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| INTRODUCTION |

1671 The law of Income Tax being followed at present in India is:
cnshrined in the Income Tax Act, 1961. As per Scction 4 of this Act, ail
individuals having taxable income excecding Rs 40,000 arc hable to pay income
tax. Taxable income compriscs all incomes recerved by, or accruing or arising to,
a tax payer dunng the previous vear and includes tncome chargeable 10 income tax
under the head ‘salaries' as per Section 15 of the Income Tax Act, 1961, Salaries
payable to its employees by the Central Government are chargeable to income tax
under this Section. The total income tax collection from Central Government
cmployees accounts for threc per cent of the total tax revenue.

1672 Income tax is not only deducted on the basic salary but also on
various allowances, including thosc which have been given to counter inflation.
These provisions are equally apphcable to cmployees of public sector undertakings
and the private sector.” In their case, however, there are two major differcnces.
Firstly, the allowances are very liberal and already include an adequate cushion for
payment of income tax thercon. Secondly, many companies pay the tax on their
cmployces' salaries and allowances, or give them the cquivalent amount in cash
outside their legitimate account books. On the other hand, the allowances of
Government employees compare poorly with those available in the other scctors
and cven these are subjected to income tax.

STUDY REPORT

167.3 In our sponsored study on “feasibility of exempting the salarics of
Government employees from income tax', the Fiscal Rescarch Foundation (FRF)
has favoured complete exemption of salaries paid by the Government to its

_ cmployees from income tax. It has been pointed out that such provisions already

exist in ncighbouring countries like Sri Lanka. In casc the entire salary 1s not
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exempted from income tax, the FRF has strongly favoured exclusion of various
allowances which arc'in the naturc of a compensation payvment to cmployces for
crosion m the real value of their salarics resulting from price nisc.  Complete
excmption of pensions received by Government emplovees from income tax has
also been suggested

(074 We have considered these recommendations. Although there 1s
constderable ment in the suggestions offered by FRE. it may be difficult for the
Central Government to exemipt only its own employecs from income tax m respect
of their salarics. allowances and pensions. Although it is legally possible to treat
Central Government cmployecs as a special category for purposcs of income tax,
it may not be cquitable to do so without according the same treatment to other
cmployces.  We would, therefore, not favour cxemption of Central
Government employees from tax as a good option.

167.5 However, it 1s « fact that it has not been possible for us to fully
mcet the aspirations of Central Government employees in respect of both salarics
and allowanccs.  As has been shown so vividly by the [IPA study on the
cmoluments recetved by senior employeces, a salary Icvel of Rs.36,000 is what we
should have given to a Sceretary if it was a taxable salary. Against this, we have
recominended a salary of Rs 26,000 only. It is, therefore, only reasonable that
such a moderate salary should be net of tax.

167.6 This 1s an arca where we would like to trcad with circumspection.
Much though we would have liked to make the full emotuments of Government
cmplovees net of income tax, we have decided to start with allowances and
pensions only, as a first step.

167.7 The logic of giving allowances nct of tax is irrefutable.
Government decides a particular basic salary. Other allowances arc added only to
cnsure that the real value of the basic salary is not eroded duc to cost of living, or
to provide partial reimbursement of expenses incurred on certain items of
cxpenditure like house rent, children’s education, entertainment and the like. If
such allowances are taxed, then either the basic salary gets eroded in its real
value from year to year or the partial reimbursement of expenditure incurred
on certain items becomes less and less with the passage of time. In both the
cascs, the objective of giving allowances is partially nullificd. As noted carlicr, the
private scctor has both open and covert methods of solving this problem, but
Government has so far left its employcees totally vulncrable to this malaisc.

167 8 Therc 1s just onc exception. We have noticed that the Ministry of
External Affairs pays 'net of tax' salaries to its employecs on forcign postings.
Provision for paying net of tax salary alrcady exists under Section 195A of the
Income Tax Act. Under this Section, the emplovees do not have to pay income tax
on the salarics reccived by them and it 1s the hability of the employer to calculate
the tax leviable on such salaries and pay the same to the income tax department

1679 The solution to the problem of Central Government
employees in general, therefore, lies in the application of this legal provision.
If the precedent of the Ministry of External Affairs is implemented in the rest of the
Government, Government emplovees would not have to pay any income tax on the
emoluments received by them from the Government and it would be the liability of
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the concerned departiments o caleulate the tax leviable and. through book
adjustment, credit the Tax Revenue Head. But. as stated carhier, we would hke to
tread this road with caution and make a begmning with allowances and pensions
i the {est place

OUR RECOMMENDATIONS

167 10 Accordingly, we recommend that all the alfowances of Central
Government employces, including thosc of various union territories, may
henceforth be paid net of taxes. Thesc allowances will include Dearncss
Allowance too. There is just onc sgag here. Onc of our recommendations suggcests
that Dearness Allowance shduld be mcrg,cd nfo pay for.alt pu;poscs whencver the
cost of living index riscs by 50%. Thus cverv 3-4 years, the D A. component.
which would be net of tax till then, would be converted into basic pay and therefore
remain nct of tax no longer. This will causc great hardship o Government
cmployees. It will be logical to continuc the tax relicf on this D.A. component cven
after its merger-with basic pav. in the case of Dearness Allowance, therefore,
we may extend the tax concession to such part of D.A. as may be converted
into Dearness Pay from time to time.

167 11 The abové concessions, however, will'not bring much of a rehief
10 pensioncrs, as in their casc, apant from Dearness Relicf, no other allowances arc
availdble. " We nofc that in recent times the Government has shown genuine concern
for scnior citizéns and various tax felicfs arc alrcady availablc to them beyond the
age of 65 yecars under scction 88B of the 1.T."Act. We are of the opinion that
retired Government employees in their old age deserve sympathy and
accordingly recommend that pensions including dearness relief of all retired
Central Government employees may be paid net of taxes,

167.12 As regards the procedure for payment of income tax on allowances
and pensions, we would likc to make it as uncomplicated as possible. The
simplest solution is for the Department of Personnel to make a lumpsum
payment on account of tax on allowances on behalf of all Government
employees to the Department of Revenue, and for the Department of Pensions
to do the same with regard to pensions. Such lumpsum payments will cnsure
that there is no loss of revenuc as far as incothe tax collections arc concerned. and
no unniceessary paperwork is generated for Government offices across the country
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168.1 Revised scalcs of pay have been recommended by us for the entire
gamut of Central Government cmployces including the Armed Forces Personnel.
Dctailed post-wise information provided to us by thc concemed administrative
Ministrics, Departments and their subordinate and attached offices of the Central
Govemment has been accordingly processed with utmost care and precision. It has
been our endcavour to allot revised scales af pay to all the categories of Central
Goveriment employees including the 1solated post holders.

168.2 _ However, despite our sincere cfforts, there may be a few sporadic
cascs which might inadvertently have escaped our attention. We camestly feel that
getling the benefit of revised pay scales 1s a matter of right of all Government
cmployces, irrespective of their post or category being mentioned in the Report or
othenwisc. o

168.3 In the event of any Central Government post being lefi out without
allotment of revised pay scales in the Report, it should be given the commensurate
revised scale of pay as applicable for posts with similar entry qualifications, dutics
and responsibilities, duly retaining the horizontal and vertical relativitics in the
orgamisation. It will also be cligible for the provisions of Assured Carcer
Progressions (ACP). If such post was in reccipt of any special pay in addition to
thc pre-revised pay, such special pay component should be doubled and converted
into a special allowance.

168.4 In any case, the replacement scale of the pre-revised scale is

the minimum that such a category not coveréd by our recommendations
should receive.
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169.1 A widc - ranging sct of demands has been received suggesting the
manner in which the pay of the civilian employecs should be fixed in the revised
scales of pay. By and large the vicws expressed in the memoranda have favoured
point-to-point {ixation, so that the full benefit of fixation is given to the scnior
employees. It has been alleged that in Public Sector Undertakings and Banks, the
pay has been revised on the basis of point-to-point fixation. The Staff Side of the
National Councii (JCM) have opined that the only way to provide equal benefits -
to all is to accept point-to-point fixation in the revised scales of pay. Government
Employees National Confederation have also urged that in order to provide
equitable justice to.all-and to avoid anomalies in pay fixation as well as to maintain
the logical difference of pay rise between senior and junior employees, pro-rata
fixation should be made on stage to stage and point 1o point basis, taking into
consideration the total length of scrvice rendered by an employce in the pre-revised
pay scale. This means that the total number of increments drawn by the employec
in the pre-revised scale of pay should be counted in order to fix the corresponding
stage in the new pay scale.- Some others have suggested that a pereentage increase
of 20 to 50% over the existing emoluments should bc aimed at.

169.2. Having considered these suggestions and views and taking all
rclevant factors into account, we recommend that the pay of an cmployee may be
fixed in the proposed scales of pay in the following manner :-

(1) An amount representing 20% of the basic pay plus stagnation
increment, wherever applicable, in the pre-revised scale may be
added to his-'emoluments' as on 1.1.96 at the AICPI average of
1510. .Pay may thereafter be fixed in the proposed scale at the
stage next above the emoluments thus computed. The term
*emoluménts' for this purpose will include the following :-

(a) basic pay in the pre-revised scale;
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(H) dearness allowance at the index average of
IS0 ason | 196, and

() amount of irst instalment of interim rehiet «
Rs. 100/-
(d) amount of sccond wmstalment of interim rchefl @ -

10% of pre-reviscd basic pay. subject to a
mumum of Rs. 100,

If the numimum of the proposced scale i1s morc than the amount so

arrived at. the pay mav be fixed at the muimum of the revised scale.

(1)

(1)

| (iv)

In the casc of an cmploycc who is mn reccipt of special
pav/allowance in addition to pay if pre-revised scale which has
been recommiended for replacement by a scale of pay without any
special pav/allowance. pay may be fixed in the proposcd scale in
accordance with the provisions of sub-para(t) above, cxcept that
in such cascs the tcrm ‘emoluments' will include the following -

(a) basic pay in the pre-revised scalc:
(b). cxisting amount of special pav or allowancc.
(c) admissible dearncss atlowance at the index average of

1510 as on 1.1.96;

(d) amount of first instalment of interim relicf @) Rs. 100/-;
and :
(c) amount of sccond instalment of interim relicf /@ 10% of

pre-revised basic pay, subject to a minimum of Rs 100/-.

In casc of an ecmployee who is i receipt of special pav component
with any other nomenclature in-addition to pay in the pre-revised
scalc. such as personal pav for promotinig small family norms,
special pay to Parliament Assistants, Central (Deputation on
‘Tenure) Allowance ctc, and in whose casc the same has been
replaced in the revised scale of with corresponding allowance pay
at the same rate or at a diffcrent ratc, the pay in the revised scale
may be fixed in accordance with the: provision of sub-para(i)
above. In such cascs the allowance at the ncw rate as
rccommended may be drawn in addition to pay in the revised
scale of pay.

In the case of a medical officer who is=n the receipt of Non-
Practising Allowance (NPA), pay may be fixed in the proposcd
scalc in accordance with the provision of sub-para(i) above,
cxeept that in such case the term “ecmoluments' will not include
NPA at cxisting rate and will comprisc only the following -
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(a) basic pay in the pre-revised scale of pav:

(b) dearncss allowance on the basic pay and NPA adnussiblc
at the index average of 1510 as on 1.1.96 under the
rclcvant orders;

(c) amount of first instalment of intcrim relicl ) Rs. 100/-;
and
d) amount of scoond instalment of interim relicf admissiblc

on the basic pay and NPA under the relevant orders

In such cascs, NPA at the new rates may be drawn'in addition to
pay in the revised scale of pay.

(v) Whercin, as a result of fixation of pay as explained :bove, the pay
of Govt. scrvants drawing pay at morc than four consccutive
stages in an existing scalc gets bunched, that is to say, gets fixed
in the revised scale at the same stage, the pay in the revised scale
of such of those Govt. scrvants who arc drawing pay beyond the
first four consccutive stages in the existing scalc shall be stcpped
up, by the grant of increment(s) in the revised scale in the
following manner:- '

(a) for Govt. scrvants drawing pay from the éth upto the
$th stage in the existing scale - by onc increment

(b) for Govt. scrvants drawmg pay from the J)Zh upto thc
4 '"F3th stage-in the cxisting scalc, if there is bunching
beyond the 8th stage - by two increments
' 10
(cy for Govt. scrvants drawing pay from the 13th upto the
Léth stage in the cxisting. seale, if there is bunching
beyond the 12th stage - by threc increments

169.3 Ifby stcppmg up of the pay as above, the pay of a Govt. scrvant
gets fixedup at a stage in thie revised scale which'is higher than the stage at which
the pay of a Govt. servant who was drawing morc pay in the pre-revised scale, the
pay of the latter shall also be stepped up to the level at par with the former

169.4 Except for cascs covered in'para 169.3 supra, the next increment
in all cascs may be given on the anniversary of the last increment. In cascs of the
types referred (o in para 169.3 above, the next increment may be allowed after
completion of one year from the datc of fixation of the pay in the revised scale.

169.5 If there are any special or hard cases which are nof covered under
the provisions explained above, thcy may<~be dcalt with on merits by the
Government.

169.6 A fewillustrations of pay fixation in the revised scales are given
in Anncxc 169.1.

12041 :



ANNEXE: 169.1
{See para 169.6)

ILLUSTRATIONS

Niustration No. | {sce para 169.20)}

| Existing scale of pay - Rs.750-12-870-14-940
2. Proposcd scalc of pay : R5.2440-40-3200
3 Existing basic pay :Rs. 870
4. D.A. at index average 1510 - Rs.1288
5. First instalment of I.R. :Rs. 100
0. Second instalment of I.R :Rs. 100
7 Exi.sting ¢moluments ;{s--Z-I;-S-;%
8. ”A;id' 20% of existing ‘Rs. 174

basicpay 00000 e

Total :Rs 2532

Pay 1o be fixed in the revised scale :Rs.2560

lllustration’Nol 2 {see para 169.2(ii)}

l. Existing scale of pay ~ :Rs.2200-75-2800-EB-100-4000 with
special allowance of Rs.100/-pm.
2. Proposed scalc of pay  : Rs.8000-275-13500 without any special
' ' allowance.
3. Existingtbas,ic pay :Rs.2500
4. _Existing amountof . :Rs. 100
special pay or allowance
S, DA atindex average1510 : Rs.3700
6. First insta]mént-of IR, :Rs. 100 -
7. _ Second instalment of LR : Rs. 250
8. Existing emoluments “Rs.6650
9. Add 20% of existing :Rs. 500
basicpay =000 eeeeeeeeee-
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Total -~ :Rs.7150

Pay to be fixed in the revised scale :Rs.8000 without any special pay or allowance.

Illustration No. 3 {see para 169.2(1i)}

L. Existing scalcof pay  : Rs.1640-60-2600-75-EB-2900 plus special
pay of Rs.200.

2. Proposcd scalc of pay @ Rs.5500-175- 9000 plus revised - special
: allowance  of Rs.400.

3 Existing basic pay : Rs.2600
4. DA at index average 151 : Rs.3848
5. First instalment of LR, : Rs. 100
6. Second instalment of LR, : Rs. 260
7. Existing emoluments . : R;.6-8;;8 :

8. Add 20% of existing  : Rs. 520
basicpay = @==0 e-meee-
Total Rs.7328

Pay to be fixed in the revised scale :Rs.7425 plus special allowance as revised,

Hlustration No. 4 {see para 169.2(iv)}

1. Existing scale of pay  : Rs.2200-75-2800-EB-100-4000 plus
NPA as admissible
2. Proposed scale of pay : Rs.8000-275-13500 plus NPA as
admissible.
3. Existing basic pay : Rs.2350

4, Existing amount of NPA : Rs. 600

5. D.A. atindex average 1510 : Rs.436§
on basis pay and NPA

6. First instalment of ILR. : Rs. 100

7. Second instalment of L. R. : Rs. 295
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onbasic pav and N wemeeet

8 Existing cmoluments ‘Rs 71
excluding NPA
9 Add 20% of existing Rs. 470

basicpav 0 e
Total :Rs. 7581

Pay to be fixcd in the revised scale :Rs:8000
plus revised amount of NPA.

Hlustration Ne. 5 {see para 169.2(v)}

1 Existing scale of pay. . Rs;éSO()-‘IS()-S'JOO

2. Proposed scalc of pay Rsl 4300-400- 18300
3 Existing basic pay : Rs.5400

4. DA at indcx average 1510 : Rs:5994

5. Firstinstalment of LR, : Rs. 100

6. Sccond instalment of L.R. : Rs. 540

7. Existing emoluments R:i-Z-(-)-M

8. | Add 20% of cxisting :Rs. 1080

basicpay 00000 eeveeeen
Total :Rs.13114

Pay to be fixed in revised scalc  : Rs.14700 **
** Since the officer was drawing pay at the seventh stage in the pre-revised
scalc and as the pay of thosc Gowt. servants who arc drawing pay from the
5th to 8th stage in the cxisting scale has to be stepped up by one
increment, when it gets launched in the revised scale, his pay has been
stepped up by ong increment in accordance with para 196.2(v)(a).
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DATE OF EFFECT

170.1 We have received varied demands from employces' associations,

memorandists, respondents (o questionnaires and those who tendercd oral evidence,

regarding the date from which our recommendations should take effect.. Views.
cxpressed in this regard are based on all possible permutations and combination of
cvents converging to dates like 16.9.93, 1.1.94, 9494, 1.1.95 etc.. 16th
September, 1993 has been suggested as it was the date: on which Govt. agreed to

sct up the 5th CPC and granted the 1st instalment of interim relief to its cmployecs.

The National Council (Staff Side), JCM has proposed 1.1.94 as the effective date.
since their proposals regarding pay scalcs and allowances were linked to the twelve
monthly average of All India Consumer Price Index 1240 (Base year 1960=100),
which was crossed in the month of December, 1993. 9th April, 1994 was the date
on which the 5th CPC was notified.

170.2 The demands and their rationale have been carefully considered
by us in their totality. If the date of effect for implementation of the revised pay
scales and Deamness Allowance is to be.conceded from 16.9.93, the burden of
arrear payments for forty three months on the:Central Government's budget for the
financial year 1997-98 would be of an alarming magnitude. Similarly-if the date
of effect is from 1.1.1994, arrears for 39 months will have to be paid. The net
annual financial implications on account of implementation of the revised pay
scales work out to Rs.3000.00 crores. Besides, expenditure arising from accrual

_of increased Dearness Allowance, Pensions and other Retirement benefits, from the

date of implementation of the revised pay scalesswould be an additionality. Arrear
payments of such staggering magnitudes would be fatal for the economy at this
crucial juncture, when the fiscal deficits are precariously high.
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170.3° - The 3rd and the 4th CPCs submitted their reports in March, 1v,.
and Junc, 19806, and their recommendations were given cffect from 1.3.1973 and
1.1.1986 respectively. In our chapter on *Continuing Machinery for Pay Revision' -
we have recommended revision of pay scales of Central Governmeni
Employees once every 10 years. Since the 4th CPC pay scales came into
effect from 1.1.1986, our recommendations on revised pay scales and
Dearness Allowance should logically be given effect from 1.1.1996, at the 12

‘monthly AICPI average of 1510. This will preparc the ground for a decennial

pay revision for Central Government Employecs in the years to come. Even though
this cffective date, reccommended by us, will also cast a burden of 15 months' arrcar
payments on the Central Government's next budget, it is felt that this reasonable
and legitimate claim of the Central Government employces cannot be wished away.
Our recommendations on pensionary benefits shall also be given cffect from
1.1.1996. However, our rccommendations on introduction of ncw allowances,
revision of rates of allowances ctc. (including CCA) may be given effect to

. prospectively, because of the heavy financial liabilitics involved and also due to the

fact that many of the increases in the rates of cxnstmg allowances have madc a
qualitative diffemce to the allowances rather than being just a marginal increase.
Many of the allowances being mcant to reimburse expenditure incurred by the
cmployee should not be raised significantly on a retrospective basis, as they would
thereby become a source of unintended benefit to the employees.

