance that is presently admissible may be
withdrawn.

[ OTHER DEMANDS |

1238 Two other demands from large sections of employeces relate to
reduction in the prevailing rates of interest on various advances and liberalisation
of provisions governing their recovery. We find that the rates of interest presently
applicable arc not unfavourable in relation to those levied by many of the public
cnterprises and nationalised banks on advances sanctioned to their employces. The
rates should also logically bear some relationship with the interest paid by
govemment on its borrowing, Besides, given the present financial constraints and
the consequential inability of govemment to cater to all requests for advances from
a large number of emplovees, any reduction 1n the rates of interest would only
further accentuate the dispanity between employees successful in securing advances
and the unsuccessful ones. We do not, in the circumstances, find adequate
justification for accepting the demand.

1239 Recoveries of advances are presently spread over several monthly
instalments, ranging from ten in the case of those for the purchase of table fans to’
as many as two hundred in respect of those for purchase of motor cars. We
consider the present provisions to be reasonable, having regard to the
quantum involved and the repaying capacity of employees and do not,
therefore, wish to liberalise these further. -

12310 It has also been urged that recovery of advances outstanding against
employees who die in hamess results in considerable hardship to the families of
the dcceased and that the recoveries should, therefore, be waived in such cases.
Certain Statc Governments also presently waive recoveries of outstanding advances
from their cmployces who die in harness. We have considered this demand
carefully and are of the view that this may not be justified in cases where
dependants of deceased employees are offered compassionate appointments
to posts in the Central Government in terms of the provisions already
available in this regard, which itself is a special concession. Therefore, the
liability for settling any outstanding not fully recovered from the terminal
benefits of deceased employees should rightly be assumed by them.
Considering the hardships involved, some special dispensation may, however,
be justified, as a welfare measure, in the case of those employees whose
dependants are not offered compassionate appointments. We accordingly
recommend that recovery of outstanding advances from the legal heirs of
employees dying in harness and whose dependants are not offered
compassionate appointments may be waived subject to the following
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monetary limits:

Auxiliary Personal : Rs.50,000
Supporting and Supervisory : Rs.1 lakh

Personnel

Executive Personnel :_ Rs.2lakhs
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INTRODUCTION

1241 In this Chaptcr, we shall deal with various scrvice matters under
the following heads:-

a) Central Civil Services (Conduct) Rules.

b) Central Civil Services (Classification, Control & Appcal) Rules.
c) Compassionatc appointments

d) Confirmation

c) Establishment Rules

f Service conditions of handicapped employces.

CONDUCT RULES—‘

1242 With a view to regulating the conduct and activities of the
cmplovees and ensuring adherence to government policies, all persons appointed
to civil serviees and posts in connection with the affairs of the Union are governed
by the Central Civil Services (Conduct) Rules 1964. These Rules do not apply to
Railway scrvants who arc governed by the Railway Services (Conduct) Rulcs, to

members of All India Scrvices and certain other categories of persons mentioned
in the rules.

1243 Suggestions have been made for enhancement of the existing
ceilings for rcporting transactions in movable property from Rs.10,000 to Rs.one
lakh i the case of Group "A’ and B’ officers and from Rs.5,000 to Rs.50,000 in
respect of Group "C' and "D’ officers.

124 4 We have been informed by the official side that a proposal to
enhance the ceiling in respect of movable property from Rs.10,000 to Rs.15,000 is
under consideration of the Government. We have taken note of the fact that the
existing himits of Rs.10,000 and Rs.5,000 were revised on 19.4.1988 and have
ccascd to be relevant given the prices of electric/clectronic gadgets which are
acquired by a majority of the Government servants. We are convinced of the
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Introduction

need for upward revision of the above limits from time to time so as to be in
tune with market prices and salary structure of the Government servants.,
For the present, the existing ceilings may be revised to Rs.30,000 for Groups
A’ and "B’ officers and Rs.15,000 for Groups "C' and "D’ officers.

124.5 A suitablc mcreasc has been sought in the amount of gifts which
can be accepied by a Government servant without Government's sanction from ncar
rclatives and personal friends having no official dealings, keeping in view the
customs prevalent in the country.

124.6 On occasions other than weddings, annmiversarics, funerals or
rchgious functions, Groups A’ and 'B' officers can accept gifts valued up to Rs.150
and Groups'C' and "D’ officers up to Rs.50. Gifts the value of which exceed the
above limits can be accepted with the sanction of the Government. On occasions
like weddings, anniversarics, funcrals or religious functions, the limits fixed for
acceptance of gifts from near relatives arc Rs.1000 for Groups "A' and "B', Rs.500
for Group "C' and Rs.200 for Group 'D' and Rs.400, Rs.200 and Rs 100 from
personal fricnds having no official dealings. A report is required to be made to the
Government if the valuc exceeds the above limits fixed for different levels. A
proposal to revise thc above limits 1s siated to bc under Government's
consideration.

1247 With a view to ensuring that the limits fixed are realistic and
reducing paper work, we feel that the limits may be revised to three times the
existing amounts. The position should be reviewed by the Government from
time to time.

124 8 Suggestions have been made to permit Government servants to
undertake part-ime jobs or tuitions after office hours or on Saturdays,
Sundays/holidays as also private employment during spells of extra-ordinary leave
which would enable the employees to supplement their income.

1249 We have considered the suggestions and feel that if Government
servants are allowed to undertake part-time jobs, they will not only be unable to
give undivided attention to their office work but will also not get sufficient time for
rest and recreation, resulting in deterioration in their efficiency and health. They
would further deprive some uncmployed youth of the opportunities which they
would have otherwise availed themsclves of. We, therefore, do not support the
idea of allowing the Government servants to undertake part-time
employment beyond office hours or accepting private employment during
spells of extra-ordinary leave.

