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MINISTRY OF FINANCE
(Department of Expenditure)
RESOLUTION
New Delhi, the 28th February, 2014

No.1/1/2013-E.III(A).—The Government of India have decided to appoint the Seventh Central Pay Commission
comprising of the following:—

1. Chairman - Justice Shri Ashok Kumar Mathur
2. Member - Shri Vivek Rae
3. Member - Dr. Rathin Roy
4. Secretary - Smt. Meena Agarwal
2. The terms of reference of the Commission will be as follows:—

(a)  To examine, review, evolve and recommend changes that are desirable and feasible regarding the principles that
should govern the emoluments structure including pay, allowances and other facilities/benefits, in cash or kind,
having regard to rationalization and simplification therein as well as the specialized needs of various
Departments, agencies and services, in respect of the following categories of employees:—

@) Central Government employees—industrial and non-industrial;

(ii) Personnel belonging to the All India Services;

(iii) Personnel of the Union Territories;

(iv)  Officers and employees of the Indian Audit and Accounts Department;

) Members of the regulatory bodies (excluding the RBI) set up under the Acts of Parliament; and
(vi)  Officers and employees of the Supreme Court
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(b)  To examine, review, evolve and recommend changes that are desirable and feasible regarding the principles that
should govern the emoluments structure, concessions and facilities/benefits, in cash or kind, as well as the
retirement benefits of the personnel belonging to the Defence Forces, having regard to the historical and
traditional parities, with due emphasis on the aspects unique to these personnel,

(¢)  To work out the framework for an emoluments structure linked with the need to attract the most suitable talent to
Government service, promote efficiency, accountability and responsibility in the work culture, and foster
excellence in the public governance system to respond to the complex challenges of modern administration and
the rapid political, social, economic and technological changes, with due regard to expectations of stakeholders,
and to recommend appropriate training and capacity building through a competency based framework,

(d)  To examine the existing schemes of payment of bonus, keeping in view, inter-alia, its bearing upon performance
and productivity and make recommendations on the general principles, financial parameters and conditions for
an appropriate Incentive Scheme to reward excellence in productivity, performance and integrity,

(e)  To review the variety of existing allowances presently available to employees in addition to pay and suggest
their rationalization and simplification with a view to ensuring that the pay structure is so designed as to take
these into account,

(f)  To examine the principles which should govern the structure of pension and other retirement benefits, including
revision of pension in the case of employees who have retired prior to the date of effect of these
recommendations, keeping in view that retirement benefits of all Central Government employees appointed on
and after 01.01.2004 are covered by the New Pension Scheme (NPS),

(g) To make recommendations on the above, keeping in view:

i the economic conditions in the country and the need for fiscal prudence;
ii. the need to ensure that adequate resources are available for developmental expenditures and welfare
measures;
ii. the likely impact of the recommendations on the finances of the State Governments, which usually
adopt the recommendations with some modifications;
iv. the prevailing emolument structure and retirement benefits available to employees of Central
Public Sector Undertakings; and
v. the best global practices and their adaptability and relevance in Indian conditions.

(h) To recommend the date of effect of its recommendations on all the above,

3. The Commission will devise its own procedure and may appoint such Advisors, Institutional Consultants and
Experts, as it may consider necessary for any particular purpose. It may call for such information and take such
evidence, as it may consider necessary. Ministries and Departments of Government of India shall furnish such
information and documents and other assistance as may be required by the Commission. The Government of India
trusts that State Governments, Service Associations and others concerned will extend to the Commission their fullest
cooperation and assistance.

4. The Commission will have its Headquarters in Delhi.

5. The Commission will make its recommendations within 18 months of the date of its constitution. It may
consider, if necessary, sending interim reports on any of the matters as and when the recommendations are finalized.

RATAN P. WATAL, Secy.

Printed by the Manager, Government of India Press, Ring Road, Mayapuri, New Delhi-110064
and Published by the Controller of Publications, Delhi-110054
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MINISTRY OF FINANCE
(Department of Expenditure)
RESOLUTION
New Delhi, the 8" September, 2015

No. 1/1/2013-E. ITII(A).—The Government of India have decided that the Para 5 of this Ministry’s Resolution
No. 1/1/2013-E.ITI(A) dated 28.2.2014 shall be modified as under :—

“The Commission will make its recommendations by 31* December, 2015. It may consider, if necessary,
sending reports on any of the matters as and when the recommendations are finalized.”

RATAN P. WATAL, Finance Secy.

3836 GI/2015

Printed by the Manager, Government of India Press, Ring Road, Mayapuri, New Delhi-110064
and Published by the Controller of Publications, Delhi-110054.



Seventh Central Pay Commission

The Government of India, vide notification No.1/1/2013-E.111(A) of 28.02.2014, appointed
the Seventh Central Pay Commission with specified Terms of Reference. The
Commission, after due deliberations, submits its report to the Government of India on
this 19" day of November, 2015.

Sd./-
Ashok Kumar Mathur
(Chairman)
Sd./- Sd./-
Vivek Rae Rathin Roy

(Member) (Member)
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Abbreviation used
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B.Tech.
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CSSS
DA
DoPT
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GP 5400 (PB-3)
HAG
IIMA
IIMC
JCM-Staff Side
JCOs/ORs
LDCE
M.Tech.
MACP
MHA
MNS
MSP
MTS
NFU
NPS

pa
PBORs
pm
PRIS
SAG
UPSC
w.e.f.

List of Abbreviations

Stands for

Bachelor of Engineering

Bachelor of Technology

Central Armed Police Force

Central Government Health Scheme
Central Pay Commission

Central Secretariat Service

Central Secretariat Stenographers’ Service
Dearness Allowance

Department of Personnel and Training
Gross Domestic Product

Grade Pay of 35400 in Pay Band 3

Higher Administrative Grade

Indian Institute of Management, Ahmedabad
Indian Institute of Management, Kolkata
Joint Consultative Machinery (National Council) — Staff Side
Junior Commissioned Officers/Other Ranks
Limited Departmental Competitive Examination
Masters of Technology

Modified Assured Career Progression
Ministry of Home Affairs

Military Nursing Service

Military Service Pay

Multi-Tasking Staff

Non-functional Upgrade

National Pension System

per annum

Persons Below Officer’s Rank

per month

Performance Related Incentive Scheme
Senior Administrative Grade

Union Public Service Commission

with effect from
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Foreword

1.1 India is a vast country measuring 3,214 km from north to south, 2,933 km from east to
west, with an area running to 3.3 million square km. It has a land frontier of 15,200 km and a
coastline of 7,517 km. It shares borders with the neighbouring countries of China, Pakistan,
Bangladesh, Bhutan, Nepal, Myanmar, Afghanistan and Maldives. We also share maritime
borders with Malaysia, Sri Lanka and Thailand. The longest borders are with China and
Pakistan, measuring 3488 km and 3,323 km respectively. Apart from its physical size India
has a large population of about 1.2 billion. To govern such a vast country, India needs a strong
civil and non-civil work force.

1.2 Our country also has immense diversity in its culture, caste, religion, customs, languages
that give it uniqueness. Keeping in view these features, our forefathers conceived a
Constitution which captures all its unique features. The Indian Constitution is unitary as well
as federal in character. The Preamble of the Indian Constitution reads as under:

WE, THE PEOPLE OF INDIA, having solemnly resolved to constitute India into a
SOVEREIGN SOCIALIST SECULAR DEMOCRATIC REPUBLIC and to secure to all its
citizens:

JUSTICE, social, economic and political;

LIBERTY of thought, expression, belief, faith and worship;

EQUALITY of status and of opportunity;
and to promote among them all

FRATERNITY assuring the dignity of the individual and the unity and integrity
of the Nation;

IN OUR CONSTITUENT ASSEMBLY this twenty-sixth day of November, 1949, do
HEREBY ADOPT, ENACT AND GIVE TO OURSELVES THIS CONSTITUTION.

1.3 The basic feature of Indian Constitution is that it has three pillars—Legislature, Executive
and Judiciary. Laws are framed by the Legislature. They are executed by the Executive
machinery of the government. The Judiciary works as a watchdog so that both, the Legislature
and Executive, shall not overstep the framework of the Constitution. Laws made by the
Legislature are implemented by the Executive. Therefore, the Constitution conceived Civil
Services like the All India Services and Central Services. Since the Indian Constitution is
federal as well as unitary in character, each state has its own legislature i.e., State Assemblies.
The Central Government legislates through Parliament i.e., Lok Sabha and Rajya Sabha. Under
Indian Constitution power to legislate has been demarcated in the V11 Schedule of Constitution.
There are three lists, List-1 enumerates subjects on which the Central Government will
legislate, List-11 enumerates subjects on which states shall legislate, List-111, on which both,
the Centre and the States shall have concurrent power to legislate.

1.4 This is reflected in Article 309 of the Constitution which empowers the Parliament and the
State to legislate frame an Act to lay down the service conditions of the respective services.
There is a proviso to Article 309 of the Constitution of India as per that, till the Parliament or
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the State Legislature frames an Act, Rules can be framed by the Central Government or State
Government to regulate the service conditions of employees. The amended Article 312 also
contemplates creation of All India Services common to the Union as well as the States. This is
brief legal background that how service condition of the government servants are regulated
under the Indian Constitution.

1.5 Since the laws are laid down by the Parliament and the Executive has to implement those
laws, the Executive consists of political elected representatives as well as the bureaucracy. So
far as political elected representatives are concerned, they are elected by the people, but the
bureaucracy is recruited under the Rules framed under the Constitution. The elected political
elected representatives and duly recruited bureaucracy together govern the country.

1.6 What should be the norms for governance? This has been a moot point through ages and
the norms of the governance have changed from time to time. If we go to the past history of
ancient India, we have many scriptures which have dealt with issues of governance and those
norms are also relevant in the present time. Bhagwat Gita tackles many management issues at
the grassroot level and offers feasible solutions on the principles of value-based ethics,
enlightened leadership and human quality development. It says:
|| 2 g i 2o |
| 71 g Terll S |
| 2 o, 7 |
| <o e gt | |
(Ch. 11l Karmayoga Shloka 21)

It means whatever action a great man performs, common men follow and whatever standards
he sets by exemplary acts, all the world pursues. It is further stated in the Gita “Je ed: qe

S¥:” meaning “where there is Dharma there is victory” or, in other words, success goes hand
in hand with righteousness.

1.7 Chanakya also, in his celebrated discourse “Arthashashtra,” emphasized that the Dharma
Sukti is applicable to both, a ruler and the common man. It is necessary to follow Dharma in
all walks of human life.

1.8 Therefore, if we have a dedicated bureaucracy, then they will provide a good leadership
and good governance.

1.9 It is unfortunate that we have lost sight of relevant principles enshrined in our scriptures,
and this has led to a steep decline of our administrative machinery. It needs to be resuscitated
by infusing the norms of righteousness.

1.10 During the Mughal period, there was an evolution of administrative system that was
further improved by the British rulers for our country, they framed elaborate norms to govern
the country and created an administrative framework, which was adopted and formalised under
the Indian Constitution.

1.11 To get a competent workforce, the government has laid down recruitment rules for
recruiting persons who are efficient and competent. To improve efficiency, the government
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has from time to time constituted Administrative Reforms Commissions to suggest ways and
means to improve efficiency in administration. The Government of India has also, from time
to time, set up various Pay Commissions for improving the pay structure of its employees so
that they can attract better talent to public service. In this 21 century, the global economy has
undergone a vast change and it has seriously impacted the living conditions of the salaried
class. The economic value of the salaries paid to them earlier has diminished. The economy
has become more and more consumer economy. Therefore, to keep the salary structure of the
employees viable, it has become necessary to improve the pay structure of their employees so
that better, more competent and talented people could be attracted for governance.

1.12 In this background, the Seventh Central Pay Commission was constituted and the
government framed certain Terms of Reference for this Commission. The salient features of
the terms are to examine and review the existing pay structure and to recommend changes in
the pay, allowances and other facilities as are desirable and feasible for civil employees as well
as for the Defence Forces, having due regard to the historical and traditional parities. The
framework should be linked with the need to attract the most suitable talented candidate to the
government service and promote efficiency, accountability and responsibility in the work
culture. In addition, it is to review the norms of bonus, keeping in view performance and
productivity, as also examine the existing pension scheme and other retirement benefits. The
terms of reference enjoin that the recommendations should be made keeping in view the
economic conditions and available resources of the country and also the likely impact on the
State Governments. The Terms of Reference also mandated the Commission to make the
recommendations keeping the best global practices and their adaptability and relevance in
Indian conditions. A closer look at the terms of reference reveals, thus, that there are many
newer elements which have broadened the remit of this Commission.

1.13 The approach adopted by the Commission was to reach out to all stakeholders and seek
their inputs in various forms. To start with, a website was set up giving all updated information
about the working of the Commission. An exhaustive questionnaire was prepared, capturing,
inter alia, all the important facets of the terms of reference, for seeking suggestions from the
stakeholders. We wrote to ministries/departments seeking various data on pay and allowances,
staff position, age profile, recruitment rules of cadres etc.

1.14 The Commission received a large number of representations from various recognised and
unrecognised bodies. The Commission also permitted oral submissions through the
representatives of these organisations. Visits to remote areas like the border areas in the North,
Leh, Arunachal Pradesh, Rann of Kutch and Rajasthan, and to distant parts of the country such
as the north-eastern region and Andaman and Nicobar Islands were undertaken. The main
objective of the visits was to have a first-hand experience of the working conditions and
difficulties attached to various jobs. The Commission visited metros with significant presence
of Central Government employees such as Bengaluru, Vishakhapatnam, Mumbai and Kolkata.
After taking oral as well as documentary evidence, the Commission discussed all the issues
which were raised by these representatives, keeping in view the terms of reference. As per our
ToR, we have to capture the global best practices. Pursuant to this, we interacted with the
Governments of Australia and New Zealand.
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1.15 To gain insight into the principles of emoluments, workshops were organised in
association with 1M, Bangalore, Administrative Staff College of India, Hyderabad and SVP
National Police Academy, Hyderabad. The local country office of the World Bank was
requested to provide inputs on best global practices in remuneration. The World Bank team
made several presentations on relevant subjects, viz., international trends in public sector pay,
allowances, pension etc.

1.16 The key expectation of employees at all levels is that there should be a significant increase
in their pay and improvement in other facilities. Representatives of some of the recognised
organisations have staked their claims for grant of a pay structure comparable to that of the
private sector. At the core of this demand is the economic development the country has
witnessed in recent times, resulting in the avenues for talented young persons having opened
up; several of them are being hired by the private sector for emoluments much higher than in
the government sector.

1.17 The Commission bestowed its best of consideration and has dealt with all the issues in
appropriate chapters. It may be observed at the outset that government service is not merely a
contract service, it provides a status in society which cannot be monetised in terms of money
value. The focus for the Commission was that emoluments should be such which attract the
right kind of talent by a transparent method, keeping in mind the financial limitations of the
government. The attempt has been to provide wages commensurate with comfortable living.
The pay structure should also need to address any significant deterioration in real value of
emoluments as a consequence of inflation. One should get proper and adequate compensation
for his merit. The increase in pay structure cannot keep pace with the market forces, at the
same time it should not be so unattractive that talent is not attracted to government service.
Therefore, we have attempted a pay structure which has as its basis the Aykroyd formula,
which reflects the basic average cost of living in the country. The attempt has been to arrive at
a proper pay package so that the essentials of life can be availed comfortably.

1.18 While finalizing the levels of salaries, allowances and other perquisites of compensation
structure, we have tried to take a holistic approach. We also commissioned three studies by
expert bodies towards this end:

1.  Study by IIM, Ahmedabad to understand the nature and quantum of total compensation
of select job profiles in the government sector vis-a-vis similarly placed profiles in the
CPSUs and the private sector

2. Study by Institute of Defence Studies and Analyses on nature, quantum and
components of defence expenditure and defence pension;

3. Study by 1M, Kolkata on fiscal implications of implementation of the V and VI CPC
on the finances of the Union and State Governments.

1.19 The new pay structure has been laid out by and large broadly as an open ended, layered
matrix, for civilians as well as for the armed forces personnel. It has been kept in view that a
person should not stagnate but should have fair opportunity to progress by dint of merit and
secure better emoluments so that frustration does not set in. The prevailing rate of increment
is considered quite satisfactory and has been retained. The concept of separate grade pay has
been done away with and the grade pay at all levels has been subsumed into the pay matrix.
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The Modified Assured Career Progression (MACP) scheme has been further modified. It is
expected that the present formulation will address the widespread dissatisfaction prevailing in
the earlier system, in which the gain or progression through the MACP was considered
inadequate. The remuneration package is such that employees would feel that they are valued
and they are fairly paid and their remuneration is not less than a person who is similarly situated
in another organisation. While addressing this aspirational need, we are also conscious of the
fact that such employees who have outlived their utility, their services need not be continued,
and the continuance of such persons in the system should be discouraged.

1.20 Separate pay matrices for Civilian employees, Defence Forces personnel and those of the
Military Nursing Service (MNS) have been prepared, cell by cell, after due diligence and
deliberations. The structure, which essentially is the same for all segments, has been simplified
so that each employee can find his or her place in the proposed matrix. All the employees
belonging to various services will proceed according to their respective service conditions by
earning increment on the basis of merit. Any disturbance of the matrix structure will have a
serious repercussion on the inter se positioning of various levels in the hierarchy, all of which
have been extensively deliberated upon, along with the service conditions of all the employees
serving in Government of India. Therefore, the importance of not altering any portion of the
three matrices cannot be emphasised enough, as doing so will disturb the parity of the services
and create anomalous situations.

1.21 Furthermore, the Commission’s interaction with various unions/associations has revealed
that there is a significant lack of standardization across cadres as far as their entry level
qualifications (ELQ), pay scales, nomenclature and promotional avenues are concerned. The
approach of this Commission is to bring about uniformity in the ELQs and pay scales while
dealing with cadres with similar job content and responsibility across organisations.

1.22 Itis also recommended that the matrix may be reviewed periodically without waiting
for the long period of ten years. It can be reviewed and revised on the basis of the Aykroyd
formula which takes into consideration the changes prices of the commodities that
constitute a common man’s basket, which the Labour Bureau at Shimla reviews
periodically. It is suggested that this should be made the basis for revision of that matrix
periodically without waiting for another Pay Commission.

1.23 We have also revised a large number of allowances and made them more relevant and
rational. Those which have outlived their utility have been discontinued. We also recommend
that each allowance should be placed in public domain as a step towards greater
transparency in governance and ease of administration.

1.24 We have also kept in view the needs of the pensioners under the old pension system,
(employees who joined before 01.01.2004) and suggested some measures to alleviate their
plight. They should also not be left in straitened circumstances. We have suggested their proper
fixation in the new pay matrix which will provide them a respectable living. Almost the whole
lot of government employees appointed on after 01.01.2004 were unhappy with the new
pension scheme. While the National Pension System does not form a part of our Terms of
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Reference, we have recorded the sentiments of the affected employees. The government should
take a call and step in to look into their complaints.

1.25 Great dissatisfaction has been expressed with regard to medical facilities by in-service
employees as well as retired personnel. We have suggested certain measures in the appropriate
chapter, to take care of medical facilities to serving as well as retired government employees.
The best answer appears to be medical insurance, which will not only reduce financial liability
of the government, but, if well structured, provide quality medical services to all. We have
been informed by the Health Ministry that this is being actively explored by them.

1.26 A serious grievance has been made by all services that cadre reviews have not taken place
for years together, which has resulted in great anguish and frustration among the services.
Though it is essentially an administrative matter, it has a serious impact on the status and
emolument of employees. On account of delay in cadre reviews, many Central Services lag
behind and that gives rise to frustration and ultimately affects governance. We have tried to
cover this issue in the appropriate chapter in this report. A great resentment and anguish has
been expressed by Central Civil Service officers that they are not getting their legitimate due
vis-a-vis All India Services. Therefore, the government should take a call and give them a
proper representation in the government.

1.27 A number of grievances or so called anomalies have been placed before the Commission.
Many have their roots not in the recommendations made by the VI CPC, but in the subsequent
modifications made by the government and the resultant orders issued by it. Often these
resulted in anomalies, many of which could not be rectified till date. Wherever possible we
have tried to remove these anomalies. We also suggest that an appropriate body may be created
to look into anomalies, if any arising out of the implementation of the recommendations of the
Seventh CPC. The body so created may be in position for a period of six months at least so
that if any anomaly arises in implementation of the recommendation of this Commission, it
can be immediately attended to and the affected persons need not wait for another decade.

1.28 The terms of reference place emphasis on productivity, accountability and performance.
This brings into focus the concept of Performance Related Pay, which has emerged over the
past three Central Pay Commissions. The VI CPC recommended a framework for performance
pay. In furtherance of this, guidelines were drawn up based on the performance measurement
methodology of the Results Framework Document (RFD). However, at that time, the RFD
system was still being put in place and many departments were in the process of adopting this
system. As a result, the scheme on performance pay could not take off. RFD system has taken
firm roots now. We are recommending introduction of Performance Related Pay for all
categories of Central Government employees, based on RFD, Annual Performance Appraisal
Reports and some broad guidelines. We are also of the view that there should not be automatic
payment of bonus and all existing schemes of payment of bonuses should be linked to
productivity. There is no blueprint for enhancing efficiency and productivity in the
government. The organization systems in the government are generally large, multi-layered
and complex. Improvement of efficiency and productivity in such a setting depends on a whole
range of extrinsic and intrinsic factors. A large number of issues that were placed before this
Commission by various Cadres/Associations related to cadre matters, issues of administrative
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nature, organizational structure etc. The broader issues of efficiency, productivity, excellence
and service delivery should ideally be dealt with administratively by a body such as the
Administrative Reforms Commission or Civil Service Reforms Commission.