FINANCIAL IMPLICATIONS OF OUR RECOMMENDATIONS

170.4 The additional financial implications of our recommendations
pertaining to all Central Government employees, including the UTs and the Armed
Forces personnel, would be Rs.8800 crores per annum, as detailed under the
following broad heads :-

: (Rs. in Crores)
1) Net financial implication 3000.00

on account of revision of
pay scales
2) Pensionary benefits "1170.00
3) - House Rent Allowance 2000.00
4)  Medical Facilites& - 2300.00
other allowances
5) Miscellaneous 200.00
upgradation of posts ' ’
and categories
6) Income Tax liability -130.00
on grant of allowances/ '

pensions net of taxes

8800.00

Il
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170.5 With rcgard to the payment of arrcars for 15 months between
1.1.96 and 31.3.97, the amounts mentioned at SI. No. 1, 2 and 5 only would come
into play. Thesc yicld an annual liability of Rs.4,370 crores and the liability for 15
months would, therefore, be Rs.5462.50 crores. The third instalment of Interim

Relief which has been granted w.c.f. Ist April, 1996; is to be subsumed in the

revised scales of pay and the net financial implication will thus be reduced to that
extent. The net liability of arrears, therefore, comes to Rs.3962.50 crores.

170.6 In case Govt. has any difficulty in meeting this liability, 50%
of the arrears may be deposited in the GPF accounts of the employees.

170.7 With regard to the annual liability for the year 1997-98, we have
also to consider the positive impact of the deferment of retirement benefit
consequent upon the.ecnhancement of the age of superannuation by two years. This
is expected to yield a saving of Rs.1500 crores per year for the two financial years
of 1997-98 and 1998-99. ‘Thus the net additional liability for the year 1997-98

w:ll be reduced to Rs.7300 crores.

170.8 - Although the overall liability appears to be massive, it does not
scem {o be beyond the capacity of the Govt. to pay. The average amount received

by a Govt. employee/pensioner comes to around Rs. 10; 547 per year or Rs. 879 per
month, which is not really too much
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Views of Third
crPc

Views of Fourth
CPC

INTRODUCTION

171.1

The necd for the establishmentof a Permanent Wage Body has been

expressed by several memorandists, unions and associations. Realizing the
importance and utility of such a body, thc Third and Fourth CPCs had also
rccommended the sctting up of a'standing Body to review the pay scales and rates
of allowances and other related matters in respect of the Central Government
cmplovees. The views of the Third CPC were as under:

171.2

"Our expericnee has convinced us that the system of periodically revising
the pay structure and conditions of scrvice of the Central Government
employees on the recommendations of Pay Commission is not a very
“satisfactory one. We feel that even broad judgcments in these matters
should be bascd on analysis of the relevant data. This is not possible
when a Pay Commission is required to make recommendations on the pay
scales and conditions of service for such a large number of employees
within a limited period. .............. We would, therefore, suggest the
creation of a standing Body on Pay and Cadre Management”.

The recommendations of thc Fourth CPC were as follows:

"If we may venture to say so, the work of a pay commission is
laborious and takes time. Morcover pay commissions come at
intervals of 10 years or so. A great many changes take place in the
meantime both in regard to the system of pay determination and the
promotion policies, etc. Such changes take place quite fast in the
case of compensatory allowance and othex similar payments. An
allowance which is considered sufficient today may not be
reasonable if changes take place quickly. It is therefore necessary

~ that there should be a permancent machinery to undertake periodical

review of the pay, allowances and conditions of service of the
Central Government employees. That will also enable Government
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to oversce the implementation of its pay policy in an cffective.
systematic and coordinatcd mantier........ We suggest that
Government may sct up such a body which should be responsibic
for maintaining and updating the basic data on pay and allowances
of Government cmplovees and to review the pay scales and rates off
allowances and other rclated matters.”

DEFECTS IN PRESENT SYSTEM

1713 However thesc’ rccommendations for the appointment of a
Pcrmancent Wage Review-Body were not accepted by the Govt. and in Scptember,
1993 the Government decided to sct up the Fifth CPC to review the pay structure

of Central Govt. employees, thus continuing the old tradition of sctting up periodic
Pay Commussions.

1714 The present system of wage revision has the following inherent
drawbacks:-

(@) There s no mandatory provision for the periodicity of pay

. revisions.” Duning the intervening period, substantial erosion takes

. place both in the pay of serving emplavees and in the pension of
 retirces.

(b) The arbitrary cut-off dates of the awards adverscly affect personnel
retiring during the interrcgnum between two Pay Commissions.

o ,

Pav rlativitics carefully established by the Pay Commission tcnd
to get distorted duc to adhoc decisions by the Govt., the Courts and
the Tribunals. '

(d) In the absencc of a Standing Body, there is no mechanism to
establish a data bank, on a continuous basis with the facility for
recall. This results in the Pay Body getting burdencd with the task
of collection and collation of information, which otherwise should
have been available (o it in a processed form right from its very
mnception.

PAY REVISIONS IN OTHER SECTORS

1715 One of the abiding complaints made by Central Govt. employces
rclates to comparison of their fate with that of their colleagues in other sectors.
There was a time when pay scales, allowances and retirement bencfits in the

A Central Government were the best as compared to those prevalent in the State

Govemments Public Sector Enterpriscs and even the private sector. Today, the
roles have been reversed. Pay revisions in the private sector are made every year.
The public sector does it after cvery four or five years. Even the State

Governments keep on rcv1smg payscales off and on and have managed to get a

better deal than Central Government employees. This can not be termed as a happy
situation, cspccxally as this is likely to result in the induction of the worst human
material in the employment of the Central Government.
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PAY REVISIONS IN OTHER COUNTRIES

171.6 "Most countrics other than India do not have the concept of
Dcarness Allowance or cost of living allowance. They have, thercfore, nccessanty
to revisc the salarics of their employees cvery year, cither through collective
bargaining or on thc basis of rcports submitted by Pay Commuttccs. Many
developed countrics have Standing Pay Revision Bodics, which considercd pay
rcvisions and terms and conditions of service on a continuing basis. (n the Umited
Kingdom, Pay Review Bodics undertake review of pay of both civilian and defence
officials. In Australia, the ncgotiations between the Government and the relevant
Trade Unions arc guided by national wage principles, which are established by the
Australian Industrial Rclations Commission. A Salary.and Cadre Management
Commiitec, which is a permanent body, examines the pay structurc and anomalics
in Sri Lanka. Revision of pay structurc in Malaysta 1= done by a special Cabinct
Committce.

DEMANDS IN MEMORANDA

171.7 - Many Memorandists and Respondents to our Questionnaire have
suggested the constitution of such a *Continuing Machinery' for periodical review
of pay, allowances, pension and other conditions of scrvice of Govt. employces.
in the Joint Memorandum of the Armed Forces, it has been suggested that a
permanent Review Body should be set up to review pay, allowances, pensions and
conditions of service of all Govt. employees. Such a body would also enable
periodical review of the ccilings of House Rent Aliowance, House Building
Advance and various other Advances in accordance with the prevalent market rates.

OUR RECOMMENDATIONS

171.8 We have given eamest thought to this entire matter and feel that
today we have to take some critical decisions that will have massive implications .
for the future of this great country. One of these is that we have to induct the best
possible human material in the Central Government. This can-not be ensured if
we continuc with the present adhoc, periodic, hit-and-run kind of pay revision
machinery. It is suggested that Government may set up a Constitutional body,
which should be responsible for maintaining and updating the basic data on pay
and allowances of Government employees and to review the pay scales and rates
of allowances and other related matters on a continuing basis. In addition, the ‘
Permanent Wage Body may also be vested with the following functions:-

(a)  Continuous assessment of staffing norms in the light of changing
technologies and modified role of public administration:

(b)  the resultant changes in recruitment patterns and qualifications;

() measurement of efficiency and mechanisms for ensuring
accountability in public administration; and
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(d) job cvaluation studics, which may also conscquently Icad to
upgradation or downgradation of pay scales not connccted with
gencral annual revision of pay scales for all employces.

(c)  Creation of new services.
()  Cadre Review clc.

1719 In'fact, the mandate for such a Pay Body should be to suggest

revision of payscalés every year by merger of decarness allowance or-with reference
t6 the cost of living index. This is the procedure being followed in the rest of the
world and there is no reason why India should not fall in'linc with the practice
being followed by other countrics.” Such a procedure wilt make for a graduated risc
ini the basic pays of Centrdl Govt. employecs, with consequent impact on dearness
allowance, house rent allowance, retirement benefits etc. While the employees
would have no grievance that their wage levels are static for periods ranging {rom
10 to 13 years at a time, Govt. will also have the advantage of a gradual increase
in expenditure on pay and allowances of its employees. It will also do away with
the present tendency of tradesmen to hike up prices artificially merely because of
the decennial revision of salarics of the Central Govt. cmployecs.

171.10 The only argument that Govt. can possibly have against the
suggestion is that the Govt. will be required to spend more on pay and allowances
than it does now, because of the lag between the need for pay revision and the
actual revision itself. This is a false argument and fails to take into account the
simmering discontent that such a palpably unjust mechanism cngenders among its
employees. Gowt. is also forced often to take ad hoc decisions under pressure from
the Unions without having the benefit of an overall view of the implications of such
a decision from an expert body. If the Permanent Pay Body is also given the
powers of suggesting administrative reforms leading to rightsizing of Gowt., even
the financial argument may fall by the wayside. In any case, the Govt. is likely to
bencfit immensely because of the impact that the constitution of such a body would
have on the industrial relations in the Govt. with consequent benefit of no mandays
being lost in strikes & lockouts.

171.11 It would be in the fitness of things if the Permanent Pay Body is
given a constitutional status and authority, as is the case with the Finance -
Commission. The Chairman, Members and Member Secretary can be appointed
for a term of three years, so that there is a change of guard every now and then.
Recommendations of the Pay Body should not merely be advisory in naturé as at
present, but should be in the nature of an award which is binding on the
Government as well as the Govt. employees.

171.12 - In case for any reason Government finds itself unable to set up -
a permanent pay body, it should at least concede the right of Central
Goveinment employees to have a complete pay revision once in 10 years.
This would mean that if the date of implementation of the Fifth Pay
Gommission is 1.1.96, the date of implementation of the Sixth Pay
Commission should be pre-determined as 1.1.2006 irrespective of when the
next Pay Commission is actually appointed. However, the Government
should also take note of the fact that it generally takes a Pay Commission a
period of about three years to complete its deliberations and therefore, the
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next Pay ‘Commrission should be :lppointcvyd latest by 1.1.2003, so that its
report becomes available by 1.1.2006.

171.13 In the Chapter on Dearncss Allowance, we have suggested that cach
time the CPl incrcases by 50% over the basc index used by the last Pay
Commission. D.A. should be converted into Dearncss Pay. Such DP should be
counted for all purposces, including retirement benefits. Assuming that an increasc
of 50% in the CP! Index would take place in about S ycars time, the above proposal
would amount to a kind of pay rcvision cvery 5 years instead of 10 to 13 ycars as
at present.  This would be the sccond best scenario to the idcal of annual pay
revisions painted above. This relief could be combined with the decennial exercise
of pay revision through a Pay Commission and would partially mect the demand

~of Central Government cmployccs for a more frequent revision of salarics on the

analogy of public scctor employces.
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1721 Before concluding our Report we would like-to express our grateful
thanks to the eminent persons, retired Government officers, representatives of the
unions and associations of Central Government employce who sent us memoranda,
replied to our Questionnaire and tendered oral evidence in response to our
invitation.. We are grateful to the Chief Justice of India, Chief Justice of Delhi
High Court, Govcmors and Chief Ministers who were kind enough to sparc some
of their valuable time to give us.the benefit of their views on various important
issues. We are thankful to Membérs of Parliament, the serving and retired Chicfs
of Defcnce Forces, Secretarics of Central Ministries, heads of organisations, and
other ofﬁcers of the Central Government, the Statc Governments and the Union
Territories who shared their considered views on various complex issues. We
would like to cxpress our deep appreciation for the assistance provided by the
officers of the Central Ministries and Departments, State Governments, Union
Territories and Public Sector Undertakings who very kindly suppiicd us the factual
information and other data requested by us from time to time. Our thanks are also
due to our institutional consultants, to whom we -assigned nincteen studies on
sclected topics, the reports of which were received in time and provided us with
valuable inputs. We would also like to place on record our thanks to Shri V. Gouri
Shanker, Senior Advocate, Supreme Court of india, who rendered valuable advice
to thc Commission, on various matters from time to time.

172.2 We extend our thanks to all the eminent persons and heads of
various organisations whom we met during our visits abroad and the Heads of
Missions who collected information for us and facilitated our visit.

1723 We are thankful to Dr. N. Seshagiri, Director General, National
Informatics Centre and Dr. K K. Bajaj, Deputy Director General, for rendering all
out assistance in providing us computer syster support which enabled us to submit
our report in such a short span of time. Smt. Saroj Amoli, Principal Systems
Analyst, NIC was with us throughout and preved a pillar of support.

172.4 We would like to place on record our sincere gratitude to the officers
and staff of the Commission, all of whom worked indefatigably to complete the
work of the Commission in a record time. In particular, we would like to mention
Shri N. Sunder Rajan and Shri Rakesh, Joint Secretaries, Shri D.M. Gautam and

12053



Smt. Madhulika Suku!, Dircctors, S/Shri Arvind Kumar, M.R. Pania, Hasib
Ahmed. A K. Chandna, A K Naik, Manoj Joshi, Smi. Babm Lal and Smt. P.
Janaki, Deputy Secretarics, Shri S.K. Vohra, Joint Dircctor, S/Shri K.D. Upreuy,
K John, S$.D. Bajjal and Jiwan Das, Under Sccretarics, S/Shri RN, Sood and S K.
Srivastava, Deputy Dircctors, and Shri A L. Sastry, Scenior Analyst. The inputs
provided by Shn O P. Nagpal, Principal Private Scerctary to the Chairman, and
Shri VK. Tondon and Shri ¥ ~mal Kishor, Private Sccretarics to Member Scerctary
- and Member were also ble.

( S. Ratnavel Pandian)
Chairman

Suresh Tendulkar {M.K. Kaw)
Member Meritber Sceretary

We would like to place on record our decp appreciation and sincere thanks
10 our esteemed collcague; Shri M.K. Kaw, Member Sceretary of ihe Commission.
His comprchenstve  knowledge, wide-ranging  administrative  expericnce,
unremitting perscverance ‘and deep commitment helped us in understanding the
complex issucs and armving at what we hope-are objective and balanced decisions.
But for his dynamic lcadership, the finalisation of the Renort within a record time
would not have been possible:

( Suresh Tendullar) { S. Ratnavel Pandian )
Member Chairman
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Constitution of
the Commission

Work Procedure

Time taken

Juturistic scenario

INTRODUCTION

1. The Fifth Central Pay Commission was set up’by a Government
notification dated 9th Apnl, 1994 Justice S. Ratnavel Pandian, a former Judge of
the Supreme Court of India headed the Commission while Prof. Suresh Tendulkar,
a noted eoonomist and Shn MK Kaw 1 A'S. were Member and Member-Secretary

respectively. (Chaptet 1)

2 Thc Commission called for memoranda from associations and
individuals and received more than 18000 of these. It issued a gencral
questionnaire to 6000 important individuals and experts, out of whom 1200
‘responded It collected information, heard 553 associations, intcracted with
Govemnors, Chicf Ministers; Judgm bureaucrats, military oﬂ'xccra and specialists
in different ficlds and paid visits both inside the country and abroad It set up 14
Inter-Departmental Committees and ‘ comimissioned 20 studies from rcputed
mstitutions. (Chapta’ 1)

3 The wark of the Commission was done entirély on computers. |t
was thus able to complete its task with just 130 employees in a record ume of 2
years and 9 months. This may be compared to the total time of 3 years and 11
months taken by the Fourth Pay Comrnission with a staff complement of 209
(Chapler )

PUBLIC SERVICES MANAGEMENT

-4 mmamoﬂbyloohngalmcuskofgovm

in the 215t centuty. Cmm{ymcmmmmychanmgcsahcadofus economic,
political and secial. ‘While diplomatic initiatives have to be launched so as to

* defuse tansions with our neighbours, population growth has to be held in check.

The rate of cconomic growth has (o be accclerated in an atmosphere of
liberalisation and globalization, where the state reduces its role as a manufacturer
of and services. It has instead to ensure that there is 3 level playing field for

domestic and inferhational players. At the same time, it would have to play
a major part ih proeioting infrasfructural and sogjal services, as also in combating
poverty and unemployment. (Chapter 3)
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S Public services have to subserve the new goals of the State From
mere controtlers and regulators. they have to get converted into catalysts. promoters
and facilitators  Their numbers need 1o be rightsized and an officer-onentation
brought about  Government stself needs to be restructured by closing down
depaniments or amalgamating them . by transferring subjects and mstitutions to the
State Governiments and Panghavau Raj bodics. by converting departmetal
undertakings into public scetor undertakings, by cncouraging cooperatives,
autononious bodics and han-governimental organisations Lo take over some of the
functions of the State. (Chapter 5)

6 Simultancously, the Government office needs to be reinvented.
Therc has to be delayering in order to reduce levels and level-jumping in order to
reduce delays  Large, unwicldy Scctions have to give way to small, business-like
Desks, the vast army of ministerial staff may be gradually replaced by Exceutive
Assistapts, with: the Group O personnel ~ daipg -réingd as mulu-skalled
functionarics. Automation and computarisation should be brought in wholcsalc,
so as 16 cul down on papcr-work. Employecs could be scated in large
crgonomically designed halls in fumiture of modular design in an acsthetically
plcasing cnvironment. Their productivity can be increased remarkably, by cutting
down on holidays, keeping a check on puhctuality by adopting the time-clock
system and asking the cantecns to scrve tea right on their tables. (Chapter 9)

7 In thus country, the work of- the Govornment s shrouded in
mystery and the Official Secrets Act gives the furtivencss a legal sanction What
i1s required is a Righit to Information Act, under which citizens have a right to find
out cxactly what 1s going on, at lcast immediately after a decision 1s taken.
Transparcney also means that all decistons arc reasoncd oncs and contain an innate
justifying logic. (Chapler 13)

8 We need a new kind of publio servant to fit this new role. For the
present, there 1s no altemative (o the competitive examinations held by the UPSC.
the Staff Selection Commission, the Railway Recruitment Board cte to get at the
best talent  But these august bodies need not be bathered if recruitment to less
than 15 jobs is involved Employment on contract basis should be encouraged
Government cmplovecs should have the right to retain their lien for two years in
casc they wish to migrate to the private sector. (Chapter 17)

9 Scveral steps have been suggested in order to make performance
appraisal morc cffective. The Annual Coafidenuial Report (ACR) has been
restored for the Group D cadres The ACR format should foflow the rating system
bascd on a 10-pownt scalc as in the armed forces. Any performance below the
benchmark laid down for promotion should be treatcd as adverse  The final
grading should be commuaucated to the employee. (Chapter 21)

10 An smportant suggestion is that of a quinquennial appraisal of
Group A officers, so that a full picture of the personality gmerges after every five
vears. Remarks about integrity would be allowed in such periodical reviews by a
knowlcdgcablc group and could lead to compulsory premature rctirement of the
ofTicer in a manner that would be upheld by the courts. (Chapter 21)