CENTRAL CIVIL SERVICES (CLASSIFICATION, CONTROL AND
APPEAL) RULES

124.10 The Government is mainly guided by the provisions of the
Constitution of India in matters relating to action taken against its own employees.
It has to dispense justice, ensure fair play and avoid discrimination. With a view
to ensuring that disciplinary proceedings or findings of the Government are not set
aside in a court of law, the procedure to be followed in disciplinary cases against
Government servants has been laid down in detail in the Central Civil Scrvices

1727



Application of
Rules

Delegation of
powers o

suspend

Our
recommendations

Summary
" procedure in
certain cases

Position of Rules

(Classification. Control and Appcal) Rules, heremafier called the "CCS (CC&A)
Rules". These Rules have been framied in conformity with the provisions of Article
311 of the Constitution.

124 11 The CCS(CC&A) Rules apply to cvery Government scrvant,
including cvery civilian in the Defence Services, but do not apply to Railway
scrvants, members of All India Services, persons 1n casual employment, persons
subject to discharge from scrvice on less than one month's notice and persons for
whom special provision is made with the previous approval of the President.

124.12 Suggestions have been made that all supertor officers should be
cmpowered to suspend their subordinates.

12413 Rule 10 of the CCS(CCA) Rules cmpowers the appotnting
authority, any authority to which the appointing authority 1s subordinate,
disciplinary authority and any other authority empowered by the President by a
genceral or special order to place an employce under suspension. In respect of
offices located away from the headquarters, supervisory officers in such offices
have been specially empowered to suspend a subordinate offieer in cascs mnvolving
gross dercliction of dutics. In order, however, to prevent abusc of this power, the
suspending authority is required to report the facts of cach case immediately to the
next mgher authority and all such orders of suspension become void ab initio
unless confirmed by the reviewing authority within a period of one month from the
datc of order. Having regard to the fact that one or more of the above
authorities are present at the headquarters and adequate provision exists in
respect of field offices located outside the headquarters, we are of the view
that it would not be appropriate to delegate the power of suspension to ali
supervisory officers.

12414 Suggestions have been made that 1if a Government servant is
involved in an offence or conduct involving moral turpitude, corruption,
embezzlement or misappropriation of Government money, possession of
disproportionate asscts, or misuse of official power for personal gains, he should

be summarily tried without following the lengthy procedure of formal disciplinary
proceedings.

12415 Rule 19 of the CCS(CC&A) Rules empowers the disciplinary
authority to straightaway make an order imposing penalty without following the
prescribed detailed procedure under Rules 14, 15 and 16 of the said rules on threc
grounds namely: (a) where a person is dismissed or removed or reduced in rank on
the ground of conduct which had led to his conviction on a criminal charge; or (b)
where the authority empowered to dismiss or remove a person or to reduce him in
rank 1s satisfied that for some reasons, to be recorded by that authority in writing,
it is not reasonably practicable to hold such enquiry; or (c) where the President or
Governor, as the case may be, is satisfied that in the interest of security of the
State, it 1s not expedient to hold such enquiry. Even under these three exceptional
circumstances, the Constitution does not vest unbridled powers in the competent
authority when it takes action in terms of any of the three clauses under the 2nd
proviso to Article 311(2) of the Constitution or any Service Rule corresponding to
it. In its judgement dated 11.7.1985 in the case of Tulsi Ram Patel and others (Civil
Appeal No.242 of 1982) and in the subscquent judgement delivered on September
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12,1985 in the casc of Satyavir Singh and others (Civil Appcal No.576 of 1982), the
Supreme Court has laid down the principles to be kept in view by the competent
authority while taking action under the 2nd proviso to Article 31(2) or the
corresponding Scrvice Rule. Since the procedurc to be followed has been mainly
designed to ensurc compliance with a salutary principle of justice and public policy
which has also been incorporated in Article 311 of the Constitution, namely, that no
man should be condemned or punished without a rcasonable opportunity to defend
himsclf, it may not be desirable to punish a Govemniment scrvant without complying
with the constitutional safcguards. The Commission is unable to accept the
suggestion and does not suggest any change in the existing procedure to be
followed before imposition of a penalty.

124.16 A suggestion has also been made that in cases where the
disciplinary authority chooses to dispensc with the enquiry proceedings, an
cmployce should have the right to appeal against such a decision to authoritics
higher than the disciplinary authority.

124.17 The question whether an appeal lics or not against an order is to
be decided with reference to the authority which made the order. No appeal lies
against any order which is made by the Prestdent of India. In cther cascs, an appeal
or review petition can be made to the competent authority. Since adequate
safeguards have been provided in the CCS(CC&A) Rules, we do not
recommend any change in the existing provisions.

124.18 It has been suggested that the charged officer should be supplicd
with a copy of the comments of the disciplinary authority on appeals preferred
before the appellate authonty and that he shouid also be permitted to avail himself
of the services of a Defence Assistant during appellate proceedings.

12419 Since the comments of the disciplinary authority on appeals
preferred by the charged offices do not constitute a record of the enquiry
proceedings on the basis of which a decision 1s to be taken by the appellate
authority, we are not convinced of the need to supply a copy of the comments
of the disciplinary authority to the charged officer. Similarly, as no enquiry
preceedings are held at the appellate stage but a decision is to be taken by the

. appellate authority on the basis of the record of the enquiry including grant

of a personal hearing, wherever necessary, we are unable to accept the
suggestion to allow the charged officer to avail himself of the services of a
Defence Assistant at the appellate stage. - This is only likely to delay the
proceedings.