1.29 As we have mentioned above, government service is not a contract. It is a status. The
employees expect a fair treatment from the government. The States should play role model for
the services. In this connection, it will be useful to quote the observations in the case of
Bhupendra Nath Hazarika and another vs._State of Assam and others (reported in
2013(2)Sec 516) wherein the Apex Court has observed as follows: “......... It should always
be borne in mind that legitimate aspirations of the employees are not guillotined and a
situation is not created where hopes end in despair. Hope for everyone is gloriously precious
and that a model employer should not convert it to be deceitful and treacherous by playing a
game of chess with their seniority. A sense of calm sensibility and concerned sincerity should
be reflected in every step. An atmosphere of trust has to prevail and when the employees are
absolutely sure that their trust shall not be betrayed and they shall be treated with dignified
fairness then only the concept of good governance can be concretized. We say no more.”

1.30 Lastly, we must emphasize that the government should inspire confidence in mind of civil
servants that they will not be hounded by unnecessary harassment by investigation agencies.
The recent trend of hounding civil servants as criminals for the failure of bona fide decisions
is not a happy one. This will discourage the bureaucracy to take bold decisions in fear of being
hounded if such a decision misfires. Any misadventure should not be looked upon with
suspicion unless it has definite criminal intent to benefit either himself or someone else. If this
trend is not checked it will lead to disastrous consequences.

1.31 The sole consideration with the Commission was to ensure that employees do not suffer
economic hardship so that they can deliver and render the best possible service to the country

and make the governance vibrant and effective.
, .
‘ s _/;.{Z""

b ‘ /" /

(A.K.Mathur)
Chairman, 7" CPC
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General Economic Situation and Financial Chapter 2.1
Resources of the Central Government

Section-1

2.1.1 This Commission is required by its Terms of Reference to make its recommendations
keeping in view, inter alia:

i.  the economic conditions in the country and the need for fiscal prudence;
ii.  the need to ensure that adequate resources are available for development expenditures
and welfare measures;
iii.  the likely impact of the recommendations on the finances of the State Governments,
which usually adopt the recommendations with some modifications.

2.1.2 The Government of India (Gol), Economic Survey 2014-15 is optimistic and bullish
about the future: “a political mandate for reform and a benign external environment have
created a historic moment of opportunity to propel India onto a double-digit growth trajectory.
Decisive shifts in policies controlled by the Centre combined with a persistent, encompassing,
and creative incrementalism in other areas could cumulate to Big Bang reforms....” The
survey also clarifies that *“...macroeconomic fundamentals have dramatically improved for the
better, reflected in both temporal and cross-country comparisons....” This improvement in
macroeconomic performance is expected to impact the fortunes of the economy, principally
through a sustained higher rate of growth of GDP.

2.1.3 In this context the two implications of the positive future growth and macroeconomic
scenario that are of direct interest to this Commission are:

1.  The incremental fiscal space that will be secured through such improved macro
performance.

2. The constraints imposed by the macro fiscal framework that government will adopt
through to 2017-18 which will be underpinned by its FRBM legislation.

2.1.4 The government has two instruments to secure resources for the expenditures that they
must undertake:

a. Revenue Mobilisation

b. Borrowing

2.1.5 Government spending (like for all other economic agents) can be divided into
consumption (revenue) and investment spending. The fiscal deficit! (FD) conceptually
measures the difference between total government spending and total non debt receipts thereby
indicating the total amount the government needs to borrow to finance its projected

1 Conceptually, as is the practice in India, fiscal deficit may measure the difference between total
expenditure and total revenue plus non debt capital receipts.
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expenditure. The revenue deficit (RD) measures the difference between government’s total
revenues and its consumption (revenue) expenditure. The core focus of this Commission is on
Pay, Allowances and Pensions (PAP), which is fully revenue expenditure.

Table 1: Macro Fiscal Position of the Centre

2014-15 2014-15 | 2015-16
As % of GDP 2013-14 BE RE BE 2016-17# | 2017-18#
Revenue Deficit 3.1 2.9 2.9 2.8 24 2.0
Fiscal Deficit 4.4 4.1 4.1 3.9 3.5 3.0
Revenue Expenditure 12.1 12.2 11.8 10.9
Capital Expenditure 1.7 1.8 1.5 1.7

Source: Budget at a glance, Union Budget of Government of India 2014-15 and 2015-16.
# Rolling Targets presented in Medium Term Fiscal Policy Statement 2015-16.
BE=Budget Estimates, RE=Revised Estimates.

2.1.6 Table 1 expresses these key fiscal aggregates as a percentage of GDP. We can see from
this table that the Gol intends to reduce its overall borrowing for both revenue and capital
expenditure from 4.1 percent in 2014-15 to 3 percent in 2017-18. Almost the entire reduction
in fiscal deficit is to be secured by a corresponding reduction in the revenue deficit. This
reduction is sought to be attained largely through containing the growth of revenue
expenditure, expressed as a percentage of GDP. Thus, in the current (2015-16) budget, revenue
expenditure expressed as a percentage of GDP is expected to fall by 0.9 percent. Such a drop
will need to be maintained (if not increased) if the government’s medium term revenue and
fiscal expenditure targets as expressed in the medium term fiscal policy statement of the Union
Budget 2015-16 (Table 1) are to be met. The impact of not meeting or revising these targets
will be negative for India’s economic growth and it is for this reason that the government has
repeatedly stressed its commitment to medium term fiscal prudence with the medium term
targets as the basis and backed by the Fiscal Responsibility and Budget Management (FRBM)
Legislation.

2.1.7 The macroeconomic aspiration to deliver double digit growth in the medium term is
underpinned by a concrete commitment to immediately secure real GDP growth of at least 7.5
percent. In addition the government and the Reserve Bank of India are committed to bringing
down inflation to 6 percent by January 2016 and to a formal long term target of 4 percent?.

The implications of the above are:

2.1.8 The size of the government sector in the total economy, expressed as a proportion of
GDP, will stay roughly constant over the medium term. This is because the increase in the size
of government (expressed as a percentage of GDP) can only be financed through an increase
in the revenue-GDP ratio and/or an increase in the FD-GDP ratio. The latter ought not to
happen; indeed the government is committed to reducing the FD-GDP ratio over the medium
term as discussed above. If the Revenue-GDP ratio is increased then:

2Source: http://finmin.nic.in/reports/MPFAgreement28022015.pdf
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a. The additional resources will be used to reduce the RD.

b. Following the recommendations of the Fourteenth Finance Commission (FFC) the
Centre will get a lower share in the divisible pool of taxes than in the past i.e., 58
percent in 2015-16 to 2019-20 as compared to 68 percent in the period 2010-11 to
2014-15. This further limits the possibility of a significant increase in net revenue
receipts of the Centre.

2.1.9 At the same time the government has emphatically indicated key government spending
priorities that will involve substantial financing of both current and capital expenditures over
the medium term to fulfil government’s core obligation to provide public as we as merit goods
and services. Hence, equally it cannot be assumed that there will be a reduction in the size of
the government.

2.1.10 Since PAP is entirely revenue expenditure and since revenue-GDP ratio increases will
first be deployed to reduce the revenue deficit, it follows that there is no fiscal space available
to increase the share of the total spending on PAP other than that afforded by GDP growth.
The share of PAP in total revenue expenditure will, at best, stay constant over the medium
term.

2.1.11 It therefore follows that any increase in PAP that can be financed without jeopardising
the government’s macro fiscal parameters can, in the medium term, at most be equal to the
growth rate of GDP. Of course, due to the peripatetic, decennial, occurrence of the Pay
Commission recommendations this condition cannot be met in the initial year of award, as the
award has to adjust for many cumulative factors that have negatively impacted the purchasing
power of the PAP over the historical medium term. Even so it is important to ensure that the
increase in the PAP-GDP ratio in the initial year of the award is moderate, so that it stabilizes
over the medium term (provided growth is secured as planned).

Section-11

2.1.12 With the above framework in place we can now assess the extent to which the Seventh
Central Pay Commission’s recommendations address macroeconomic conditions, the need for
fiscal prudence and availability of adequate resources for development and welfare
expenditures. Table 2 presents different categories of PAP expenditures as percentages of GDP
over time. It is clear from the table that pay and allowances as a proportion of GDP has
remained fairly stable since 2010-11, i.e., in the range of 1.8 percent and 2.0 percent, as has
the share of pensions, which has ranged between 0.9 percent and 1 percent of GDP.

2.1.13 The Seventh CPC recommendations can cause macroeconomic stress in two ways:

1. The awards of the previous Pay Commissions, both V as well as the VI, involved
payment of arrears. If awards are made with an arrears component then the cumulative
impact of arrears would temporarily increase government expenditure on PAP, thereby
causing an appreciable shock, albeit for a short time. This shock impacts both fiscal
stability and the price level through demand and supply channels. However, the
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Seventh CPC recommendations entail, at best, payments of marginal arrears and
we do not therefore envisage any macroeconomic shock on this score.

2. A pay commission award can cause a significant increase in the ratio of PAP to GDP
in the year the award is implemented. This happens for two reasons:

a. Due to the fact that many allowances are not fully indexed to DA, and some
allowances are not indexed at all, there is some increase in expenditure on PAP
that happens when basic pay and DA are merged.

b. Total government spending on PAP increases due to an increase in the real
value of PAP as a consequence of a pay commission award.

2.1.14 As we show in Table 2 the cumulative effect of these elements on the award of the VI
CPC was of the order of 0.77 percent of GDP in 2009-10. This Commission is of the view that
any macroeconomic impact that exceeded this number would not be fiscally prudent and would
put undue pressure on the government in terms of discharging its development and welfare
spending responsibilities. Table 2 shows the impact of the proposed recommendations of the
Seventh CPC. In arriving at an assessment of the impact, three Scenarios have been considered.
Scenario | represents a “business as usual” scenario i.€., a situation that we estimate would
prevail in the absence of the pay commission award. Scenario Il represents the net impact on
the PAP-GDP ratio if the Commission were to only merge basic pay and DA. Scenario Il
represents the full impact of the Seventh CPC’s recommended award on the PAP-GDP ratio.

2.1.15 The merger of basic pay with DA would need to be effected in the sense that this merger
is inevitably carried out when Pay Commissions submit their recommendations. The net
increase as a consequence of the pay commission recommendations is therefore the difference
between the PAP-GDP ratio in Scenario I11 and Scenario Il i.e., 0.56 percent. The Commission
is of the view that this represents an extremely reasonable increase in the PAP-GDP ratio
in the initial year of award. In future years this ratio will in fact decline, as GDP growth
is expected to be faster than the growth rate of inflation in future years as projected by
the government and as explained in Section-I above.

2.1.16 The total impact of the Commission’s recommended award is also less than that of
the VI CPC. As can be seen from Table 2, the increase in PAP-GDP ratio (excluding arrears)
in the case of the VI CPC was 0.77 percent of GDP as compared to 0.65 percent (the difference
between the PAP-GDP ratio in the year following the award period) in the case of the Seventh
CPC’s recommendations.

2.1.17 In assessing the impact on the capacity of the government to maintain its expenditure
on welfare and development commitments, it would be incorrect to simply look at the ratio of
PAP to total revenue expenditure. This is because the railways are expected to meet their PAP
commitments from their own internal resource generation and therefore it is not appropriate to
include the railways component of PAP in our calculation. We have therefore calculated the
increase in the share of PAP in total revenue expenditure (excluding railways) in the two years
following the VI CPC award and compared this with our estimated increase in this ratio in the
year following our award, if the Seventh CPC recommendations are accepted.
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Table 2: Impact of VI CPC and Seventh CPC Awards on Macro-fiscal Statement

(In percentage)

2008- | 2009- | 2010- | 2011- | 2012- | 2013- | 2014- | 2015- Scenario (2016-17)
Ratios 09 10 11 12 13 14 15 16 | 11 111
Pay and
Allowances/
GDP 2.05 2.47 2.03 1.94 1.92 1.87 1.88 1.86 1.84 1.93 2.28
Pensions/GDP 0.84 1.20 1.00 0.94 0.95 0.92 0.92 0.91 0.91 0.91 1.12
PAP/GDP 2.89 3.67 3.04 2.87 2.86 2.79 2.81 2.77 2.75 2.84 3.40
Increase in
PAP/ GDP 0.77 0.09 0.65
PAP/GDP
(Excluding
Railways) 2.03 2.65 2.22 2.10 2.10 2.03 2.04 2.02 1.95 2.02 241
Increase in
PAP/ GDP 0.62 0.07 0.46
PAP/RE
(Excluding
Railways) 14,12 | 18.44 | 16.24 | 16.17 | 16.88 | 16.80 | 17.20 | 18.51 | 18.06 | 18.61 | 22.32
Increase in
PAP/RE 4.32 0.51 4.25

2.1.18 We find (Table 2) that the rise in estimated share of PAP in total revenue
expenditure (excluding Railways) as a consequence of the Seventh CPC recommended
award will be 4.25 percent which is lower than the corresponding figure for the VI CPC
award which is 4.32 percent (Table 2).

2.1.19 The Commission has not made any assumptions regarding efficiency savings, which
will no doubt be effected as part of the overall government strategy for enhancing
administrative efficiency, and following implementation of the report forthcoming from the
Expenditure Management Commission. If these reforms are credible, one would expect
efficiency gains to more than pay for these modest increase in the PAP-GDP and PAP
(excluding railways)/RE ratios. Thus, we feel that the macroeconomic impact of the
recommendations is in conformance with the need for fiscal prudence and
macroeconomic stability.

Assumptions

Gross Domestic Product

2.1.20 The central statistical organization (CSO), Ministry of Statistics and Programme
Implementation (MOSPI) has released the new series of GDP with base year 2011-12 with
revisions in methodology of estimating national income®. However, at the time the calculations
for this chapter were made, the CSO had not released the back series of GDP based on the new
base year. The CSO, inits press release (see footnote below), stated, “...Improvements as noted
above, especially incorporation of new datasets, have resulted in a correction in the level of
GDP, which is likely to affect a wide range of indicators where it is used as a reference point:

% http://mospi.nic.in/Mospi_New/upload/nad_press_release_30jan15.pdf
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for instance, trends in public expenditure, taxes and public sector debt that are conventionally
analysed in terms of their ratios to nominal GDP. It may be noted that the level of revision in
the present base revision is not large enough to affect any of these ratios significantly....” In
the annexure attached to the press release it indicates changes in GDP at the aggregate level.

2.1.21 After consultation with the Chief Statistician of India, MOSPI, we created the back
series of GDP with new base year assuming that the gap between the two series at the new
base year will remain at least constant for previous years. In addition, we also calculated the
impact of Seventh CPC award with the old GDP series for the year 2015-16 and 2016-17 by
using the nominal growth rate of the new series for these two years. The impact of pay and
allowances on GDP under both series is thereby analysed and the difference between the
estimates of two series is minimal.

2.1.22 Further, in case of new series, while projecting the GDP for 2016-17, we assumed that
the real growth rate of GDP will be 7.5 percent and inflation will be 4 percent in 2016-17.

Pay and Allowances

2.1.23 The actual data from Finance Accounts of India for pay and allowances and pensions is
available till 2013-14. We, therefore, projected the data from 2014-15 onwards with an annual
growth rate of 11.07 percent (an average of PAP from 2011-12 to 2013-14).

Pensions

2.1.24 The share of pensions in total PAP has been stable since 2009-10. Thus, we maintained
the same share while estimating the projections for pensions for 2016-17 and estimated the
total pensions under different scenarios as in the case of pay and allowances.

Expenditure

2.1.25 To assess the impact of Seventh CPC award on Central finances, we considered the total
expenditure and revenue expenditure projections made by FFC. We also analysed the impact
using the Budget estimates for 2015-16. The budget estimates for 2016-17 were projected,
using the projections made by FFC for 2016-17 over 2015-16.
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Financial Resources of the Chapter 2.2
State Governments

Impact of Central Pay Commissions on State Finances

2.2.1 To address the question of implications of Seventh Central Pay Commission’s
recommendations on the States, it was necessary to ascertain the fiscal impact of the previous
Commissions’ awards on the states. To this end, Indian Institute of Management Calcutta (11M,
Kolkata) was asked to undertake a study on the subject for the Seventh CPC.

2.2.2 The broad conclusions of the study indicated that the states on the whole were able to
manage their finances and absorb the fiscal shock caused by the VI CPC (relative to previous
Pay Commissions) better, principally because of the implementation of the FRBM Act by the
States.

2.2.3 The study finds that the macroeconomic impact on states depended on the speed and the
extent to which individual states implemented their pay awards, which varied considerably.
The empirical analysis conducted indicates that the macroeconomic impact on States’ finances
tends to taper off in two years in most cases. In this context, it is encouraging to note that States’
finances continue to be reasonably sound at present.

2.2.4 1t is clear from the study that a significant number of States follow the recommendations
of the Central Pay Commission. Equally, there is significant plurality of States that design their
own pay awards based on the recommendations of their own State Pay Commissions, which of
course do consider the recommendations the Central Pay Commission and subsequent
Government of India award.

2.2.5 The question then is the extent to which these findings continue to hold true at present.
RBI (2015)* reports that the consolidated revenue deficit of all states (budget estimates) is
expected to be (-)0.4 percent for the year 2014-15. Further, the Fourteenth Finance Commission
has increased the ratio of States’ share in the divisible pool of receipts to 42 percent from the
32 percent that obtained in the Thirteenth Finance Commission. States as a whole are expected
to maintain this healthy trend, particularly since the macroeconomic outlook is now expected
to be better than in the recent past. Ceterus paribus, one would expect this situation to remain,
if not improve, in 2015-16. States’ own revenues, as a percentage of Gross State Domestic
Product (GSDP), are also stable at 7.7 percent for three years now.

2.2.6 Notwithstanding this commendable fiscal performance, it is important to see how states
were able to cope with the award of the VI CPC and the impact of the award on the macro
fiscal fortunes of the individual states

4 State Finances: A Study of Budgets, 2015, Reserve Bank of India.
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2.2.7 In the case of Special Category States (SCS) it is generally recognised that these states
would, because of their special circumstances, only secure fiscal consolidation if additional
resources were made available to them over and above their share of revenues from the
divisible pool. Central Governments do not, in normal cases, provide such assistance. Finance
Commissions take account of this fact by providing such states with revenue deficit grants.
Thus, both the 13" and 14™ Finance Commission awarded revenue deficit grants to most of
these special category states. In addition, these states also receive special purpose grants that
take account their specific cost disabilities and low revenue base. These efforts have been
broadly successful. The RBI (2015) clarifies that the special category states as a whole have
not been incurring revenue deficit in recent times.

2.2.8 In the case of the General Category States (GCS), in recent times, only a few states have
consistently faced revenue deficits. We find (Table 1) that some states that were normally in
revenue surplus did incur revenue deficits following the implementation of their Pay
Commission awards. However, these states were able to stabilise and return to revenue surplus
within a reasonable period of time. Therefore, there is every reason to expect states that are
currently structurally fiscally prudent and in compliance with FRBM to be able to cope with
the consequences of increases in pay allowance and pension (PAP), as long as the level of fiscal
prudence is broadly in line with that of the Seventh CPC recommendations.

Table 1: Revenue Deficit of General Category States (GCS) (as % of GSDP)

States 2007-08 | 2008-09 | 2009-10 | 2010-11 | 201112 | 201213 | 2013-14 Z?é“é)lf’ 2%556

Andhra

Pradesh* 0.0 -0.2 -0.3 -0.4 -0.5 -0.2 -0.04 2.7 1.3
Bihar -4.1 -3.1 -1.8 -3.1 -1.9 -1.7 -1.8 1.1 2.6
Chhattisgarh -3.8 -1.9 -0.9 -2.8 -2.3 -1.6 0.4 -1.1 -1.8
Goa -0.8 -0.4 0.4 -2.0 -0.7 0.5 0.7 -0.1 -0.8
Gujarat -0.7 0.0 1.6 1.0 -0.5 -0.8 -0.6 -0.7 -0.7
Haryana -1.5 1.1 1.9 1.1 0.5 1.3 1.0 2.1 1.8
Jharkhand 1.8 -0.7 -2.6 -0.7 -1.1 -0.9 -1.6 -1.9 -2.1
Karnataka -1.4 -0.5 -0.5 -1.0 -1.0 -0.4 -0.1 0.0 -0.1
Kerala 2.2 1.8 2.2 14 2.6 2.7 2.8 2.1 14
Madhya

Pradesh -3.2 -2.1 -2.4 -2.6 -3.2 -2.1 -1.4 -1.2 -1.0
Mabharashtra -2.2 -0.7 0.9 0.1 0.2 0.3 -0.3 -0.8 -0.2
Orissa -3.3 -2.3 -0.7 -2.0 -2.5 -2.3 -1.2 -1.1 -1.5
Punjab 25 2.2 2.7 23 2.7 2.6 21 1.8 1.6
Rajasthan -0.8 0.4 1.8 -0.3 -0.8 -0.8 0.2 0.7 -0.1
Tamil Nadu -1.3 -0.4 0.7 0.5 -0.2 -0.2 -0.2 -0.4 -0.4
Uttar Pradesh -0.9 -04 -1.3 -0.6 -1.0 -0.7 -1.1 -3.3 -3.2
West Bengal 2.7 4.3 5.4 3.7 2.8 2.3 2.7 1.3 0.0

Source: State Finances- A Study of Budgets, Reserve Bank of India. The numbers for 2014-15
and 2015-16 are from states budget documents.

Note: “*” Andhra Pradesh here refers to erstwhile Andhra Pradesh before Telangana was
formed. Data for 2014-15 and 2015-16 is related to the new State of Andhra Pradesh.
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2.2.9 In the case of States that have been in chronic revenue deficit there is no doubt that even
the awards with the level of fiscal prudence of Seventh CPC will cause a fiscal strain to these
states. These states must “cut their coat according to their cloth.” Therefore, just as in the case
of all expenditures that states with chronic revenue deficits undertake, they will have to be
more restrictive in their pay awards than states which have successfully secured fiscal
consolidation.