Il Many solutions have been tried out in the past to remedy
stagnation The Commission has suggested an Assured Carcer Progression
Scheme (ACP), under which two guaranteed financial upgradations would be given
to Croup B. C and D officials aftcr 8 and 16, 10 and 20, and 12 and 24 vcars
respectively For Group A cadres, there would be three such upgradations afier
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completron of 4.9 and 13 vears of service The benefit of igher  pay scale.
including pav.fixation, wotild- be avlable but not a functional promotion 1o the
lngher post  In somc cascs of 1solated categornies, it would be known as the
dyvnamic ACP scheme for financial upgradation to ligher posts which do not exist
(Chapter 22)
12 There 1s also a Flexible Complementing Scheme wluch had been
itially designed for the Group A scicntists involved in rescarch A number of
functional promotions were made under this scheme i scientific departments
nouficd as such by the Department of Scxcru:c and Technology The Commussion
has widened the scope of the scheme so as to cover all Rescarch and Development
Profcssionals, whether they are scicntists, technologists or medical and computer
profcssionals, at the samc time taking out of the scheme certain non-cntitled
catcgorics w hich had managed to get the benefit undeservedly (Chapter St)

13 In order to build the spinal chord of the burcaucracy. the
Commussion has advocated the constitution of a hugh-powcred Civil Services Board
both at the Centre and the States Minimura tenwres would Lave to be nctificd for
cach post ‘Appointments. cven in the States, have been .uggested through the
mechanism of the Civil Services Board and Appointments Commuttee of the
Cabinet. No premature transfer would be allowed except after a proper casc.

swving detailed rcasons for suc‘\ transfcr, has been moved to the Civil Services
Board The findings of the Civil Scrvices Board arc to be cccepted nvanably and
in case of disagreement, the entirc proceedings have to be laid on the Table of the
Housc. Government employces who bring extrancous pressures to bear for their
postings and transfcrs would have (6 be proceeded against departmentails

(Chapter 25)

14, Coming to the employvment under the Ceatral Government, the
Commussion has first analyzcd the rate of growth in the size of the Government-
machinery Contrary to popular belicf, the annual compound ratc of growth in
number of civihan employees during 1984-94 has been 1%, while the armed forees
personne! have increascd by an annual ratc of 1.4%. Among the civilians, the
central police organisatiohs have multiplicd very fast, showing the growth rate of
5 6% (Chapter 26)

15 The Commussion has advocated a multi-pronged strategy to cut
down numbers First, there is a backlog of 3.5 lakh vacant posts  These could be
abolished straightaway Sccondly, there could be a frecze on further cmplovment
of junior staff whilc a sharp cut-back in intakc has been advocated for the
cxecutives  Thirdly, there is need for a perspective manpower plan under which
there would be a do“nsmng of numbcrs by 30% in a ten-ycar period  This could
be achieved by the usual wastage lhrough deaths and retirgments, assisted by a
greater number or retircments undéi the Voluntary Retirement Scheme with the
gotden handshake and compulsory retirement of those who are found to be
incompetent or corrupt. (Chapter 27)

16 Detailed strategics have becn worked out for the optimisation of
the All India and Central Servites, scientific, engincering and medical services, and
employinent in the deparuments of railways, posts, telecommunicaitons, central
pohice organisations and the defence services In each of these, a minimum cut of
30% n the next 10 years has beeh recommended. (Chapters 28-33)
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GENERAL PRINCIPLES FOR PAY DETERMINATION

17 Conung to the principles of pay determination, the Comnussion
has exanuncd the concepts of melusivencss, comprchensibility and adequacy. and
the parameters of job cvaluation, fair comparison, cqual pay for cqual work and
modcl cmployer. The concepts have been applicd. Among the parameters, that of
job cvaluation cannot be applicd in such a short period. it can possibly be relevant
if a permancnt pay body 1s sct up. Comparisons with the public and private scctor
have many limitations, but these have to be necessarily made not with a vicw to
granting partics bul in order to cstablish some broad rclativitics  The Central
Govermment can no longer pretend to be a modcl or cven a good cmploycer in the
context of othet sectors of the cconomy having forged ahcad of it in the matter of
compcasation packages to cmployccs. (Chapter 40)

18 What this Commussion has donc is to apply a number of
paramcters simultancously. Onc of the principles 1§ the intrinsic value of a job, as
shown by the skill, the drudgery, the work environment, the qualification required,
the power, the prestige, the perquisites -- all the quantifiable and non-quantifiable
charactenstics which make a job what itis. Then there is the dehnking of pay from
rank 1n the hierarchy, which has been introduced through the Assurcd Carcer
Progression Scheme. A broad framework of qualification-based pay scales has
also been hinted at, by trying to bring about a broad uniformity between jobs
rcquiring a minimum qualification of middle, matric, 10+2, 1042 with 2-year
diploma. 10+2 with 3-ycar diploma, gradualc in arts, agnculturc law, scicnee,

post-graduate degree in arts/science/commerce, degree in medicine, engineering,
tecchnology. ckc. An attempt has becn madce to hink small entitics to larger ones;

1solatcd posts have been placed in cadres and disjointed cadres combined into
Scnices. Thus, for example, a Subordinate Econpmic Service has been suggested
to combinc all the posts of Jumor and Scnior Economic Investigators in different
Minustrics and so has the Commission mooted the idea of new All India Services
in the ficld of medicine and engincering and Central Services for agniculture,
veleninary scicnee, informatics, libraries, archives, archacology and the like

(Chapter 40)

1y In order to amive at the new pay scales, the Commission has (irst
tricd to fix the two cardinal points of minimum and maximum salary For
minimum salary, the Commussion had requested the National Productivity Council
for advicc. Based on one of the criteria, which adds dcamess allowance 10 pay
and then gives a weightage based on the percentage increasc in the per capita net
nauonal product between 1.1.86 and 1.1.96, the Commission has arrived at a figure
of Rs 2,440 as the minimum salary. For thc maximum salary, a study was
cntrusted to the Indian Institute of Public Administration. This was conducted as
an opinion survey to ascertain what the present consumption level of senior
funcuionarics (Joint Sccrctaries and above) in Government was and what
addiuonality they expected in order to mect their legitimate cxpenses. Although
the 1IPA had suggested a pre-tax amount of Rs.36,000 for the Sccretaries to
Govemment of India, the Commission has been more modgst and has suggested a
figurc of Rs.26,000. This incidentally keeps the minimum-maximum ratio stable

at 1,107, which was the ratio determined by the Fourth Pay Commussion.
(Chapters 41 & 43)
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20. The Services are currently classified into Groups A, B, C and D.
The Commission had engaged the Tata Consultancy Services {or a study on the
restructuring of the Governmient. One of the suggestions made in the study was
10 change the present status- based classification to a  function- based onc.

Modifying the rccommendations shightly. the Commussion has suggested a
classification into Top Exccutives (Scerctarics, Spectal Scerctanics, Additional
Sccrctarics and cquivalent), Scnior Exceutives ( Jont Sceretarics, DIGs and
cquivalent), Exccutives (all others in Group A), Supervisory Personnel, Supporting
Personnel and Auxiliary Personncl. The Comsission has also recommended that
the distinction between gazetted and non-gazctted officers in Government should
bc abolished. These two suggestions arc intended to take the burcaucracy out of
its fcudal past into a modemn prescnt. (Chapter 44)

' CIVILIAN EMPLOYEES : PAY SCALES

21. o The Commission has suggested a merger of some pay scales, with
the result that the total of 51 pay scales which exist today are likely to be reduced

10 34. Reduction of the pay scalcs beyond this number was not.found practicable.

Annexc gives details of unrevised and proposed scales of pay. (Chapter 43)

22, Currently, Group D scales had been reduced to two. The
Commission has given a four-grade structurc to auxiliary staff under the new
dispensation. The new scales have a wider span in terms of vears, so that they run
for longer periods. The pejorative appellations of "Khalasi" or "Unskilled worker”

have been done away with and replaced by the more graccful designation of
"Shramik”. (Chapter 53)

23. In the Group C scales, a deliberate attempt has been made to give
a better deal to the artisan category, by amalgamating the scales of pay of Highly
Skilled I and II. Many of the categories have been upgraded, partly due to the
higher educational qualifications prescribed as-essential for them. (Chapter 43)

24, ' In Group B scales, three pattems have ecmerged. In some
services like the Central Secretariat Service and its sister services in the Railways
and Armed Forces Headquarters, an intermediate grade of Rs.2500-4000 has been
introduced with the rank of Desk Officer and 25% posts of Section Officer
upgraded to this rank. In the technical services of the railways, Rs.2500-4000 has
emerged as the Group B pay scale, in replacement of Rs.2375-3750. Some Group
B Services like the Delhi, Andaman & Nicdbar Islands Civil Service have been

upgraded to Rs.2200- 4000 like State Civil Scrvices elsewhere. (Chapter 49)

25. - Coming to All India Scfvic_cs (AIS), the Commission has
suggested several steps to improve their all-India character. For direct recruits, the
allotment of cadre has been recommended on the basis of merit-cum-option, while
for promotees, it has been suggested that 50% of them should be allotted to
contiguous Statcs in the same region. The Conimission has also recommended that
cach AIS Officer should mandatorily have«to do at least one stint in the
Government of India. {Chapter 47)

- 26. In order to stiffen the backbone of the AIS Officers, the

Commuission has made sevcral suggestions. The State Governments should have
only the power to recommend their suspension, giving full reasons, and the Central
Government should decide the matter one way or the other within 5 days of the
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reference. - The Central Government should have the power to change the cadre
of an A1S Offiecr if he is found to have-developed too close a nexus with local
clements.  Statc Governments should also follow the procedure of posting officers
on the recommendations of a Civil Services Board and lhroﬁgh the Appointments
Committee of the Cabinet. There should be prescribed minimum tenures for cach
post and no premature transfer should be atlowed, except according to the
prcscnbcd proccdure-after a rcfcrcncc to the le Serviees Board. (Chapter 47)

27 : With regard to the edge in pay scales that is currently cnjoyed in
respect of three” scalcs of pay by the offiecrs of the Indian Administrative Service
and Indian Forcign Service, the Commissioft has vot found any persuasive reason
to disturb the samc and as such the replacement pay scates have been suggested.
In order to sct the controversy of a single cxamination at rest, the restoration of the
old system of cxamination which used to prevail before 1979 has been suggested.
(Chapter 47)

28, For the IAS, it has been recommended that the Sccretanics

incharge of Home and Forcsts in the States should be placed in the scale of Rs.
7600-8000 (pre-revised) in order to improve their intcraction with their Heads of
Dcpariments. 1t has also been suggested that no 1AS Officer should be posted as
a District Collector unless he has completed ning years of service. (Chapter 47)

29. In the IPS, the post of COmm1$snoncr Civil Aviation Secumy,
which is currently-in the scalc of Rs. 7300:7600 has been recommended for
upgradation as Director General in the pre-revised scale of Rs.8,000 (fixed). All
posts of Dircctors General of Police in the States have been uniformly fixed in the
pre-revised scale of Rs.7600-8000. Currently, therc is no cadre post of Additional
DGP in the States. In fact, the Ministry of Home Affairs had made an abortive
attempt o abolish these posts but had to retracc its steps in view of the strong
reaction from the State Governments. The Commission has recommended that the
rank of Additional DGP be recognised for, creation of cadre posts in the pre-
revised scale of Rs.7300:7600. The demand of IPS Associations for abolition of
the rank of DIG has not been accepted, as it is functionally required at the level
of the Range and there was no desire to disturb the established relativities with the
Armed Forces. However, the condition, that an officer should ordinarily put in

four years of service in the gradc of DIG for promotion to the scale of IG has been
removed. (Chapter 47

30 There has been a long-standing demand that the Indian Forest
Service should be at par with the IPS. This has been acc;pted Accordingly, the
pay scale of Principal CCF has been raised to Rs.7600-8000, posts of Additional

PCCF alléwed in Rs.7300-7600 and Conservators of Forests moved up to Rs.

5100-6150. The post of IG Forests in the Central Government has been
redésignated as Director General, while Additional IGs have been upgraded to
Additionatl DGs in the scale of Rs.7600-8000. (Chapter 47) .

3L The Commission has taken special steps -to amcliorate the
conditions of all Group A Central Services. Uniform gareer prospects in all
services being a distant objective, the best option is to go for a model cadre
structure. The distributton of posts at different levels has been laid down as under:-



Cadre review

Optimisation

Cadre control

Posts at higher
levels

ACP

Engincering
Services

- Scale Percentage of Mandatory eligibility

Senior Duty Period
Posts
Semor Tine Scale 30 Sthyear
Junior Admuwistr- 30 9th yecar
ative Grade
Sclecuon Grade 20 14th vear
Sr. Admmmstrative 17 [ 7th yecar
Grade
Higher Administra- 3 25th year
tive Grade
(Chapter 48)
32. Cadrc revicws  have now to be part of the Cadre Rules and they

arc mandatonly to be held cvery five vears. The holding of a cadre review itsclf
is being declared as a justiciable matter. (Chapter 48)

33, Optimisation of numbers has also been advocated, by reducing
the numbers 1n each Service by 30%. The obvious solution is'to target an overall
cut of 30% in total mumbers, but their distribution’ over the different pay scales
has to be adjusted so as to bring 1t closer to the model cadre stracturc. (Chapter 48)

4. While the cadre control may continuc to be vested in the present
cadre controlling authoritics, it has been suggested that an officer of the particular
Central Service in the rank of JS/Dircctor/Deputy Secretary should be posted in
the office of the Cadre Controlling Authority, to kccp ancyc onthe interests of
the Service. (Chapter 48)

35. The Commission has approved either the encadrement or the
upgradationof at least onc post in the rank of Special Secretary in the pre-revised
scale of Rs. 8,000 (fixed). for every Central Service of reasonable size. A limited
number of posts at senior levels have also been recommended for upgradation.
pending a final cadre review. (Chapter 48)

36. ~ The prov1sxons of the Assured Career Progression Scheme for
Group A Services would ensure that on the completion of the Sth, 9th and 13th
vear financial upgradation to STS, JAG and NFSG would take place almost
aulomatlcally and everyone would reach the pre-revised scale of Rs. 4500-5700.
Onc of the aims of thc model cadre structure is to ensurc that the functional

promotion to thesc scales also takes place in the same periods of time. (Chapter
48)

37. ©"With regard to engineering serwccs it may be mcnuoncd that they
would benefit from all the general rccommcndatlons made for all Services. In
particular, a few additional advantages have been suggested for them:

a) Diploma-holders in engineering generally entered service in the pay scale
of Rs.1400-2300 or below. Al of them have been brought up to the pre-
revised scale of Rs.1600-2660



Screntific Services

b) Dcgrec -holders m cagincering were being  recnted in different pay
scalcs. Most of them (if not all) have been upgraded to the pre-revised
pay scale of Rs.2000-3500.

c) For Junior Engincers in CPWD and similar organisations, the normal
residency period for 1st ACP which is 10 vears for all the other services,
has been kept at 5 years.

d) Flexible Complementing Scheme which uscd to be confined to scientists
has been extended to R&D Profcessionals in the ficld of cngincering also.

c) Superintending Enginecrs who uscd to be promoted to Rs.3700-5000
imually and then move to an NFSG of Rs.4500-5700 have now been

provided with the initial promotion itself to a ﬁmcuonal scale of Rs.4500-
5700.

(Chapter 50)

38 The Commussion has also accepted a suggestion for registration
of government engincers in order to promote-a high degree of professionalism
among them. A Design and Planning Allowance has been recommended for
cngmecnng officers posted at Headquarters. It has been suggested that engineering
scrvices should be included for the Foundational Course conducted for all Civil
Services probationers. In orderto upgrade the status of their training institutions,
the posts of heads of all institutions imparting training to\Group A engincering
services have been upgraded. It has been suggested that the head of the Military
Engineering Service should be a civilian, the idea bcmg that the process of

progressive civilianisation of the mlhtary engincering organisations should
commence. (Chapter 50)

39. - With regard to scientific services, apart from their benefitting
from all the recommendations meant for other Group A Services, there are certain
spccial features for them in the chort -

a) bcncnusts havc been divided into R&D Px"ofessionals and Scientist
Admunistrators. While the former would retain the advantages of FCS,
the latter would be covered by ACP.

b) Wherever the number of posts in a particular area is large, an organised
scientific service has been suggested. For example, Central Agriculture
Service, Central Geoscientific Service and Central Veterinary Service
have been mooted. )

c) Group A scientists can become members of one national and one
‘international professional body at government expense.

d) "Measures have been recommended to permit scientists to participate in a
naLIonal conference every two years and an international conference every
four years.

e) Sabbatical will be allowed to scientists for a maximum of two years in
their career.

f) Institutional consultancy has been permitted for R&D Professionals on a

fee-sharing basis.



Medical Services

Workshop Stafff

Dearness
Allowance

) Standard designations have been suggested for the opcmtwc advisory and
programme management ficlds.
(Chapter 51)

40. For the medtcal scrvices, the Commission has rccommended an
Al India Health and Mcdical Scrvice as a long-term objective. A high-powered
pancl should open a dialoguc with States in order to form such a scrvice within
five years. Mcanwhile, it has been suggested that existing Central health and
mcdical posts be unified into a single Central Health Scrvice with common
scniority. Entry into the scrvice should be at graduate, specialist and  super-
specialist levels, but seniority should be integrated at cach level. In casc
supcerspecialists arc.not ayailable on normal teyms, they could be taken on contract
on negotiated terms and conditions. Non-practising Allowance has been changed
to 25% of basic pay, subject to pay plus NPA not exceeding Rs.29,500. Total
parity has been suggested between GDMOs, Dental Surgeens and Physicians of
the Indian Systems of Medicine and Homeopathy. (Chapter 52)

41 For the workshop staff, the Commission has recommended a

_ minimum cducational qualification of 8th standzrd in all Government departments.