12420 It has been urged before the Commission that the enquiry officers
should be selected from outside the department to ensure impartiality.

124.21 Rule 14(5) of the CCS(CC&A) Rules provides that the
disciplinary authority can itself inquire into the charges or can appoint an inquiry
officer for the purpose. Wherever disciplinary proceedings are initiated on the
advice of the Central Vigilance Commission (CVC) in a majority of the cases,
inquiry is held by the Commissioners for Departmental Inquiries who are officers
of the CVC. While in amajority of cases it may be possible that the disciplinary
authority himself does not conduct the inquiry, it may still not be practicable in all
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cascs to appoint an inquiry authority from outstde the department. Such a course
would be necessany i small offices wherce the disciphinary authonity as well as the
iquiry officer may have to be one and the same person. We would, however,
suggest that Government should always try to explore the possibility of
appointment of independent and outside inquiry officers, wherever this is
possible.

12422 A review of the procedure for imposition of major penaltics and

catcgorisation of all penaltics other than censure as major penaltics has been
sought.

12423 The procedure prescribed in Rule 14 of the CCS(CC&A) Rules 1s
applicable only in cases in which the charges arc so scrious as to call for one of the
major punishments. With a view to ensuring that the proceedings are not
unduly protracted, we are of the view that the proceedings should be
conducted on a day-to-day basis as far as possible. The feasibility of
extending the scope of Rule 19 may also be considered.

124 24 We do not find any merit in the suggestion that all penalties
other than censure should be categorised as major penalties.

124.25 We would, however, recommend deletion of penalty of
withholding of increments from Rule 11 of the CCS(CC&A) Rules because we
have separately recommended a special procedure to be foilowed for release
of annual increment which permits withholding of increment or granting of

double increment based on performance of an employee during the last one
year.

124.26 Termination of penaltics imposed on a Government servant one
vear before the date of superannuation has been suggested.

12427 We have considered the suggestion carefully and feel that
since the penalties are imposed depending upon the nature and gravity of the
charge, their termination before the expiry of the period indicated in the
punishment order would render the penalty itself ineffective. Such a course
of action, in our opinion, does not seem to be appropriate and we are unable
to accept the suggestion.

124 28 It has been suggested that Presenting and Inquiry Officers should

be provided adequate training so as to enable them to perform their duties
efficiently.

12429 With a view to ensuring that the Presenting Officers present
their case forcefully before the Inquiry Officers and the Inquiry Officers hold
the inquiry impartially and afford all reasonable opportunity to the charged
officer as provided for in the rules, we feel there is need for increasing the
number of courses relating to "Administrative vigilance: Role of IO/PO" and

(i1) "Administrative vigilance: Disciplinary Procedures"” so as to ensure
coverage of more officers.
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124 30 It has been urged that the Presenting Officers, Inquiry Officers and
Defence Assistants should be paid honorarium, which should be commensurate
with the labour put in by these officers.

124 31 We have taken note of the mstructions issucd in 1988 and 1992
respectively providing for payment of honorarta to the Presenting and Inquiry
Officers. We recommend revision of the rates suitably by the Government.
We are, however, unable to accept the suggestion that Defence Assistants who
assist the charged officer of their own volition should also be paid honoraria
by the Government.

124 .32 It has been suggested that the familics of convicted Government
scrvants should not be deprived of pensionary benefits.

12433 Conviction of a government servant can be under any law, which
provides for punishment for a criminal offence whether by fine or imprisonment.
No distinction is made between crimes involving moral turpitude and other crimes.
It 1s not necessary that one of the extreme penaltics such as dismissal, removal and
compulsory retirement is imposed in a casc of conviction as a matter of coursc.
The disciplinary authoritics arc supposed to give proper consideration to the
offence actually committed by the government servant as a result of which he was
convicted by the Court of law. It is only where the government scrvant has been
convicted on the ground of moral turpitude that his retention in service is
considered undesirable and one of the three penalties 1s imposed in such a case. It
is only in cascs where the penalty of dismissal or removal is imposcd that the right
to receive pension and gratuity is forfeited.

124 .34 Having regard to the fact that the gravity of the offence
committed by the convicted government servant is the determining factor for
imposition of one of the penalties, which in turn decides the entitlement to
pensionary benefits, as well as the fact that adequate provisions exist in the
rules for grant of compassionate allowance in deserving cases, no change
appears to be necessary in the existing rules. Making provision for
pensionary benefits to the families of convicted government servant would
amount to rendering the punishment infructuous. We are of the view that no
change is called for in the existing rules.

COMPASSIONATE APPOINTMENTS

124.35 The scheme of compassionate appointments was conceived as far
back as 1958. Since then a number of welfare measures have been introduced by
the Government which have made a significant difference to the financial position
of the families of Government servants dying in harness but the scheme still
continues as a welfare measure in recognition of the need for immediate assistance
to a family on the death of a Government servant in harness. Consequent on the
observations/directions of the Supreme Court in its judgement dated 8.4.1993, the
provision relating to appotntment on compassionate grounds of a near relative has
been deleted and the scheme is now applicable to widow, son or daughter in cases
of death in harness, suicide and in exceptional cases of retirement of Government
servant on medical ground before attaining the age of 55 years (57 years in case of
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Group 'D'). The percentage of vacancics which can be filled by compassionate
appointment in a given year 1s 5% of the direct recritment quota.

12436 A review of the desirability of continuance of the practice of
compassionatc appointments has been sought on the ground of its impact on
cfficicney. Removal of the existing ceiling on the percentage of posts which can
be filled by compassionatc appointments has also been sought.