2.2.10 The FFC has opined as follows, “....the recommendations of the Seventh Central Pay
Commission are likely to be made only by August 2015, and unlike the previous Finance
Commissions, we would not have the benefit of having any material to base our assessments
and projections and to specifically take the impact into account. We have, therefore, adopted
the principle of overall sustainability based on past trends, which should realistically capture
the overall fiscal needs of the States...” Thus, account has been taken of the Commission’s
recommendations at a macro-fiscal level by the FFC.

2.2.11 In this context, it should be borne in mind that the FFC has also provided revenue deficit
grants to states to compensate for cost disabilities and shortfalls in their tax base. Such grants
have been awarded to key states with chronic revenue deficits after a rigorous assessment of
their revenue base and expenditure needs. Hence, these States have already secured additional
resources from the divisible pool on this account and this should further enable them to
administer pay awards consistent with fiscal prudence and allow them to persist in their path
to fiscal consolidation.

2.2.12 It is also clear from the study by IIM, Kolkata that the pace and impact of implication
of pay commission award varies quite substantially across the States. The States have deployed
a number of options to deal with impact of their pay awards following the awards made by the
Government of India based on the recommendations of the previous Central Pay Commissions.
The states used the following options:

e deciding to award lower increases than the Centre,

e deciding on a date of implementation different from that of the Centre,
e staggering the payments of arrears suitably,

e generating additional tax and non-tax revenues, and

e compressing expenditures

2.2.13 On the basis of above analysis, we conclude that States which have successfully
maintained fiscal consolidation will be able to absorb the impact of additional expenditure on
PAP and the fiscal stress on them in so doing would not exceed that faced by the Government
of India. This would require States to calibrate the speed and the extent of their own award. It
is to be expected that the existing fiscal arrangements that govern the relation between the
Centre and special category States would continue to hold. In the case of general category
States undergoing long term fiscal stress, clearly further structural fiscal reforms are
immediately and urgently required. In these circumstances calibration of pay awards in such
states would need to be more prudent than other States.
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Analysis of Central Government Chapter 3
Personnel

3.1 The Seventh CPC has been mandated by its terms of reference to examine, review and
recommend changes in the principles that govern the emoluments structure for a number of
employees’ categories Viz., Central Government employees, those belonging to All India
Services, personnel of Union Territories, officers and employees of the Indian Audit and
Accounts Department, Members of Regulatory Bodies, Officers and employees of the Supreme
Court and personnel belonging to the Defence Forces. The focus of the Commission is
primarily on personnel serving the Central Government. Therefore an essential aspect of the
work of the Commission involved obtaining a clear picture of the size, composition and profile
of Central Government personnel.

Background

3.2 The 111, IV and V CPCs undertook an analysis of the composition of Central Government
personnel. The Ill CPC, in its Chapter titled ‘Employment under Central Government,’
analysed the distribution of posts among major departments; distribution of posts in terms of
classes-1, Il, 111 and 1V (as was classified at that time); distribution of posts among permanent
and temporary and distribution of employees according to pay ranges.

3.3 The IV CPC, in a separate Chapter titled ‘Civil Employment under the Central
Government,” analysed the strength of the civil Central Government broadly in terms of (a)
distribution of posts in terms of major departments (b) distribution of posts in terms of groups-
Group "A’, Group 'B’, Group "C’ and Group "D’ (c) distribution of industrial workers in terms
of major departments and (d) distribution of permanent and temporary posts by major
departments.

3.4 The V CPC in its Chapter titled ‘Size of employment under Central Government’ analysed
the strength of the civil Central Government broadly on the lines of the IV CPC, adding greater
details. It concluded inter alia that the statistics did not provide pointers to whether “the
bureaucracy as a whole is ‘bloated’ or not.” It did however note that the rate of growth had
been arrested and that the government, if it had the will, could reduce manpower. It also
supported the trend towards an officer oriented administration.

3.5 The VI CPC Report did not carry a separate analysis of Central Government personnel.

Approach of this Commission

3.6 The Commission decided to elicit data relating to personnel from all ministries/departments
S0 as to get a comprehensive view on personnel serving the government in terms of certain
broad attributes. To do so data on personnel position over time was sought along with their age
profile. Further, in the context of implementation of the National Pension System w.e.f.
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01.01.2004, disaggregation in terms of those recruited before or after this event was sought.
Information was also obtained regarding expenditure on pay and allowances of personnel
working in the Central Government; extent of deployment of contractual staff and training and
skill development of personnel. The data template in which information was sought is at Annex
A, B, C, D1 and D2.

3.7 To ensure integrity of data the Commission validated the data on personnel with reference
to other data sources in the government on personnel viz., - (a) Expenditure Budget, Volume
1, Annex 7 of the Ministry of Finance and (b) Census of government employees prepared by
the Directorate General of Employment and Training, Ministry of Labour and Employment.
While undertaking this exercise infirmities in data as and where noticed were reconciled in
consultation with the ministries/departments. With regard to expenditure on personnel the
ministries/departments were requested to furnish this data after having it vetted by their Chief
Controller of Accounts.

Scope of Analysis

3.8 Based on the data received, an analysis has been undertaken by the Commission to bring
out the existing position on Central Government civilian personnel and the pointers it provides
to policy makers in the government.

Personnel who are excluded-those

Personnel who are included- Within the remit of
those in 7" CPC Outside the Remit of 7" CPC
v Ministries/Departments = Defence Forces x  Autonomous Bodies/
4 Attached Offices Societies
v Subordinate Offices x  Bodies receiving grants
from the Consolidated
Fund of India

% Gramin Dak Sevaks in the
Department of Posts
x Public Sector Companies

3.9 The Commission has obtained data regarding 33.02 lakh Central Government civil
personnel, in Civil Ministries/Departments, Defence (Civilians), Posts and Railways®. The
analysis includes 0.77 lakh personnel of Delhi Police, who are paid salaries from the Police
grant of the Ministry of Home Affairs. A separate section has been added on contracted
manpower in the government.

Defining a Central Government Employee

3.10 The 11l CPC had attempted to define who is a Central Government employee. It stated
that “All persons in the civil services of the Central Government or holding civil posts under
that government and paid out of the Consolidated Fund of India.”

> The Commission estimates that the data received by it covers over 99 percent of all Central
Government civilian personnel.
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3.11 The Commission is in broad agreement with what has been stated in the 111 CPC Report.
For the purposes of its work, the Commission defines Central Government employees as
all persons in the civil services of the Central Government or holding civil posts under
that government and paid Salaries out of the Consolidated Fund of India. This however,
does not include such persons appointed to serve Parliament or the Union Judiciary.

Views of Important Stakeholders on Central Government Personnel

3.12 The Commission has received representations/memoranda on issues that broadly involve
the strength, deployment and expenditure on Central Government personnel.

3.13 Joint Consultative Machinery-Staff Side: On the size and nature of government, the
JCM-Staff Side has made the following submissions to the Commission:

I.  Majority of Central Government employees (88 percent) are either industrial or
operational staff and therefore the contention that wage bill of the Central Government
is for administrative purpose is ill conceived.

ii.  Existence of a large array of personnel employed by the government through contract,
pushing a major segment of government functions into informal sector.

iii.  Expenditure on pay and allowances over the years as a percentage of revenue receipts
and revenue expenditure has been falling.

Focus Areas of the Commission

3.14 Based on the data provided by the ministries/departments the Commission has examined
and analysed trends with regard to five focus area:

Size of government- Sanctioned Strength and Persons in Position
Personnel in Position, in terms of categories

Personnel in Position, recruited before and on or after 01.01.2004

Age Profile of Central Government Personnel as on 01.01.2014
Expenditure on Pay and Allowances of Central Government Personnel

ok wbdE

3.15 There is a separate Section devoted to Contractual Manpower in the Central
Government.

3.16 To strike a balance between the two ends of aggregation and details, in addition to the
broad totals, particulars of the nine largest ministries/departments plus others has been included
in each Section. In addition, wherever appropriate, instances of some outliers in each category
have been brought out.

Size of Government- Sanctioned Strength and Persons in Position

3.17 The Commission has received data from ministries/departments on the strength of
personnel in the government at three points of time viz., 01.01.2006, 01.01.2010 and
01.01.2014. The data on strength of personnel in government has been reviewed and material
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from successive CPC Reports have been put together to bring out the position as has evolved
over time.

Sanctioned Strength of Government over time

3.18 The IV and V CPC Reports provide a picture on the size of the government starting from
1957. With the data available the Commission is able to present a picture on the sanctioned
strength of the Central Government, spanning a 57 year time frame from 1957 to 2014.

Total Sanctioned Strength
(in lakh)

1957 1971 1984 1994 2006 2014
17.37 29.82 37.87 41.76 37.01 38.90

3.19 Since the particulars of sanctioned strength available till 1994 excludes Union Territories
(UTs), for purposes of consistency, the strength shown, in this paragraph, for the years 2006
and 2014 also excludes UTs.

3.20 The break-up of the total sanctioned strength of the Central Government personnel in
terms of principal ministries/departments of the government during the period 1957 to 2014 is
depicted in the graph below.

Sanctioned Strength
18 15.97
16
14 9.97 I 12.28
12 8.75 14.94
10 7.54 6.05
8
6 = 5.85
4 6.73
2 1.98 2.60
0
1957 1971 1984 1994 2006 2014
No. of regular posts (in lakhs)
COMMUNICATIONS & IT 1.98 3.93 6.84 7.54 2.71 2.60
RAILWAYS 9.97 13.99 15.05 15.46 15.97 15.51
= DEFENCE (CIVILIAN) 2.6 5.97 7.23 6.73 6.05 5.85
= OTHERS 2.82 5.93 8.75 12.03 12.28 14.94
COMMUNICATIONS & IT RAILWAYS e DEFENCE (CIVILIAN)  emmmmm OTHERS

Notes: (i) Data upto 1994 from V CPC Report (ii) Data on ‘Others’ excludes personnel in Union
Territories for purpose of consistency (iii) For the year 2006, in absence of data from Ministry of Health,
data provided for the year 2014 has been adopted.

3.21 The data in the table/graph points to the following:

i.  Steady increase till 1994: The sanctioned strength of personnel in the Central
Government increased significantly from 17.37 lakh in 1957 to 29.82 lakh in 1971. The
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pace of growth slowed thereafter with the sanctioned strength increasing to 37.87 lakh
in 1984 and 41.76 lakh in 1994.

ii.  Corporatisation after 1994: Some reduction in sanctioned strength of personnel has
been witnessed after 1994- it came down to 37.01 lakh in 2006. The decline subsequent
to 1994 has been on account of the corporatisation in the telecommunications sector
and creation of the PSU Bharat Sanchar Nigam Limited.

iii.  Decline in strength of Railways, Communications: The personnel strength of the
Railways, which accounted for 57 percent of total sanctioned strength in 1957,
gradually declined to 40 percent in 2014. Defence Civilian and Communications
segments have also witnessed decline in their share during the period.

iv.  Sharp increase in ‘Others’: The category ‘Others’ has witnessed a sharp growth in
sanctioned strength from 2.82 lakh in 1957 to 14.94 lakh in 2014. The significant
contributor to this growth has been increase in strength under the Ministry of Home
Affairs from 3.25 lakh in 1984 to 9.72 lakh in 2014.

3.22 The Ministry wise particulars of sanctioned strength, persons in position and vacancies as
on 01.01.2014 has been detailed in Annex-1.

Persons in Position with Reference to Sanctioned Strength

3.23 The total number of regular civilian employees and their distribution in major departments
of the Central Government (including Union Territories) in the years 2006, 2010 and 2014 is

as follows:
Table 1: Sanctioned Strength and Persons in Position

(in lakh)
01.01.2006 01.01.2010 01.01.2014
Persons Persons Persons
Sl. Ministry/ Sanctioned in Sanctioned in Sanctioned in
No. Department Strength Position Strength Position Strength Position
1. Railways 15.97 14.12 15.65 13.71 15.51 13.16
2. MHA incl.
CAPF# 8.02 7.44 9.29 8.13 10.56 9.80
3. Defence (Civil) 6.05 451 5.88 4.20 5.85 3.98
4. Posts 2.60 2.18 2.55 1.96 2.50 1.90
5. Revenue 1.34 1.05 1.35 1.03 1.76 0.96
6. IA&AD# 0.66 0.49 0.67 0.45 0.68 0.48
7. Urban
Development 0.48 0.37 0.42 0.30 0.43 0.31
8. Atomic Energy 0.36 0.33 0.37 0.32 0.37 0.32
9. Health* 0.29 0.21 0.29 0.21 0.29 0.21
10. | Others 2.48 2.04 2.46 1.99 2.52 1.90
Total 38.25 32.74 38.92 32.31 40.49 33.02

#MHA- Ministry of Home Affairs, IA&AD—-Indian Audit and Accounts Department

*Ministry of Health has provided data only for the year 2014. For consistency these figures have
been adopted for the years 2006 and 2010.
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3.24 One of the notable aspects of the present deployment of Central Government personnel is
that security related entities (Ministry of Home Affairs/Police and Defence Civilians) form a
large part of civilian employment at 13.78 lakh as on 01.01.2014. Railways and Posts
performing a commercial function employ another 15.06 lakh personnel. The total Central
Government employment other than those in security related or commercial departments, as
on 01.01.2014 is 4.18 lakh. In fact the number of personnel working in the Secretariat of
ministries/departments, after excluding independent/statutory entities, attached and
subordinate offices will add up to less than thirty thousand®. The ‘core’ of the government, so
to say, is actually very small for the Government of India, taken as a whole.

3.25 Table 1 further indicates the following:

I.  Persons in position as a percentage of sanctioned strength has fallen from 86 percent in
2006 to 83 percent in 2010 and to 82 percent in 2014.

ii.  During the period 2006 to 2014 every major ministry/department witnessed a decline
in persons in position, with the exception of MHA/Police. The total strength of the
Ministry of Home Affairs witnessed an increase from 7.44 lakh to 9.80 lakh
constituting a growth of 32 percent.

iii.  Excluding Ministry of Home Affairs, the persons in position in the Central Government
declined from 25.29 lakh in 2006 to 24.18 lakh in 2010 and further to 23.21 lakh in
2014.

3.26 The Ministry wise particulars of persons in position and changes thereon during the period
2006 to 2014 are detailed in Annex 2.

International Comparisons

3.27 The size of Central Government across countries is not readily available on a comparable
basis. One large country which has a federal structure for which comparable information is
available is the USA.

Size and Deployment of Personnel: USA and India

3.28 Available literature indicates that the size of the non-postal civilian workforce for the US
Federal Government in the year 2012 was 21.30 lakh’. This includes civilians working in US
defence establishments. The corresponding persons in position in India for the Central
Government in 2014 was 17.96 lakh®. The total number of federal/Central Government
personnel per lakh of population in India and the US works out to 139 and 668 respectively?®.

& The strength of CSS (Directors, Under Secretaries, Section Officers, Assistants), CSSS (PPS, PS,
Stenographers), CSCS (LDC and UDC) etc. in September 2015 was 23,860. Added to it would be about
1500 officers in the posts of Secretaries/Additional Secretaries/Joint Secretaries, Directors and Deputy
Secretaries under the Central Staffing Scheme. Some technical posts also exist in a few ministries/
departments.

" Report of the Government Accountability Office (GAO) on Federal Workforce- Recent Trends in
Federal Civilian Employment and Compensation, January 2014.

8 Strength of Railways and Posts have been reduced from the total PIP of 33.02 lakh.

% As per the World Bank data, in 2014 the population of India and the USA was 129.50 crore and 31.89
crore respectively.
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3.29 Data from the US Office of Personnel Management, indicates that a few departments
accounted for a large percentage of non-postal civilian employment in the US Federal
Government. The Department of Defence, Department of Veterans Affairs, Department of
Homeland Security and Department of Treasury accounted for 34, 15, 9 and 5 percent
respectively of US federal non-postal civilian workforce.

3.30 Deployment of Central Government personnel (excluding Railways and Posts) in India,
showed an even more pronounced concentration. Three departments namely Ministry of Home
Affairs, Defence Civilians and Revenue accounted for 55, 22 and 5 percent respectively of the
total persons in position as on 01.01.2014.

Growth over an Eight Year Period

3.31 In case of USA, during the eight year period 2004 through 2012 the non-postal civilian
work force grew by 2.5 lakh from 18.8 lakh to 21.3 lakh, representing an increase of 13 percent.
In case of India, we have considered an eight year period 2006 to 2014 and it has been observed
that non-postal/non-Railways workforce grew from 16.4 lakh to 18 lakh, representing an
increase of 10 percent.

3.32 In the US, three Agencies, namely (i) Department of Defence (ii) Department of
Homeland Security and (iii) Department of Veteran Affairs accounted for 94 percent of the
growth in the federal workforce during the period 2004-2012. In India, the growth of Central
Government personnel from 16.4 lakh to 18 lakh during period from 2006-2014 was under the
Ministry of Home Affairs, essentially increase in Police.

Summary
3.33 The above points to the following:

a. The size of the Central Government in India, in terms of personnel per lakh of
population at 139 was much lower than the US where the corresponding figure is 668.

b. In the US as well as in India, there is a concentration of personnel in a handful of
departments, more so in India.

Reasons for Steady Decline in PIP in Recent Years

3.34 The primary reason for the steady decline in the personnel strength of the Central
Government, other than in Ministry of Home Affairs/Police, are the guidelines issued by the
Department of Personnel and Training in May 2001 on optimisation of direct recruitment to
civilian posts, which were in operation from May 2001 to March 2009. As per these guidelines
fresh recruitment was to be restricted to one percent of total civilian staff strength and with
three percent of staff retiring each year the manpower reduced by two percent per annum. The
objective was to achieve a reduction of 10 percent in staff strength in five years.

3.35 The impact of the instructions on optimisation of direct recruitment to civilian posts was
reviewed in the Report of the VI CPC. It made the following recommendations in para 6.3.10
of its report: “The Commission has recommended multiskilling of the government employees
which would increase their operational efficiency while simultaneously optimising the staff
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strength. It is, however, noted that while rightsizing in government is necessary given the
changes in work process due to technology and consequent reduction of layers, a blanket ban
on filling of vacant posts across the board can impact effective functioning. More flexibility is
required in this policy for effective service delivery and care has to be taken that administrative
delivery structures do not become hollow or thin in critical areas. It is, therefore, essential that
the government revise the Annual Direct Recruitment Plan (ADRP) in terms of which only one
third of the vacancies can be filled up. This instruction has resulted in an aging bureaucracy
which does not easily adapt itself to technology. An active and younger profile in government
employment is the need of the hour. Further, strengthening of the cutting edge for efficient
delivery is required. New guidelines, where reduction in manpower and levels of fresh
manpower intake would be assessed and prioritized by the individual ministry or department
keeping its work processes, service delivery and functional requirements and budgetary
savings at centre stage should, therefore, be issued.”

3.36 Based on this the government decided, in 2009, not to extend the Optimisation Scheme.

Quantum of Recruitment

3.37 The Commission has reviewed the recruitment levels in the Central Government during
the period 01.01.2006 to 01.01.2014 and the summary position of this review is as under:

Table 2: Post 01.01.2004 Recruitment

Recruitment Recruitment Recruitment
Sl. Name of Ministry/ Ason Ason Ason between between 2010- | between 2006-
No. Department 01.01.2006 01.01.2010 01.01.2014 2006-2010 2014 2014
1 Railways 65,288 1,55,917 3,96,260 90,629 2,40,343 3,30,972
MHA including
2 Police 1,02,773 2,42,799 4,65,959 1,40,026 2,23,160 3,63,186
3 Defence (Civil) 38,853 62,094 1,02,303 23,241 40,209 63,450
4 Posts 21,220 29,679 52,263 8,459 22,584 31,043
5 Revenue 6,281 17,913 31,350 11,632 13,438 25,070
6 IA&AD 781 2,417 12,297 1,636 9,880 11,516
Urban
7 Development 272 807 3,980 535 3,173 3,708
8 Atomic Energy 3,211 6,681 9,999 3,470 3,318 6,788
9 Health NA NA NA NA NA NA
Total of Major
ministries/departm
ents 2,38,679 5,18,307 10,74,411 2,79,625 5,56,104 8,35,733
10 Others 16,886 24,197 38,917 7,314 14,721 22,031
Grand Total 2,55,565 5,42,504 11,13,328 2,86,939 5,70,825 8,57,764

3.38 From Table 2 it is evident that the recruitment of civil Central Government personnel rose
sharply from 2.87 lakh in the four year period 2006-2010 to 5.71 lakh in the four year period
2010 to 2014. Railways and Police with a total recruitment of 4.63 lakh during the period 2010
to 2014 accounted for 81 percent of all new civilian recruits in the Central Government. While
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no causality can be established between recruitment during the period 01.01.2010 and
01.01.2014 compared to the period 01.01.2006 and 01.01.2010 and the withdrawal of orders
on the Optimisation Scheme, it is notable that recruitment in the period after 01.01.2010 has
been significantly higher.

3.39 The Commission notes that on an average the intake of new civilian recruits in the Central
Government during the period 2006 to 2014 has been slightly over a lakh each year. The Report
of the ‘“Working Group on Labour Force and Employment Projections’ constituted for the
Eleventh Five Year Plan estimated that during the period 2012-17 the labour force is projected
to increase by 4.46 crore, which translates to an average increase each year of over 89 lakh.
This suggests that the Central Government is at best a marginal source for employment
generation. The quantum of intake of fresh personnel by the Central Government is an
insignificant percentage of the total entrants in India’s labour force.