This is meant to achieve higher educational and skill levels among industrial
workers. *Unskilled' workers have been redesignated as *Shramiks'. Highly skilled
Grades 1 and | have been merged into the higher grade to improve their chances
of promotion. The inter-grade ratio of defence industrial workers has been
significantly improved on the lines of similar ratios for railway workshop staff.
The inittal pay scale of technical supervisors has also been improved in
accordance with the gcneral approach of improving remuneration of diploma
cngineers in Government. (Chapter 54)

PAYSCA.LES FOR OFFICERS AND EMPLOYEES OF SUPREME
COURT OF INDIA AND HIGH COURT CF DELHI

42 ' On a thorough consideration of the constitutional position and the
historicai “background, the Commission has taken a conscious view that no
recommendations be made on this subject. The matter should be decided in
accordance with the provistons made in the Constitution and the various
Judgements pronounced by the highest couirt in the land. (Chapter 103)

"CIVILIAN EMPLOYEES: ALLOWANCES AND FACILITIES

43 As far as allowances are’concerned, the Commission has noted
that the existing formula of differential rates of neutralisation of cost of living
through the dearness allowance has operated unjustly against the middle and senior
management in Government. While the peon's real wages increased by 53%
between 1949 and 1996, the Secretary's rral income was eroded to the extent of
72% during the saméperiod. The Commussion has, therefore, recommended that
inflation neutralisation be made uniform @ 100% at all levels. While thé
AICPI(IW) may continue to be used for calculating Dearness Allowance, the
series using 1982 as the base should now be used. It has been further suggested
that every time the CPl increases by 50% over the base index used by the last Pay
Commission, the DA should be converted into Dearness Pay and be counted as Pay

.for all purposes, including retirement benefits. (Chapter 1051
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44 With regard to City Compensatory ‘Atlowance. the Commission
has added onc catcgory of citics (catled A-1 ctties). The existing and proposcd
rates of CCA arc as under:-

Existing CCA Proposed CCA

Pay Rangc- Class of City Pay Rangc Class of City
(BasicPavy A - B-i B-2 (unrcvised) A-1 A B-1 B2
in Rs) (Basic Pay in Rs))

750-940 30 25 20 750-1000 96 65 45 25
950-1500 45 '35 20 1001-1500 125 95 65 35
1500-2000 75 50 20 1501-2000 200 150 100 65

2000&above 100 75 20 2001 &above 300 240 180 120
(Chapter 106)

45, Special Compensatory Allowances arc granted to employces for
excéptionalty difficult local conditions in different places. The Commission has
suggested that thé Government should appoint a commitiee to prepare a detailed
scheme for the evolution of a Composite Indeéx of Difficulty/Hardness of an area.
Meanwhile, the Composite Hill Compensatory Allowance, Bad Climate Allowance
and ‘Tribal Area Allowance should b¢ subsumed under ‘the hcad of Special
Compensatory AHowance (Chapter 106)

46. The following rates of Spectal Compensatory Allowance have
been recommended:-

Rate per month in Rs. for Pay + NPA+ Stagnation Increment

Areas. 750- 1081- 1501- 2001- 3000 &

Listed in 1000 1500 2000 3000 above
Part A 300 500 700 1000 1300
PartB 250  40C 550 800 1050
Part C 150 300 450 600 750
PartD 40 80 120 160 200

(Chapter 106)

47 Project Allowance 1s granted when employees work on major
projects in undeveloped/underdeveloped areas to compensate them for lack of basic
amcnities and facilities. The Commission has doubled their rates as under -

Basic Pay Range Rate of Project Allowance
(revised) per mopth (Rs.) |

Below Rs. 3000 180

Rs.3000-4499 300

Rs.4500-5999 450

Rs.6000-8999 600.

Rs.9000 and above 750

(Chapter 106)

48 - Tramning Allowance is currently given @:.15% of basic pay. The
Commuission has recommended that the percentage should remain unchanged, and

10



Risk Allowance

Night Duty
A llu warice

7‘éle']§ﬂ’or:c
Attendant
Allowance

Entertainment
Allowance

Concessions 1o
employees posted
i North-lzast and

Sikkim

T4/DA

the allowance be made adnussible to all faculty members. including trainers on
deputation from Universitics and other acadenuc institutions. (Chapter 106)

49. The Comnussion has com,ludcd that employees arc subjected to
two kinds of risks: contingent risks and continuous risks  The former arc onc-time
cvents which would be covered by the scheme of ex-gratia payment Continuous
nisks cover situations where the nsk 1s mhcerent -and continuous 1n the occupation
itsclf Payment of Risk Allowance has been recommended only in the sccond type
of casc. The rates have been doubled and range between Rs.40 and Rs.300 p.m.
(Chapter 106)

50, On Night Duty Allowance, status quo has been recommended.
(Chaptcer 106).

Sl ‘"The Commission has suggested that all executives of and above
the rank of Dcputy Secrctary. and equivalent should be provided with a Telephone

Attendant at their residences. The attendant would be recruited directly by the
Officer and would not cnjoy the status of a government cmploycee, but the fixed
salary of Rs.1500 p.m. for such attcndants would be bomnc by thc Government.
This facdny will not be. additionally available to officers whe are alrcady entitled
to personal attendznts by whatcver name they may be called. (Chapter 106)

52. : " In the Armed Forces, entertainment allowance is admissible to
certain officers who arc rcquired to entertain high-ranking gucsts or reciprocate
such gestures. The Commission has recommended that for certan specificd
officers on the civilian side, both in the Centre and the Satcs, entertainment
allowance ranging'from Rs.600 to Rs.1000 p.m. be pard. (Chapter 106)

53. There are certain allowances and facilitics already available to
officers of AIS and Central Government posted in the North-East. Thesc have
been liberalized. The Special Duty Allowancc has been retained at 12.5% of the
new basic pay, with no upper ceiling. Officers can retain accommodation at the
place where their family is staying on payment of normal licence fec and also
retain a residenttal phone at Government cxpense.  The amount of Children's
Education Allowance has been doubled and the famities made eligible for CGHS
facilities. The Officers have also been allowed to come twice in their entire service
on an emergency passage by cntitled class to their home town. All the above
Facilitics have also been extended to officers  posted in Sikkim. (Chapter 106)

54. Travelling and daily allowance rates have been liberaliscd

- Exccutives arc now permitted to stay in private hotels of appropriate status. Air

Transport
Allowance

Leave Travel
Concessian

travel is also being permitted for all official journcys by executives. (Chapter 107)

53. A transport allowance ranging between Rs 75 and Rs.800 is being
permitted to all employees to enable them to meet part of the expenditure on
commutation between office and restdence. However, staff cars are being restricted
to Top Exccutives and field officers only, all others being served by a pool of hired
taxis. (Chapter 107)

*56. Leave Travel Concession is being allowed by air for some

selected senior categorics. Employecs can opt for three Home Town LTCs instead
of having one: all India and one-Home Town LTC in a block of four years. An
extra period of 60 days is being altowed for accumulation of carned leave. This can
be encashed either at the time of superannuation or in batches up to ten days each
along with the LTC. (Chapter 108)
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57 Deputation Allowance hds been retained at 5% and 10% of basic
pay for same station and out-station dcputationists, without any cciling. This
allowance would now aiso be available to officers of the rank of Jont Sccretary and
above coming on dcpulalion to the Central Government. (Chapter 110)

hh S "With regard to bonus, the Commusston has shown its inabiluy
to devisc individual dcpanmcmal schemes within the short time at its disposal.

cspectally in vicw of the reluctance of the major Federations to let the 1ssuc be
decided by the Pav Commission. Broad paramcters for working out bonus
schemes have been cnunciated. It has been stated that bonus should be linked to
productivity and not to production  When changes in technology take place.
norms should also undergo revision. An cligibility ceiling of Rs.4500 p.m. has
been suggested and the caleulation ceiling has been retamed at Rs.2500 p.m. The
maximum bonus has becn suggested as 30 days in casc of ad hoc bonus and 55
days in casc of productivity-linked bonus. It has been suggested that ad hoc bonus
schemes should be converted into PLB schemes within a period of ninc months.
(Chapter111)

59. "~ The Commission has takén up housingas an important priority
tssuc. A multi- prongcd strategy ‘has been suggested as under:-

a) Government housing to have a target of 70% housing satisfaction in Delhi
and 50% satisfaction in other citics within a period of 20 ycars.

b) Govermment to augment its resources by takmg housing loans from ADB,
World Bank and housing financc companics. Employees to contribute to
a compulsory housing fund.

<) Provision of leased accommodation and allowing sclf-lcase of
accommodation.
d) Govt. to evolve a suitablc hire-purchase schcme to provide one dwelling

umit to each employee at the time of his retircment.

e) House Building Advance raised from Rs.2.5 lakhs to Rs.7.5 lakhs. The
cost ceiling range also incrcased from Rs.2.5 - 6 lakhs to Rs.7.5 - 18

lakhs. Rate of interest suggested at lower rates of 6-11% instcad of 7.5-
12% as at present.

f) House Rent Allowance has been recommended @ 30% of the maximum
'of the payscale in A-1 citics and from 5% to 15% of the maximum in other
citics.

(Chapter 112)

60. Rates -of assistance under various schemes of educational
assistance have been doubled. (Chapter 113) .

6l. The Commission has suggested .that the network of CGHS
dispensaries should be expanded to cover more cities and at least one private
hospital recognised for in-patient. treatment in every jown having a CGHS
dispensary. . All.Authorised Medical Attendants in a single station should be
organised into CGHS Agencies and ideatified for priority expansion of the scheme.
Contnibutions of employees to the scheme have been recommended to be increased
and it has been suggested that individual departments should also make
contribution for expansion of the CGHS network. It has been suggested that
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timings of CGHS dispensarics be divided into two shifls cither by paying a split-
duty allowance or by dividing the cxisting stalf into two shifts. For outpatient
trcatment in arcas presently covered by mcedical reimbursement, a medical
allowance of Rs. 100 p.m. has been recommended. There arc also suggcestions for
compulsory medical checkup of cmployees at Gowt. cost after they attain the age
of 40 ycars, introduction of health credit cards on a pilot basis and for medical
tnsurance to cover the hospnlahsauon nceds of ecmptoyecs. (Chapter 114)

62. With regard to General Providert Fund, a higher rate of interest
(13%) on dcposits has been suggested. - The limit under the deposit-linked
insurancc scheme has been raised to Rupees One-fakh. (Chapter 115)

63. The Commission has rccoinmended the doubling of ratc of
<contribution to the Group Insurance:Schemc, as also the amount of insurance cover.
It has been suggested that the deposits be kept in a trast fund outside the Public
Account, and be managed by a Committee which also has employecs'
representatives ost it “The benefits under the scheme should be at par with thosc
offered by the Army Group Insurance Scheme. (Chrapter 116)

64. Namajor changes have been suggested in the lcave rules. Some
of the minor changes are:

a) Accumutation- of eamed leave for- éncashment at the time of
supcrannuation increased by 60 days-to 300 ddys.

b) Rules for enoashment of half-pay leave changed to the cxtent that
commuted half-pay leave can be utilised to comph:tc the period of 300
-days in case there is a deficiency
{Chapter 117)_

65. - Some quite drastic sugpestions have been made under this head,

in order to increase the time available for work in Government ofﬁccs These are:

a) Shift from 5-day to 6-day week, with second Saturday being an off-day.
This would mean an increase of 40 working days in a year.

b) - Gazetted hohidays have been reduced from 17 to 3 - viz. Republic Day,
- Independence Day and Mahatma Gandhi's birthday. The reduction of 14

days here has been made’ up by mcwasmg the' fiumber of restricted
holndays

c) No holidays. to be declared on the demise of hny ‘leader, except the
incumbent President and Prime Ministér.

d) Overtime Allowance has been abolished.
(Chapter 118)

“66. The Commission has recommended a series of measures to benefit

women employees in Government. Some of th8se are cnumerated below :
a) The quantum o1 maternity leave has been qnhan_ced from 90 to 135 days

b) Patemnity leave of |15 days been recommended for male employces during
the confinement of their wives

13
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<) Flexi-time and flexi-place has been suggested for introduction on a pilot
basis.

d) Agce of injtial recruitment for women has been enhanced to 35 years.

0) Part-time cmployment on optional-basis. has been introduced, with the
proviso that they can work hal{-time for 6 ycars connected with two child-
rcaring periods at half the salarics, with the period of scrvice counting for
all purposcs.

(Chapter 120)

67. In view of the importance of canteens for providing clean and
wholesome food at reasonable rates to the Government employees, the Commission
has re-introduced grants+in-aid at rates:varying between Rs:2500 to Rs.40,000 for
depactmental ganteens. (Chapter 121):

68 The Commission has coticluded that a large number of employees
who are entitled fo uniforms do not actually wear them. It has therefore been
suggested that in cascs other than uniformed services and security staff, uniforms
should be replaced by an attire allowance of Rs. 100 p.m. (Chapter 122)

69. Amount of various advances currently available to Government
cmployees have been raised and made more realistic. Car Advance has been raised
to Rs. 1.8 lakhs; motor-cycle advance to Rs.30,000; scooter advance to Rs.20,000;
bicycle advance to Rs. 1,500 and advance for purchase of personal computers fixed
at Rs.1.0 lakh. Eligibility eriteria have also been suitably revised. Festival
Advance has been replaced by a.general purpose advance equal to one month's
basic pay + deamess allowance. In order to mitigate hardships to the families of
Government employees dying in hamess, the Commission has, for the first time
recommended a provision for waiving off outstanding loans in case of employees
dving in hangss whose next of kin has not been given a Government job on
compassionate grounds, to the extent of Rs.50,000 for auxiliary staff, Rs.1.0 lakh
for supporting and supervisory personnel and Rs.2.0 lakhs in the case of
executives. (Chapter 123)

70. The Cominission has observed that in some cases, Government
takes inordinate time in taking a final decision on .the Award of a Board of
Arbitration,. Aow;dmgly a time limit has been fixed for accepting or rejecting the
Award of the Board of Arbitration. The Commission has also recommended that
in cases where a question of general nature is concerned, the decision taken in one
specific case cither by the judiciary or the Government should be applied to ali
other identical cases. {Chapter 126)

CIVILIAN EMPLOYEES : PENSIONS AND OTHER RETIREMENT
BENEFITS

71 The age of superannuation has been increased to 60 years for all
employees, except for personnel of CPOs and armed forces. This will be
applicable from a prospective date to be notified by the Govermment, and shall not
apply to thase who are-on extension. (Chapter 128)-
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72 Voluntary rctircment has been recommended under two different
schemes. Onc is the normal scheme of voluntary retircment after a scrvice of 20
years, which has been retained. A special scheme of VRS with golden handshake
is being proposed for departments having identificd surplus staff. Apart from the
normal weightage of 5 years, this scheme envisages cent per cent commutation of
pension and a special ex gratia payment (@ 1.5 times pay plus: DA for cach year of
scrvice put in or ycar of scrvice left, whichever is less. (Chapter 129)

73. The Commission visualizcs a pension of 67% of last pay drawn
as being sufficient to meet the post-retircment necds of an cmployee.  This would
be.met to the extent of 50% through the normal scheme of pension to be funded by
Government, with the balance 17% being made up by contributions {rom the
employees to a Pension Fund. Additional pension has been fecommended @ 1%
for cach additional year of service beyond 33 years. Ceilings on pensions and
gratuities have been removed. Gratuity would now be paid on the basis of pay and
D.A. on the date of retirement. Terminal gratuity would be admissible to those
resigning from Government service aléo. (Chapter 133)

74. Family pension has besn recommended at a uniform rate of 30%
of pay. 100% ncutralisation of cost of living through dcamess relief has becn
suggested. Such relief would be now availabie to employed family pensioners also.
(Chapter 134)

75. The Commission has rationalised the various schemes of ex gratia
award on the death and dxsabllxty of a Government employee, with the result that
uniform amounts of pension and ex graua awards would be avatlable to civilian
and military employees for death met in similar circumstances. (Chapter 135)

76. The limit of commutation of pension for civilian employees has
been raised from 33.1/3% 10 40%. The commuted portion would be restored after
12 years, instead of 15 years as at present. (Chapter 136)

77. There has been-a long-pending demand for absolute parity
between past and present pensioners. The Commission has accepted such total
parity between pre-and post-1.1.1986 pensioners, but a modified parity-formula
has been evolved for pre-and post-1.1:1996 pensioners. The overall formula
assures a minimum pension of 50% of the minimum pay of the post held at the

time of retirement as revised from time to time. This applies to family pensioners
also.*(Chapter 137)

78. For SRPF/CPF retirees, an ex gratia of Rs.600 p.m. along with
dearness relicf has been proposed. (Chapter 139)

79. The concept of interim relief for pensioners has been introduced
for the first time by the Fifth CPC. It has expressed the hope that the linkage of

pensioners with employees for purposes of interim relief would continue in the
future. (Chapter 138)

80. A fixed medical allowance of Rs.100 p.m. has been recommended
for pensioners residing in areas not.covered by CGHS. (Chapter 140)

81. The ignorable part of pension for purposes of re employment has
been raised from Rs.500 to Rs. 1500 p.m. All restrictions on re-employment of
pensioners in commercial employment have been removed. (Chapter 141)
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82. Looking at the role of thc armed forces, the Commission has
concluded that its participation i counter-insurgency opcerations should be
mimmised. Accordinglv. Rashtriya Rifles should be disbanded and the Assam
Riflcs handed over to the Ministry of Home Affairs for being amalgamated with
the CRPF (Chapter 142)

83. The Commission felt that a clearcut role for the armed forces
should be delincated and a National Sccurity Council formed in order to advisc the
Cabinct on security issucs. A Pcrspcclivc Manpower plan should be drawn up in
order to optimisc thc manpower and increasc mvcslmcm in cquipment and
armaments. (Chapter 33)

84. The Commuission has surveyed the scenario of cmployment in the
armed forces and concluded that the shortages arc malnly in the short-service
commissions. A number of steps to make a carcer in the armed forces more
attractive have been initiated:

a) Cadets during training at Scrvice Training Institutes will now be paid
Rs.8000 p.m. as against Rs. 1500 p.m. at present.

b) The rank.of 2nd licutenant has been abotished.

c) The starting basic salary for commissioncd officers has been kept at
Rs.8250/- as against Rs.8000 p.m. for civilian officers.

d) The qualifving service for substantive promotion upto the rank of Lt Col.
(TS) has been reduced by one vear.

c) The ACP Scheme has been extended to the armed forces
f) Integrated pavscalcs of the commissioned officers have been replaced by
regular pavscales.

