qy-q, 2i5-3 AME-Yol R00L

2

ot Aal(¥21 [Sesz2 Avell suddlA Add oflv gy Ancz)

B gedma D saliell ag As uQARsd AIS...

AsAdial Ricd] 2 B,
2. y2dd engeid] Qe

wimemaans S H ol

i3] gseiive] RNYa

s §122 AA¥ o2 |

CIECTE UL

Ul [Eatofl cuaigael]
Gxaell

Guz 3y¥2id dl¥ sudl [AfRi2s




aidl Aal(Far [Bese?
2l 2. 3. gailef
§s19] 4 1Id

2dI121d 2id [AEI

ost and Works A,
o of C -~ c“”nta

A ¥ e
o ", %,
& A %%,
< %

ICWAI NATIONAL AWARD FOR
EXCELLENCE IN COST MANAGEMENT 2007

Uttar Gujarat Vij Co. Ltd.

Category: Service Sector
(Turnover more than Rs. 1000 Crore)
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Pay Commission and Its Role

What is pay Commission?
And Scope of Commission

A Pay Commission is a panel
set-up by the Union Cabinet to
examine various aspects of the
compensation package for Central
Government employees.

So far six Central Pay Com-
missions have been set-up at in-
tervals of 10 to 13 years. The first
pay commission was constituted
in 1946, second in 195], third in
1970, fourth in 1983, fifth in 1994
and sixth in 2006.

Pay- Commissions have ex-
amined various issues such as
pay and allowances, retirement
benefits, condition of service, pro-
motion policies and submitted rec-
ommendations on these to the
Government.

Pay-Commissions are succes-
sors of the Royal Commissions set
up during the British regime. Even
before the first pay commission,
Government servants in India had
already witnessed the Atchison
Commission (1886-8]) and Isling-
ton Commission (1912-15).

Most countries no longer have
such commissions setting pay-
scales. |Instead, they have
switched to negotiated pay settle-
ment, which are decentralized to
the local level.

Pay Commissions in India

So far six Central Pay
Commissions have been set-up at
intervals of 10 to 13 years:

1st Commission in 1946
2nd Commission in 1957
3rd Commission in 1970
4th Commission in 1983
5th Commission in 1994
6th Commission in 2006

What are the factors Pay-
Commission look at

A lot of factors are considered
before determining salaries of Gov-
ernment employees. The status of
the economy is certainly an impor-
tant consideration. If there is an
economic slow down, chances of
big pay hikes are slim.

90% of the revenue of the
most State Government goes

towards paying salaries.

NN TS MRy T Y EROTEIET . SRR

Apart from the over-all status
of the economy, the rate of infla-
tion, growth rate per capita income
and the change living standard,
because of the change in salaries
of private sector enterprises and
PSUs are also taken into consid-
eration.

What is the general method of
fixing salaries?

While fixing the salaries, a pay
commission first determines the
cardinal points of the salary struc-
ture of Central Government em-
ployees- the minimum pay of the
lowest functionary and the highest
paid to the Secretary to the Gov-
ernment of India.

For fixing the minimum level,
the commission considers general
norms like minimum food require-
ment of 2,700 calories per adult,
clothing requirement of 72 yards
per annum per family and so on.

Apart from these criteria, children’s
education, recreation and provi-
sion for old age are also taken into
consideration.

Pay commission is also deter-
mining the minimum wages and
maximum wages. Maximum wage
is Important because it determines
the kind of people who join gov-
ernment services. Apart from giv-
ing good salary to its top officials
Government also has to consider
the disparity ratio between its high-
est & lowest paid employees.

For instance, in 1948, the
post-tax Salary of the highest paid
Government employee was
Rs.2,263/- which was 41 times
higher than the Rs.551- paid for
the lowest earning employee.
There-after, the ratio was reduced
to about 1:16 in 1996.

Why the pay Commission elicit

a hue & Cry?

The pay commission often
faces ire from State Government &
economist due to the damage
caused to the finances of Central
& State Governments.

The recommendations of Sec-
ond pay commission was about
Rs.39 Crore, whereas the burden
of third, fourth and fifth pay com-
mission was estimated to Rs.144
Crore, Rs.1282 Crore and
Rs.17000 Crore respectively/The
sixth pay commission could add
Rs.20,000 to the Central Govern-
ment wages bill. Once the salaries
of central government staff is

hiked, it leads to pressure on the
states to follow suit. Almost 90% of
the revenue of the most State
Government goes towards paying
salaries.
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