3.40 Recruiting Agencies: The data from ministries/departments with regard to recruitments
on or after 01.01.2004 suggests that certain departments which undertake recruitment through
their own dedicated Boards/Agencies have shown recruitments of larger numbers. Examples
include Railways, Departments of Posts, Atomic Energy, Space etc.

3.41 The Commission has not obtained data on the skill profile of Central Government
employees. It, however, notes that based on the medium term goals and priorities of the
government, a determination of skills and competencies required to meet them, needs to
be made across Central Government ministries/departments. This will have implications
both for recruitment policy as well as the size and composition of the government.

Variation in Persons in Position as per Sources Reporting Data on Personnel

3.42 The V CPC, in its Chapter titled ‘Size of employment under Central Government,” pointed
to the varied sources that reported on size of the civilian Central Government employees
together with the fact that “these sources were often dated, not sufficiently comprehensive,
incognate and yield conflicting results.” The examination by this Commission of the existing
data sources confirms the conclusions arrived at by the V CPC.

3.43 The data received from ministries/departments on the strength of personnel was validated
with reference to two sources of data in the government on personnel- (a) Expenditure Budget,
Volume 1, Annex 7 of the Ministry of Finance and (b) Census of government employees
prepared by the Directorate General of Employment and Training (DGET), Ministry of Labour
and Employment. The examination of data confirms the view of the V CPC regarding the
quality of data. As an illustration, the position in respect of some ministries/departments where
the variation is substantial has been brought out below together with the reasons, arrived at,
after review of the numbers.
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Table 3: Variation in Reported Data

As per
Expenditure As per data
Budget As per obtained by
Sl. Ministry/ (Actuals for DGET 7t CPC
No. Department 2014) (2011) (01.01.2014) Remarks
Expenditure  Budget data
Ministry of widely understates the actual

1 | Defence (Civil) 34,483 3,75,309 3,98,422 numbers
Expenditure  Budget data
included data on Gramin Dak

Department of Sevaks and hence not a like
2 | Posts 4,59,948 2,09,047 1,89,771 comparison.
Expenditure  Budget data
Ministry of overstated on account of
External inclusion of personnel in
3 | Affairs 10,433 6,398 3,037 | Autonomous Bodies

Expenditure  Budget data
overstated on account of

Ministry of inclusion of personnel in
Commerce and Autonomous  Bodies and
4 | Industry 9,223 5,345 3,771 | PSUs.

3.44 While the data of Directorate General of Employment and Training is a closer
approximation of the actuals of personnel as obtained and verified by the Commission, it is
dated. In the case of data on personnel in the Expenditure Budget, available each year, the
variation in numbers with the actuals as obtained by the Commission is substantial, as Table 3
testifies.

3.45 To ensure integrity and availability of consistent data on personnel in the
government, the Commission is of the view that the database on personnel needs to be
standardised on an IT platform, across all civil ministries/departments. This will
facilitate ease in compilation, aggregation and make reliable data readily available to
concerned stakeholders.

Persons in Position in Terms of Categories: Groups A, B and C

3.46 All Central Government civil posts of the Union are categorised under the Central Civil
Services (Classification, Control and Appeal) Rules, 1965. There are currently three categories
of Central Government personnel-Group "A’, Group ‘B’ and Group "C’. This categorisation
is made by the government based on the pay band and grade pay or the pay scales as applicable.

3.47 The data provided by the ministries/departments is consolidated in terms of the three
categories of personnel as per Table 4.
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Table 4: Groupwise Distribution of Personnel
Persons in

Sl. Ministry/ Position as on Group
No Department 01.01.2014 A Group ‘B’ | Group C’
8,493 7,283 12,99,912
1. | Railways 13,15,688 (<1 (<1 (99)
16,090 60,162 9,03,862
2. | MHA incl. CAPFs 980,114 2 ©) (92)
17,160 59,415 3,21,847
3. | Defence (Civil) 3,98,422 @ (15) (81)
527 6,826 1,82,418
4. | posts 189,771 (<1) @ (96)
5827 40,907 49,078
5. | Revenue 9,812 (6) (43) (51)
605 32,105 15,454
6. | IARQAD 48,164 0 67) 32)
30,665 1539 6967 22159
7. | Urban Development (5) (23) (72)
8,515 12,404 11,411
8. | Atomic Energy 32,330 27) (38) (35)
2997 4972 13092
9. | Health 21,061 (14 (24) (62)
10. | Others 1,89,509 29,748 49,851 1,09,910
Total 33,01,536 91,501 2,80,892 29,29,143

3.48 The five ministries/departments with largest percentage in Group "A’ are listed in the

Table 5. These ministries/departments are not depicted individually in Table 4.

Table 5: Largest Population in Group A

Name of Ministry/ Total in Group Total Personnel in %age of PIP in
Department A Position (PIP) Group A’
Space 8555 15011 57
Electronics and IT 5260 3004 57
New and Renewable Energy 80 187 43
Civil Aviation 396 977 41
External Affairs 1130 3037 37

3.49 Tables 4 and 5 bring out the following:

i.  Of the total 33.02 lakh civilian workforce 89 percent are in Group "C’, 8 percent are in
Group ‘B’ and 3 percent are in Group "A’.

ii.  While 89 percent of civilian Central Government personnel are in Group 'C’, the
Railways, Department of Posts and MHA have a significantly higher proportion in
Group "C’ at 99 percent, 96 percent and 92 percent respectively.

iii.  Scientific and technical focused ministries/departments have a high percentage of
Group "A’ Officers.

3.50 The Ministry-wise particulars of composition of personnel in terms of Group "A’, B’
and "C’ are detailed in Annex 4.
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3.51 The Commission notes that in addition to details on composition of personnel in
terms of the Group "A’, ‘B’ and "C’ it would be useful, both for purposes of management
information and decision making, if reliable data on personnel in terms of job families is
collected.

Personnel in Position, Recruited Before or on or After 01.01.2004

3.52 About a decade back the government notified the defined contribution National Pension
System which became effective for all employees entering Central Government on or after
01.01.2004, except those in the three defence forces. Thus, as on date, there are two categories
of serving civil Central Government personnel - those covered by the earlier defined benefits
scheme- viz., pre 01.01.2004 appointees and those covered by the defined contribution scheme
viz., those appointed on or after 01.01.2004 (post 01.01.2004 recruits).

3.53 The data provided by the ministries/departments, consolidated in terms of pre and post
01.01.2004 personnel, is indicated in Table 6. (This does not include personnel of the three
defence forces)

Table 6: Post 01.01.2004 Recruits

Persons in Pre Post Post
Position as on 01.01.2004 01.01.2004 01.01.2004

Sl. Ministry/ 01.01.2014 recruits recruits recruits as a
No. Department (in lakh) (in lakh) (in lakh) %age of PIP
1. Railways 13.16 9.20 3.96 30
2. MHA incl. CAPFs 9.80 5.14 4.66 48
3. Defence (Civil) 3.98 2.96 1.02 26
4. Posts 1.90 1.38 0.52 27
5. Revenue 0.96 0.65 0.31 32
6. IA&AD 0.48 0.36 0.12 25
7. Urban Development 0.31 0.27 0.04 13
8. Atomic Energy 0.32 0.22 0.10 31
9. Health 0.21 0.20 0.01 S
10. | Others 1.90 1.50 0.40 21

Total 33.02 21.88 11.14 34

i.  Of the total 11.14 lakh post 01.01.2004 recruits, Ministry of Home Affairs, Railways,
Defence (Civilians) and Posts accounted for 10.16 lakh recruits.

ii.  All other departments accounted for 0.98 lakh new recruits- about 9 percent of all new
recruits.

3.54 Post 01.01.2004 Recruits and Defined Contribution Pension: For all civil recruits in the
Central Government recruited on or after 01.01.2004, the government and the employee each
make a ten percent contribution of the basic pay and dearness allowance towards the pension
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fund accumulation of the employee. The government contribution!® for the defined
contribution pension scheme has been 3924 crore in 2011-12, 31,200 crore in 2012-13 and
%1,600 crore in 2013-14 respectively.

Age Profile of Central Government Personnel as on 01.01.2014

3.55 With a view to determining the age profile of personnel serving in the Central
Government, this Commission obtained data of its personnel from each ministry/department
in terms of distinct age groups viz., those less than 20 years, 20-30 years, 30-40 years, 40 to
50 years, 50-60 years and over 60 years.

3.56 Aggregate Position: Of the total 33.02 lakh persons in position as on 01.01.2014, the
break up in various age groups is indicated in the pie chart below.

Percentage of Age Profile of Personnel in Position in
Various Age Groups

1

22
29 >20and < 30 yrs.

>30and < 40 yrs.

> 40 and < 50 yrs.

> 50 and < 60 yrs.
22 m Others

26

Note: ‘Others’ accounts for those below 20 years and over 60 years of age.

3.57 Disaggregate Position: While at an aggregate level, which covers all persons in position
in the government, the distribution of personnel in various age groups is quite even, this picture
changes significantly when the data is analysed at a disaggregate level. In terms of the breakup
of personnel amongst the largest ministries/departments in terms of age the graph below brings
out the position.

10 Excluding Railways.
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Percentage Of Personnel In Various Age Groups
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# In the age groups, Others includes those below 20 years and over 60 years of age.

I.  The composition of personnel in the age groups 20-30 years and 30-40 years is very
substantial amongst personnel in MHA.
ii.  Larger departments like Railways, MHA (Police), Posts and IA&AD had relatively

larger percentages in the 20-30 years age group compared to other ministries which
comprise the rest of the smaller ministries/departments of the government.

3.58 Pattern with regard to smaller ministries/departments: On an analysis of the age
composition of personnel, the Commission noted a discernible pattern as regards ministries/
departments which were comparatively smaller. A review of all ministries/departments with
persons in positions (PIP) less than 500 was undertaken. The findings pointed to the fact that
in most of these ministries/departments the percentage of personnel in the age group 20-30
years was significantly lower than in the larger departments in the government.

Table 7: Percentage of Personnel in Various Age Groups!!

Total (Age Groups)

Ministry/Department PIP 20-30 30-40 40-50 50-60
Drinking Water and Sanitation 78 14.1 17.9 29.5 38.5
Panchayati Raj 82 3.7 26.8 31.7 37.8
Food Processing Industries 114 3.5 114 37.7 47.4
Overseas Indian Affairs 118 4.2 17.8 30.5 47.5
Parliamentary Affairs 123 7.3 21.1 32.5 35.0
Minority Affairs 148 7.4 16.9 32.4 37.8
AYUSH 164 6.1 12.2 30.5 51.2

11 Those below 20 years and above 60 years of age are not included.
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Total (Age Groups)

Ministry/Department PIP 20-30 30-40 40-50 50-60
New and Renewable Energy 187 7.0 12.8 28.3 51.9
Tribal Affairs 197 7.6 19.3 32.0 41.1
Steel 210 2.4 23.8 38.1 35.7
Petroleum and Natural Gas 230 1.7 12.2 26.1 60.0
Central Vigilance Commission 232 10.8 25.9 40.5 22.8
Heavy Industries and Public
Enterprises 246 4.1 9.8 30.1 56.1
Development of NER 259 9.3 154 30.5 43.6
Youth Affairs and Sports 281 5.7 28.8 18.9 44.1
Coal 305 3.6 6.5 25.6 64.3
Rural Development 476 3.8 13.4 38.7 44.1
Social Justice and Empowerment 492 6.1 26.6 28.4 38.6
Tourism 500 2.8 14.4 65.2 17.6

3.59 Personnel in Age Group of 50 to 60: With a view to ascertaining the retirements that
would take place in the coming few years the Commission reviewed the data for all
ministries/departments in the age group of 50 to 60 years. Of the total 33.02 lakh persons in
position, as on 01.01.2014, 9.48 lakh persons, constituting about 29 percent of personnel were

in the age group of 50 to 60 years.

3.60 Table 8 brings out the position in this regard amongst the largest ministries/departments.

Table 8: Proportion of Personnel in 50-60 Age Group

PIP ason PIP in the age
Sl 01.01.2014 group of 50-60 %age of 50-60
No. Ministry/Department (in lakh) (in lakh) age group in PIP
1. Railways 13.16 4.94 38
2. MHA incl. CAPFs 9.80 0.68 7
3. Defence (Civil) 3.98 1.51 38
4. Posts 1.90 0.79 42
5. Revenue 0.96 0.33 34
6. IA&AD 0.48 0.16 33
7. Urban Development 0.31 0.19 62
8. Atomic Energy 0.32 0.11 34
9. Health 0.21 0.07 33
10. Others 1.86 0.70 38
Total'? 32.98 9.48 29

12 Total of PIP in Table 8 is marginally different from PIP in other tables since data on age groups was
not furnished by a few ministries/departments.
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3.61 Data provided to the Commission indicates an unusually large percentage of personnel in
the 50-60 years age group in certain ministries/departments- 75 percent in Textiles, 64 percent
in Coal, 62 percent in Urban Development, 60 percent in Petroleum and Natural Gas, 57
percent in Science and Technology, 56 percent in Heavy Industry, 52 percent in New and
Renewable Energy, 51 percent in AYUSH and 50 percent in Power. This is a ready pointer to
the number of retirements that would take place in the next ten years.

3.62 The Ministry wise particulars of age profile of personnel as on 01.01.2014 is detailed in
Annex 5.

3.63 The Commission notes that losing experienced high level personnel entails
unquantifiable costs as new recruits will require training and on the job skills. At the
same time it presents ministries/departments the opportunity to align their personnel
requirement in line with their current and future challenges.

Expenditure on Pay and Allowances on Central Government Personnel

3.64 Expenditure on pay and allowances of Central Government personnel is specifically
budgeted and accounted for in the books of the government under the head ‘Salaries’ in the
case of all civil ministries/departments. To ensure integrity of data on expenditure, all
ministries/departments were requested to ensure that the data being provided was vetted by
their Chief Controller of Accounts.

3.65 The total expenditure on pay and allowances for civil personnel of Central Government
in the recent years is brought out in Table 9.

Table 9: Expenditure on Pay and Allowances

2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12 | 2012-13
Amount (X crore) 51,664 80,110 | 1,07,402 | 1,07,550 | 1,17,565 | 1,29,599
As a percent of GDP®3 1.04 1.42 1.66 1.38 1.33 1.30

The Commission has obtained details of expenditure from each ministry/department for up to
FY 2012-13. Of the total expenditure on pay and allowances of %1,29,599 crore for the
financial year 2012-13 the break up in terms of the principal ministries/departments is brought
out in Table 10.

13 GDP for FY 2011-12 and 2012-13 are based on New Series Estimates.
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Table 10: Per Capita Expenditure of Pay and Allowances

Total Per Capita Percentage of PIP-
Expenditure Expenditure Group wise
on Pay and on Pay and
PIP as on Allowances in | Allowances in A B c
Sl. Ministry/ 01.01.2014 FY 2012-13 FY 2012-13
No. Department (in lakh) (R crore) (R lakh)
1. Railways 13.16 55,038 4.18 <l1]| <1 99
2. MHA incl. CAPFs 9.80 29,076 2.97 2 6 92
3. Defence (Civil) 3.98 12,888 3.24 4| 15 81
4, Posts 1.90 7,730 4.07 <1 4 96
5. Revenue 0.96 4,894 5.10 6| 43 51
6. IA&AD 0.48 2,317 4.83 1| 67 32
7. Urban Development 0.31 1,112 3.59 51 23 72
8. Atomic Energy 0.32 2,107 6.58 27 | 38 35
0. Health 0.21 1,414 6.73 14 | 24 62
10. | Others 1.90 13,023 6.85 16 | 26 58
Total 33.02 1,29,599 3.92 3 9 88

3.66 The expenditure per capita on pay and allowances for civil Central Government personnel
for FY 2012-13 was %3.92%* lakh per annum.

3.67 Five ministries/departments with highest per capita expenditure on Pay and Allowances.

Table 11:Ministries with Highest Per Capita Expenditure on Pay and Allowances

Total Per Capita Percentage in
Expenditure Expenditure on Groups

Persons in on Pay and Pay and

Position as | Allowances in Allowances in A B C
on FY 2012-13 FY 2012-13

Ministry/ Department 01.01.2014 (R crore) (X lakh)

1. | External Affairs# 3,037 1061.45 34.95 37 | 38 | 25
5 New and Renewable

" | Energy 187 19.91 10.65 43 | 19 | 38
3. | Food Processing 114 9.46 8.29 37 | 26 | 37
4. | Electronics and IT 5,260 404.31 7.70 57 | 27 | 16
5. | Power 1,044 77.49 7.42 31 | 30 | 39

# Inclusive of salaries and allowances paid abroad hence distinct from others.

3.68 Data on expenditure on pay and allowances for personnel clearly points to a positive
relationship between ministries/departments with most of workforce in Group “A’ and the per
capita expenditure on pay and allowances.

14 Per capita expenditure figure will be marginally lower since, as per the Commission’s estimate, the
coverage of personnel is around 99 percent.
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Expenditure on Pay and Allowances: Issues for Review

3.69 With regard to expenditure on pay and allowances for personnel in the Central
Government two issues merit specific mention and the Commission is recommending review
of existing arrangements in this regard.

3.70 Gramin Dak Sevaks: Examination of the existing classification of expenditure provisions
of the Department of Posts reveals that expenditure on personnel in respect of pay and
allowances of regular Central Government personnel serving in the department as well as that
of Gramin Dak Sevaks are clubbed together under the head ‘Salaries.” Since Gramin Dak
Sevaks are not reckoned as Central Government personnel, expenditure on pay and allowances
of this category of personnel should be distinct from regular Central Government personnel.
The Commission accordingly recommends that the Department of Posts budget and
account for remuneration of Gramin Dak Sevaks under a head distinct from ‘Salaries,’
as they are not reckoned as Central Government employees.

3.71 Expenditure on Allowances: At present substantial amount of expenditure is being
incurred by the Central Government on payment of Allowances to its personnel. Allowances
however are not being separately budgeted or accounted for in the books of the Central
Government- they are subsumed in the head “Salaries.” This applies to Civil Ministries,
Railways, Defence Services and Posts. Hence the expenditure on Allowances as is available in
some documents like the Expenditure Budget or in publications of the Pay Research Unit
(PRU) is at best an approximation. There is a need for transparent and reliable data on
Allowances to be available in public domain. For the purposes of transparency and
availability of information in the public domain, the Commission recommends that a
separate Object head may be created to capture expenditure on Allowances- in Civil,
Defence, Railways and Posts.

Contractual Manpower in Government

3.72 The General Financial Rules provide for outsourcing of services in the interest of
economy and efficiency. Broad guidance is provided in the Rules on identification of
contractors and the tendering process.

There are three kinds of contractual appointments:

i.  Tasks of a routine nature, typically those relating to housekeeping, maintenance, related
activities, data entry, driving, and so on, which are normally bundled and entrusted to
agencies. These agencies then depute the necessary persons to carry out these tasks.

ii.  The VI CPC had recommended introduction of contractual appointments for selected
posts, particularly those requiring high professional skills. Under this, suitable persons
from outside could be inducted in the government on negotiated salaries/emoluments.

iii.  The third category relates to retirees from government, whose skills, expertise,
knowledge that was acquired while in government service is found to be useful to
government, and therefore the services of such persons are taken on a contractual basis
for varying lengths of time.
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3.73 The Commission had through its Questionnaire sought the views of all stakeholders
regarding their experience with outsourcing at various levels in the government and whether
there existed a case for streamlining it. The Commission also sought to ascertain if there existed
a clear identification of jobs that can be outsourced.

3.74 Response of Ministries on Contractual Manpower: The response received by the
Commission on the issue of outsourcing from ministries/departments has been a mixed one.
The Department of Personnel and Training has stated that with the removal of the category of
Group D employees, those existing therein were to be moved up to Group "C’ cadre through a
process of training. Therefore unskilled functions in the government sector would be
contracted from outsources. The Ministry of Defence stated that the experience of outsourcing
in conservancy services and transport had been quite good. The Department of Atomic Energy
while supporting outsourcing, recommended that a standard operating procedure may be
introduced through legislative means to enable outsourcing for routine activities like
maintenance, transport services, canteen services etc. through professional agencies so as to
avoid legal complications and exploitation of persons who have been taken on contract. The
Central Board of Direct Taxes (CBDT) also supported outsourcing, though it felt the need for
effecting some streamlining. The Ministry of AYUSH also supported outsourcing of routine
administrative works.

3.75 On the other hand, there were a number of ministries/departments whose support for
outsourcing was qualified. The Department of Posts stated that outsourcing in core operation
was not suitable since outsourced manpower keep on changing frequently and it is difficult to
train them. They were, however, not against outsourcing for housekeeping, maintenance
related activities, driving staff and secretarial assistance. The Department of Economic Affairs
was strongly against outsourcing and stated that it should be used in the rarest of rare case for
duties of a peripheral nature. They were clearly against outsourcing of data processing. They,
however, did feel that in the more commonplace functions the experience of outsourcing has
been good. The Ministry of Power stated that outsourcing could only temporarily supplement
the requirements of government. They noted their concerns with regard to confidentiality and
accountability of outsourced personnel. However, jobs of drivers, multi-level tasking staff and
DEO could be outsourced on need basis. The National Informatics Centre (NIC) was also
against outsourcing stating that it entailed duplication of work done by regular employees.

3.76 Views of JCM-Staff Side: The JCM-Staff Side has, in its memorandum to the
Commission, strongly opposed outsourcing stating that the existence of a large array of
personnel employed by the government through contractors is pushing a major segment of
government functions into the informal sector.