(Chapter 147)

85 The following revised pay scales have been recommended for
scrvice officers:

Licutenant : Rs.8250-300-10050

Captain ; Rs.9600-300-11400+Rs.400 rank pay
Major : Rs.11600-325-14850+Rs.1200 rank pay
Lt Colone! ; Rs.13500-400-17100+Rs. 1600 rank pay
Colonel : Rs'15100-450-17350+Rs.2000 rank pay
Brigadier ; Rs.15350-450-17600+Rs.2400 rank pay

The pay scales of higher ranks are equated to the corresponding
civilian pay scales. (Chapter 147)

86. As regards the pay structurc of Personnel Below Officer Rank, the
following changes have bech suggested

a) Group D of PBOR have been brought at par with Group C.
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b) ACP Scheme has been introduced on par with civilians.
c) Starting pay of infantry soldicr has been increased to Rs.3000 p.m.

d) Classification and appointment pay ratcs have been enhanced.
(Chapter 146)

87. Most of their spccific allowances have been doubled. However.
keeping in mind the additional hazards involved in fighter flying and scrvice in
submarincs, they have been granted a 2.5 times incrcase. Personal Maintcnance
Allowance has been rationalised.  Travel entitiements have been brought at par
with civilians. Gallantry Awards have been substantially increased. In the casc of
Param Vir Chakra, there is a major increasc to Rs.1500/- p.m. (Chapters 149-155)

88. The Commission has not changed the present scale of rations
being granted to the armed forces persomnel. However, in order to afford greater
flexibility in purchase of items to officers posted in peace arcas, they have been
allowed a cash ration allowance in lieu of rations in kind. (Chapter 157)

89. Housc Building Advancc has been raised to Rs.7.5 lakhs as in the
case of civilians. Rates of compensation in licu of quarters have been enhanced.
(Chapter 158)

90. Leave encashment has been raised from 240 days to 300 days and
proportionatcly for lower categorisations. Encashment of lcave authorised at par
with civilian employees. (Chapter 160)

91 The weightage in qualifying service for pension has been
increased by two years. Family pension has been rationalised. Provisions on re-
marriage of widows have been liberalised.  Disability pensions have been
thoroughly restructured as under:

a) Broadbanding- of degree of disability has been carried out, with those
boarded out being treated as having 50% disability, those between 50 and
75% as baving 75% disability and those between 75 and 100% treated as
having 100% disabilty.

b) The attributability of disability to service is now to be judged by the
officer higher in rank to the Commanding Officer.

c) The extent of disability once determined continues for life, unless review
s demanded by the individual hlmsclf
{Chapter 161-164)

92. The scheme of granting near parity in pensions for past pensioncrs
as in-the case of civilians has been extended to armed forces personnel. (Chapter
165) :

93. Percentage of reservation.of ex-servicemen has been proposed to
be increased from 10 to 25% in CPOs. Thereis also a suggestion for recruitment
of CPO personnel for short service commissions in the armed forces, followed by
a lateral transfer to the CPOs after seven years of service. Two comm:ittees, one
under the Raksha Rajya Mantri and the other under the Additional Secrctary,

Ministry of Defence have been recommended for monitoring rescttlement of ex-
servicemen. (Chapter 166)
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Date of cffect

Financial
implicationg

Need for
continuing .
machinery Jor
pay revision:

94, Medical Adfowance @ Rs. 100 p.m. has also been suggested for
anned forces pensioncrs, living in remote arcas where normal health facilities are
not available. (Chapter 166)

OTHER MATTERS

95. The Commission has felt that the. salarics and pensions
recommended by it arc not really. adequate if they are to be fully taxced.
Accordingly, it has recommended that all allowances and pensions should be paid
nct of taxcs. (Chapter 167)

9. With regard to fixation of pay in the revised scales, the
Commission has suggested that one additional increment in the revised scale should
be granted in case there is bunching of four batches of employees at the minimum
of the scale. This is an improvement on the Fourth CPC where one increment for
bunching of five batches was recommended. (Chapter 169)

97. , It has been suggested that the rcvised pay scales, dearness
allowance and pensions should be given retrospective effect w.e.f. 1.1.1996. All
other allowances, including CCA, HRA ctc. should be made applicable
prospectively, (Chapter 170)

98. The Commission has estimated that the additional financial
implications for one year would come to Rs.8800 crores. However, this figure
would be reduced to Rs.7300 crores for the financial year 1997-98, if we deduct
the savings expected from the postponement of retitement benefits. Arrears for
fifteen months are to be paid only for some of the items listed above and the
financial implication is estimated at Rs.5462.50 crores. As a third instalment of
Interim Relief is to be deducted from this, the net additionality comes to
Rs.3962.50 crores. The Commission has suggested that 50% of the arrears could
be paid in cash and the rest deposited in the GPF Accounts of the employees. Thus
the total financial implications of implementing the Pay Commission's Report for
a period of 27 months from 1.1.1996 to 31.3.1998 is likely to be Rs.11,262.50
crores. (Chapter 170)

99, The Commission has recommended that pay revision should, in
future, be entrusted to a permanent Pay Commission drawing its authority from a
Constitutional provision, whose recommendations should have a binding character.
Pay should be revised annually as in other countries. As an altemative, it has been
suggested that deamess allowance should be converted into dearness pay every
time the cost of living rises by 50% over the base level. This would imply a
revision of pay every 4 to S years._The final option is to-have a decennial exercisc
as‘at present, but with fixed dates. The Commission has suggested that the date
of constitution of the next Pay Commission should not be later than 1.1.2003 and
the date of implementation of its recommendations should besl.1.2006, irrespective
of when its report is submitted. (Chapter 171)
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PROPOSED SCALES OF PAY

ANNEXE

SL. EXISTING GRADES REVISED STANDARD SPAN IN

NO. STANDARD SCALES SCALES OF PAY YEARS
OF PAY i
{Rs.) (Rs.)

1. 750-12-870-14-940 S-1 2440-40-3200 19

2. 775-12-871-14-1025 S-2 2550-45-3540 22

3. 800-15-1010-20-1150 S-3 2650-50-4000 27

4. 825-15-900-20-1200 sS4 2750-$5-3400 30

5. 950-20-1150-25-1400 S-5 3050-70-4590 22
950-20-1150-25-1500
1150-25-1500

6. 975-25-1150-30-1540 - 86 3200-85-4900 20
975-25-1150-30-1660

7. 1200-30-1440-30-1800 S-7 4000-100-6000 20
1200-30-1560-40-2040 :
1320-30-1560-40-2040

8. 1350-30-1440-40-1800-50-2200 S8 4500-125-7000 20
1400-40-1800-50-2300

9. 1400-40-1600-50-2300-60-2600 S9 5000-150-8000 20
1600-50-2300-60-2660 -

10.  1640-80-2600-75-2900 S-10 §500-175-9000 20

11.  2000-60-2120 S-11 6500-200-8900 2

12.  2000-60-2300-75-3200 S$-12 6500-200-10500 20
2000-60-2300-75-3200-100,3500

13.  2375-75-3200-100-3500 S-13 7000-225-11500 20
2375-75-3200-100-3500-125-3750 )

* 2500-4000 (proposed new S-14 7500-250-12000 18
pre-revised scale)

14.  2200-75-2800-100-4000 S-15 8000-275-13500 20
2300-100-2800

15. 2630/ FIXED S-16 9000/- fixed

16.  2630-75-2780 S-17 9000-275-9550 2

17. 3150-100-3350 S-18 10325-325-10975 2
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St EXISTING " GRADES  REVISED STANGARD SPAN IN

N0 STANDARD SCALTES SCALES OF PAY YEARS
Of PAY

L Rs) B I

18. 3000-125 3625 S-19 10000-325-15200 16

3000-100-3500 125-4500
3000-100-3500-125-5000

19 3200-100-370%-125 4700 S-20 10650-325-15850 16

20.  3700-150-4450 S-21 12000-375-16500 12
3700-125-4700-150-5000

21.  3950-125-4700-150-5000 S-22 12750-375-16500 10

22. 3700-125-4950-150-5700 S-23 ~ 12000-375-18000 16

23.  4100-125-4850-150-5300 S-24 14300-400-18300 10
4500-150-5700

24. 4800-150-5700 S-25 15100-400-18300 8

25.  5100-150-5700 S-26 16400-450-20600 8

5100-150-6150
5100-150-5700-200-6300

26. 5100-150-6300-200-6700 S-27 16400-450-20900 10

27 4500-150-5700-200-7300 S-28 14300-450-22400 | 18

28.  5900-200-6700 S-29 18400-500-22400 08
§900-200-7300

29. 7300-100-7600 $-30 22400-525-24500 4

30 7300-200-7500-250-8000 | S-31 22400-600-26000 6

31.  7600/- fixed S-32 24050-650-26000 3
7600-100-8000

32. 8000 /- FIXED §-33 26000/- FIXED -

33.  9000/- FIXED S-34 30000/- FIXED -

‘Note L may be cdifies that while discussing the vanous pay scales. the Commission came to the conciusion

that tnere was ~eed for another payscale between Rs 2000-3500/ 2375-3500/2375-3750 on the one
hand arg Rs 2200-4000 or Rs 3000-4500 on the other  As such. we coined a pre-revised payscale
of Rs 250C-400C as a Group B’ payscale. to act as an intermediate stage As we had already decided
0 resethe revised payscale corresponding to Rs 2200-4000 to Rs 8000-13500 (instead of Rs 7000
CiC an i snouiz Fave become if the broad multipler of 2 25 were used), there was a gap of Rs 1000

oo be srady understood that the pre-revised scale of Rs 2500-400C (as it corresponas to a
feosen /o ale 20 XS T00-120001 18 g iower sea'e than 3¢ 2024500 (as it corresponas to 3 revised
R N L 10
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Some preliminary observations

e Fust Central Pay: Comnussion was conshituted m Mav. 1946 10 mquire into and
“report on. amony other things. the structure of the pay scales and standards of remunceration of
different categories of Central Government emplovees wath the objectine of achieving rationahsation.
simphfication and untfornuiy to the fullest degree possible - Such commussions with vanving terms
of reference were consittuted therealter. generatly abantervals of a decade or more. i August 1937,
Apnl 1970 and July 1983 Over-a periodof time. the pension structure and death-cum-retirement
benefits and compensation packages for Armed Forces personnel were also brought within the
purview of the Central Pav Comnussion

The Terms of Reference (Annexe 1) of the present Pay Comnussion. formalh
constituted in April 1994, arc. in many respects., significantly wider in their ambit and scope than
those.of 1ts predecessors. Apart from dcu;:mmmg, an appropniatc salary structure and pensionary
benefits for Central Governnientemployees: the C ommi&ion has also been asked. for the first time.
1o cxaminc the terms and conditions of service of Armed Forces personncel and to rccommend the
reforms nccessary 1o bring about desirable changes in ivork mcthods. cnvironment and attitudes.
aimed at promoting cflicicncy in adnunistration. reducing redundant paper work and eptimizing the
sizc of the Government machinery

This Pay Commission has received over 20.000 memoranda as against 930 by the
First Pay Commussion. and 5.000, 9.500 and 8.500 respectively by the Sccond, Third and Fourth Pay
Comimussions. Manv emplovees and their associations have pitched their demands high on this
occasion becausc of the high expcctations gencrated by ceonomic liberalisation. the freer play of
market forces and the nisc of consumerism, combined with the removal of ceilings on private scctor
managerial salanes. There is now an incrcased demand for parity with the commercial undertakings
in the public and private scctor and strict adhcrence o the doctrinc of "cqual pay for cqual work".

On the other hand. the essence of the-constitutional mandate for decentralisation
and devolution of political power to the States and grass-root sclf-governing institutions and the
aficrmath of liberalisation arc expected to result in a significantly altered. if not a diminished, role
for the Central Government. This-may necessitate radical changes in organisation, methods and
proccdures of administration and a thinning of the burcaucratic flab. These would get an added
impetus in the context of the advanced and morc cfficient systcms of information storage, processing
and retricval now available. - The progressive increasc in the size of the Government machinery over
a penod of time and 1ts adverse impact on Goverment's ways and means position have also been a
causc for concern.  Besides. public dissatisfaction with the performance of the Government
machinery 1s perhaps morc discernible now than in the past. [t is probably on these considerations
that Government have. for the first time. asked a Pay Commission to suggest mcthods for its
optimization.

Though the bulk of the mainstrcam thinking scems to be for a timmed but better
paid class of Government cmployecs, there are some who hold the view that thc compensation
packages and "invisible” benefits available to Government employecs arc cven now.cxcessive in
rclauon to their job demands and responsibilitics and in contrast to the millions who live below the
poverty hinc. It has been further stated that the increased levels of managerial remuncration in the
private corporate scctor are the result of their having to function n an internationally competitive
cnvironment with reasonably transparent performance appraisal criteria and all the attendant
uncertamtics in regard 1o job sccunty. There is also a fecling in some quarters that the country can
il} afford the luxury of extending further concessions to its cmplovees in the overall context of the
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mounting fiscal and revenue deficits of the Central as well as the State Governments and of their
likch inflationary impact.

In this milicu, apant from cnsuring a satisfactory package of bencfits 1o Government
-cmplovees. the Commission will necessanly have to pay duc regard to the likely impact of its
rccommendations on the' cconomy' in general and the resources: of the Central Government in
particifar. The cascading cfféct of their recommendations on thé Statc Governments: the public
scetor. aufonomous institutions; local bodics. ctc. cannot also be igriored. The other demands on the
resources of the Government, such as thosc on account of its socio-cconomic obligations, defence
and national sccurity. and the requircments of sound fiscal management. wiil also have to be taken
intd account. A sausfaclo:) regolution of these conflicting pomnts of vicw, therefore, 1s'not an casy
task.

Having rcgard to the far-rcaching nnplications that its recommendations would
have, the Commission wishes to asccriain the views of opinion-makers from different walks of life
across the country, to cnable formulation of recommendations which would be appropnate and
feasibic in the prevailmg circumstances.

What ts now being clicited is your personal opinion, which may not necessarily be
that of vour organisition, association or profession. Your responses should be specific and contain
reasons t0 justify the course of action advocated. Plcasc also fecl free to suggest scalcs of pay, rates
of i mcrement. fotmulac norms, elc

Just a single copy of your response, preierably typed, will suffice. It is aiso not
necessary that every question should be answered. The choice is cntirely left to you.

The functioning of the Government affects,all of us. Your response will be a valued

input 1o our dccision-making,proccss. Confidentiality of your replies would be ensured and these
utilised only mtemally by the Commission. A prompt and detailed response is, therefore, solicited.
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1.6

SECTION 1 : GENERAL APPROACH
Impact of changing scenario

What 1s the kel impact of the fast-changing socio-cconomic and political
scenario 1 the country on the role of Government?  Will the functional
responsibihitics of Goverpment cmployees continuc to remasn as unportant as at
present”

Manv cmplovees and their associations have pitched their demands high because
of the ligh cxpectations  generated by cconomic hiberalisation  Arc such
expectations and demands justificd?

Comparison with public/private sectors

To what cxtent arc the comparisons between pay: scales and perquisites in
Govemment and the public sector and the demand for parity vahd and justificd?

The recent dectsion to abolish the ceiling on compensation packages for scnior
managers i privatc companics and the entry of multinationals in India have
resulted in a phenomenal increasc in the salarics and perquisites of the private
scctor. s there sufficient justification for Government cmployecs to seck broad
parity with them?

Given the differences in job requirements and responsibilitics. and the fact that
Government may not be able to match the compensation Ievels in the private scctor.
what other incentives and perquisites can be considered so that Government
cmplovees arc motivated to give their best and the right type of talent is attracted
to Government service”?

Is 1t posstble to quanufy all other benefits, excluding pay, derived by emplovees in
Govemment and the public and private sectors from security of tenure, promotional
avenucs. retirement packages, housing and other invisibles? If so, what
methodologics would you suggest in order to ensure an appropriate comparison?

In order to cnsurc a fair comparison based on principles of equity and social
justice. would it not also bc appropriatc to take into account the cconomic
conditions of large scctions of thc community which arc less privileged than
Government ecmployees and many of whom live below the poverty line?

Is it feasible for Government to prescribe and enforce a national income and wage
policy”? If so, would the institutional arrangements for this purpose include a
permanent Pav Commussion or a similar agency for Central Government
cmplovecs?

International comparisons

Some countrics have raised cinvil service payscales almost to kevels prevalent i the private
sector on the hvpothesis that a well-paid burcaucracy is likely to be honest and diligent To



Q110
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Q 112

what extent would such a hypothesis be valid and how far would such a coutse of action be
desirable at the present stage of India’s ccononuc development”?

Cupacity to pay

How should the capacity to pay of the Government be asscssed”? Should we look at the
proportion of expenditure on wages and salanies (including pensions) to (a) revenue receipts
and expendityre-of the Central Government. and/or (b) the Gross Domestic Product” In the
overall comtext of mounting fiscal deficits of the Central Government on the revenue
account. what criteria should be adopted to determune the capacity to pay”?

Impact on other organisations

The recommendations of the Pay Comnussion arc likely to kead to sinilar demands from
cmplovees of State Governmients, municipal bodics, panchayali raj stitutions and
autonomous institutions. Their paving capacity is considcrably limited. To what cextent
should this factor act as a deterrent in devising a rcasonable remuncration package for
Central Government cmplovees”?

Accountability

Therce are those who fecl that a better deal 1o Government employces must be contingent on -
the imposition of an effective system of accountability, including their willingness to accept
the “hirc and fire' regime-supposcd to prevail in the private sector. Others apprehend that
this would expose the civil senvant to the ills of subjectivity. arbitrarincss and victimization.
Plcasc suggest appropriate criteria for enforcing accountability in Government.
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SECTIONd1 : PRINCIPLES FOR PAY DETERMINATION
General Principles

Mam- general principles like fair comparison, job cvaluation, pay relativitics, cqual pay for
cqual work. supply and demand considerations. State as a model cmployer cte. have come
to be accepted. How,would vou prioritize these conflicting principles? What additional
principlcs for pay determination would you suggest in the present context ?

Minimum wage

What should be the criteria to determine the mirumum wage”? Should it be the "living wage”
promiscd in the Directive Principles of State Policy and.as envisaged in Article 43 of the
Constitution? What should be its rclationship with per capita National Income ? Pleasc
suggest an appropridgte basic pay for the lowest functionary in Government bascd on the
criteria preferred by vou.

Highest salaries
How should we determine the salary to be paid to a Sccretary in the Central Government ?
Is it neccssany-that we adhere to a pre-determined minimum-maximum ratio on ideological
considerations ? Or i$ it more important to ensurc efficient administration by preventing
flight of oufstanding talent from Government? .Plcase suggest an appropriate basic pay for
a Secrctany.

Relativities

Would vou suggest amy changes in the current vertical and honizontal relativitics in respect

of any Service or Cadre ?

Would it be correct to concede a demand for parity between two posts in different
organisations merely on the basis of a comparison of pay scales and designations which may
sometimes be misleading? Would it not be more appropriate to base it on job content?
What other indices would you suggest to ensure a fair comparison?

Employecs in the Secretariat and analogous establishments are cntitled to higher payscales
than the corresponding field functionaries. This was supposcd to compensatc them for the
loss of certain facilities available to them in field assignments and the extra effort required
for decision-making at the policy level. Are these factors valid cven today particularly in
the context of decentralisation and devolution of administrative powers? Should ficld
functionarics. in fact, not be entitled to a higher compensation?

In officcs having industnal units, the ministenal cadres (Supcrintendents, Clerks ctc.) have
an cdge over the technical cadres (tcchmcal supervisors, artisans ctc.). Should the edge be
continucd or dispenscd with? Plcasc claborate

Group A Services
Is there a casc for a Unified Civil Service, merging thercin all Centrai (both technical and

non-tcchnical) and All India Scrvices, allowing vertical and horizontal movement? Or
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should there be two distinet streams. onc cmbracing all the technical services and the other
for non-tcchmeal services”

29 Atpresent. officersof LA S and 1 F.S have a shight cdge over thosc of other all India and
Group A Central Services Should all these services be brought at par in respect of status.
safarics. promotion prospects cic.”? If you favour an cdge, what norms should be prescribed
in this rcgard and how should strict adherence -thereto be cnsured?  Can “flexible
complementing be resorted to. in order to provide promotional avenucs without having to
creatc additional posts in higher scalcs”

2:10 Do vou fecl that the pattern of pay scales for all Group A Services should be rc-
~designed so as to attract .candidatcs of the requisite calibre?  Having regard to the
compensation packages bemg:offered to fresh MBAs and other profgssionals by the private
scctor, what emoluments would you suggest for an entrant to a Group A Scrvice in
Government?

Professional personnel

211 What steps should be taken to ensure that scicntists, doctors, engincers and other
profcssionals with sophisticated education and skills arc retained in their
specialised fields in Government? Should there be a scparate compensation

“package for them, which may include a higher status and inual’pay, advanco
increments, a higher retirement age, improvement 1n service conditipns, ctc.?

2112 Should scientists in the fields of agriculture, rural development. ammal husbanary
etc. not be treated at par with scientists in the fields, of space. atomic energy, occan
development, etc.”?

Court employees

213 Pursuant to court Judgements the scales of pay for employees of the Supreme
Court of India and the High Court of Delhi have been raised to levels higher than
thosc of their peers in Government. Should this divergence in pay scales be
continued as a measure of personnel policy, in view of the special conditions stated
toJe prevalent in the higher judiciary? .

Employees of Union Territaries
2.14 Should the pay scales of employegs in Union Territories be cquated to those of

corresponding posts in the Central Government or in the nclghbounng States, or
sometimes Lo the one and sometimes to the other?
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SECTION 11 : PAY STRUCTURE
Classification of Posts

Presently. civifian posts in the Central Government arc classified mito four Groups (A’ 'B'.
"C'and "D with referenec to their scales of pav. Would vou suggest any changes thercin?

Restructuring of Group C & D posts

It has been suggested that alt ower Group C functionarics in the Sccrctariat be replaced by
multi-functional Exceutive Assistants. who would be graduates and well-versed in office
work. sccretarial skills and usc of modem office cquipment including computers. Similar
arrangements can be cvolved for Group C posts ‘in other organisations of Government.
What do vou think of this suggestion ?

Similarly. regrouping of Group D staff into fewer categorics capable of performing diverse
functions has been suggested. How would vou react to this proposal ?