124.37 We have considered the suggestions and taken note of the fact that
the scheme of compassionatc appointments cnvisages appointment of applicants
only if they are cligible and suitable for a post in all respects under the provisions
of the relevant recruitment rules, and such applicants arc given relaxation only in
recruitment procedure and age limit. The scheme itsclf takes adequate care that
appointments made arc consistent with the requirements of maintenance of
cfficiency of administration. We are, therefore, of the view that the existing
practice of making appointments on compassionate grounds in deserving
cases needs to be continued. As regards removal of ceiling on the percentage
of posts which can be filled by compassionate appointments, we are of the
view that removal of the ceiling would reduce the number of posts available
to candidates coming through direct recruitment which is not desirable. The
existing ceiling of 5% in respect of compassionate appointments, therefore,
needs to be maintained and followed strictly.

124 .38 Extension of facility of compassionate appointments to
dependents other than widow/son/daughter of the deceased Government Servant
and restricting the compassionate appointments to widows alone have been
suggested.

124.39 The scope of the scheme providing for appointment on
compassionate grounds has already been narrowed by deleting near relatives from
the scheme by the Government. In view of the fact that the existing provisions
in the scheme are in conformity with the observations of the Supreme Court,
inclusion of other relatives within the scope of the scheme or exclusion of
son/daughter therefrom would not be appropriate.

124.40 It has been urged that the families of deceased Government
servants who die in harness or those who are retired on medical grounds should be
paid a lump sum amount in cases where compassionate appointments are not
feasible on administrative grounds.

124 41 We have considered the suggestion carefully and do not
support the idea of making lump sum payment in lieu of compassionate
appointments because the facility of compassionate appointments is extended
as an additional benefit to families in immediate need of assistance.

124.42 Suggestions have been made that the time lag in compassionate
appointments should be reduced and the appointments made within a reasonable
period of the demise of the Government servant and not postponed for unduly long
periods on the ground that dependent children have not attained majority.

124.43 Since compassionate appointments can be made up to a maximum
of 5% of the vacancies falling under direct recruitment quota in any Group "C' or
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"' post, the applicants have sometimes to wait for a long time because of number
of applicants excoed the ceiling of 5%. While in such a situation, delay in making
compassionatc appointments appears to be unavoidable, carc should be taken that
requests for compassionatc appointments arc reccived normally within a period of
onc year from the date of demise of the government servant and delay docs not take
placc on any other ground. The scheme of compassionate appointments having
largely been related to the need for immediate assistance to the family on the
passing away of thc Government servant in harncss, we arc of the view that
compassionatc appointments should be made within a rcasonable period of time
after the demisc of the Government scrvant and not postponed for unduly longer
periods. The very fact that the family has been able to manage somchow all these
vears should normally be adequate proof to show that the family had some
dcpendable means of subsistence.  We have also taken notc of the present
safcguard that belated requests can be considered at the level of Secretary alone,
which we fecl is salutary in nature. We are of the view that appcintments on
compassionate grounds shall be made at the most within five years of the date
of demise, and even such belated appointments should be made only in the
case of minor children who could not have been appointed because of their
age being less than the minimum age of recruitment to government service.

124 .44 It has been urged that onc of the dependants of superannuated

cmployees should be given employment on compassionate grounds on the analogy
of the position in the Railways.

124.45 There 1s no provision in the Railway Rules which provides for

. compassionate appointment of the dependant of a superannuated Railway

cmployec. In view of the constitutional invalidity of the demand, we are
unable to accept the suggestion of providing employment to one of the
dependants of superannuated employee on compassionate grounds.

CONFIRMATION
¢

124 46 Prior to April, 1988, a periodic exercise usea 10 be undertaken to
identify the vacant permanent posts along with exact date from which those posts
were available for confirming a Government ecmployee. Confirmation was also not
a -one-time event in the career of a Government employce, he used to be
successively confirmed in every post or grade to which he was promoted subject
to the availability of a permanent post in each grade. With effect from April, 1988,
confirmation is made only once in the service of an official, and this is in the entry
grade. Confirmation has been delinked from availability of permanent vacancy in
the grade which implics that an officer who has successfully completed his
probation can be considered for confirmation.

124 .47 Suggestions have been made for prescribing a uniform period of
probation in different services/posts and for deeming an employee to have
satisfactorily completed the period of probation unless he is specifically informed
to the contrary on expiry of the said period.

124 48 We have considered the suggestions and taken note of the fact that
the periods of probation for different services and posts are laid down in the
recruitment rules which are finalised in consultation with the Department of
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Personncl and Training and the UPSC. The period of probation is determined with
reference 1o the requirements of cach job. We, therefore, feel that it would not
be desirable to prescribe a uniform period of probation for all services and
posts. We, accordingly recommend that the existing practice of prescribing
periods of probation based on the job requirements of various posts and
services may continue to be followed.

124 49 As for the automatic complction of the probation period. the
official side has informed us that confirmation is not automatic on completion of
probation period but is to be followed by formal orders. As long as no specific
orders of confirmation or satisfactory complction of probation arc issucd, a
probationer is decmed to continuc on probation. Instructions are reported to have
been issued in August, 1994 to all the Ministrics stressing the need to communicate
to the probationer the decision to confirm him or to extend the period of his
probation, within six to cight weeks of the completion of his period of probation.
[t has been brought to our notice that despite issuc of instructions by the nodal
Ministry, concerned departments do not initiate timely action with the result that
employces continuc on probation for years together: We have also obscrved that
the instructions 1ssued by the nodal Ministry arc more in the naturc of an
cxhortation to the Ministries/Departments than a rule or regulation that mav have
any legal vahdity.