3.77 Nature of Deployment: The Commission had sought from all ministries/departments
information with regard to remuneration levels of contacted manpower to ascertain the level
of work being assigned to them. In most ministries/departments that have provided
information, it is evident that the nature of jobs being contracted out were of a routine nature,
involving a low level of remuneration. However Department of Electronics and Information
Technology did engage a fair number of contractual personnel at higher levels of
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remuneration®®. Railways and Ministry of Home Affairs also reported deployment of some
contract personnel with higher remuneration.

3.78 Expenditure on Contractual Manpower: The Commission also sought information from
all ministries/departments on expenditure towards engagement of contractual manpower. The
information provided is brought out in Table 12.

Table 12: Annual Expenditure on Contractual Manpower

(Z incrore)
Annual Expenditure on
Sl Contractual Manpower
No. | Name of Ministry/ Departments (F.Y. 2012-13)

1 Railways 34.94
2 Police incl. CAPFs 25.72
3 Posts 19.55
4 IA&AD 28.47
5 Urban Development 0.99
6 Atomic Energy 9.93
7 Health 26.90
8 Others 153.99
Total 300.49

3.79 While the expenditure incurred on contractual manpower is relatively small compared to
expenditure on Salaries of personnel serving in the government, they are in their own right
significant and also likely to increase in the coming years. This warrants streamlining the
existing regime governing outsourcing of contracted manpower, as has also been suggested by
some ministries.

3.80 The responses and data received by the Commission suggests that there is a general
consensus that routine administrative jobs in the government can continue to be outsourced.
In this regard the Commission is of the view that a clear guidance from the government
on jobs that can and should be contracted out would be appropriate. While doing so the
concerns of confidentiality and accountability may be kept in view. Further, to bring
about continuity and to address the concerns regarding exploitation of contractual
manpower, uniform guidelines/model contract agreements may be devised by the
government.

3.81 Earlier in this chapter the fact that in a number of ministries/departments a large
percentage of personnel will be retiring in the near future has been brought out. Loss of
experienced high level personnel can entail unquantifiable costs as new recruits will require
investment in terms of training, mentoring etc. In this light utilisation of retiring personnel with
suitable skill sets can also be considered.

15 Remuneration of over 350,000 per month per person.
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3.82 The Commission is also of the view that a database should be available with the
government which can enable it to draw upon high level retiring personnel, who have the
required capabilities to be utilised through contractual appointments.

Conclusions and Recommendations

3.83 The following are the conclusions and recommendations:

Vi.

Vii.

viii.

The Commission notes that based on the medium term goals and priorities of the
government, a determination of skills and competencies required to meet them,
needs to be made across Central Government ministries/departments. This will
have implications both for recruitment policy as well as the size and composition
of the government.

To ensure integrity and availability of consistent data on personnel in the
government, the Commission is of the view that the database on personnel needs
to be standardised on an IT platform, across all civil ministries/departments. This
will facilitate ease in compilation, aggregation and make reliable data readily
available to concerned stakeholders.

The Commission notes that in addition to details on composition of personnel in
terms of the Group "A’, ‘B’ and "C’ it would be useful both for purposes of
management information and decision making if reliable data on personnel in
terms of job families is collected.

Retiring personnel in a number of ministries/departments are substantial and this
presents two sets of implications. At one level losing experienced high level
personnel entails unquantifiable costs as new recruits will require training and on
the job skills. At the same time it presents ministries/departments the opportunity
to align their personnel requirement in line with their current and future
challenges.

The Commission recommends that the Department of Posts budget and account
for remuneration of Gramin Dak Sevaks under a head distinct from Salaries, as
they are not reckoned as Central Government employees.

For the purposes of transparency and availability of information in the public
domain, it is recommended that a separate Object head may be created to capture
expenditure on Allowances in Civil, Defence, Railways and Posts.

The Commission is of the view that a clear guidance from the government on jobs
that can and should be contracted out would be appropriate. While doing so the
concerns of confidentiality and accountability may be kept in view. Further, to
bring about continuity and to address the concerns regarding exploitation of
contractual manpower, uniform guidelines/model contract agreements may be
devised by the government.

The Commission is also of the view that a database should be available with the
government which can enable it to draw upon high level retiring personnel, who
have subject matter knowledge, experience and skills to be utilised through
contractual appointments.
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Annex 1: Sanctioned Strength, Persons in Position and Vacancies as on 01.01.2014

Annexures to Chapter 3

Vacancies
Sanctioned Persons in as a percent
Strength as Position Vacancies of
Sl on (PIP) as on ason Sanctioned
No. Name of Ministry/Department 01.01.2014 01.01.2014 01.01.2014 Strength
1 | Ministry of Agriculture 9,561 7,679 1,882 20
2 | Department of Atomic Energy 36,806 32,330 4,476 12
3 | Ministry of AYUSH 275 162 113 41
4 Ministry of Chemicals and Fertilizers 737 570 167 23
5 | Ministry of Civil Aviation 1,757 977 780 44
6 | Ministry of Coal 415 305 110 27
7 | Ministries of Commerce and Industry 5,187 3,771 1,416 27
8 | Ministry of Communications and 2,60,488 1,97,872 62,616 24
Information Technology
of which Department of Posts 2,49,588 1,89,771 59,817 24
9 Ministry of Consumer Affairs, Food and 2,584 1,775 809 31
Public Distribution
10 | Ministry of Corporate Affairs 2,361 1,411 950 40
11 | Ministry of Culture 11,193 7,979 3,214 29
12 | Ministry of Defence (Civil) 5,85,476 3,98,422 1,87,054 32
13 | Ministry of Development of North Eastern 341 259 82 24
Region
14 | Ministry of Drinking Water and Sanitation 125 78 47 38
15 | Ministry of Earth Sciences 7,398 5,214 2,184 30
16 | Ministry of Environment, Forests and 4,871 3,083 1,788 37
Climate Change
17 | Ministry of External Affairs 4,577 3,037 1,540 34
18 | Ministry of Finance 1,76,260 95,863 80,397 46
of which
Central Board of Direct Taxes 78,544 42,069 36,475 46
Central Board of Excise and Customs 73,853 50,912 22,941 31
19 | Ministry of Food Processing Industries 149 114 35 23
20 | Ministry of Health and Family Welfare 29,463 21,061 8,402 29
21 | Ministry of Heavy Industries and Public 372 246 126 34
Enterprises
22 | Ministry of Home Affairs 9,71,875 9,02,631 69,244 7
23 | Ministry of Human Resources 1,909 1,246 663 35
Development
24 | Ministry of Information and Broadcasting 6,696 4,485 2,211 33
25 | Ministry of Labour and Employment 6,816 4,953 1,863 27
26 | Ministry of Law and Justice 2,018 1,416 602 30
27 | Ministry of Micro, Small and Medium 2,692 1,880 812 30
Enterprises
28 | Ministry of Mines 14,069 9,116 4,953 35
29 | Ministry of Minority Affairs 249 148 101 41
30 | Ministry of New and Renewable Energy 300 187 113 38
31 | Ministry of Overseas Indian Affairs 188 118 70 37
32 | Ministry of Panchayati Raj 114 82 32 28
33 | Ministry of Parliamentary Affairs 159 123 36 23
34 | Ministry of Personnel Public Grievances 8,776 7,449 1,327 15
and Pensions (including CVC)
35 | Ministry of Petroleum and Natural Gas 301 230 71 24
36 | NITI Aayog 1,836 1,279 557 30
37 | Ministry of Power 1,895 1,044 851 45
38 | Ministry of Road, Transport and Highways 1,999 1,706 293 15
40 Index



Report of the Seventh CPC

Vacancies
Sanctioned Persons in as a percent
Strength as Position Vacancies of
Sl on (PIP) as on ason Sanctioned
No. Name of Ministry/Department 01.01.2014 01.01.2014 01.01.2014 Strength
39 | Ministry of Rural Development 653 476 177 27
40 | Ministry of Science and Technology 12,503 6,680 5,823 47
41 | Ministry of Shipping 2,934 1,885 1,049 36
42 | Ministry of Social Justice and 645 492 153 24
Empowerment
43 | Department of Space 18,412 15,011 3,401 18
44 | Ministry of Statistics and Programme 5,987 4,198 1,789 30
Implementation
45 | Ministry of Steel 263 210 53 20
46 | Ministry of Textiles 3,789 3,095 694 18
47 | Ministry of Tourism 583 500 83 14
48 | Ministry of Tribal Affairs 307 197 110 36
49 | *Ministry of Urban Development 42,675 30,665 12,010 28
(including Housing and Urban Poverty
Alleviation
50 | Ministry of Water Resources, River 15,697 11,051 4,646 30
Development and Ganga Rejuvenation
51 | Ministry of Women and Child 698 519 179 26
Development
52 | Ministry of Youth Affairs and Sports 458 281 177 39
53 | Ministry of Railways 15,51,215 13,15,688 2,35,527 15
54 | Union Public Service Commission 1,990 1,464 526 26
55 | Indian Audit and Accounts Department 68,374 48,164 20,210 30
56 | Election Commission 641 365 276 43
Total (excluding UTs and Delhi Police) 38,90,112 31,61,242 7,28,870 19
Andaman and Nicobar Islands 29,915 27,516 2,399 8
Chandigarh 31,153 25,200 5,953 19
Dadra Nagar Haveli 3,761 3,025 736 20
Daman and Diu 3,465 2,316 1,149 33
Lakshadweep 5,765 4,754 1,011 18
Delhi Police 84536 77483 7,053 8
Grand Total 40,48,707 33,01,536 7,471,171 18

(i) Departments, within Ministries, with larger than one percent of total Person in Position(PIP) of

Central Government have been distinctly included in Annex 1 to 5.

(i) *Ministry of Urban Development is also the Cadre Controlling Ministry in respect of Personnel

in the Ministry of Housing and Poverty Alleviation (HUPA).
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Annex 2: Persons in Position over the Years

Personsin | Personsin Persons in
Position as | Position as Change Position as Change
Sl on on between on between
No. Name of Ministry/Department | 01.01.2006 | 01.01.2010 2006-2010 01.01.2014 2010-2014
1 Ministry of Agriculture 9,517 8,388 -1,129 7,679 -709
2 Department of Atomic Energy 32,964 32,170 -794 32,330 160
3 Ministry of AYUSH 162 162 0 162 0
4 Ministry of Chemicals and
Fertilizers 745 631 -114 570 -61
5 Ministry of Civil Aviation 1,322 1,272 -50 977 -295
6 Ministry of Coal 331 321 -10 305 -16
7 Ministry of Commerce and
Industry 4,680 4,180 -500 3,771 -409
8 Ministry of Communications and
Information Technology 2,25,418 2,03,251 -22,167 1,97,872 -5,379
of which Department of Posts 2,17,808 1,95,883 -21,925 1,89,771 -6,112
9 Ministry of Consumer Affairs,
Food and Public Distribution 2,211 2,015 -196 1,775 -240
10 Ministry of Corporate Affairs 1,519 1,443 -76 1,411 -32
11 Ministry of Culture 7,993 8,084 91 7,979 -105
12 Ministry of Defence (Civil) 4,51,163 4,19,943 -31,220 3,98,422 -21,521
13 Ministry of Development of
North Eastern Region 232 258 26 259 1
14 Ministry of Drinking Water and
Sanitation 0 67 67 78 11
15 Ministry of Earth Sciences 6,732 6,062 -670 5,214 -848
16 Ministry of Environment,
Forests and Climate Change 4,350 5,081 731 3,083 -1,998
17 Ministry of External Affairs 1,806 2,792 986 3,037 245
18 Ministry of Finance 1,05,193 1,02,957 -2,236 95,863 -7,094
of which
Central Board of Direct Taxes 43,157 42,346 -811 42,069 -277
Central Board of Excise and
Customs 58,338 57,315 -1,023 50,912 -6,403
19 Ministry of Food Processing
Industries 229 111 -118 114 3
20 Ministry of Health and Family
Welfare # 21,061 21,061 0 21,061 0
21 Ministry of Heavy Industries and
Public Enterprises 284 299 15 246 -53
22 Ministry of Home Affairs
(including Delhi Police) 7,44,067 8,13,051 68,984 9,80,114 1,67,063
23 Ministry of Human Resource
Development 1,640 1,460 -180 1,246 -214
24 Ministry of Information and
Broadcasting 5,528 5,013 -515 4,485 -528
25 Ministry of Labour And
Employment 6,001 5,183 -818 4,953 -230
26 Ministry of Law and Justice 1,683 1,544 -139 1,416 -128
27 Ministry of Micro, Small And
Medium Enterprises 1,933 1,927 -6 1,880 -47
28 Ministry of Mines 12,214 10,081 -2,133 9,116 -965
29 Ministry of Minority Affairs 186 163 -23 148 -15
30 Ministry of New And Renewable
Energy 256 262 6 187 -75
31 Ministry of Overseas Indian
Affairs 146 146 0 118 -28
32 Ministry of Panchayati Raj 52 78 26 82 4
33 Ministry of Parliamentary
Affairs 149 129 -20 123 -6
34 Ministry of Personnel, Public
Grievances and Pensions
(including CVC) 6,663 6,988 325 7,449 461
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Personsin | Personsin Persons in
Position as | Position as Change Position as Change

Sl. on on between on between
No. Name of Ministry/Department | 01.01.2006 | 01.01.2010 2006-2010 01.01.2014 2010-2014
35 Ministry of Petroleum and

Natural Gas 269 264 -5 230 -34
36 NITI Aayog 1,496 1,362 -134 1,279 -83
37 Ministry of Power 1,768 1,343 -425 1,044 -299
38 Ministry of Road, Transport and

Highways 3,265 1,334 -1,931 1,706 372
39 Ministry of Rural Development 599 510 -89 476 -34
40 Ministry of Science and

Technology 10,173 8,346 -1,827 6,680 -1,666
41 Ministry of Shipping 2,701 2,207 -494 1,885 -322
42 Ministry of Social Justice and

Empowerment 536 516 -20 492 -24
43 Department of Space 14,679 14,780 101 15,011 231
44 Ministry of Statistics and

Programme Implementation 4,619 4,077 -542 4,198 121
45 Ministry of Steel 199 250 51 210 -40
46 Ministry of Textiles 5,097 4,990 -107 3,095 -1,895
47 Ministry of Tourism 579 560 -19 500 -60
48 Ministry of Tribal Affairs 216 219 3 197 -22
49 Andaman and Nicobar Islands 23,661 26,377 2,716 27,516 1,139
50 Chandigarh 19,371 24,308 4,937 25,200 892
51 Dadra Nagar Haveli 2,860 3,266 406 3,025 -241
52 Daman and Diu 2,839 2,371 -468 2,316 -55
53 Lakshadweep 5,472 5,316 -156 4,754 -562
54 *Ministry of Urban

Development (including

Housing and Urban Poverty

Alleviation) 36,517 29,970 -6,547 30,665 695
55 Ministry of Water Resources,

River Development and Ganga

Rejuvenation 14,164 12,500 -1,664 11,051 -1,449
56 Ministry of Women and Child

Development 645 572 -73 519 -53
57 Ministry of Youth Affairs and

Sports 350 337 -13 281 -56
58 Ministry of Railways 14,11,913 13,71,133 -40,780 13,15,688 -55,445
59 Union Public Service

Commission 1,718 1,651 -67 1,464 -187
60 Indian Audit and Accounts

Department 49,283 45,478 -3,805 48,164 2,686
61 Election Commission 327 319 -8 365 46

GRAND TOTAL 32,73,746 32,30,929 -42,817 33,01,536 70,607

#Ministry of Health has provided data only for the year 2014. For consistency these figures have been adopted
for the years 2006 and 2010.
*Ministry of Urban Development is also the Cadre Controlling Ministry in respect of Personnel in the Ministry
of Housing and Poverty Alleviation (HUPA).
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Annex 3: Post 01.01.2004 Recruitment over the Post 01.01.2004 Recruitment over the Years

Post Post Post
01.01.2004 | 01.01.2004 01.01.2004
Recruits, Recruits, Recruitment Recruits, Recruitment
Sl Name of Ministry/ ason ason between ason between
No. Department 01.01.2006 | 01.01.2010 2006-2010 01.01.2014 2010-2014
1 Ministry of Agriculture 839 984 145 1,359 375
2 Department of Atomic
Energy 3,211 6,681 3,470 9,999 3,318
3 Ministry of AYUSH 0 4 4 4 0
4 Ministry of Chemicals and
Fertilizers 3 27 24 70 43
5 Ministry of Civil Aviation 9 23 14 49 26
6 Ministry of Coal 3 7 4 12 5
7 Ministry of Commerce and
Industry 98 206 108 410 204
8 Ministry of Communications
and Information Technology 21,320 30,315 8,995 53,586 23,271
of which Department of Posts 21,220 29,679 8,459 52,263 22,584
9 Ministry of Consumer
Affairs, Food and Public
Distribution 35 148 113 293 145
10 | Ministry of Corporate Affairs 90 117 27 335 218
11 Ministry of Culture 461 851 390 1,235 384
12 | Defence (Civil) 38,853 62,094 23,241 1,02,303 40,209
13 | Ministry of Development of
North Eastern Region 13 21 8 44 23
14 | Ministry of Drinking Water
and Sanitation 0 67 67 78 11
15 | Ministry of Earth Sciences 51 93 42 144 51
16 Ministry of Environment ,
Forests and Climate Change 97 394 297 875 481
17 | Ministry of External Affairs 256 396 140 966 570
18 Ministry of Finance 6,281 17,913 11,632 31,351 13,438
of which
Central Board of Direct
Taxes 2,398 7,058 4,660 11,686 4,628
Central Board of Excise and
Customs 3,740 10,577 6,837 19,069 8,492
19 | Ministry of Food Processing
Industries 0 1 1 10 9
20 | Ministry of Health and
Family Welfare 0 699 699
21 | Ministry of Heavy Industries
and Public Enterprises 0 4 4 8 4
22 | Ministry of Home Affairs
(including Delhi Police) 1,02,773 2,42,799 1,40,026 4,65,959 2,23,160
23 | Ministry of Human Resource
Development 176 180 4 238 58
24 | Ministry of Information and
Broadcasting 1,231 1,211 -20 1,135 -76
25 | Ministry of Labour And
Employment 456 595 139 835 240
26 | Ministry of Law and Justice 0 0 0 0 0
27 | Ministry of Micro, Small
And Medium Enterprises 183 79 -104 140 61
28 | Ministry of Mines 288 764 476 2,404 1,640
29 | Ministry of Minority Affairs 6 9 3 7 -2
30 | Ministry of New and
Renewable Energy 0 0 0 34 34
31 | Ministry of Overseas Indian
Affairs 0 19 19 18 -1
32 | Ministry of Panchayati Raj 0 4 4 10 6
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Post Post Post
01.01.2004 | 01.01.2004 01.01.2004
Recruits, Recruits, Recruitment Recruits, Recruitment

Sl Name of Ministry/ ason ason between ason between
No. Department 01.01.2006 | 01.01.2010 2006-2010 01.01.2014 2010-2014
33 | Ministry of Parliamentary

Affairs 5 10 5 20 10
34 Ministry of Personnel, Public

Grievances and Pensions

(including CVC) 184 1,051 867 1,773 722
35 | Ministry of Petroleum and

Natural Gas 15 15 0 21 6
36 | NITI Aayog 443 537 94 640 103
37 | Ministry of Power 12 127 115 198 71
38 | Ministry of Road Transport

and Highways 1,541 221 -1,320 365 144
39 | Ministry of Rural

Development 4 27 23 66 39
40 | Ministry of Science and

Technology 495 717 222 700 -17
41 | Ministry of Shipping 288 424 136 487 63
42 | Ministry of Social Justice

and Empowerment 1 5 4 74 69
43 | Department of Space 1,676 3,617 1,941 5,696 2,079
44 | Ministry of Statistics and

Programme Implementation 771 1,059 288 1,692 633
45 | Ministry of Steel 6 5 -1 7 2
46 | Ministry of Textiles 159 225 66 364 139
47 | Ministry of Tourism 0 0 0 85 85
48 | Ministry of Tribal Affairs 48 51 3 29 -22
49 | Andaman and Nicobar

Islands 2,171 2,299 128 4,362 2,063
50 | Chandigarh 620 2,033 1,413 2,743 710
51 | Dadra Nagar Haveli 56 521 465 379 -142
52 | Daman and Diu 1,786 1,467 -319 1,475 8
53 | Lakshadweep 1,592 1,370 -222 1,831 461
54 | Ministry of Urban

Development (including

Housing and Urban Poverty

Alleviation) 272 807 535 3,980 3,173
55 | *Ministry of Water

Resources, River

Development and Ganga

Rejuvenation 541 1,387 846 2,722 1,335
56 | Ministry of Women and

Child Development 4 15 11 74 59
57 | Ministry of Youth Affairs

and Sports 1 3 2 19 16
58 | Ministry of Railways 65,288 1,55,917 90,629 3,96,260 2,40,343
59 | Union Public Service

Commission 50 137 87 274 137
60 | Indian Audit and Accounts

Department 781 2,417 1,636 12,297 9,880
61 | Election Commission 22 34 12 86 52

Grand Total 2,55,565 5,42,504 2,86,939 11,13,329 5,70,825

*Ministry of Urban Development is also the Cadre Controlling Ministry in respect of Personnel in the Ministry of Housing

and Poverty Alleviation (HUPA)
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Annex 4: Composition of Personnel in various Groups (CA’, "B’, "C’)

Sl. Name of Ministry/ Persons in Position (PIP) as on 01.01.2014 Percentage of Total
No. Department Gr. A Gr.B Gr.C Total Gr. A Gr.B Gr.C
1 | Ministry of Agriculture 606 2,123 4,950 7,679 8 28 64