Pay-scales

How should a’pay scalc be structurcd 7 What is a reasonablc rauo between the minimum
and maximum of a pay scale?

Currently, therc are 36 paiscales in Government. Should these be reduced in number ?
Will such reduction not lead te a sensc of stagnation ?

Efficiency bars

Should cfficiency bars be retained 7 If so, how should these be related to performance

" appraisal criteria?

Increments
What should be the criteria for detcrmining the ratés and frequency of increments in respect
of diffcrent scales of pay? Should these bear a uniform or varying relationship with the
minima and/or maxima of the scales?

Stagnation
Should stagnation be countered by having long infegrated pay scales as arc now available
1o the armed forces. by introducing sclection grades, through grant of stagnation increments

or by some other method ?

What specific enitena could be adopted to prescribe appropriate pav scales for 1solated posts
with hittlc or no promotional avenucs ?

Revision of payscales

To what level of the cost of living index should the revised pay scales be linked ?
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Pleasc suggest a formula for revision of the existing pav seales. giving reasons
How should pay be fixed m the revised pay scales 7 Should there be a pomt-to-
point fixation ? If not, plcasc suggest a method by which it can be ensured that
scnior personnel arc not placed at a disadvantage vis-a-vis thoir yuniors and duc
weightage is given for the longer scrvice rendered by the former

What should bc the datc of cffect of the revised :pav scales and other
rccommendations”?

Exemption from Income Tax

it has been suggested that thc cmoluments of Government cmplovees and

_-pensioners, or at lcast thosc clements thereof which arc compensatory in naturc like
DA/Dcamess Relief, CCA, HRA ctc. should be cxempted from income tax.” What

arc vour views ?
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SECTION 1V : ALLOWANCES AND FACILITIES
fearness A Ilcmym(r .

In view of the fact that the myonty of the Indian population has no hedge against inflation.
1s the pavment of Deamess Allowance to Government emplovees justified? 1f so. should
there be any distinction m this regard between the Central Government emplovees and those
in pubhic undertakings®

Has Deamess Allowance comic (o stay as a deviee for countering inflation” Or should basic
pay be directly linked to the cost of living index?

Docs the All India Consumer Price Index for Industrial Workcers(Genceral) suitably reflect
inflation, cspecially in respect of employees in the middic and high incomc groups? 1f not.
what alternative mecasurc can be used? What basc ycar-would be idcal?

Most associations have requested for full neutralisation of the Cost of Living Index at all
levels. Is the demand justificd?

Should D.A instalments be relcased vearly, six-monthly, quarterly or monthly”? Should the
rclcasc be automatic?

Compensatory Allowances

Is City Compcensatory' Allowance a sufficient compensation for the problems of a large city?
If DA and HRA provide full ncutralization, do vou think CCA should continuc? Is therc a
nced for changing the basis of classification of citics and the rates of CCA? If so. plcase
suggcst the revised basis and rates.

Having regard to the number of advantages available to personncl posted in urban arcas and
their gencral reluctance to serve in rural arcas, is there any justification at all for a City
Compensatony' Allowance? Should an allowance instcad be paid as an incentive for service
in rural arcas”

What modifications would vou suggest in other allowances like Hill Compensatory
Allowance. Winter Allowance, Bad Climate Allowance, Rcmotc Locality Allowance, Project
Allowancc. Tribal Arca Allowance, ctc.”

Should Non-Pracusing Allowance (now available to doctors and veterinarians) be abolished
and pnivate practice allowed? If not. should similar compensation be sanctioned to all other
profcssionals in Government or cven to all Government cmployees?  Should there be

-differentials in rates of NPA? If so. on what basis?

Q 4.10 How would vou decide whether a Risk Allowance is justificd for a particular catcgory of

Q411

cmplovees™ Should the allowance be replaced by Risk Insurance?
Housing
The level of sausfaction in provision of Government residential accommodation is just 23%

What should be the reasonable percentage satisfaction in provision of such accommodation”
Should 1t be made available by (1) capital outlay on Government colonics. (ii) hiring of
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prvatch: owned flats or (i) seimbursement of market rents actuathy paid by the emplovecs.
and to what extent under cach alternative?

Q 412 What arc thc difficultics encountered by cmplovees i scecuring  Govemment
accommodation”?  Arc these accentuated by crcation of distinet pools for specitied
catcgorics. allotment to non-catitled persons. non-vacation and allotment on out-of-tum
basis? How can these be resobved?

Q 4.13 Should Government charge hicence fee(rent) from its cmplovees for residential
accommodation” On what basis”

Q 4.14 Shoukd Government try to cnsusc that cach cmployce owns a housc on retircment? |s there
a casc for a scheme under which the employee buys the house from Government by paving
thc monthly rent, under a hirc-purchasc arrangement? Should some houscs be carmarked
in all Government-run or-controlled schemcs for allotment to its cmplovees”?

House Rent Allowance (HRA)

Q .15 The cxisting classification of citics/towns for the purpose of HRA is bascd on population
data derived from the decennial census. Would you suggest roclassiﬁcdtion of citics for
purposes of HRA and if so, in what manner? ‘The present HRA rates vary from Rs.150 to
Rs.1G00 per month. What should be the rclationship (cxpressed as a pcrccntagc) between
HRA:and (i) the basic pay and (ii) prevailing market rents? Should HRA be linked to the
Cost of Living Index?

House-building Advance (HBA)

Q 4.16 The admissible quantum of HBA is 50 times of basic pay or Rs.2.5 lakhs or actual cost of
construction, whichever is the least. This is further restricted to the repaying capacity of the
employee. What liberaligsations would you suggest in the HBA Scheme? Should the amount
of admissible advance b linked to the Cost of Constyuction Index? Should the rate of
intcrest be comparable to the rates charged by banks and PSUs from their employces?

Should Government at all subsidize intcrest in the context of the froe market economy”?

: Travellihg Allowance

Q 4.17 Would you suggest amy amendments to the Travelling and Daily Allowance Rules and rates
In pamcular to what cxtent should hotel charges be reimbursed by Government?

Q 4.18 In what manncr should the transfer grant, incidentals and baggage allowance be raised so
that transfers arc no longer vicwed as a punishment?

Transportation
Q 4.19 Should Government accept responsibiiity for. transportation of officers and stafT between

residence and officc”? How much should be charged for this? Should they instcad be asked
.to usc their personal vehicles and be paid a petrol allowance. tn cash or kind?
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Leave Travel Concession

(O 4 20 Should l.cave Travel Conccession Scheme be made more attractive by permitting travel to
the home town annually and anywhere in India bicnmally? Or should it be replaced by a
L.cave Travel Allowance” 1f s0. what shoutd be the amount” Should railway passes and
Privilege Ticket Orders be provided to all Government cmplovees on the same scales and
conditions as arc presently admissible to railway cmplovees or should these facilitics be
withdrawn cven for the latter?

Educational Allowances

Q 4.21 Do vou have any suggcstions in regard to the schemes of Children's Education Allowance.
Payment of Hoslc,l Subsidy. Rcimbursement of Tuition Fecs and Subsidy for the Purchasc
of Books? Should thesc be replaced by an anmual Education Grant?

Health Cover

Q 4.22 Docs the Central Government Health Service provide a satisfactory medical cover? Should
it be abolished or strengthened 7 Should employecs be required to contribute to CGHS?
If so. ho“ much? Do you think that mcdical facilitics developed by different departments
at the samc stations should be pooled and madc available to all employcees?

Q 423 In order to ¢nsurc adequatc medical coversge to “Government cmployecs, various
altcrnatives such as rcimbursement of all expenses incurred on obtaining treatment at
Govemment or private clinics and hospitals, with or without any ceiling, introduction of a
contributory medical insurancc scheme or payment of a fixed monthly mcdncal allowance
have been suggested. Which alternative would vou recommend and why?

Provident Funds
Q 4.24 Arc any modlﬁcahons necessary in the General Proyident Fund :Scheme? - Should it be
v oluntary" Should the rates of interest on deposits be intreased ? Will a trust be able to
managc the fupds better?

Q 4.25 Would vou reccommend a Contributory Provident Fund Scheme in lieu of GPF and pension,
at lcast for those who cnter Govérnment servicé late in life?

Insurance Coverage

Q 4.26 Arc you in favour of increasing thc amounts of insurance cover provided to employees under
the Grouf Insiitance Scheme? - If so, by how much?

Q 427 Do vou fcel that cmployces deployed on dutics involving risks to life and limb
should be insured for higher amounts? Should special provisions be made for
cmployces dying duc to violence or accident in the course of discharge of their
dutics? Should thése be =4~ anplicable to-all categorics or only to specificd ones?

Bonus

Q 4.28 Should bonus and similar ex-gratia benefits be abolished or extended to all Government
cmplovees?  Should payvment of bonus be finked to the productivity of {he Ministry/
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organisation” 1f so. what criteria would you suggest in respect of thosc. organisations. the
output of which cannot bec measured quantitatively?

dncentive for family planning

Q 4.29 Do vou think that the present increment given for promoting the small family norm descrves
to be replaced by a dump-sum incentive? If so, what should.be the amount? -Should the
incentive be’exteiided:to those who limit the sizc of their familics- without resorting 10
sterilization”?

Overtime Allowance

Q 4.30 Do vou favour completc abolition of Overtime Allowance, without any cxception
whatsocver? If not, what changes would you advocate in the system? Is payment of
honorarium in offices where cxtra work has to be necessarily disposcd of on a umc bound
basis in certain periods of the year a better option?

Leave
Q 4.31 It has been suggested that camed leave should be allowed to be accumulated upto 360 days
(as against 240 days at present), and be encashable to the extent of 15 days annually and
360 days at the time of retirement. What are your comments?
Q 4.32 Should half-pay leave be abolished or made encashable ? It has been urged that anv
deficiency in accumulation of carned leave at retirement should be made good by set-off

against the unutilized half-pay leave. Is this Justlﬁed‘7

Q 4.33 Is the present quantﬁm of maternity leave (90 days) sufficient? A demand has becn made
that patemnity leave should also be sanctioned. How would you react to this suggestion?

O 434 Would you favour a parity between industrial and non-industrial employees within the
Government in respect of their leave entitlements?

Welfare Measures
Q 4.35 Please’ commcnt on the adequacy of welfare measures like canteens, cooperative stores,
sports clubs, uniforms and protective clothing etc. What further measures would you
suggest?
Advances
Q 4.36 Should all advances for purchase of conveyances and computers be cqual to their actual
market prices? Should the linkage between the quantum of advance and the market price
be done away with?
Women employees
Q 4.37 Should therc be a reservation for women in Government scrvice? If so, what percentage

would vou suggest?
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Q 4 3% in what manncr should-disabilitics and discrimination suffcred by women in respect of -
recruitment. promotion, carcer development. working conditions. remuncrations or job
secunty be removed” What special facilities like flexible time-schedulcs. age relaxation.
child-carc scrvices. cqual opportunity. carly retirement plans cic arc necessary to improve
therr condition” ’

Q 4 39 Should a malc and female cmplovee marriod (o cach other be treated as independent entitics
for purposcs of cntitlement to accommodation, allowances. advancces. concessions ctc.”



Q 51

Q 52

Q 53

Q 54

SECTION V: ARMED FORCES PERSONNEL.
Conditions of Service

What steps should be taken to make cnlry into the Defence Servi nccs more auracu\c o
maintain the moralc of personnel and to cnsure their continucd retention? Plcasc identify
the arcas wherc conditiens of their scrvice need to be improved.

Restructuring

Kceping in vicw the changed geo-political and stratcgic environment and the lessons of
rccent wars, is there a scope for restructuring of the Armed Forces with greater cmphasis

“on technology than on maapower? In this context, what specific measurcs would vou

suggest 1o ensure the cost effectiveness of the defence apparatus?

‘There is an increasing tendency in recent yeas to deploy the Army in aid of civil power for

quelling intornal disturbances. . This has atiracted/adverse criticism. . The raising of the
Rashtriva Rifles as a Wing of the Army to specialize in internal security duties has also not
been vicwed favourably. What are the solutions to this complex and sensitive problem ?

Recruitment

It has been suggested that recruitment should be made only to the ﬁghtlng units of the
Armed Forces and after a short spell of about 7 years, some of the officers and men should
be laterally transferred, based on their -switability, to the non-combatant wings, the
paramilitary forces and civilian jobs. Also, that all civilian officers in the Central

. Govemment should have to undergo a compulsory two-year sting in the armed forces and

Q 55

Q 56

Q 57

Q 58

then remain as reservists, as in other countries., How would you react 1o these suggestions
7

Pay and Perquisités

What should be the basis for determination of pay scales for Armed Forces Personnel ?
What weightage should be assigned on a ten point scale to (i) parity with civil services, (i)
comparison with private sector, (jit) special and hazardous nature of duties, (iv) short career
span and (v) rcstncted rights?

There are definite requiremcnts both to keep the Forces young and to mect the aspirations
for faster and assured promotions. What changes would you suggest in the present pay
structure and promotion policies ?

How should the pay of a soldier, sailor and airman be determined ? How should it relate to
the minimum wage in Government and the pay of a constable in paramilitary or intemal
security forces ? ~

There is a demand that Ration Scales and Ficld Service Concessions should be uniformly
applicable, across the board, within the Armed Forces without any distinciion bascd on
rank Therc is also a demand cither for withdrawal of some of these concessions in other
than ficld arcas or for their cxtension 1o all similarly placed paramlhlarv forces. What arc
vour vicws on the subject ?

35



O 59 Is it possible to standardizc the period of service. pay structurc. cmoluments and scrvice
conditions among the three services ?

Q 510 Would vou suggest any rationalisation of the larz,c numbcr of allowances now available for
Other Ranks?

Q 5.11 Arc vou awarc of specific concessions which have becomc 100 tedious to avail of, duc to
cumbersome procedurcs involved, as in the issuc of Railway Warrants to jawans. Do you
think these procedurcs can be simplified, say by issuc of pre-paid coupons ? 1f so, how ?

Retirement Benefits

Q 5.12 Should there be any chany  n the ages of supcrannuation? - Is thicre scope for a Voluntary
Retirement Scheme ? If so, please suggest an appropriatc scheme.

Q 5.13 Is it fcasiblc to have one-rank-one-pension ? s the scheme for payment of Onc.time
Increasc the right solution for: roducmg the differcnce in perisions between prcscm ‘and past
pensioners ? :

CSD.

Q 5.14 Would you suggest any modifications in the cxisting arrangements relating to Cantecn

Stores Depots ?-
Ex-servicemen

Q 5.15 WHiat more can be done to rehabilitate and improve the lot of ex-servicemen ? Should there
be a protection of last pay drawn for: those re-emiployed in civil services ?
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6.2

63

64

6.5

6.6

6.7

SECTION V1 : RETIREMENT BENEFITS
Age of retirement

It has been widely suggested that in view of the longer lifc-span of lindians and the practice
in other countrics, and in order to utilizc the expericnee and expertise of senior officials. the
agce of supcrannuation in government should be raised 1o 60 years, if not to 62 ( 65 vears
for scicntific. tngincering and medical personncl). Would vou agree? Should the increase
in age of supcrannuation be of universal application or be restricted only to thosc fulfilling
certain specified conditions and pre-requisites, such as physical and mental fitness, and afier
following appropriatc screening procedurcs?

Should thc age of superannuauon in Central Police Organisations be at par with other
services instead of 55 years, as at present in somc of them, or should it be reduced with full
pensionary benefits to maintain a voung profile, considering the nature of dutics being

performed by them ?
Qualifying service

At present, the qualifying scrvice for carning full pension is 33 vears. Reduction of this
period to anything between 20 and 30 years has been demanded. It has also been suggested
that enhanced pension be paid for service in excess of 33 years. What do you recommend?
Should emplovees with less than 10 years' service also be entitled to pension?

Amount of pension

At present, pension is computed at: 50% of the average emoluments drawn during the
preceding 10 months. It has been suggested that the percentage be raiscd to anywhere
between 60 and 100 and the amount determined based on the average emoluments of the
preceding 3 or 6 months or even the last pay drawn. Further, that the rate of pension be
enhanced by 5% every 10 years after retirement. How do you react to these suggestions?

How should minimum pension be determined? Should it bear the same relation to minimum
salary as retiring pension bears to average pay on completion of qualifying service? What
amount would you consider reasonable at this stage?

Dearness Relief

It has been urged that dearness relief on pension should be given on the same scalc as
dearness allowance for serving employees. Also, that there should be full neutralisation.of
cost of living for the higher levels. Would you agrec ? Should dearness relief continue to
be paid on the commuted portion of the pension as well, as i1s currently the practice ?

Family Pension

At present. famuly pension is 30% of last pay drawn upto Rs. 1.500. 20% for pay between
Rs. 1.500 and Rs. 3,000. and 15% for pay above Rs. 3,000 subjcct to certan-prescribed
minimum and maximum limuts. It has been suggested that it should be equal 1o pension/pay
last drawn. Is this justified? Should there be a ceiling of Rs. 1250 for family pension as
at present”?  Would vou like to suggest any-other changes in the Famuly Pension Scheme?
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Gratuity

Q 68 Gratwty is currently paid ‘@ 15 days' pay for cach completed yvear of service. subject to a
cciling of 16 1/2 months' pay or Rs. onc lakh, whichcver is less. It has been suggested that
this be raised to onc month's pay for cach completed vear of scrvice. and the present ceilings
removed. - Do vou agree? . Should “pay” include all allowanccs. instcad of being confined
only 10 "basic pay" as at present?

Q 6.9 Would you suggest the replacement of gratuity by an incrcasc in the quantum of pension
9
Compulsory retireméent

Q 6.10 Have you any suggestions in rcgard to the present procedure for compulsonly retinng an
employee in the public interest?

Voluntary retirement

‘Q 6.11 Currently, employces with 20 ycars' scrvice can seek voluntary retirement and receive a
weightage of five years. [t has been suggested that such retirement be allowed on
completion of 10 vcars' service, with weightage of 50% of the remaining service. Do you
agree? Do vou have ‘any alternative scheme of voluntary retircment involving a golden
handshake to suggest?” '

Commutation

Q 6.12 At present, commutation of pension is permissible to the extent of 33 1/3% and full pension
is restored after a period of 15 years. It has been proposed that the extent of commutation

be raised to 50% and restoration take place after a period ranging from 7 to 12 years. What
do you suggest? Should commutation also apply to family pension?

Other benefits

Q 6.13 I there any case for grant of other benefits like House Rent Allowance, Citv Compensatory
Allowance, House Building Advance, Leave Travel Concession, Bonus etc. to pensioners?

Medical Cover

Q 6.14 What kind of medical cover ranging from CGHS to reimbursement of medical expenses,
medical insurance or medical allowance would be appropriate for pensioners?

Past pensioners

Q 6.15 It has been suggested that-all liberalisation in pension structure and rates should be made
applicable retrospectively. s the demand justified? How can broad parity between past and
present pensioners be achicved?

Pension Fund
Q 6.16 Would it be feasible to have a Pension Fund, with contributions from the Government

and/or the cmployccs, and thus provide for a contributory pension that may be higher than
the present rate of 50% and cven reach the Ievel of last pay drawn?
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- SECTION Vil : ADMINISTRATIVE REFORMS
- Role of Govt.

Do you fee! the role of the Central Govt.: should be redefincd by (1) transfernng most of the
ficld functions to Statc Governments, local bodics and NGOs, (ii) cntrusting scrvicc
functions on contract to privalc agencics and (iii) withdrawal of the public soctor from non-
core non-stratcgic arcas? Which centrally sponsorcd schemes should be transferred to the
States 7

- Effectiveness

In what specific ways should the effectiveness of Government be enhanced by bringing

about cnvironmental changes (laying greater cmphasis on management rather than
admunistration, accountability, sensitivity, performance-orientation cic.), and organisational

changes (-simplification:of procedurcs, cmphasis on goals, makmgmsmuuons organic

rather ﬁnn mochamsuc, etc)" :

How can training of employos be madc morc uscful in mcrcasmgcﬂ'ecu\m and
professionalisation of thc Government? Should an employee be made to serve in a'related
department for a specific period in order to cnsure optimum utilisation of skills acquired
through training?