124 50 We are, therefore, of the view that a specific provision be
made in the Rules to the effect that in case no orders are issued within three
months of the expiry of the period of probation either declaring successful
completion of the probation period or its extension, the employee concerned
should be deemed to have completed the probation period satisfactorily and
confirmed automatically. Provision should also be made for holding the
concerned officer responsible who is supposed to issue necessary orders.

124 51 [t has been urged that all casual employces should be made
permanent on their rendering two to three years of service.

12452 We have considered the issue and observed that since the casual
labourers are not appointed/engaged against sanctioned regular Group "D’ posts,
the question of their being declared as permanent employegs does not appear to be
feasible. We are, therefore, of the view that their cases should appropriately
be dealt with in accordance with the provisions of Casual Labourers (Grant
of Temporary Status and Regularisation) Scheme, which is already in force.

ESTABLISHMENT RULES

12453 A suggestion has been made for the payment of charge allowance
to an officer as and when he 1s asked to hold temporary additional charge of a
higher post.

124 .54 We have given our careful consideration to the suggestion and also
perused orders on the subject of combination of appointments and entitlement to
additional remuneration, which empower an administrative Ministry to grant
additional remuneration as prescribed for a maximum period of three months. For
payment of additional remuneration beyond three months, prior concurrence of the
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Ministry of Finance is required to be obtamed. We feel that the existing
provisioné are adequate and do not call for any change or further
liberalisation because asking an officer to discharge the duties of more than
one post for longer periods is not conducive to efficiency.

124.55 At present Government has a right to retire a Government scrvant
at any time n public interest if he has completed 30 years of qualifying service
under rule 48(1)(b) of the CCS (Pcnsion) Rules and after he has attained the age of
50 vcars if he is a Group "A’ or ‘B’ Officer and had entered Government service
before attatning the age of 35 years and in all other cases after he has attained the
age of 55 years by giving three months' notice under FR 56(3). For the purposc of
maintaining cfficiency in Government and achicving higher productivity, 1t s
nccessary to have cnabling provisions 1n the Rules to review the performance of
Government employvees even before they attain the age of 50/55 years or complete
30 years of scrvice. The secunity of tenure enjoyed by Government employces has.
of late attracted a lot of criticism. To overcome the problem of inefficiency in
Govemment and to get rid of unproductive employcees, we are of the view that the
provisions of Rule S6(j) of the Fundamental Rules may be amended to
provide for a performance appraisal quinquennially by a committcc to be
constituted for the purposc, based on the Annual Confidential Reports and such
other relevant information as may be considered necessary: Details of how this
appraisal is to be carried out is contained in the relevant chapter. f the appraisal
rcveals that the performance of a government scrvant has been crratic, the
employee should be given a waming to improve hs performance. If the
performance is found to be consistently deficient for more than three reviews,
he should be discharged from service under the provisions of Rule 56(j). Itis
expected that with such a detailed and objective procedure, action under FR 56())
will normallv be sustained by the courts.

SERVICE CONDITIONS OF HANDICAPPED EMPLOYEES

124.56 Government of India have carmarked 3% of the employment
opportunities in Groups "C' and "D’ posts for the physically handicapped persons.
The 3% resegvation is shared equally by the blind, the deaf and the orthopacdically
handicapped. Under the existing instructions, all physically handicapped persons
arc cligible for age relaxation upto 10 years for general category and 15 years for
SC/ST for appointment to any Group "C' or "D’ post. In casc of appointment to
Groups "A' and "B' posts, age relaxation is for a period of S years. They are also
exempted from payment of cxamination fce/application fee. Instructions provide
that physically handicapped persons who have already been examined by a Medical
Board attached to the special Employment Exchange/Vocation Rehabilitation
Centre need not be subjected to medical examination once again at the time of
appointment.

124.57 An in-depth study of the various jobs done in government offices
as well as public sector undertakings was undertaken by a sub-committee which
identified 1,100 titles out of 3,000 titles listed in the National Classification of
Occupations as suitable for handicapped persons. Another Standing Committce
constituted by the Ministry of Welfare made an in-depth study of various jobs and
identified 420 jobs in Groups "A’ and Group 'B' posts/services as suitable for the
physically handicapped persons, along with the physical requirements and
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functional classification of disabilitics indicating what jobs can be held by cach
category of disabled persons and with what disability. Preference is given to the
physically handicapped persons in the matter of recruitment to such identified
posts.

124 58 Suggestions have been made that the existing guidelines in respect
of handicapped employces should be reviewed for bringing about improvements
and cxtending the benefit of reservation to Groups "A' and "B’ posts. Also that
lower cligibility criteria should be prescribed for promotion of handicapped
cmployces and extension of bencfit of reservation i promotion.

124.59 We have noticed that instructions arc issued by the Government
from time to time ¢mphasising the need for identification of jobs which can be held
by handicapped persons and monitoring of implementation of rescrvation.
Monitoring through half ycarly returns is also being done by the Liaison Officer
specially nominated for the purpose. We would recommend that identification
»f jobs for handicapped persons and monitoring of implementation of
reservation orders should be a continuous process aimed at improving the lot
of handicapped persons. We are, however, unable to accept the suggestion
that the benefit of reservation should be extended to Groups "A’ and "B’
services and posts because at these levels the need for efficiency and
competence is greater than at Groups "C' and 'D'. Because of these very
reasons, we are also not in favour of prescribing either lower eligibility
criteria for promotion or granting promotions on the basis of reservation
alone without satisfying the conditions laid down in the recruitment rules for
promotion posts.

124 .60 It has been suggested that the existing provision of 3% reservation
in Groups 'C' and "D’ posts is inadequate and should be increased.