2 | Department of Atomic

Energy 8,515 12,404 11,411 32,330 27 38 35
3 | Ministry of AYUSH 59 42 61 162 36 26 38
4 | Ministry of Chemicals

and Fertilizers 91 191 288 570 16 34 51
5 | Ministry of Civil

Aviation 396 163 418 977 41 17 43
6 | Ministry of Coal 40 102 163 305 13 33 53
7 | Ministry of Commerce

and Industry 802 1,171 1,798 3,771 21 31 48
8 | Ministry of

Communications and

Information Technology 4,395 8,980 1,84,497 1,97,872 2 5 93

of which Department of

Posts 527 6,826 | 1,82,418 | 1,89,771 0 4 96
9 | Ministry of Consumer

Affairs, Food and Public

Distribution 227 527 1,021 1,775 13 30 58
10 | Ministry of Corporate

Affairs 385 488 538 1,411 27 35 38
11 | Ministry of Culture 241 872 6,866 7,979 3 11 86
12 | Ministry of

Defence(Civil) 17,160 59,415 | 3,21,847 | 3,98,422 4 15 81
13 | Ministry of

Development of North

Eastern Region 54 86 119 259 21 33 46
14 | Ministry of Drinking

Water and Sanitation 19 40 19 78 24 51 24
15 | Ministry of Earth

Sciences 313 2,975 1,926 5,214 6 57 37
16 | Ministry of

Environment, Forests

and Climate Change 665 707 1,711 3,083 22 23 55
17 | Ministry of External

Affairs 1,130 1,156 751 3,037 37 38 25
18 | Ministry of Finance 5,847 40,925 49,091 95,863 6 43 51

of which

Central Board of Direct

Taxes 3,375 5,765 32,929 42,069 8 14 78

Central Board of Excise

and Customs 2,056 34,150 14,706 50,912 4 67 29
19 | Ministry of Food

Processing Industries 42 30 42 114 37 26 37
20 | Ministry of Health and

Family Welfare 2,997 4,972 13,092 21,061 14 24 62
21 | Ministry of Heavy

Industries and Public

Enterprises 69 80 97 246 28 33 39
22 | Ministry of Home

Affairs (including Delhi

Police) 16,090 60,162 | 9,03,862 | 9,80,114 2 6 92
23 | Ministry of Human

Resource Development 215 509 522 1,246 17 41 42
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Sl Name of Ministry/ Persons in Position (PIP) as on 01.01.2014 Percentage of Total
No. Department Gr.A Gr.B Gr.C Total Gr. A Gr.B Gr.C
24 | Ministry of Information

and Broadcasting 304 958 3,223 4,485 7 21 72
25 | Ministry of Labour and

Employment 826 895 3,232 4,953 17 18 65
26 | Ministry of Law and

Justice 190 412 814 1,416 13 29 58
27 | Ministry of Micro, Small

and Medium Enterprises 240 618 1,022 1,880 13 33 54
28 | Ministry of Mines 2,483 692 5,941 9,116 27 8 65
29 | Ministry of Minority

Affairs 38 48 62 148 26 32 42
30 | Ministry of New and

Renewable Energy 80 35 72 187 43 19 39
31 | Ministry of Overseas

Indian Affairs 26 40 52 118 22 34 44
32 | Ministry of Panchayati

Raj 30 31 21 82 37 38 26
33 | Ministry of

Parliamentary Affairs 21 39 63 123 17 32 51
34 | Ministry of Personnel,

Public Grievances and

Pensions (including

CVQC) 855 1,978 4,616 7,449 11 27 62
35 | Ministry of Petroleum

and Natural Gas 51 103 76 230 22 45 33
36 | NITI Aayog 391 423 465 1,279 31 33 36
37 | Ministry of Power 323 313 408 1,044 31 30 39
38 | Ministry of Road

Transport and Highways 303 438 965 1,706 18 26 57
39 | Ministry of Rural

Development 117 203 156 476 25 43 33
40 | Ministry of Science and

Technology 402 2,059 4,219 6,680 6 31 63
41 | Ministry of Shipping 185 560 1,140 1,885 10 30 60
42 | Ministry of Social

Justice and

Empowerment 83 163 246 492 17 33 50
43 | Department of Space 8,555 3,416 3,040 15,011 57 23 20
44 | Ministry of Statistics and

Programme

Implementation 393 2,842 963 4,198 9 68 23
45 | Ministry of Steel 39 86 85 210 19 41 40
46 | Ministry of Textiles 145 749 2,201 3,095 5 24 71
47 | Ministry of Tourism 64 103 333 500 13 21 67
48 | Ministry of Tribal

Affairs 49 62 86 197 25 31 44
49 | Andaman and Nicobar

Islands 614 7,351 19,551 27,516 2 27 71
50 | Chandigarh 1,975 3,925 19,300 25,200 8 16 77
51 | Dadra Nagar Haveli 47 1,902 1,076 3,025 2 63 36
52 | Daman and Diu 56 1,371 889 2,316 2 59 38
53 | Lakshadweep 40 1,288 3,426 4,754 1 27 72
54 | *Ministry of Urban

Development (including

Housing and Urban

Poverty Alleviation) 1,539 6,967 22,159 30,665 5 23 72
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Sl Name of Ministry/ Persons in Position (PIP) as on 01.01.2014 Percentage of Total
No. Department Gr.A Gr.B Gr.C Total Gr. A Gr.B Gr.C
55 | Ministry of Water

Resources, River

Development and Ganga

Rejuvenation 1,237 2,391 7,423 11,051 11 22 67
56 | Ministry of Women and

Child Development 82 154 283 519 16 30 55
57 | Ministry of Youth

Affairs and Sports 35 87 159 281 12 31 57
58 | Ministry of Railways 8,493 7,283 | 12,99,912 | 13,15,688 <1 <1 99
59 | Union Public Service

Commission 157 527 780 1,464 11 36 53
60 | Indian Audit and

Accounts Department 605 32,105 15,454 48,164 1 67 32
61 | Election Commission 70 155 140 365 19 42 38

GRAND TOTAL 91,501 | 2,80,892 | 29,29,143 | 33,01,536 3 9 89

*Ministry of Urban Development is also the Cadre Controlling Ministry in respect of Personnel in the Ministry

of Housing and Poverty Alleviation (HUPA)
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Annex 5: Age Profile of Persons in Position as on 01.01.2014

Sl >20and | >30and | >40 and | >50 and
No. Name of Ministry/ Department <30yrs. | <40yrs. | <50yrs. | <60yrs. | Others Total
1 | Ministry of Agriculture 837 1,012 2,530 3,298 2 7,679
2 | Department of Atomic Energy 4,177 7,735 9,228 11,136 54 32,330
3 Ministry of AYUSH 10 20 50 84 0 164
4 | Ministry of Chemicals and
Fertilizers 47 106 220 197 0 570
5 | Ministry of Civil Aviation 161 88 288 439 1 977
6 | Ministry of Coal 11 20 78 196 0 305
7 | Ministry of Commerce and
Industry 118 486 1,337 1,830 0 3,771
8 | Ministry of Communications
and Information Technology 28,833 30,140 54,632 80,933 493 | 1,95,031
of which Department of Posts 28,370 29,333 52,289 79,295 484 1,89,771
9 | Ministry of Consumer Affairs,
Food and Public Distribution 197 247 515 817 0 1,776
10 | Ministry of Corporate Affairs 161 337 499 411 3 1,411
11 | Ministry of Culture 325 1,504 2,647 3,502 1 7,979
12 | Ministry of Defence (Civil) 48,849 91,303 | 1,06,256 | 1,51,161 853 | 3,98,422
13 | Ministry of Development of
North Eastern Region 24 40 79 113 3 259
14 | Ministry of Drinking Water and
Sanitation 11 14 23 30 0 78
15 | Ministry of Earth Sciences 309 370 2,274 2,258 3 5,214
16 | Ministry of Environment,
Forests and Climate Change 78 458 1,390 1,154 3 3,083
17 | Ministry of External Affairs 282 495 1,060 1,200 0 3,037
18 | Ministry of Finance 9,603 16,877 36,019 33,307 57 95,863
of which
Central Board of Direct Taxes 4,987 7,593 16,339 13,132 18 42,069
Central Board of Excise and
Customs 4,375 8,863 18,634 19,040 0 50,912
19 | Ministry of Food Processing
Industries 4 13 43 54 0 114
20 | Ministry of Health and Family
Welfare 2,019 3,982 7,225 7,296 539 21,061
21 | Ministry of Heavy Industries
and Public Enterprises 10 24 74 138 0 246
22 | Ministry of Home Affairs
(including Delhi Police) 3,94,548 | 2,59,660 | 2,43,913 67,933 | 14,060 | 9,80,114
23 | Ministry of Human Resource
Development 77 138 405 626 0 1,246
24 | Ministry of Information and
Broadcasting 313 599 1,566 2,004 3 4,485
25 | Ministry of Labour and
Employment 342 962 1,671 1,948 30 4,953
26 | Ministry of Law and Justice 83 337 459 513 24 1,416
27 | Ministry of Micro, Small and
Medium Enterprises 78 452 668 685 0 1,883
28 | Ministry of Mines 1,069 1,327 2,495 4,223 2 9,116
29 | Ministry of Minority Affairs 11 25 48 56 8 148
30 | Ministry of New and
Renewable Energy 13 24 53 97 0 187
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31 | Ministry of Overseas Indian

Affairs 5 21 36 56 0 118
32 | Ministry of Panchayati Raj 3 22 26 31 0 82
33 | Ministry of Parliamentary

Affairs 9 26 40 43 5 123
34 | Ministry of Personnel, Public

Grievances and Pensions

(including CVC) 652 1,675 3,313 1,794 15 7,449
35 | Ministry of Petroleum and

Natural Gas 4 28 60 138 0 230
36 | NITI Aayog 1,279
37 | Ministry of Power 69 125 326 523 1 1,044
38 | Ministry of Road, Transport

and Highways 108 417 620 557 4 1,706
39 | Ministry of Rural Development 18 64 184 210 0 476
40 | Ministry of Science and

Technology 212 1,050 1,628 3,787 3 6,680
41 | Ministry of Shipping 119 291 796 679 0 1,885
42 | Ministry of Social Justice and

Empowerment 30 131 140 190 1 492
43 | Department of Space 2854 | 3993 | 3196 | 4764 | 204 | 15011
44 | Ministry of Statistics and

Programme Implementation 842 702 1,030 1,624 0 4,198
45 | Ministry of Steel 5 50 80 75 0 210
46 | Ministry of Textiles 61 258 448 2,328 0 3,095
47 | Ministry of Tourism 14 72 326 88 0 500
48 | Ministry of Tribal Affairs 15 38 63 81 0 197
49 | Andaman and Nicobar Islands 3,074 7,196 10,113 7,101 32 27,516
50 | Chandigarh 5,215 4,940 7,910 7,004 131 25,200
51 | Dadra Nagar Haveli 220 522 1,207 1,070 6 3,025
52 | Daman and Diu 451 674 845 346 2,316
53 | Lakshadweep 519 1,166 1,451 1,618 0 4,754
54 | *Ministry of Urban

Development (including

Housing and Urban Poverty

Alleviation) 1,371 2,212 8,120 18,962 0 30,665
55 | Ministry of Water Resources,

River Development and Ganga

Rejuvenation 724 1,077 3,239 6,011 0 11,051
56 | Ministry of Women and Child

Development 52 70 149 248 0 519
57 | Ministry of Youth Affairs and

Sports 16 81 53 124 7 281
58 | Ministry of Railways 2,16,355 | 2,80,517 | 3,20,262 | 4,93,609 4,945 | 13,15,688
59 | Union Public Service

Commission 149 156 522 634 3 1,464
60 | Indian Audit and Accounts

Department 7,087 8,233 16,616 16,188 40 48,164
61 | Election Commission 49 87 164 64 1 365

GRAND TOTAL 7,32,902 | 7,34,689 | 8,60,708 | 9,47,586 | 21,537 | 32,98,701

*Ministry of Urban Development is also the Cadre Controlling Ministry in respect of Personnel in the Ministry
of Housing and Poverty Alleviation (HUPA)
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Annex A: Data Template for ministries/departments issued from 7th Central CPC (CPC)
Data on Personnel

Name of Ministry/ Department

Personnel - Disaggregate:

Group Particulars 01-01-2006M4 01-01-2010 01-01-2014
Group A Sanctioned Strength
Group A Number in position
Group A Recruited prior to 01.01.2004
Group A Recruited on and after 01.01.2004
Group A Vacancy
Group B Sanctioned Strength
Group B Number in position
Group B Recruited prior to 01.01.2004
Group B Recruited on and after 01.01.2004
Group B Vacancy
Group C Sanctioned Strength
Group C Number in position - - -
Group C Recruited prior to 01.01.2004
Group C Recruited on and after 01.01.2004
Group C Vacancy - - -
All Groups Sanctioned Strength
All Groups Number in position
All Groups Recruited prior to 01.01.2004 - - -
All Groups Recruited on and after 01.01.2004 - - -
All Groups Vacancy - - -

Note :- !l For 1/1/2006 data on Group C and D may be clubbed together.

Age profile of employees (All Groups):-

Of the total number of personnel in position as on 1/1/2014 in the Table above*
Those less than 20 years of age

20 or more but less than 30 years of age

30 or more but less than 40 years of age

40 or more but less than 50 years of age

50 or more but less than 60 years of age
60 or more years of age :
Note:- * In case of mismatch between G30 and E38, indicate the reason for the same in the Remarks/ Clarifications box
below.

Autonomous Bodies under the Ministry/ Department (As on 1/1/2014):

Number of Central Autonomous Bodies

No of personnel in Central Autonomous Bodies

Remarks/Clarifications if any with regard to data in Annex A (50 words):
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Annex B: Data Template for Ministries/Departments Issued from Seventh Central Pay Commission

Data on Expenditure on Salaries and allowances: (in < lakh)

Particulars FY 2010-11 FY 2011-12 FY 2012-13
1. Total Plan expenditure
2. Plan expenditure on Salaries and allowances
3. Total Non Plan expenditure
4. Non Plan expenditure on Salaries and allowances
5. Total expenditure (1+3)
6. Total expenditure on Salaries and allowances (2+4)
7. Expenditure on Grants in aid Salaries
Autonomous Bodies
Grants in aid Salaries paid to Central Autonomous Bodies: (in T lakh)
Particulars FY 2010-11 FY 2011-12 FY 2012-13

Grants in aid Salaries

Note: 1. Salary data should be based on Object heads

‘Salaries’ and ‘Grants in aid Salaries.’

2. Expenditure figures for Civil ministries should be based on figures provided
by the concerned Principal CCA/ CCA

Remarks/Clarifications if any with regard to data in Annex B (50 words):

Annex C: Data Template for Ministries/Departments Issued from Seventh Central Pay Commission
Data on Contractual Manpower:

Ministries/departments have, in the recent past, outsourced various services through manpower engaged on
contractual basis. In this regard the following data is sought:

Data on Contractual Manpower FY 2010-11 FY 2011-12 FY 2012-13
1. Man months of deployment at various remuneration levels

(a) to (d)
1.(a) 10,000 and less per month#

1.(b) From 10,001 to 20,000 per month#

1.(c) From 20,001 to 50,000 per month#

1.(d) Over 50,000 per month#

2. Expenditure incurred on contract manpower (in lakh)

Note: 1. # The remuneration figures should be exclusive of
service tax.

2. Expenditure figures for Civil ministries should be based on figures
provided by the concerned Principal CCA/ CCA.

Object head to which expenditure on contractual manpower
incurred :

Remarks/Clarifications if any with regard to data in Annex C (50 words):
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Annex D1: Data Template for Ministries/Departments Issued from Seventh Central Pay Commission

Data on Training of Employees:

Number in Position
as on 01.01.2014

Number of posts identified
for core competencies

Number of posts
identified for
specialised
competencies

Numbers trained during 2012-13

Numbers trained during 2013-
14

For core
competencies

For specialised
competencies

For core
competencies

For
specialised
competencies

Group
A

Group
B

Group
C

Total -

Remarks/Clarifications if any with regard to data in Annex D1 (50 words):

Annex D2: Data Template for Ministries/Departments Issued from Seventh Central Pay Commission

Statement providing details of Training (Category of Posts wise):

Training Budget for 2013-14 (where such budget exists) (% in lakh)

Actual Budget utilisation for 2013-14 (% in lakh)

Formulation of Training Plans

Status of creation of training

M

onitoring and

Infrastructure evaluation
Evaluation of
o Status of
Cat;gury of Whether Physical Noof In Database Hammﬁ dr:r:e/ training
0sts Trainin Annual Core Specialized Training centralized infrastructure house of Sgﬁa e);ugl ) objectives met
Pllarl1 9 Training competencies competencies cell Training created Fully faculty/ personnel (Hy)/ Y fully (F)/
YIN Plan identified identified created Institute(s) (F)/ Partially Master trained Larterl Partially(P)/
(YIN) (YIN) (YIN) (YIN) (YIN) exists (P)/ Not yet trainersy | maintained Quarterly Not
(YIN) (N) Instructors (YIN) (Q) Monthly substantial
(M)/ Not done N)
(N)
-1 -2 -3 -4 -5 -6 -7 -8 -9 -10 -11 -12
Remarks/Clarifications if any with regard to data in Annex D2 (50 words):
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Principles of Pay Determination Chapter 4.1

4.1.1 The Seventh CPC has been set up at a time of many noticeable changes on the
governance front. The principal role of the government as the prime facilitator has gained firm
ground. E-Governance has made considerable progress, facilitating communication and
improving coordination of authorities at different tiers of government. There is a specific
emphasis on Minimum Government and Maximum Governance, harping on the concept of a
leaner bureaucracy with more skilled people. There is also a definite need to harmonize the
functioning of the Central Government with the demands of the emerging global economic
scenario. This Commission had to keep all these factors while finalizing the compensation
structure for the Central Government employees.

Compensation Structure in a Government Setting

4.1.2 Employee compensation is an important element of government functioning. In
general, the level and structure of compensation should aim to achieve four objectives: (i) pay
should be sufficient to attract and retain high quality staff; (ii) pay should motivate staff to
work hard; (iii) pay policy should induce other human resource management reforms; and (iv)
pay should be set at a level to ensure long term fiscal sustainability.

Our Terms of Reference (ToRs)

4.1.3 The ToRs of the Seventh CPC broadly revolve around these objectives. The
Commission has been mandated to ‘examine, review, evolve and recommend changes that
are desirable and feasible regarding the principles that should govern the emoluments
structure including pay, allowances and other facilities/benefits, in cash or kind, having
regard to rationalization and simplification therein as well as the specialized needs of various
departments.’

4.1.4 In carrying out the above, the remaining terms of reference laid down certain pointers.
These include:

e ‘In so far as the defence forces are concerned the historical and traditional parities
with due emphasis on aspects unique to defence personnel is required to be kept in
mind.’

o ‘The framework in the emoluments structure is required to be linked with the need
to attract the most suitable talent to government service, promote efficiency,
accountability and responsibility in the work culture, and foster excellence in the
public governance system...’

e The recommendations have to be made keeping in view the economic conditions in
the country and need for fiscal prudence’ as also ‘the need to ensure that adequate
resources are available for developmental expenditures and welfare measures.’
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e Also to be kept in view is ‘the prevailing emoluments structure and retirement
benefits available to employees of the Central Public Sector Undertakings’ as also
‘the best global practices and their adaptability and relevance in Indian conditions.’

Challenges before this Commission

4.1.5 The real challenge before this Commission is to provide a pay structure which is
competitive yet affordable, attractive yet acceptable, forward looking yet adaptable, simple yet
rational, and one which matches with the current socio-economic and political conditions as
well as the changing perception of the overall administrative machinery and the public
governance system.

4.1.6 One of the peculiarities of the Indian civil structure and the pay structure that has
been in vogue is the high degree of emphasis on uniformity and relativity. In interacting
with various associations, federations, heads of institutions, what has clearly come across is the
prevalence of historical equations across the various cadres in government. Disturbances
caused in any of these have an immediate and very vocal effect by way of strident demands in
restoring earlier parities. Extensive litigation has come to be the norm. The second issue relates
to ease of administration. A simple structure with rules of fixation that are easy to understand
and apply would take away the possibility of either inadvertent errors or any element of
arbitrariness. This Commission has, therefore set simplicity and complete transparency as a
basic guiding principle.

4.1.7 From the employees’ perspective, the upper most aspect is naturally that the
emoluments should appropriately reflect the qualifications and the skill sets that each
individual brings to this system. Apart from being fair and adequate, what is crucial is that
the pay structure should correctly reflect the relative positions in the hierarchy. In its
deliberations, the Commission has found that the preponderance of grievances relates to the
emoluments drawn by others as opposite to what is received by oneself. Due care, therefore,
has been given to the aspect of equity.

4.1.8 Over the years, due to downsizing of bureaucracy, issues relating to diminishing or
in some cases non-existent promotional avenues have impacted the employees’
motivational levels. To address this problem, various schemes of assured career progression
have been introduced by previous Pay Commissions. It is now one of the major aspirational
challenges spurring work efficiency and which needs to be acknowledged by the Pay
Commission. The emoluments structure is now expected to provide scope for career
advancement by way of financial upgradation at reasonable intervals so as to keep the
workforce motivated.

Approach of this Commission

4.1.9 The efforts of the Commission have been to devise a pay structure to address all the
above listed issues and concerns. Special emphasis has been laid on designing a pay matrix
which is simple, transparent, predictable and easily comprehensible. During their
interactions with the Commission, the stakeholders placed many demands, ranging from
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common entry pay, rationalization of the existing grade pay structure, common treatment of
like cadres, transparent pay structure as also increasing the frequency of the MACP. The new
pay matrix incorporates all these features: subsuming the grade pay, the rationalized matrix
presents the whole universe of pay levels in one simple chart. The levels have been rationalized
too, displaying a logical pay progression. Employees would be able to see their pay level, where
they fit in and how they are likely to progress over their career span. The Commission has also
recommended simplified procedures for computation of pension.