Please suggest in detail how the effectiveness of deannmit can be enhanced by

. automation, computerisation or other improved methods of office management?
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78

79

What, in your opinion, arc the main factors that prevent expeditious decision-making in the
present set-up? -What measures, including enhanced organisational autonomy and

 delegation of powers, would you suggest to overcome these?

" Openness

+

Are openness and public participation in Government adequate? lsthacaneedforgrwu
. openness and transparency by dispensing with provisions like the Official Secrets Act in
respect of non-sensitive activities of the Government? Should Government employees be

allowed to air their views in public or to higher authorities, where the public interest so
demands? '
Officer-oriented system

Should the Government shift over to.an officer-oriented structure ( as in the Dsk officer
system of the Central Scarctariat) in certain Departments? If so, identify such departments.

" Reduction in Govt. machinery

Do you wunk that with ongoing liberalisation, certain Govemment Departments have
become largely or wholly redundant? If so, kindly identify such departments.

Is there an avoidable overlap of functions amorig some Ministrics , Departments or.

- organisations of the Central Government? If so, please identify such organisations along

with the arcas of overlap.



Q 7.10 It has been supgestéd that the only tffeetive way of thmnmg the flab in Government is to
impose a onc-third.cut. across the board. in all cadres and services, to be achicved within
the next ton vears. This can be donc by: abolishing all posts that fall vacant and by
drastically reducing the infake. Plcase comment on these - asurcs and others which you

mav hke to sugpest

Q 7.11 Is there a scopefor reorganising the numcrous sceurity and policc organizations crcated
from time to timic. in order to reduce their number and overall sizc?

Q 7.12 Arc vou awarc of any outdated work norms laid down by Govermment for sanction of
additional units or stafT in an organisation? If so, pleasc suggest revised norms that should
be adopted in thesce cascs?

Abolitien of feudalism

Q 7.13 Should all vestiges of feudalism in the country like huge residential bungalows sprawling
over several acres, large number of scrvants' quarters, retinucs of personal staff, bungalow
peons, usc of uniformed personnel as batmen or on unnecessary sccurity or ccremonial
dutics éte. be abolished? Please make concrelc suggestions.

Specific proposals
Q 7.14 Please outline specific proposals which could result in

(1) Reduction and redeployment of
stafl,

() Réduction of paper work,

(i) Better wotk environment,

(iv) Economy in expchditure,

(v) Professionahisation of services
(v1) Reduction in litigation on service:

matters

New concepts’
Q 7:15 Do vou think thc concepts of coritractual - appointment, part-time work, flexible job

descnption, flexitime etc. need to be introduced in Government to change the environment.
provide more jobs and impart ﬂexlblhty to the workmg conditions of employees?

Q 7.16 Should there be lateral movement from Govcmmcnt to non-Government jobs and vice-
versa? If so, in \ﬂnch spﬁcrcs and to what extent? :

Q 7.17 1t has been suggested that existing Government cmployocs should be encouraged to shift
to employment on contract for specified periods in retum for a substantially higher
remuncration package. Would you agree ?

Performance Appraisal

Q 7.18 In what way should the prescnt system of performance appraisal be changed? Should the
ACR be an open documcnl" How far has the introduction of s¢lf-assessment helped in the



pracess ol appraisal 7 Should appraisal be done for an cntire tcam instcad of for individuals

Q 7.19 In what manner can Government cmployees be made personally accountablc for their acts
of omission or commission, without anv special safcguards? Would you recommend any
amendments to Articlc 311 of the Constitution, Scction 197 of thc Code of Criminal
Procedurc. Scction 17 and 19 of the Prevention of Corruption Act, 1988, and various rules
relating to conduct of Government servants and disciplinary proccedings”

Q 7.20 tn what manner should the work of honest, dynamic and cfficicnt officials be rewarded?
Transfer and Promotion Policies

Q 7.21 How can it be cnsurcd that mid-term transfers of officials involving short tenures are not
resorted to on considerations other than purcly administrative?

Q 7.22 How should promotion policies be modified to ensure that seniority, merit and professional
qualifications get duc weightage? At what stages and to what extent should direct recruits

be inducted? Should promotions be assured at all 10 cach cmployee? If so, to what extent?
Should promotions be time-bound and delinked from availability of posts?

Q 7.23 It has been suggested that a departmental examination should form the basis for assessmen
of merit for purposes of promotion at cach level in addition to the ACRs. Plecasc comment.

Holidays
Q 7.24 Kindly comment on the appropriateness of adopting a five-day week in Government offices
when other sectors follow a six-day week. Pleasc also state whether the number of

Gazetted holidays in Government offices should be reduced?

Q 7.25 What do vou think is the state of work ethics and punctuality in Government offices ?
Kindly suggest ways of improving these.

Conditions of service

Q 7.26 Please cite any condition of service or rule the introduction, modification or rémoval of
which would improve the morale and efficiency of public service.

41






Appendiy - 111

4 Stont Hote on Tnadeguacy of

DATA REQUIREMENTS OF A PAY COMMISSION |

Our requirements  [1].1 The terms of reference of Pay Commissions, inter alia, require

of data them to make recommendations on pay and altowances and conditions of service
of Central Government employees bearing in mind the trends and conditions of
service prevailing clsewhere and the resources of the Central Government. This
necessanly requires data on the various aspect= of -

a) Siu of Central Govt. employees

b) Pay and allowances of Central Govt. Employees

9] Pension and Retirements benefits

d) Recruitment and Promotion Rules

) Structure of emoluments, allowances and conditions of scrvice as

it prevails in the State Governments, public sector, private sector
and in other countriés.

QOualitv of Daa 111.2 We.too were in necd of the above information and like all the
previous'Pay Commissions faced a host of problems pertaining to data with
inadequate, unreliable, dated and incognate information.



Size of Central
Govt emplovees

Pay and
allowances

Pensions

THE AREAS Of INADEQUACIES

HL3 There are several sources reporting on the size of
Government employees. The Census of Central Govt. employees published
by the Directetate General of Employment and Training (DGET) in the
Ministry of Labour and the Expepditure Budget are amongst the main
sources on the size of the civilian employment in Central Government. The
Economic Survey and the brochure titied "Pay and Allowances of Central
Government Employees” brought out by the Pay Research Unit in the
Ministry of Finance also contain some information on the size of employment
in Central Government. The Department of Personnel and Training too
maintains soge information on this subject. Surprismgly, not only docs the sizc
of éivilian employment reported by thesé sources vary, the rate of increase reported
also varics. (Scc Table I11.1 and 111.2) While most sources show an tncrcasing
trend durieg the period 1988 to 1992, the Depatment of Personncl and Training
statistics shows a decling i Central Government empioyment between 1991 and
1992. This inconsistency is probably because there is no uniformity in the way in
which the target population, is defined by these sources. The Census of Central
Government Employees, which is the most scieatific reliable and comprehensive
source on the size of Central Government, is found to be dated and is published
with a lag of 4 10 5 years with the latest information being available for the year
1991 only

1.4 Regarding Pay and Allowances, the Pay Research Unit (PRU) in
the Department of Expenditure under Ministry of Finance brings out a brochure
titled "Pay and Allowances of the Central Government employees”. This brochure
contains information only on total expendituge on pay and allowances drawn by the
Central Govemment employees. What this brochure does not contain is the pay-
scale-wise distribution of the number of eraployees drawing a particular allowance.
Details on allowances have also been omitted. In the case of travelling allowance,
separate information on the amount being spent on tours and transfers is not
available. Details of other Compensatory Allowances such -as Special
Compensatary Allowance, Special Duty - Allowance, Night Duty Allowance, Risk
Allowance are not available. No information is available on the number of
employees claiming, HRA, HBA, or availing themsclves of Leave Travel
Concession etc. This information should be built into the brochure brought
out by the PRU. Unfortunately, this brochure is also published with a time
lag of over two to three years.

1.5 The other area where information was found to be rather scantily
available was pensions. There appears to be no authentic information on
pensioncrs before the year 1991-92. Though the Central Pension Accounting
Officc sct up in"1990 has dane commendable work in computcrising civilian
pensions and brings out an annual publication of "Acceunts at a glance”, which 1s
our chicf source-on pensions, glaring data gaps still main. No information on
“total" pensioners or "total” family pensioners, their sprcad across pehsion ranges
and dcpartments is published though some information on ycar-wisc retirecs is
available. Simlarly, the age profile and mortality figurcs among pensioners are not
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Recruimment and
Promotion Rules

Pay structure and
conditions of
service elsewhere

The need for
galvanizing
information
gathering
mechanisms in

Government.

available. It would be rewarding to tabulate the past trends on pensioners tll as
long back as possible and make some projections on future retircments, payv scale
wisc and ministry wise.  This will in many wavs help the personnel policy in
Government.

1.6 No information was available inhouse on-the Recnintment and
Promotion rules (R&P) associatcd with the 40 lakh odd civilian posts in

‘Government. The collection of the R&P rules from the various departments was

a hereulcan task and took a considerable amount of our time. The Department of
Pcrsonnel and Traiming being a nodal Ministry should ideally centralize this
information. Also there appcars to be some scope for simplifying these rules so as
to make it possible to computerize the information contained in the R&P Rules.
This would facilitate job cvaluation and make it casier tocstablish cquivalences
between jobs: ‘

17 No information was availablc on the pay structure and scrvice
cenditions of employces in the Statc Governments, Public Sector, Private Sector
and countries abroad. The result was that we had to collect and collatc information
on thesc subjects on our own. This took a large part of our time. Wc fecl that the
latest trends on pay, allowances and conditions of service available clsewhere.
should be readily available to Pay Commissions. Centralizing information in the
above arcas will also facilitate the overseeing and implementation of a National
Wage Policy being recommended by us elsewhere.

OUR SUGGESTIONS FOR THE FUTURE

1.8 In the absence of the above information being readily available to
us, the onus of collection and compilation of information under these heads came
to rest on us. This severely burdened the Commission. We observe that
Governments abroad have been at great pains to maintain centralized statistical
information systems needed for the purpose of pay revisions. While there exists
a Dcpartment of Personnel and Training, a Pay and Research Unit in the
Department of Expenditure, a Directorate of Employment in Ministry of Labour
and a Central Pension Accounting Office, charged with the responsibility of
carrying out some of the above tasks, we feel that these cells in the Government
will need to be galvanized sufficiently so as to generate suitable information
gathering mechanisms in the arcas mentioned above. We have clsewhere also
suggested the setting up of a permanent wage body for maintaining and updating
the basic data on pay and allowances on a continuing basis.
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Annexe JIT1

{takhs)

Year Expendi- Economic  D.O.P.T. D.G.E.& T. Pay

ture Survey - - ~ Research

document Reqular ' Non-reqular Unit

of the’

Central

Budget

(as on 1st

March)

i. 2. 3. 4, 5 6. 7
1954 N.A. 33.11 32.42 36.14 3.91 N.A.
1985 N.A. 33.29 33.70 N.A. N.A. N.A.
1986 N.A. 33.46 34.56 N.A. N.A. N.A.
1987 N.A. 33.50 34.46 N.A. N.A. N.A.
1958 38.83 33.51 33.37 36.99 3.82 N.A
1989 39.69 33.85 34.64 37.48 3.70 N.A.
1590 40.63 33.97 34.77 37.74 3.41 N.A

ix
1991 40.32 34.10 37.35 33.13 3.47 33.30
1992 41.39 34.28 36.59 N.A. N.A. N.A.
3 &
1993 39.72 33.83 35.30 N.A. N.A. 41.44
%
1994 39.49 33.92 N.A. N.A. N.A. N.A.
*
1995 39.88 N.A. N.A. N.A. N.A. N.A.
Percentage Annual
increase over
previous vear
1939 2.21 0.41 3.81 1.32
1990 2.37 0.06 0.38 0.69
1991 0.47 0.38 7.42 1.03
1992 1.40 0.53 -2.03 N.A

"% Excluding Delhi. )
xx Relates to 1.7.1991
@ Relates to 31.3.1993
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Total Civilian Employment irn Centrai Government
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Unlike other two collcagues who had worked inside the statc apparatus for long
periods, [ was a total outsider who had faced the bureaucratic sct up in all its raw forms in an
anonymous manner. This is the background.with which I joined as part-timec Mcember of the Fifth
Central Pay Commission (FCPC for short) and I tricd to press the outsider's perspective in the
functioning of the Central Government machinery. With the compact threc-member Commission,
cach one of us realised the paramount need to minimisc dissent in order not to dilute the
" recommendations of the Commission and each onc of us tricd his best to accommodate the view
point of the others with mutual understanding and respect for the individual position. The
recommendations in the report reflect the end-result of these efforts. This note is an expression of
those disagreements which still persisted despite sincere endeavours.

2. There existed a deep conflict between my self-scrving personal interests and the
professional judgement. Being a university teacher, even though my scales and service conditions
remaincd formally outside the purview of the FCPC, I knew that they would later be extended to me
in a some form or the other. I realised, however, that 1 was appointed to the FCPC in my
professional capacity and there was nced to over-ride personal interests. This may be kept in view
in reading this note.

3 I may start by.explicitly stating my dominant perception that on an average, a
Central Government cmplox ce is underpaid but also underemployed and hence underperforming.
A thirty per cent reduction in the number of employees across the board over a ten year period
recommended in the Report and reitcrated at scveral places is an admission of this perception. This
1s admittedly not an optimal procedurc but a compromise between rationality and feasibility, the
latter taking into account the socio-political constraints in downsizing the Government machinery.
My friends within and outsidc thc Government maintain that cven this may prove ambitious. But
an explicit reccommendation in an official report would at Ieast open up the unpleasant matter for
public debate which we as a socicty had been refusing to confront i the face. This has been the
starting point in all countrics - developed and developing - which have carried out successful reforms

m public administration.
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4 * There has also been a strange and unjustified dichotomy i social perception that
when it comes to welfare activitics. it 1s the Government's obligation trrespective of costs and that
when 1t relates to efficieney 1t 1s the function of the market forces.  The welfare activitics of the
Govemment arc taken to be confined not just to what the Government docs for the welfare of social
groups through various activitics but also to dircetly providing jobs in the Government irrespective
of functional requircments and without bothering whether they make positive' contribution to the
legitimate corc functions of the Government in a cost cffective fashion. This mindsct also permcatcs
the lugh level burcaucracy which mostly acquits itsclf creditably while dealing with cnisis situations
where immediate rghef irrcspective of cost is the dominant consideration. In routine matters. the
samc burcaucracy operatcs as a procedurc-oricnted rather than result-oriented machinery. It is
accountable to the procedures as if the procedures constitute an end in themsclves. Even here.if the
procedurcs had been transparent and simple. the objective application of procedures would have led
to desired results. Impersonal and impartial application of clear procedures is tndeed the hallmark
of cfficient public administration. However, in our context, the set of complicated and non-
transparent procedures which are generally used to obstruct the result, can be deployed to get the
desired result if you happen to know somcbodv in the burcaucracy. This results in a personalised
public administration which defeats its very spirit. This takes perverse forms when the size of the
burcaucracy is larger than nccessary and consequently the pay lower than adequate. This is reflected
in the widespread dissatisfaction with the quality, reliability, and timeliness of service in public
administration. On rational grounds, thercfore, drastic reduction in size is a pre-condition for salary
revision. This precondition is difficult to satisfy given the job sccurity regulations. Oncce the
constraints imposcd by job sccurity and oversize are accepted, the desirable salary increascs have
to be lowered to meet the imited salary budget.

3 The rational use of existing manpower is further constrained by the segmentation
into large number of cadres with no lateral mobility across related cadres and in most cadres, batch-
wise scniority is maintained even in supersessions which are confined only to those within the same
batch. The situation is further complicated by considerable diversity along geographical.
professional, work-load and responsibility dimensions on which an attempt is madc to imposc
uniformity in terms of equivalences in hierarchical positions, scales of pay and service conditions
resulting in various horizontal and vertical relativities which have assumed unjustified sanctity over
the years. Judiciary and CAT judgements have also played their role in perpetuating them. In this
environment any one isolated action in one part of the system is bound to disturb the horizontal and
vertical relativities and gencrate reverberations throughout, leading to spate of litigations regarding
anomalies. In this atmosphere, individual efficient employees cannot be rewarded nor can the
shirkers be punished. Equally, any action taken in the context of one service at oné level needs to
be cxtended to that level in all the related services. Trade union pressures further reinforce the
existing ngiditics in the rational usc of manpower. The rigiditics also work toward raising the salary
bill.

6. The precarious {iscal position of the Central Government needs no repetition. The
situation i most Statces is much worsc although 1t has not prevented them from being extra-liberal
to their own emploveces oficn at the cost of long-term development. If the Centre tries to emulate a
few reckless States, it gencrates spillover effects in other States thereby contributing toward the
deterioration of their fiscal position. Apart from its own scrious fiscal position, this reinforces the
need for the Centre to be morc restrained and conscrvative. The central public sector undertakings
(PSUs) have also been granting liberal concessions to their employees through periodical wage
scttlements. But the recent decision to decentralisc these settiements have at least permitted certain
PSU-specific viability conditions being taken into account although the trade union pressurces arc
cqually strong in the PSUs as well. This has not vet been possible in the Cential Government.
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1. Retirement Age;

7.

Onc major arca where [ differ with my collcagucs relates to the age of retirement

My collcagucs have recommended an increasc in the age of reurcment from 58 years currently to 60
vears and arc taking the credit annually for Rs. 1500 crorcs for two vears had the cmployeces retired
at the age of 58 ycars at present. Given the resource strapped position of the Government, this 1s
indeed a tempting proposition. 1 am not in favour of this move and would like to maintain the status
quo. My main rcasons arc as follows:

)

(1)

(iii)

The grounds mentioned in the report for raising the age of retircment (para 141.14)
would be lcgitimate only if the size of the Government had been right.  As
mentioned in Chapter 27, overstaffing in the Central Government is conceded in
the recommendation for 30 per cent reduction over the ten year period. By
extending the age of rctirement, the normal annual reduction duc to this factor
would be postponed by two years. This is clearly not desirable for downsizing.

Sccondly, the report also rightly cmphasizes at various points that the role of the
bureaucracy has to change from being a controller to a facilitator. This requires a
drastic change in the mindset which becomes all the more difficult, the higher the
age. The experience in the last six ycars indicatc that while a few have indeed
succeeded in bringing about the required change in the mindset, a large majority
has not. This provides the second substantive argument for not accepting the
recommendation in the report. This also calls for changing the training procedures
at the younger ages where the mindset can possibly be moulded more easily.