124.61 Keeping in view the overall reduction we are recommending
in the staff strength of Central Government employees, we do net find it
feasible to recommend any increase in the reservation quota for handicapped
persons. We would, however, like the Government to clear the present
backlog of unfilled vacancies meant for handicapped persons in a time bound
manner by initiating special recruitment drives and ensure observance of the
existing instructions of carry forward of unfilled reserved vacancies for a
period of up to three recruitment years.

124.62 An increase has been sought in the quantum of conveyance
allowance without any ceiling,on the ground that there has been a tremendous
increase in the expenditure on transportation.

124.63 We have separately recommended that the transport allowance to
be paid to handicapped employees should be double the amount now approved for

non-handicapped government employees. The present conveyance allowance
would, therefore, be discontinued.
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124 64 Suggestions have also been made for automatic grant of the
allowance to thosc recruited against vacancies rescrved for the physically
handicapped, without requiring them to appear before the medical authoritics from
time to time.

124 .65 We would recommend that the percentage of disability
determined at the time of initial recruitment should be treated as final and

‘should be the basis for grant of conveyance (now transport) allowance, unless

the employee himself/herself asks for a review.

124.66 It has been suggested that blind and handicapped employces who
arc required to pass a departmental exainination for earning increment as a
condition of service or for the purpose of promotion to the next higher grade may
be permitted to take the assistance of a scribe from among one of the co-employees.

124 67 We have considered the suggestion and are of the view that
assistance of a scribe may be provided. He may be a co-employee in the same
department but should not be in the same line of work so that there is no
possibility of any malpractice.

124 68 It has been suggested that handicapped employees may bc
sanctioned interest-free loans for acquisition of residential accommodation and
conveyance.

124.69 We have considered the suggestion carefully and do not
support the idea of granting an interest-free loan to a handicapped employee
for purchase of a vehicle or acquisition of a house. However, as a gesture of
goodwill, we recommend that handicapped employees may be given a
concession of half a per cent in the rate of interest applicable for House
Building Advance and Advances for purchase of a conveyance.

124.70 Reimbursement of expenditure incurred on repairs of artificial
limbs has been sought.

124 71 We recommend that reimbursement of expenditure incurred
on repairs to artificial limbs may be allowed.

124.72 It has been suggested that blind teachers may be granted reader's
allowance at the rate of Rs.500 per month on the analogy of financial assistance
given to Readers in Universities at the rate of Rs.3,000 per annum for purchase of
braille books, reader's allowance etc.

124.73 We have given our careful consideration to the suggestion and fecl
that whereas UGC Teachers/Research Scholars have to scan through voluminous
records such as reference books, research papers, etc. the duties and
responsibilities of blind teachers do not require consultation of rescarch material
to the same extent as by research scholars. However, keeping in view the need
of blind teachers and the amount they have to spend on purchase of reading
material due to non-availability of books in braille in the libraries, we
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recommend a Reader's Allowance of Rs.100 per month for the blind teachers.

124 74 Suggestions have been miade for upgradation of the pay scale of
Chair Caners on the ground that caning of chairs involves application of skill.

12475 We have considered the suggestion and arc convineed of the
argument that caning of chairs docs involve application of skill. We, therefore,
recommend that chair caners may be placed in the pay scale of Rs.800-1150
and be considered for placement in the ACP pay scales of Rs.950-1500 and
Rs.1200-1800.

124.76 It has been suggested that recaning of chairs through contractors
should be discontinucd because it deprives the blind persons of job opportunitics.
Wherever the work load justifics, a post of Chair Cancr should be created and in
other places, the recaning work should be got done through blind persons.

12477 We have taken note of the existing instructions which enjoin upon
the contractors to cmploy only blind persons for recaning of chairs and carmarking
a post of Chair Caners out of existing vacancics in Group D' wherever workload
justifics. We are satisfied with the adequacy of the existing instructions but
would like the Government to ensure their obsérvance scrupulously

12478 Blind Postgraduate Teachers have sought their placement in the
pay scale of Vice Principa! and Principal on non-functional basis in the event of a
junior PGT being promoted to the post of a Vice Principal/Principal.

124.79 We are of the view that a persen should not be ignored for
promoation to a higher post merely because he is blind. We are, however, not
in favour of placing those considered unfit for promotion in the next pay scale
on non-functional basis, simply because of their disability. ’
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Dudaustnial and Pon- Tndastrial
Employees

INTRODUCTION
Definition of 125.1 Generally, Government employees covered by the definition of
Workman "Worker" as defined under Section 2 (1) of the Factories Act, 1948 and "Workman'

as defined under Section 2(s) of the Industrial Disputes Act, 1947, are classificd
as industrial staff and who do not fall within these definitions are classificd as Non-
Industrial Staff. Industrial employecs are governed by labour laws. These give
them substantial rights to form trade unions, and to raise industrial disputes. The
non-industrial employees are governed by the rules applicable to Central
Government servants in general.

Industrial 125.2 The Industrial Disputes Act, 1947, was amended with effect from

1]);;1’7“’“’4"' August 21, 1984 empowering thc Government to keep their industrial
establishments outside the purview of the Act, which implies that the industrial
workers will have recourse only to such of those rules as are applicable to other
Govemment employees Yor settlement of their grievances. The notification issued
initially for the establishment of the Central Administrative Tribunal had excluded
the employees covered by the Industrial Disputes Act from the scope and
Jurisdiction of the Tribunal. Howcver, by a subsequent amendment of the
Administrative Tribunals Act, 1985 (No.13 0f 1985) in 1986 the relevant clause was
deleted, thereby bringing the employees governed by the Industrial Disputes Act
also within the jurisdiction of the Administrative Tribunal.