4.1.10 On the same pattern, the entire structure of Allowances has been reviewed,
rationalized and simplified. Inter-departmental and inter-Ministerial disparities regarding
payment of various allowances have been sought to be removed as far as possible. An
innovative Risk and Hardship Matrix has been proposed. Also, the Commission recommends
that each allowance should be put in the public domain as a step towards greater transparency
in governance.

4.1.11 The pay matrix addresses the important issue of adequacy of the compensation
structure. The Commission observes that the purpose of pay is to compensate the employees
for work done, to motivate them to perform well. The purposes also include attracting talent
to government service and also retaining them, thus avoiding the need for expensive
recruitment and training for replacement.

4.1.12 ldeally speaking, the compensation package should be a well defined function of
prescribed educational and other entry level qualifications, job content, roles and
responsibilities attached to the position etc. However, this is a difficult task, especially in a
government setting, which has hundreds of organizations and plethora of job roles. The
Commission has, to the extent possible, while dealing with individual cadres, attempted
to bring about uniformity in their qualification and pay structure. This should ameliorate
grievances of many ‘common’ cadres across organizations.

4.1.13 The Commission has also analysed the important question of whether wages are
sufficient to attract and retain qualified staff. One way to address this question is to compare
wages in government sector positions with wages for comparable positions in the private
sector. This presumes that if wages in the government sector are too far below private sector
wages, the government sector will have difficulty attracting and retaining the sort of staff it
requires. In their presentations before the Commission, many associations brought out this
aspect highlighting, inter alia, that the compensation pattern in the private sector is more
remunerative. Although private sector wage comparators are difficult to obtain, the
Commission feels that this could be the case in respect of only a few specialized segments. The
results of the 1IM, Ahmedabad study on comparing job families between the government and
private/public sector has brought out the fact that while at lower levels salaries are much lower
in the private sector as compared to government jobs, at the highest echelons of governance,
the compensation in government is nowhere comparable to their counterparts in the private/
public sector.

4.1.14 But a mere comparison of the salaries should not form the benchmark for remuneration,
it is to be viewed keeping in mind the uniqueness inherent in the government in terms of
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security of tenure, assured prospects of financial progression even when no promotional
avenues exist, leave and pensionary privileges which are not available to their counterparts in
the private/public sector.

4.1.15 Having said this, there is no denying that officers at higher level shoulder maximum
responsibility and accountability and hence should be compensated accordingly. In light of
this, the Commission has accorded slightly higher index of rationalisation at level of Senior
Administrative Grade and above.

4.1.16 The Commission notes that government employees are entitled to a host of tangible and
non tangible benefits - from job security, inflation indexed salary, assured prospects of financial
progression- to name a few. It may be difficult to monetize some of these non-tangibles. That
the government jobs retain their charm is evident from the increasing number of qualified
candidates per advertised vacancy as well as from the low turnover rates among recent recruits.

4.1.17 The Commission has adopted an innovative design to make the remuneration
structure attractive. It has adopted the need based minimum wage formula for designing the
pay matrix. The rationalization of pay levels has been done keeping this minimum pay as the
base for all calculations. It has been recommended that the minimum pay at each level will be
the entry pay for direct recruits for those levels. Each level has been placed equidistantly. The
various stages within a level moves upwards at the rate of 3 percent per annum. Owing to this
rationalization, the quantum of increase in pay on promotion, either on regular basis or through
the MACP, is likely to be substantial. This design will make the existing remuneration pattern
in the government more attractive.

4.1.18 The basis for calculation of minimum and maximum pay, rate of pay progression across
levels, basis for rationalisation and uniform approach towards fixation of pay have been clearly
spelt out to leave no room for ambiguity or conjecture.

4.1.19 Historically, the qualification and skill set required as well as roles and responsibilities
discharged at various levels in the overall hierarchy have been central to the basis for pay
grading. The rationalisation index has been applied keeping this principle in mind.

4.1.20 There is uniformity in fixation of pay whether at entry level or on promotion or at the
time of migrating from one pay regime to another. The new pay structure will bring out clearly
what the total emoluments will be at a given point in time during one’s career span. The rate
of pay progression will also be stated upfront for existing as well as new entrants.

4.1.21 Since, substantial delayering had already been attempted by the previous Pay
Commissions, this Commission is not removing any levels, but to simplify the pay structure,
the grades pay have been subsumed in the pay band to form distinct levels. The new pay
structure is a construct in the matrix format and provides open ended progression in pay at all
levels.

4.1.22 One recurrent theme in the representations of various associations relates to
‘equity’ or ‘Equal Pay for Equal Work.’ Ideally, the remuneration package should establish
horizontal equity: employees should feel that their pay is comparable with the remuneration
structure of similarly placed positions outside their organization. The employees should also
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feel that the pay structure shows linear progression pattern and thus the notion of vertical equity
is also maintained. The Pay Matrix addresses these issues as well. The Commission has
designed the pay structure in such a manner that the pay progression recognises the importance
of vertical relativities and also assigns a reasonable basis to such progression. This has been
done by assigning a uniform fitment factor of 2.57.

4.1.23 The Commission feels that there is strong need to create a culture of performance in
government — from establishing standards of performance, to measuring, and promoting people
based on performance. To emphasize on the culture of performance, the Commission has
recommended that all the non-performers in the system should be phased out after 20 years.
The Commission has recommended that Performance Related Pay should be introduced in the
government and that all Bonus payments should necessarily be linked with productivity.
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Determination of Minimum Pay Chapter 4.2

Introduction

4.2.1 The estimation of minimum pay in government is the first step towards building its pay
structure. In doing so, the approach is to ascertain, by using the most logical and acceptable
methodology, what the lowest ranked staff in government needs to be paid to enable him to
meet the minimum expenditure needs for himself and his family in a dignified manner.

Minimum Pay Estimated by the V and VI CPC

4.2.2 In making this assessment various methodologies are possible, and have been considered
by different Pay Commissions. The V CPC adopted the ‘Constant Relative Income Approach’
to estimate the minimum pay. This approach is based on the principle that the real minimum
pay must grow in tandem with real per capita income so that the compensation of government
staff is not independent of the economic realities of the country. Accordingly the V CPC
proceeded from the minimum pay of X750 estimated by the IV CPC as on 01.01.1986 and
added to it the DA of %1,110 to arrive at the ‘price protected’ minimum pay of ¥1,860 as on
01.01.1996. To this a step up of 30.9 percent was applied, the percentage being the real increase
in the per capita income (per capita net national product at factor cost) during the period 1986-
95. After rounding off, the minimum pay was arrived at 22,440 as on 01.01.1996, which was
subsequently increased to 32,550 at the implementation stage.

4.2.3 To estimate the minimum pay in the government, the VI CPC used the norms set by the
15" Indian Labor Conference (ILC) in 1957 to determine the need-based minimum wage for a
single industrial worker. The norms set by the ILC are as below:

i. A need-based minimum wage for a single worker should cover all the needs of a
worker’s family. The normative family is taken to consist of a spouse and two children
below the age of 14. With the husband assigned 1 unit, wife, 0.8 unit and two children,
0.6 units each, the minimum wage needs to address 3 consumption units;

ii.  The food requirement per consumption unit is shown in the Annexure to this chapter.
The specifications were derived from the recommendations of Dr. Wallace Aykroyd,
the noted nutritionist, which stated that an average Indian adult engaged in moderate
activity should, on a daily basis, consume 2,700 calories comprising 65 grams of protein
and around 45-60 grams of fat. Dr Aykroyd had further pointed out that animal proteins,
such as milk, eggs, fish, liver and meat, are biologically more efficient than vegetable
proteins and suggested that they should form at least one-fifth of the total protein intake;

iii.  The clothing requirements should be based on per capita consumption of 18 yards per
annum, which gives 72 yards per annum (5.5 meters per month) for the average
worker’s family. The 15" ILC also specified the associated consumption of detergents,
which can be seen in the Annexure;
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iv.  For housing, the rent corresponding to the minimum area provided under the
government’s industrial housing schemes is to be taken. The 15" ILC kept it at 7.5
percent of the total minimum wage;

v.  Fuel, lighting and other items of expenditure should constitute an additional 20 percent
of the total minimum wage.

4.2.4 The VI CPC considered additional components of expenditure to cover for children’s
education, medical treatment, recreation, festivals and ceremonies. This followed from the
Supreme Court’s ruling in the Raptakos Brett Vs Workmen case of 1991 for determination of
minimum wage of an industrial worker. The Supreme Court had prescribed this amount at 25
percent of the total minimum wage calculated from the first five components. However, in
considering this additional component the VI CPC took note of the educational allowance and
medical facilities being provided by the government. Based on its calculations the VI CPC
arrived at a minimum wage of %5,479. This was enhanced by about 22 percent to 6,660, which
was recommended as the minimum pay in the government. The enhancement quantified the
skill factor that Group D staff would acquire through training, upon their merger into Group
'C’. Ultimately, at the implementation stage, the minimum pay was fixed at ¥7,000 per month
on 01.01.2006.

Demand made by JCM-Staff Side to the Commission

4.2.5 In its representation the JCM-Staff Side has submitted that the Commission must
determine a ‘need-based minimum pay,” estimated entirely from the ILC norms and factoring
in the 1991 ruling of the Supreme Court to provide for education, medical, recreation, festivals
and ceremonies. In addition they have also sought the inclusion of a quantified skill factor on
the lines of the VI CPC’s approach for addressing the merger of the Group D staff into Group
'C’. They have further stated that unlike the previous CPCs, the Commission should not
exclude any of the seven components (five ILS components + additional 25 percent
provisioning + skill factor) on the apprehension that it would impose a heavy financial burden
on the government.

4.2.6 Based on the various components of the ILC norms and the subsequent additions the JCM
-Staff Side has reported that the minimum pay should be 226,000 per month, as on 01.01.2014,
the date from which it wants the Commission’s recommendations to be implemented. The
prices used for the calculation are stated to be the retail prices prevailing in New Delhi,
Mumbai, Chennai, Kolkata, Hyderabad, Bhubaneswar, Trivandrum and Bangalore, as on
01.01.2014. The JCM-Staff Side has argued that this estimation of minimum pay is still on the
lower side. This is on the basis of their argument that the 15" ILC norms need to be revised for
including old and dependent parents as additional consumption units.

Approach of the Commission

4.2.7 The 15" ILC norms were formulated in 1957. As such, the I CPC, which gave its
recommendations in 1948, pre-dated the same. The 11 CPC did make an initial assessment using
the ILC norms. However, it moderated the minimum pay so calculated in line with the then
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prevailing per capita income. The 111 CPC adopted a modified version of the norms to calculate
the minimum pay. The IV CPC estimated the minimum pay by applying the growth of total
emoluments index on the minimum pay estimated by the 111 CPC. As already discussed, the V
CPC estimated the minimum pay through the ‘Constant Relative Income Approach’ whilst the
VI CPC adopted the 15™ ILC norms to arrive at a base figure, to which was added additional
25 percent for various additional items plus the skill factor. The Commission has thus noted
that directly or indirectly, the ILC norms have always been at the core of the minimum pay
calculations made by the previous Pay Commissions. The Commission is also of the view that
the ILC norms, along with other supplements (the entire set of seven components), are the best
approach to estimating the minimum pay as it is a need-based wage calculation that directly
costs the requirements, normatively prescribed to ensure a healthy and a dignified standard of
living.

4.2.8 The Commission has estimated the minimum pay (the calculations for which have been

tabulated in the Annexure) through the following steps:

Step 1: The food, clothing and detergent products listed and their respective quantities
specified by the 15" ILC have been adopted. These quantities indicate the monthly
consumption of the listed products by a family comprising three consumption units.
[For e.g. for the product ‘Dal’ the quantity specified for daily consumption is 80
grams per consumption unit per day. The monthly consumption of Dal by a
consumption unit thus works out to 2.4 kg (80 x 30). Accordingly the monthly
consumption of Dal by a family comprising 3 units is 7.2 kgs (2.4 x 3).]

Step 2: The quantities have been multiplied by their respective product prices to arrive at

product wise cost. The price adopted for each product is the average of prices of
various items that are included in the product. The price of an item is the average of
its prices prevailing in each month from July, 2014-June, 2015. [At monthly family
consumption of 7.2 kg the Commission has estimated the monthly expenditure on Dal
at X704.44 after calculating the price of Dal at *97.84 per kg. The price of Dal has
been calculated as the average of prices of Toor, Urad and Moong Dal items specified
under the product Dal and whose prices have been determined at *87.86, ¥109.66 and
%96.00 respectively. The prices of these three Dal items are the twelve monthly
average prices for the period July, 2014-June, 2015.]
The prices of all items have been sourced from Labor Bureau, Shimla. These prices
are used in the calculation of the CPI (IW) and subsequently the calculation of
Dearness Allowance. In the current exercise the prices of all items are for the period
July 2014-June 2015 and have been used in the calculation of DA at 119 percent
operative from 01.07.2015.

Step 3: The cost of food, clothing and detergent products obtained from Step 2 has been
divided by 0.8 to arrive at a total, of which 20 percent provides for fuel and lighting
expenses. This addresses the fifth component under para 4.2.3. The fourth component
on housing under para 4.2.3 has not been addressed at this stage as its quantification
at the final stage of pay estimation is considered more appropriate by the Commission.

Step 4: The cost estimated from Step 3 is divided by 0.85 to arrive at a total, of which 15
percent is towards recreation, ceremonies and festivities. The prescribed provision of
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Step 5:

Step 6:

Step 7:

25 percent to cover education, recreation, ceremonies, festivals and medical expenses
has been moderated to 15 percent because expenses on educational and medical
necessities are being separately provided for through relevant allowances and
facilities and thus need not be provided here. This partially addresses the first of the
two components outside the 15" ILC norms.

The cost estimated from Step 4 is increased by 25 percent to account for the skill
factor, following the reasoning that there is no unskilled staff in the government after
the merger of Group D staff in Group 'C’. This addresses the second of the two
components outside the 15" ILC norms.

The cost estimated from Step 5 is divided by 0.97 to arrive at a total, of which 3
percent provides for housing expenses. This is done in view of the observation that
license fees for government accommaodation is about 3 percent of the total pay. This
addresses the fourth component stated under para 3 but partially so, as the 15" ILC
norms had fixed the housing provision at 7.5 percent.

The cost estimated from Step 6 is as on 1 July, 2015 when the DA was 119 percent.
The DA is assumed to be 125 percent as on 1 January, 2016, the day from which the
Commission expects its recommendations to be implemented by the government.
Accordingly the cost estimated from Step 6 has been increased by 3 percent
(2.25/2.19 = 1.027 or nearly 3%).

4.2.9 The cost estimated from Step 7 is next rounded off to 318,000, which is the minimum
pay being recommended by the Commission, operative from 01.01.2016. This is 2.57 times the
minimum pay of 7,000 fixed by the government while implementing the VI CPC’s
recommendations from 01.01.2006. Accordingly, basic pay at any level on 01.01.2016 (pay in
the pay band + grade pay) would need to be multiplied by 2.57 to fix the pay of an employee
in the new pay structure. Of this multiple, 2.25 provides for merging of basic pay with DA,
assumed at 125 percent on 01.01.2016, while the balance is the real increase being
recommended by the Commission. The real increase works out to 14.2 percent (2.57+2.25 =
1.1429). The following table shows the real increase given by each CPC/Government over the
previously set minimum pay:

(in percent)

Il CPC 14.2
111 CPC 20.6
IV CPC 27.6
V CPC 31.0
VICPC 54.0
VII CPC 14.3

4.2.10 The real pay in government is protected by providing Dearness Allowance (DA), which
is that percentage of pay by which the CPI (IW)® increases over a fixed base value.

16 CPI (IW) is Consumer Price Index for Industrial Workers maintained by Labour Bureau, Shimla.
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Consequently the absolute amount of DA keeps on growing with every point increase in CPI
(IW). On the other hand the real value of the industrial minimum wage is protected by
providing Variable Dearness Allowance (VDA), which is a fixed amount of money given per
point increase in CPI (IW) as notified by the Chief Labour Commissioner (central sphere) from
time to time. Consequently, over a period of time, the minimum pay + DA in government
becomes larger than the minimum wage + VDA in the private sector even though the basic
minimum wage in both the sectors is calculated on the basis of the 15" ILC norms. As on
01.01.2015 the minimum pay in government was 314,910 whereas minimum wage for a skilled
worker was in the range of ¥9,000-311,000 per month.

4.2.11 Besides DA, government provides house rent, transport, location and function specific
allowances besides Leave Travel Allowance (LTA) which, along with the basic pay, constitute
the gross pay of a government employee. If one were to only take HRA at 30 percent of the
basic pay and transport allowance at 400+DA, as are admissible in A1/A class cities, together
with educational allowances for two children at the rate of 31,500 per month, the gross pay
further increases to 20,870 (20870 = 14910 +2100+860+3000) as on 01.01.2015. In addition
government gives a host of other benefits that can be measured under the CTG (Cost to
Government of an employee) concept. From these numbers it is clear that benefits given to the
lowest ranked government employees, whether monetized or not, are significantly higher than
the minimum basic pay and also much higher than the emoluments of skilled industrial
workers.

4.2.12 To obtain a comparative picture of the salaries paid in the government with that in the
private sector enterprises the Commission engaged the Indian Institute of Management,
Ahmedabad to conduct a study. According to the study the total emoluments of a General
Helper, who is the lowest ranked employee in the government is 322,579, more than two times
the emoluments of a General Helper in the private sector organizations surveyed at %8,000-
%9,500.

4.2.13 After considering all relevant factors the Commission is of the view that the minimum
pay in government recommended at ¥18,000 per month, w.e.f. 01.01.2016, is fair and
reasonable and one which, along with other allowances and facilities, would ensure a decent
standard of living for the lowest ranked employee in the Central Government.
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Annexure to Chapter 4.2

Calculation of Minimum Pay as on 01.01.2016 by the Commission

Price/
Per day Per month Unit Expenses
PCU Unit 3PCU Unit ® ®
1. | Rice/Wheat 475 gm 42.75 kg 25.93 1108.30
2. | Dal (Toor/Urad/Moong) 80 gm 7.20 kg 97.84 704.44
3. | Raw Vegetables 100 gm 9.00 kg 58.48 526.28
4. | Green Vegetables 125 gm 11.25 kg 38.12 428.85
5. | Other Vegetables 75 gm 6.75 kg 32.80 221.42
6. | Fruits 120 gm 10.80 kg 64.16 692.93
7. | Milk 200 ml 18.00 litre 37.74 679.26
8. | Sugar/Jaggery 56 gm 5.04 kg 37.40 188.48
9. | Edible Oil 40 gm 3.60 kg 114.02 410.46
10. | Fish 2.50 kg 268.38 670.95
11. | Meat 5.00 kg 400.90 2004.51
12. | Egg 90.00 no. 4.27 383.98
13. | Detergents etc Z/month 291.31 291.31
14. | Clothing 5.50 ‘ meter 164.88 906.83
15. Total (1-14) 9217.99
16. Fuel, Electricity, Water Charges 2304.50
17. Total-(15) divided by 0.8 11522.49
18. Marriage, Recreation, Festivals, etc. 2033.38
19. Total-(17) divided by 0.85 13555.87
20. Provide for Skill by adding 25% to (19) 3388.97
21. Sum (19+20) 16944.84
22. Housing @ 524.07
23. Total-Divide no.21 by 0.97 17468.91
24, Step up of 3% on No.23 as DA is projected at 125% on 01.01.2016 524.07
25. Final Minimum Pay as on 01.01.2016 (23+24) 17992.98
26. Rounding off 18000
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Pay Structure (Civilian Employees) Chapter 5.1

Historical Perspective on Pay: The Trends so far

5.1.1 The thrust of all the previous Pay Commissions has been to propose an improvement in
the pay structure by way of ‘simplification and rationalisation.” The most visible results of
this exercise are evident in terms of reduction in number of pay scales as well as the
compression ratio. Traditionally, compression ratio has been taken as a ratio of maximum
salary drawn by the Secretary to Government of India to minimum salary drawn by the lowest
functionary in the government. Table 1 below brings out the trend in pay structure in the
government of India over the years:

Table 1: Pay Structure

Minimum Maximum
Central Pay Salary Salary Compression | Number of Pay
Commission (CPC) ® ® Ratio Scales
| CPC (1946-47) 55 2000 1:36.4 150 - 30
I CPC (1957-59) 80 3000 1. 375 500 - 140
1l CPC (1972-73) 196 3500 1:.17.9 500 - 80
IV CPC (1983-86) 750 8000 1.10.7 153 > 36
V CPC (1994-97) 2550 26000 1:10.2 51 > 34
35219
[4 PBs with
15 GPs+ 4
VI CPC (2006-08) 7000 80000 1:11.4 distinct scales]

5.1.2 It can be seen from the table above that successive Pay Commissions have consciously
tried to reduce the number of pay scales even though they tended to increase during the
intervening period between any two Pay Commissions. There were, however, no significant
changes in the pay structure per se until the IV CPC, when the concept of running pay scales
was introduced in a limited way in respect of Defence forces. For others, individual pay scales
continued till the V CPC. It was the VI CPC which recommended running pay bands for both
Civilians as well as Defence forces. This was coupled with the introduction of the concept of
Grade Pay as a level differentiator. Another new feature was the calculation of the annual
increment on percentage basis. Prior to VI CPC, the increment was a flat sum, depending on
the pay scale. The effort at compression of levels was carried forward by the VI CPC, which
reduced the existing 35 levels to 19. Another radical measure was the doing away with ‘Group-
D’ as a category and placement of ‘Group-D’ personnel in ‘Group-C’ after appropriate training
whenever necessary. Hence, it can be seen that the simplification process set in motion by
previous Pay Commissions acted as a precursor for progressive rationalisation by the
subsequent Commissions.
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Terms of Reference with regards to the Pay Structure before the Seventh CPC

5.1.3 One of the Terms of Reference (TOR) before this Commission is “to examine, review,
evolve and recommend changes that are desirable and feasible regarding the principles that
should govern the emoluments structure including pay, allowances and other facilities and
benefits in cash or kind having regard to rationalisation and simplification therein.”