Thirdly, there had been considerable expansion in the intake of new recruits in
group A starting with the 1960s but gradually accelerating in the 1970s and further
in the 1980s. This expansion is most conspicuous in the elite Indian
Administrative Service (IAS). According to the civil list (as on st January) the
stock of directly recruited IAS Officers with service of 30 years or morc went up
from 95 in 1981 to 170 in 1986, 289 in 1991 and 456 in 1996. This more than
Tour-fold expansion in the matter of 15 years has resulted in (a) the clamour for the
creation of additional high level posts, (b) IAS Officers occupying technical and
other positions as parking places before getting regular postings; -and (c) stagnation
resulting in frustration. The number of Secretary level positions in the Central
Govermnment oecupied by the IAS Officers has indeed more than doubled from 36
in 1984 to 74 in 1996.- This is correctly criticised in the report (para 47. 23): "The
result of such indiscriminate creation of posts is that each post thereby becomes
less important and effective, and therc are a large number of posts that have no
work and authority. A littie understood result is the poaching that takes placc on
the preserves of other services, who resent encroachment."Para 47.24, therefore,
recommends "30 per cerit reduction in the authorised strength and filled 1a posts 1n
the all India Services". Whilc endorsing the recommendation wholcheartedly, it
would be useful to point out that the problem of stagnation in IAS is going to get
progressively worse. The 1996 Civil List of IAS shows that in addition to the
stock of 456 Officers with service of 30 years or more as on Ist January, 1996, the
following numbecr of officers existed in different intervals of experience.

1 <



. AN
Interval of experience  Number

in year
2530 456
20-25 633
15-20 643
10-15 . . 727

Thus. cven without increase i the retirement age. in coming vears. there 1s going to be considerable
overcrowding at the lugher level. This will only become much worse with the increase in retircment
agc  The statements quoted from para 47.23 would hold in considerably accentuated from with
adversc.impact on other serviees which have already been bitterly complaining about stagnation and
other consequences mentioned in para 47.23.

8. In the forcgomng arguments, | have not taken into account the life-time obligations
m terms of pension and other post-retirement benefits. These would only reinforce the arguments.
In my judgement. therefore. deleterious long-term conscquences of an increasce in retirement age
would far outweigh the illusory financial "savings” in the two years estimated to be Rs. 1500 crores
per vear without any firm data base (Scc Para 170.7). :

Il. Hvousing Facilities:

Y. Para 112.48 recommends major changes in the housc-rent allowance (HRA). It
introduces a new A-1 category ¢itics with population exceeding 50 lakhs and HRA amounting to
30% of the maximum of the pav scales and the A category cities between 20 to 25 lakhs and HRA
amounting to 15% of thc maximum of the pay scale. These constitute significant increascs
compared to the past involving an estimated additional expenditure of Rs. 2000 crores (para 197.4).

10. While conceding the seriousness of the housing shortage in big cities and the
bardships involved in commuting long distances, | am not convinced that the suggested solution in
112.48 is the nght onc. The correct solution is either to increase the stock of houses in the big cities
or to rclieve the pressure by inducing out-migration. The latter option being closed, the former
option is not going to be advanced by the suggested recommendation.  The major outcome of the
recommendation would be;

a) Some Government employees would be induced to move into their own house/flat
and hence relicve the pressure on existing Government accommodation in short
supplv:

b) Landlords would hike the rents in order to reap the additional rental incomes.

Compared to the present position, for A-1 cities, HRA increase is 6.4 times for
Peon, 4.6 times for Supcrvisor and as high as 7 times for the group A officers.

11 Both (a) & (b) would possibly and temporarily help the Central Government
cmployeces at the cost of those who are not fortunate to be in the Central Government service. This
is not a desirable outcome

§2 tn order to alleviate housing shortage. 1t 1s necessary to convert the existing
Government owned houses mnto mulu-storey flats and also substantially raise the current charges to
the occupants of Government houses which do not even cover the maintenance charges. Stecp
increase i HRA 1s not the solution.
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IH. [.eave Travel Concession (LLTC)

13 The report has recommendced - hiberalisation of LTC m two dimensions (a)
encashment of carned Icave upto 10 days along with LTC 1o the extent of a total of 60 davs in a
carcer span (para 121.5). and (b) all Senjor Exccutives (Joint Sccretaries and above) should be
permutted to travel by air or AC First Class at their option, on LTC and all other employees by rail
by the entitled class on official tour (para 121.6). Itis also mentioned that some 13 (out of some 200
odd) public scctor undertakings, scveral nationalised public scetor banks and five State Governments
(Tamil Nadu, Gujarat, Himachal Pradesh, Mcghalava and Assam) also permit air trvel on LTC.

14 1 do not support this move becausc of significant financial implications not only for
the Central Government but also its spill-over effect on the Statc Governments whosc fiscal
positions arc known 1o be very precarious. Under the existing rules, outlay on,LTC has increased
from between Rs. 30 to 40 crores in the mid-cighties to Rs. 82.5 crores in 1993-94 (Table 38.4).
With liberahisation in the two dimensions mentioned above, much larger number would come
forward to avail of the facility. Morcover, with progressively rising air and train fares, the outlay
is likely to explode thereby putting a significant burden on the exchequer. With overcrowding even
in the clite IAS discussed earlier in connection with retirement age, the number of officials of Joint
Sccretary level and above would progressively increase from 626 as on 1st February, 1996 thereby
raising the number cligible to travel by air on LTC. The case with PSUs and Nationalised public
sector banks cannot be compared as their outlays on LTC do no come from the central exchequer.

Iv. Income Tax

15 The report states: "Much though we would have liked to make the full emoluments
of Government cmployees net of income tax, we have decided to start with allowances and
pensions only, as a first step” (para 167.6, emphasis in original). It, thercfore. recommends that

(a) all allowances of Central Government employcecs, including those of various union
territories, may henceforth be paid net of taxcs, (para 167.10);

(b) the tax concession be extended to such part of DA as may be converted into
Dcarness Pay from time to time (para 167.10); an~

(c) pensions of all retired Central Government employees may be paid net of taxcs
(para 167.11)

16. 1 do not support these recommendations because the provisions of income Tax Act -
must apply equally 1o all citizens whether they are Government employees or not. At the time of
approving the changcs in direct taxcs cvery year, the Parliament s expected to take account of
legitimate ¢xemptions and appropriateness of rates to reconcile the conflicting objectives of revenue
generation and equity. Once this is donc, no segment of the population should be given extra
concessions in any form to get around the provisions. '

17. I.am even morc concerned that the “first step' is towards the ultimate goal in the
quotation above from para 167.6, namely "to make the full emoluments of Government cmployecs
nct of Income Tax" which “circumspection’ has prevented them from recommending. The argument
given in support of this goal is ", it is a fact that it has not been possible for us to fully meet the
aspirations of Central Government cmployces in respect of both salarics and allowance” (para
167.3). 1t is uscful to remember and | am surc my collcagucs arc rcasonable cnough to recognisc that
salarics and allowances arc to be determined mainly with reference to dutics and responstbilitics and
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only sccondarily with reference to the aspirations relating to the life-style. Sccondly. 1f and when
ngl;wi/mg takes place. the argument would not apply. Finally. as the report itsclf recogmses. cven
though legally possible, 1t would not be cquitable "to trcat Central Government ciployees as a
special category for purposcs of Income-tax”. (Para 167 4)

V. Dearness Allowance

18 The report recommends that "inflation neutralisation be made uniform at 100% at
all levels” (para 18.8)

19. The samc paragraph offers the defence of the recommendation in terms of the
following arguments :

0] "Minimum-maximum ratios fixed by the Pay Commission should have some
sanctity and stability” and that "it cannot be allowed to become a plaything in the
hands of an erratic CPI,"

(11): "Unbalanced external relativities' with "the lifting of the ceilings on privatc sector
and the salarics in the public sector getting linked to productivity™:

(1) "Unjust practice of differential neutralisation’ as "the government is unable to pay
comparablc salaries at higher levels to its officers in spite of the cnormity of their
tasks and higher level of responsibilities."

20. These grounds are taken to override the argument of “vertical cquity' accepted by
the earhier Pay Commissions (para 118.2) in justifying the differential rates of neutralisation.

21 I am not persuaded by the defence for the following reasons:

(1) First, the original justification for DA was the premise that inflation affects
everybody equally and some minimum subsistence level should be guaranteed to
everybody independently of prices. This yielded the industrial DA system by which
all employees were compensated with equal absolute amount per point increase in
the Consumer Price Index. Consequently, the percentage of DA to salary declined
with a rise in salary levels in the hierarchy. This "point basis' was linked with
percentage neutralisation according to basic salary level in the Fourth Central Pay
Commission (CPC). This was a deviation from the original premise. It can
possibly be rationalised by arguing that the minimum subsistence levels differ at
different levels in the hierarchy and it is these levels at their minimum in cach
“grade’ should be protected against the price rise. This provides the justification
of "vertical equity' in terms of declinjng percentage of neutralisation. Acceptance
of maximum-minimum ratio in combination with the recommendation of declining
percentage neutralisation by the Fourth CPC shows that the former was to be
subject to the "vertical equity’ considerations and was not cxpected to remain stable
in a rigid fashion.

(1) Sccond, the maximum-minimum ratio itself has no objective sanctity. The present
FCPC has arbitrarily fixed it at the same level as the Fourth CPC. It would also be
uscful to remember that the ratio compares basic salaries only and docs not take
account of non-monctised perquisites. Inclusive of these perquisitas, the ratio
would be higher.
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() Third. the "unbalanced cxternal relativity' obscrved n the last five Lo six years
cannot be assumed to remain stable as the payv-packets in the private corporatc and
public scctor cnterpriscs are bound to be linked to their commercial fortunces and
performance. This is not the casc in Central Government scrvice.

(iv) Fourth. the argument of "unjust practice of differential ncutralisation’ is linked to
the nability of Government to pay comparablc salanies at higher levels in spite of
cnormity of tasks and higher levcls of responsibilities. This has to be taken in
conjunction with the “creation of unnecessary posts' (para 47.23 quoted carlicr) and
“the tendency s to create morc and morce posts at the higher levels in order to
accommodate a high percentage of officers in scnior assignments” (para 47.25.

22, 1 am, therefore, not convinced that thc maximum-minimum ratio must override
‘vertical equity’ resulting in 100% neutralisation at all levels. While the case can be made for
reducing the percentage neutralisation or tightening the corresponding salary limts for applicability,
at least the status quo is warranted.

VI. Promotion Policy

23. The current empanelment procedurcs for Additional Secretary/Special
Secretary/Secretary need to be made more open and transparent. The special committee currently
assisting the Cabinet Secretary should include at least one non-IAS outsider who can take a detached
view neutral to different services. This would also partially alleviate the resentment felt by other

Group "A' services.

24, The current procedure especially in IAS does not permit inter-batch comparison for
empanelment. With the increase in the numbers over the years there is much weaker reason to
believe that everyone in an earlier batch would be uniformly superior to everyone in a subsequent
batch. Some more stringent screening procedures need to be devised by which eligible number from
each batch can be reduced and at least two consecutive batches can be considered for empanelment.
lunderstand that in some Central services with small batch sizes, inter-batch supersession has been
taking placed. While it would cause some heart burning as any change in the status quo does, it
would generate incentives for the efficient younger officers to strive harder and aspire for fast-track
promotion.

25. Currently, all the Secretaries get the identical pay. This was possibly sensible when -
the number of Secretarv level posts were strictly rationed. The number of Secretaries to the
Government of India increased from 45 in 1972 to 61 in 1984 and 107 in 1996. This is in line with
tendency noted earlicr from chapter 47. The justification for having identical salary for such a large
number is very weak indeed. Therce 1s, therefore, a good justification for creating a scale for
Sccretaries. The details need to be worked out. But it could start at a lower level than suggested in
the new scale and go almost upto the level of the Cabinet Sccrctary. The range should be such as
to accommodate the differences in the workload, duties and responsibilities after taking account.of
30 per cent reduction recommended in the Report.

26. In addition. fixed time contracts.can be offered for the top positions not only to
outsiders but also those from the subsequent batches who arc willing to switch to contract basic in
return for fast track promotion. In such cases, clear cut performance criteria necd to be evolved. For
this purpose. the experience from New Zealand and England could be considered.

27. | have dealt with the question of promotion and competition {from the top level
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because that has to be the starting pomt for introducing clements of market into the government
service. Success in this context would open up the possibilitics of latcral mobility through himuted
departmental competitive examinations and other means at lower levels. Desk-officer-oriented
svsiem and multi-skithing at lower levels would also help in tihus process.

Vil Financial Implications

28 The gross addjtional financial implications of the rccommendations pertaining o
all Central Government cmplovees have been estimated to be Rs.8800 crores (para 197.4). After
netting out the impact of the suggested deferment of retirement benefit amounting to Rs. 1500 crorcs,
the nct impact is cstimated to be Rs. 7300 crores (para 197.7). 1f my arguments for not incrcasing
the age of reurement arc accepted, the total expenditure on salaries and allowances would risc to

Rs. 10300 crorcs.

29. Although the staff of the FCPC has donc the best possible job in estimating
financial "implications’, | must mention that the data-basc on pensionary benefits to past pensioncrs
is extremely weak. We do not have the size distribution of the total stock of past pensioners
according 1o the sizc of pension they draw. Even Rs. 1500 crores for retirces during 1997-98 is only
a notional figurc. Simlarly, medical facilities and other allowances are most{i;‘contin’gcm on certain
events which cannot be predicted and on which the past data only give the aggregate expenditure.
With liberahisation of many allowances, the actual expenditure on some of the allowances is likely
to expand and the past experience would not be an adequate basis for prediction.

30. The financial implications are, therefore, likely to be more massive than has been
suggested in the report. Some of the suggestions in this notc may merely offset the addition of
Rs 1500 crores on retirement. In order to keep the outlays under strict check, it is necessary to
provide for a reasonable cap on specific allowances at the departmental Icvel to be strictly adhered.
Similarly, there is also an urgent need to keep a cap in real cxpenditure on pay and allowances.

31 If the outlays prove to be unsustainable, painful trade-offs would have to be worked
out between how much the government would like to do for the present employees in-comparison
with the past employees. Similarly, in the armed forces, too, the painful choice between men and
cquipment would have to be faced to keep the defence budget under check. Needless to add, the cap
on other current expenditures of the Central Government would have to be even more stringent to
take the blow from the recommendations of the report.

Vil Two final points

32 My colleagucs have nightly suggested a drastic reduction in the number of holidays
for the Central Govemnment cmployees. They have suggested three national holidays: 15th August,
26th January and 2nd October. [ hold the Mahatma in the highest esteem. However, given the
prochivitics of the government to extent the list of person - specific holidays in an indiscriminate
fashion, I would like to take out 2nd October from the list of national holidays so as not leave any
scope for introducing person-specific holidays. In fact, working harder on October 2nd would make
the Mahatma much happicr in his heavenly abode. 1, therefore, recommend omitting October 2nd
from the list with a stipulation that no person-specific national holiday be given, however highly
estcemed the person mav be.

33 In the policy statement on allowances, there is a reference bordering on the tinge

of envy, to a number of officers having “orderlics and batmen'. (para 40.29). This has been
translated into the recommendation that "all executives of and above the rank of Deputy Secretary
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and cquivalent may be provided with a restdential Telephone Attendant” whosc tenure would be co-
termunus with that of the officer, who would not have the status of a government emplovec and who
arc 1o be recruited directly at a fixed rate of Rs. 1500 per month being borne by the Government (para
10.633). This’ts an unfortunatc suggestion for the Central Government to subside full-time domestic
scrvant for officers who arc currently not entitled to orderlics and batmen. Propricty impels me to
refrain from anv further comment. [ simply cannot support it. Stronger casc cxists for a phascd
withdrawal of this facility wherever 1t is currently exploited officially or otherwisc.

(SURESH D. TENDULKAR)
MEMBER
29.01.1997
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Appendir - V

Rejocndler

by the Chaouman and the

Wember Secreatry, F7th CPC

Introduction

Age of retirement

Housing facilities

LrC

1. Our esteemed collcague Prof. Suresh Tendulkar has handed over
his note of dissent at 7.30 p.m. today. Normally, if the note had reached us well in
time, we would have rebutted his arguments in the body of the Report. Now we arc
forced to make a brief rejoinder.

2. The argument that increase in the age of superannuation would
adversely affect the downsizing effort is not valiu. Both the measures suggested
by us are major policy initiatives with significant ramificadons. They cannot be
judged by looking at a single end-result. The measures suggested by us for
downsizing include abolition of 3.5 lakh vacant jobs straightaway, which more than
compensate for the lack of retirement in the first two years. There are other
measures like compulsory retirement, normal voluntary retirement, VRS with
golden handshake, contracting out of services, corporatisation, privatisation etc.
All these measures will definitely lead to 30% downsizing,

3. The other plea that the mindset of government employees would
not change because they would stay in office for two more years does not stand
scrutiny. Mindsets change when there are generation gaps, not in a space of two
years.

4, We have indicated many solutions for the problem of stagnation
in the IAS and other services, and the increase in age of superannuation will benefit
all in the long run, even those who have to wait a little longer for their promotions.

5. About the increase in HRA, the report clearly spells out various
methods by which the total stock of housing can be added to. Our colleague also
admits that increase in HRA will induce many emplovees to shift to their own
houses. As far as the hike in rents is concerned, this is a function of the overall
demand and supply situation, which we hope will improve by the multi-pronged
strategy suggested by us.

6. The only objection to the liberalisation of LTC for scnior
exccutives is the financial implication. Our calculations show that this will cost
onlv Rs. 10 crores per year. This cannot be termed excessive.
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Ircome iy 7 With regard to ncome tax, our colleaguc has stressed the principle
that provisions of lncome Tax Act must apply cqually to all citizens. We are in
agreement with him. That 1s why we have not suggested any amendment in the
Income Tax Law. our reccommendation for paying allowances net of tax is alrcady
provided for in the existing law.  Government 1s presently doing this for all 1FS
officers. Many private sector cmplovees arc using this provision of law. Any othe

r emplover 1s also free to make use of the provision. This recommendation cannot.
therefore. be faulted on the ground that 1t 1s discrimimatory

LA 8. Wc do not agree with our Icarned brother that we have "arbitrarily
fixed the minimum-maximum ratio at the same level as the Fourth CPC". Tlas
matier was discussed in depth and arguments in favour of increasing or reducing
the rdtio were examined.  The decision not to touch the ratio 1s a considered
decision of the Fifth CPC and there are solid rcasons for it. That 1s why the ratio
has sanctity and cannot be allowed to become the plaything of an erratic cost of
Iiving mdex.

9. The concept of “vertical equity' sought to be enunciated by our
estecmed colleaguc is nothing but a rehash of certain modes of thinking which have
in the past reduced our higher bureaucracy to the present sorry pass in terms of
compensation packages. The trend all over the world and in the private scctor in
India ‘s to pay senior exccutives what they deserve.

10. Our recommendations have to be internally consistent. Our
overa * thrust 1s towards lesser numbers and better salarics. We cannot usc the
present posttion of there being too many employees to buttress an argument for
differential neutralisation. When the number of senior cxecutives are to be reduced
by 30%, they must be paid their due and that can only happen with 100%
ncutralisation of the increase in cost of living.

Telephone 11 A large number of officers in the military, police, railways, district
’;Ze"d‘" " administration and other Central/State Government Departments already have at
Allowance

least one attendant at their restdences, whether he is called a batman or an orderly
or a telephone attendant or a khalast or whatever. The Telephone Attendant
Allowance i1s meant to cover only those few senior officers, mainly posted 1n
Sccretariat jobs, who do not have such assistance at home. Such a facility will only
result in making the life of such Secretariat officers a little more tolerable and
reverse the present trend of AIS officers not wanting to come to the Centre or to
State Sccretariat jobs.

Conclusion 12. We would not like to rebut all the points made by our estcenied
colleague, nor is there time to do so. In fact all thc recommendations in our
Reportare themselves sclf-explanatory and are based on substantive rcasons. We
would like 1o concludc that we were honoured in having the advice of a noted
cconomist like Prof. Tendulkar and the Report is indeed a much better document
because of his numerous contributions to 1t

- 1_(7_[{ “ “x% (S.RATNAVEL PANDIAN ) (M.K.KAW )
Lo I 29.01.1997 , 29.01.1997
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