DEMANDS FOR PARITY

125.3 Industrial employees of the Central Government have always been
demanding parity in matters of leave entitlement, holidays, leave encashment and
working hours with their counterparts classified as non-industrial employees. The
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lcave entitiements of industrial workers were also examined by the carlicr Pay
Commissions. While the first. three did not favour any increasce in the leave
cntitlement of industrial workers in Government, the Fourth CPC recommended
parity m fcave entitiement and its encashment between the industrial cmployees in
the Railways and those in other scctors of the Central Government. While the
cntitlements of industrial cmplovees in the Railways to Icave and its cncashment
arc on par with thosc of non-industrial workers in the Central Government, their
hours of work arc substantially more than thosc of other industrial workers. Thc
reccommendation of the Commission was not accepted by the Government. The
matter was thercfore, referred to the Board of Arbitration in 1989, In terms of the
award of the Board (April, 1991), the prerequusite of 240 days service for grant of
any leave with wages and the restriction on carry forward of lcave only up to 30
days were removed. The maximum limit up to which leave could be accumulated
was also incrcased to 120 days.

RECENT POSITION

1254 There is now complete parity between the industrial and non-
industrial employees in matters of entitlement to and accumulation of leave on haif
pay, extraordinary lcave, casual leave, and certain special kinds of leave (maternity
lcave and hospital leave). However, the entitlement of industrial cmployees to
camed leave/annual leave is determined with reference to their length of service and
ranges between 17 and 27 days in a year, as against 30 days in a calendar year to
which all non-industrial employees are entitled. Further, industnal emplovecs can
avail of carned leave only on six occasions in a ycar, whercas there 1s no such
restriction 1n respect of non-industrial employees. On the other hand, unlike non-
industrial cmplovees, holidays intervening during spells of leave of industnal
cmplovees are not counted towards leave.

DIFFERENCES BETWEEN THE TWO CATEGORIES

1255 The nature and scope of the duties and responsibilities of the two
categorics of cmployees are totally different, as are their wage structure and terms
and conditions of service as well as the nature of services provided by them. These
two categories are subjected to different types of stresses, strains and hazards in the
performance of their dutics. Industrial employees are entitled to certain other
benefits like overtime allowance at twice the rates applicable to their counterparts
in the non-industnial sectors, exclusion of Sundays and holidays intervening during
spells of leave, a higher age of superannuation, etc. In the circumstances, it may
not be appropriate to consider, in isolation, disparities in the matter of leave alonc.
The Board of Arbitration had refused in the past to concede absolute parity in
holidays and leave entitlement between industrial and non-industrial employees of
the Central Government. All the carlier CPCs barring the Fourth had also negated
such demands. Besides, the changing economic climate of the country also has to
be taken into account while evaluating this demand. With the onset of
liberalisation, all Government sectors, including the industrial sector, has to
compete with the private sector directly. Even at present, productivity and
cfficiency in the Government sector cannot be considered to be of the desired
levels. In this milieu, any increase in the leave entitlement of industrial workers
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may lcad to loss i production, thus placing the industrial scctor of the Government
at a further disadvantage in relation to the private scctor.

REDUCTION OF WORKING HOURS

1256 These considerations would also be cqually relevant for a decision
on the demand that the working hours of industrial employces should be reduced
so as to be on par with non-industnal employcees in the Central Government. While
it is a fact that the hours of work prescribed for staff cmployed in industrial units
arc longer than those prescribed for staff in the administrative offices, these
variations have been nccessitated on account of the differences in the service
conditions of these two categories of employces. Workshop staff arc governed by
the provisions of the Factories Act, which permits up to 48 hours of work in a
week. The industrial staff working in the Central Government are not worse off
than their counterparts either in the statefowned public enterprises or in the private
scctor. The public enterprises as well as industrial units in the private sector follow
the provisions of the Factories Act in regard to their industrial employces. An
analysis of the weekly hours of work in other countrics would show that cven in
these countrics the hours of work prescribed for different categories of workers are
not uniform. Industnal workers in Thailand work for as many as 13 hours more per
weck than non-industrial staff. Similar differences are also disccrible in other
countries like Belgium, Canada, Israel, Japan, Malaysia, the Netherlands, Portugal,
United States of America, etc.

1257 The question of ensuring uniformity in the working hours in all
Government establishments had been considered by the Second, Third and Fourth
CPCs. They did not recommend any uniformity. The Fourth Pay Commission
noted that the working hours in different organisations had been evolved over the
vears in accordance with their specific individual requirements and superimposition
of central working hours or tampering with the existing set-up might necessitate
structural modifications in the organisation which may not turn out to be verv
conducive at that stage of development. These observations still hold good,
especially in the context of the present climate of economic liberalisation. When
Government organisations have to compete with the private scctor, any fall in
prodyctivity attributable to a reduction in working hours may not be desirable and
may ultimately prove counterproductive. At the same time, it cannot be contested
that some of the salutary provisions presently applicable only to industrial
cmployees need to be extended to non-industrial employees, in order to improve
their productivity.

OUR RECOMMENDATIONS

125.8 We are, therefore, of the view that our policy on this issue should
be guided by the (i) Complete parity in leave entitlements and hours of work
between industrial and non-industrial employees is not justified at the present
juncture, (ii) certain changes in the entitlements both of industrial and non-
industrial employees should be made so as to take the best features of both the
leave system in order to achieve a long-term objective of reducing differences
between them, (ii1) all changes should be such as may reduce absenteeism and
improve productivity. We accordingly recommend the following:
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(a) Their entitlement to earned leave based on length of service
may be revised as indicated below:

Present leave Revised leave

Length of service entitlement entitlement
One to ten years 17 days 20 days
Eleven to twenty years 22 days 25 days
More than twenty years 27 days 30 days

This would represent an increase of three days over the present
cntitlements.  Simultancously, Sundays and other holidays
intervening duning spells of leave should also be counted as leave
availed of by the employee and debited to the Icave account.
These two measures would cancel each other out and not have any
nct impact on the whole lcave entitlement.

(b) Industrial employees may be permitted to accumulate upto
300 days of earned leave on par with non-industrial employecs
and o encash, out of the the leave so accumulated, leave of up to
60 days carned by them during their entire service, while availing
of leave travel concession for travel anywhere in the country, as
has been separately recommended by us in the chapter on "Leave
Travel Concession”.

(©) The maximum number of days of earned leave that can be
availed of on any one occasion should be reduced in the case
of non-industrial employees from 180 days to 60 days becausc
such a long spell of earncd lcave is not ordinarily required and
this facility is also frequently misused to defy authonty in the
cvent of an unwelcome transfer. While this would still be higher
than the ceiling of 30 days prescribed for industrial cmployees. it
will bring the two categorics of cmployees close to cach other.

{d) Simultaneously, the maximum number of occasions on which
earned leave can be availed of in a calendar year by non-
industrial employees should also be reduced to only six as in
the case of industrial cmployces.

1259 These steps, besides establishing some sort of broad parity, would
also enhance productivity of industrial employees as the proposed increase in
the quantum of carned leave that can be accumulated combined with the
introduction of the facility of in-service cncashment of leave in addition to

encashment on superannuation is likely to reduce abscnteeism and improve overall -
productivity.
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126.1 The Joint Consultative Machinery (JCM) and compulsory
arbitration for central government employces has been in operation since 1966. 1t
provides a forum for consultation between the Government of India in its capacity
as cmployer and the general body of employees at three levels. At the apex level,
there is a National Council, with departmental councils and office councils at the
ministry/department and office levels respectively. The National Council deals
with general matters affecting the central government emplovees such as pay of
common categories, dearness allowance and matters relating to categories of staff
common to two or more departments which are not grouped together in a single
departmental council. Matters affecting staff of a single department are considered
in the departmental council and local or regional questions at the level of office
councils. Prior approval of the chairman is taken before a subject is included in the
agenda for consideration of the National Council. The council's recommendations
become operative after the approval of government is obtained. If there 1s final
disagreement at the level of JCM on arbitrable issues, it 1s open to either side to
refer the matter to the Board of Arbitration. The Board of Arbitration follows
quasi-judicial procedures. Awards of the Board of Arbitration can be modified or
rcjected by the government with the approval of the Parliament only on grounds of
"national economy" and "social justice".

126.2 Overall, the scheme of JCM has functioned well and been able to
provide a viable platform for sorting out problems through consuitation between
cmployees and the government. This 1s evidenced by the fact that since 1968 no
general strike of Central Government employees has taken place. Even in
Ratlways, the last general strike had taken place as far back as in 1974, Thus, it
appears that the scheme is functioning satisfactorily and should be strengthened
further.

126.3 In most of the cases, the government accepts the Awards of the
Board of Arbitration. However, we note that frequently, inordinate time is taken
by the government to accept the Award or, in the case of non-acceptance thereof,
to place it before the Parliament. Accordingly we recommend that a specific
time limit of one year or till the conclusion of the next two sessions of
Parliament following immediately after the date of Award, which ever is later,
be prescribed for implementation of such Awards.
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126.4 We have separately recommended the setting up of a permanent pay
comimission with an appropriatc status under the Constitution of India. Presently,
Central Administrative Tribunal is authorised under law to pass judgements in all
cascs concerning scrvice conditions of government employces. These powers were
given to the Tribunal when no permanent Pay Commission was proposed to be
created in the Central Government.  With the creation of a Permanent Pay
Commission, as is being recommended by us, all matters of long-term
significance concerning the basic structure of different services like creation
of new services, cadre review, pay revision etc. should be dealt with by this
permanent body. The Central Administrative Tribunal should, however,
continue to deal with removal of grievances of Govt. servants relating to day
to day activities like denial of promotions, adverse entries in the annual
confidential reports, postings and transfers, etc.

126.5 We have observed that frequently, in cases of service hitigation
involving many similarly placed employees, the benefit of judgement is only
cxtended to those cmployces who had agitated the matter before the
Tribunal/Court. This generates a lot of needless litigation. It also runs contrary to
the judgement given by the Full Béench of Central Administrative Tribunal,
Bangalore in the case of C.S. Elias Ahmed and Others Vs. UOI and Others
(O.A Nos. 451 and 541 of 1991), wherein it was held that the entire class of
employees who are similarly situated are required to be given the benefit of the
deciston whether or not they were parties to the original writ. Incidentally, this
principle has been upheld by the Supreme Court in this case as well as in numerous
other judgements like G.C. Ghosh vs UOI, (1992) 19 ATC 94 (SC) dated
20.7.1988; K.1. Shepherd vs UOI (JT 1987 (3) SC 600); Abid Hussain vs UOI (JT
1987 (1) SC 147) etc. Accordingly, we recommend that decisions taken in one
specific case either by the judiciary or the Govt. should be applied to all other
identical cases without forcing the other employees to approach the court of
law for an identical remedy or relief. We clarify that this decision will apply
only in cases where a principle or common issue of general nature applicable
to a group or category of government employees is concerned and not to
matters relating to a specific grievance or anomaly of an individual employee.
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