5.1.4 Further, it is expected that the recommendations on the pay structure should ensure that
the framework for an emoluments structure is linked with “the need to attract the most suitable
talent to government service, promote efficiency, accountability and responsibility in the work
culture, and foster excellence in the public governance system to respond to complex
challenges of modern administration and rapid political, social, economic and technological
changes, with due regard to expectations of stakeholders.”

5.1.5 The Commission has endeavored to incorporate the above principles while devising the
new pay structure. The approach of the Commission has been to ensure that the emolument
structure is in consonance with the nature of work, role and responsibilities and accountability
involved at various levels of the hierarchy in the Government of India. The value that individual
employees are expected to bring to the job, by way of relevant educational qualifications, skill
sets and experience are also important considerations. Internal equity, by way of salaries
payable at comparable levels within the organization, are also important considerations.

Existing System

5.1.6 The new paradigm of running pay bands was brought in by the VI CPC primarily to
address the problem of stagnation faced in the earlier regime. Until then the limited span of
individual pay scales resulted in employees reaching the maximum of the scale and stagnating
until their next regular promotion. To alleviate the situation, often new posts were created even
when no functional justification existed. This led to proliferation of levels and unwarranted
increase in financial liability. Frequent movement from one scale to another also led to
problems in pay fixation of seniors who, in some cases, ended up drawing lesser pay than their
juniors.

5.1.7 At the time of constitution of the VI CPC there were about 35 standard pay scales in
existence. Many of these pre revised scales were merged by the VI CPC to arrive at 19 grades
spread across four distinct Pay bands along with 4 distinct scales including one Apex scale
(fixed) for Secretary/equivalent and one scale for Cabinet Secretary/equivalent (fixed). The
concept of Grade pay was intended as a fitment benefit but it also served as a level determiner
within a pay band.

5.1.8 Following implementation of the VI CPC recommendations, the pay structure in the
Civilian set up consists of four pay bands with 15 levels of grade pay, along with four
standalone scales viz., the HAG scale, HAG+ scale, Apex scale (fixed) and the scale of Cabinet
Secretary (fixed) as shown below in Table 2:
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Table 2: Present Pay Structure (Civilian)*
Pay Band 1 (5200- 20200)

Grade Pay 1800 1900 2000 2400 2800
Pay Band 2 (9300-34800)

Grade Pay 4200 4600 4800 5400
Pay Band 3 (15600-39100)

Grade Pay 5400 6600 7600
Pay Band 4 (37400-67000)

Grade Pay 8700 8900 10000

HAG (67000-79000)
HAG+ (75500-80000)
Apex 80000 (fixed)
Cabinet Secretary 90000 (fixed)

*For the Defence Forces the structure is identical, with only minor variations with regard
to certain grade pay levels.

5.1.9 The pay structure as it stands today is fairly compact and manageable.

5.1.10 As has been mentioned earlier the VI CPC introduced several new features in the overall
structure for determination of pay and allowances. In the course of implementation, while
according approvals, the government, in some cases, departed from the recommendations of
the Pay Commission.

5.1.11 Since the concept of running pay bands coupled with grade pays was novel, this
Commission, at the outset, sought feedback from all stakeholders regarding the existing pay
structure before deciding whether to continue with the existing pay structure or to devise a new
pay model.

Key Demands Received

5.1.12 Consequent to receipt of feedback from various stakeholders as part of the response to
the questionnaire circulated by the Commission as well as memoranda submitted by various

Association/Federations and during oral evidence, the major issues which have been brought
to the notice of the Commission in respect of the pay structure are discussed below seriatim:-
a. Grade pay: As mentioned earlier, the grade pay was in the nature of a fitment benefit
and was computed at 40 percent of the maximum of pre-revised pay scale. This was

also meant to delineate the hierarchy in any cadre. The issue raised by various groups

of employees is that the methodology that was adopted in arriving at the grade pay

values resulted in the difference in grade pay between adjacent levels not being
uniform. This in itself has caused resentment particularly at the lower levels. The

quantum of difference between successive grade pays varies within pay bands too. For
example in Pay Band-1, the difference between successive Grade pays is 400 between
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GP 2000 and GP 2400 and only X100 between GP 1800 and GP 1900. A large number
of stakeholders have represented that the benefit accruing from progression either
through MACP or from regular promotion was miniscule, especially in Pay Bands 1
and 2. As per the rules on pay fixation a promotion or financial upgrade by way of
MACP fetches one increment plus the difference of grade pay and a low differential in
grade pay presently results in only a nominal increase in pay. Consequently, there have
been numerous demands for rationalisation of the grade pay structure.

b. Pay bands: Employees have pointed out that while moving from one pay band to
another the difference between successive pay bands is also not uniform and the
variation is much more remarkable between Pay bands 3 and 4. This has led to
significant difference in benefits accruing on account of fixation of pay (and of pension)
for persons in adjacent pay bands. As a result, there have been demands from some
quarters for going back to the system of individual pay scales and from some other to
move towards an open ended pay structure.

c. Uniform Fitment factor: The fitment recommended by the VI CPC was in the form of
grade pay. Any inconsistency in the computation of grade pay or in the spacing between
pay bands has a direct bearing on the quantum of fitment benefit. Therefore, these issues
have also been raised by numerous stakeholders. It has been demanded by a majority
of the stakeholders that there should be a single fitment factor which should be
uniformly applied for all employees.

d. Entry Pay: Entry to any pay band could either be through an upward movement from
a lower pay band or through direct entry. While the pay of persons moving from a lower
pay band to a higher one on promotion would be regulated by the pay fixation
formulation prescribed (pay was fixed at the minimum of the pay band plus grade pay),
the VI CPC had recommended a separate entry pay for new recruits, taking into account
the length of qualifying service prescribed by Department of Personnel and Training
(DoPT) for movement from the first grade in the pay band to the grade in which
recruitment was being made. The resultant formulation was such that it led to many
situations where direct recruits drew higher pay as compared to personnel who reached
that stage through promotion. Demands have been received from many staff
associations and employees for removal of this disparity.

e. MACP: In almost all the memoranda received in the Commission, the inadequacy of
the benefit accruing from the present MACP formulation has been underscored. As per
the existing dispensation, upward movement in this scheme is through the grade pay
hierarchy and the financial benefit as a result of this progression is equivalent to one
increment plus the difference in grade pay between the existing and next level. It has
been stated by employees that this amount is very meagre especially when the
difference in grade pay is as low as X100. Further, progression through the MACP
scheme can take place only when ten years have lapsed after the previous
promotion/MACP upgrade, making the position even starker. Comparisons are also
made of the MACP introduced post VI CPC with the ACP scheme introduced post V
CPC. In the case of earlier ACP scheme, although it was available with lesser frequency
i.e., after the passage of 12 and 24 years of service, the upgrade that was given was in
the promotional hierarchy. Therefore the monetary benefit to the employee was sizeable
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as compared to that under the present MACP. Numerous demands have therefore been
received in the Commission to rationalize the progression of grade pay, to increase the
frequency of administering MACP and to make the progression follow the promotional
instead of the grade pay hierarchy.

New Pay Structure

5.1.13 Although the VI CPC had mentioned that grade pay would be equivalent to 40 percent
of the maximum of the pre-revised scale and that the grade pay will constitute the actual
fitment, yet the computation varied greatly. After the implementation of recommendations, the
difference became more pronounced in Pay Band 4 as compared to the other three pay bands.
This resulted in varying fitment factors for various levels and promotional benefits that were
perceived to be rather differentiated. The same pattern was discernible in the pension fixation
too.

5.1.14 After analysing the issues brought out by various stakeholders, this Commission is
suggesting a new pay model that is expected to not only address the existing problems but will
also establish a rationalised system which is transparent and simple to use.

5.1.15 To begin with, the system of Pay Bands and Grade Pay has been dispensed with and the
new functional levels being proposed have been arrived at by merging the grade pay with the
pay in the pay band. All of the existing levels have been subsumed in the new structure; no
new level has been introduced nor has any existing level been dispensed with.

5.1.16 The pay structures in vogue, by way of pay scales or pay bands, indicate the definite
boundaries within which the pay of an individual could lie. It is however difficult to ascertain
the exact pay of an individual at any given point of time. Further, the way the pay progression
would fan out over a period of time was also not evident. Since various cadres are designed
differently the relative pay progression also varies. The Commission believes that any new
entrant to a service would wish to be able to make a reasonable and informed assessment of
how his/her career path would traverse and how the emoluments will progress alongside. The
new pay structure has been devised in the form of a pay matrix to provide complete
transparency regarding pay progression.

5.1.17 The Commission has designed the new pay matrix keeping in view the vast opportunities
that have opened up outside government over the last three decades, generating greater
competition for human resources and the need to attract and retain the best available talent in
government services. The nomenclature being used in the new pay matrix assigns levels in
place of erstwhile grade pay and Table 3 below brings out the new dispensation for various
grades pay pertaining to Civil, Defence and MNS.
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Table 3: Levels as per the Pay Matrix

Existing Pay | Existing levelsof | Available New Levels
Bands Grade Pay for*
1800 C 1
1900 C 2
PB-1 2000 C,D 3
2400 C 4
2800 CD 5
3400 D 5A
4200 C,D 6
PB-2 4600 C,D 7
4800 CD 8
5400 C 9
5400 C,DM 10
5700 M 10A
6100 D 10B
PB-3 6100 M 10B
6600 C,DM 11
7600 C 12
7600 M 12
8000 D 12A
8400 M 12B
8700 C 13
PB-4 8700 D 13
8900 C 13A
8900 D 13A
9000 M 13B
10000 14
HAG 15
HAG+ 16
Apex 17
Cabinet Secretary, Defence Chiefs 18
*C: Civil; D: Defence; M: Military Nursing Service (MNS)

5.1.18 Prior to VI CPC, there were Pay Scales. The VI CPC had recommended running Pay
Bands with Grade Pay as status determiner. The Seventh CPC is recommending a Pay matrix
with distinct Pay Levels. The Level would henceforth be the status determiner.

5.1.19 Since the existing pay bands cover specific groups of employees such as PB-1 for Group
'C’ employees, PB-2 for Group ‘B’ employees and PB-3 onwards for Group A’ employees,
any promotion from one pay band to another is akin to movement from one group to the other.
These are significant jumps in the career hierarchy in the Government of India. Rationalisation
has been done to ensure that the quantum of jump, in financial terms, between these pay bands
is reasonable. This has been achieved by applying ‘index of rationalisation’ from PB-2 onwards
on the premise that with enhancement of levels from Pay Band 1 to 2, 2 to 3 and onwards, the
role, responsibility and accountability increases at each step in the hierarchy. The proposed pay
structure reflects the same principle. Hence, the existing entry pay at each level corresponding
to successive grades pay in each pay band, from PB-2 onwards, has been enhanced by an ‘index
of rationalisation’ as shown below in Table 4:
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Table 4: Rationalisation Applied in the Present Pay Structure

Pay Band 1 (5200- 20200)

Grade Pay 1800 1900 2000 2400 2800
Current Entry Pay | 7000 7730 8460 9910 11360
Rationalised 7000*(2.57) 7730*(2.57) 8460*(2.57) 9910*(2.57) 11360*(2.57)
Entry Pay =18000 =19900 =21700 =25500 =29200
(2.57)

Pay Band 2 (9300-34800)

Grade Pay 4200 4600 4800 5400

Current Entry Pay | 13500 17140 18150 20280"

Rationalised 13500*(2.62) 17140*(2.62) 18150*(2.62) 20280*(2.62)

Entry Pay =35400 =44900 =47600 =53100

(2.62)

Pay Band 3 (15600-39100)

Grade Pay 5400 6600 7600

Current Entry Pay | 21000 25350 29500

Rationalised 21000*(2.67) 25350*(2.67) 29500%*(2.67)

Entry Pay =56100 =67700 =78800

(2.67)

Pay Band 4 (37400-67000)

Grade Pay 8700 8900 10000

Current Entry Pay | 46100 49100 53000

Rationalised 46100*(2.57) 49100*(2.67) 53000*(2.72)

Entry Pay =118500 =131100 =144200

(2.57/2.67/2.72)

HAG

(67000-79000)

Current Entry Pay

67000

Rationalised 67000*(2.72)
Entry Pay (2.72) =182200
HAG+ (75500-80000)
Current Entry Pay 75500
Rationalised 75500 *(2.72)
Entry Pay (2.72) =205400
Apex 80000 (fixed)
Rationalised Pay 80000*2.81
(2.81) =225000
Cabinet Secretary 90000 (fixed)
Rationalised Pay 90000*2.78
(2.78) =250000

A In the existing system no entry pay has been prescribed at the level of GP 5400 (PB-2). Therefore a logical
figure has been interpolated here based on the fitment table issued by Government of India post VI CPC

recommendations.

5.1.20 While a carefully calibrated gradation has been adopted as the levels progress upwards,
it would be seen that two levels, corresponding to GP 8700 and GP 10000 witness a slight

departure.

i.  In the existing system there is a disproportionate increase in entry pay at the level
pertaining to GP 8700. To address this, the proposed increase at this level has been

moderated.

ii.  Inso far as GP 10000 is concerned, this represents the Senior Administrative Grade,
which carries a significantly higher degree of responsibility and accountability. Further,
the levels of SAG and above are those which are involved in policy formulation.

iii.  Hence, in recognition of the same, the entry pay pertaining to GP 10000 as well as that
of HAG and HAG+ has been enhanced by a multiple of 2.72.
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iv.  The Apex pay of Secretary/equivalent and pay of Cabinet Secretary/equivalent has been
fixed by applying indices of 2.81 and 2.78 respectively. The rationalised entry pay so
arrived has been used in devising the new pay matrix.

5.1.21 The pay matrix comprises two dimensions. It has a “horizontal range” in which each
level corresponds to a ‘functional role in the hierarchy’ and has been assigned the numbers
1, 2, and 3 and so on till 18. The “vertical range” for each level denotes ‘pay progression’
within that level. These indicate the steps of annual financial progression of three percent
within each level. The starting point of the matrix is the minimum pay which has been arrived
based on 15" ILC norms or the Aykroyd formula. This has already been explained in Chapter
4.2.

5.1.22 On recruitment, an employee joins at a particular level and progresses within the level
as per the vertical range. The movement is usually on an annual basis, based on annual
increments till the time of their next promotion.

5.1.23 When the employee receives a promotion or a non-functional financial upgrade, he/she
progresses one level ahead on the horizontal range.

5.1.24 The pay matrix will help chart out the likely path of pay progression along the career
ladder of any employee. For example, it can be clearly made out that an employee who does
not have any promotional prospects in his cadre will be able to traverse through at least three
levels solely by means of assured financial progression or MACP, assuming a career span of
30 years or more.

5.1.25 The new pay matrix for civilian employees is brought out in Table 5:
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Table 5: Pay Matrix (Civilian Employees)

Pay Band 5200-20200 9300-34800 15600-39100 37400-67000 67000- | 75500- 80000 90000
79000 80000
Grade Pay 1800 1900 2000 2400 2800 4200 4600 4800 5400 5400 6600 7600 8700 8900 10000
Entry Pay (EP) 7000 7730 8460 9910 | 11360 13500 17140 18150 20280 21000 25350 29500 46100 49100 53000 67000 75500 80000 90000
Level 1 2 3 4 5 6 7 8 9 10 11 12 13 13A 14 15 16 17 18
Index 2.57 2.57 2.57 2.57 2.57 2.62 2.62 2.62 2.62 2.67 2.67 2.67 2.57 2.67 2.72 2.72 2.72 2.81 2.78
1 18000 | 19900 | 21700 | 25500 | 29200 | 35400 | 44900 | 47600 | 53100 | 56100 | 67700 | 78800 | 118500 | 131100 | 144200 | 182200 | 205400 | 225000 | 250000
2 18500 | 20500 | 22400 | 26300 | 30100 | 36500 | 46200 | 49000 | 54700 | 57800 | 69700 | 81200 | 122100 | 135000 | 148500 | 187700 | 211600
3 19100 | 21100 | 23100 | 27100 | 31000 | 37600 | 47600 | 50500 | 56300 | 59500 | 71800 | 83600 | 125800 | 139100 | 153000 | 193300 | 217900
4 19700 | 21700 | 23800 | 27900 | 31900 | 38700 | 49000 | 52000 | 58000 | 61300 | 74000 | 86100 | 129600 | 143300 | 157600 | 199100 | 224400
5 20300 | 22400 | 24500 | 28700 | 32900 | 39900 | 50500 | 53600 | 59700 | 63100 | 76200 | 88700 | 133500 | 147600 | 162300 | 205100
6 20900 | 23100 | 25200 | 29600 | 33900 | 41100 | 52000 | 55200 | 61500 | 65000 | 78500 | 91400 | 137500 | 152000 | 167200 | 211300
7 21500 | 23800 | 26000 | 30500 | 34900 | 42300 | 53600 | 56900 | 63300 | 67000 | 80900 | 94100 | 141600 | 156600 | 172200 | 217600
8 22100 | 24500 | 26800 | 31400 | 35900 | 43600 | 55200 | 58600 | 65200 | 69000 | 83300 | 96900 | 145800 | 161300 | 177400 | 224100
9 22800 | 25200 | 27600 | 32300 | 37000 | 44900 | 56900 | 60400 | 67200 | 71100 | 85800 | 99800 | 150200 | 166100 | 182700
10 23500 | 26000 | 28400 | 33300 | 38100 | 46200 | 58600 | 62200 | 69200 | 73200 | 88400 | 102800 | 154700 | 171100 | 188200
11 24200 | 26800 | 29300 | 34300 | 39200 | 47600 | 60400 | 64100 | 71300 | 75400 | 91100 | 105900 | 159300 | 176200 | 193800
12 24900 | 27600 | 30200 | 35300 | 40400 | 49000 | 62200 | 66000 | 73400 | 77700 | 93800 | 109100 | 164100 | 181500 | 199600
13 25600 | 28400 | 31100 | 36400 | 41600 | 50500 | 64100 | 68000 | 75600 | 80000 | 96600 | 112400 | 169000 | 186900 | 205600
14 26400 | 29300 | 32000 | 37500 | 42800 | 52000 | 66000 | 70000 | 77900 | 82400 | 99500 | 115800 | 174100 | 192500 | 211800
15 27200 | 30200 | 33000 | 38600 | 44100 | 53600 | 68000 | 72100 | 80200 | 84900 | 102500 | 119300 | 179300 | 198300 | 218200
16 28000 | 31100 | 34000 | 39800 | 45400 | 55200 | 70000 | 74300 | 82600 | 87400 | 105600 | 122900 | 184700 | 204200
17 28800 | 32000 | 35000 | 41000 | 46800 | 56900 | 72100 | 76500 | 85100 | 90000 | 108800 | 126600 | 190200 | 210300
18 29700 | 33000 | 36100 | 42200 | 48200 | 58600 | 74300 | 78800 | 87700 | 92700 | 112100 | 130400 | 195900 | 216600
19 30600 | 34000 | 37200 | 43500 | 49600 | 60400 | 76500 | 81200 | 90300 | 95500 | 115500 | 134300 | 201800
20 31500 | 35000 | 38300 | 44800 | 51100 | 62200 | 78800 | 83600 | 93000 | 98400 | 119000 | 138300 | 207900
21 32400 | 36100 | 39400 | 46100 | 52600 | 64100 | 81200 | 86100 | 95800 | 101400 | 122600 | 142400 | 214100
2 33400 | 37200 | 40600 | 47500 | 54200 | e€6000 | 83600 | 88700 | 98700 | 104400 | 126300 | 146700
23 34400 | 38300 | 41800 | 48900 | 55800 | 68000 | 86100 | 91400 | 101700 | 107500 | 130100 | 151100
24 35400 | 39400 | 43100 | 50400 | 57500 | 70000 | 88700 | 94100 | 104800 | 110700 | 134000 | 155600
25 36500 | 40600 | 44400 | 51900 | 59200 | 72100 | 91400 | 96900 | 107900 | 114000 | 138000 | 160300
26 37600 | 41800 | 45700 | 53500 | 61000 | 74300 | 94100 | 99800 | 111100 | 117400 | 142100 | 165100
27 38700 | 43100 | 47100 | 55100 | 62800 | 76500 | 96900 | 102800 | 114400 | 120900 | 146400 | 170100
28 39900 | 44400 | 48500 | 56800 | 64700 | 78800 | 99800 | 105900 | 117800 | 124500 | 150800 | 175200
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67000- | 75500-
Pay Band 5200-20200 9300-34800 15600-39100 37400-67000 79000 80000 80000 90000
Grade Pay 1800 1900 2000 2400 2800 4200 4600 4800 5400 5400 6600 7600 8700 8900 10000
Entry Pay (EP) 7000 7730 8460 9910 | 11360 13500 17140 18150 20280 21000 25350 29500 46100 49100 53000 67000 75500 80000 90000
Level 1 2 3 4 5 6 7 8 9 10 11 12 13 13A 14 15 16 17 18
Index 2.57 2.57 2.57 2.57 2.57 2.62 2.62 2.62 2.62 2.67 2.67 2.67 2.57 2.67 2.72 2.72 2.72 2.81 2.78
29 41100 | 45700 | 50000 | 58500 | 66600 | 81200 | 102800 | 109100 | 121300 | 128200 | 155300 | 180500
30 42300 | 47100 | 51500 | 60300 | 68600 | 83600 | 105900 | 112400 | 124900 | 132000 | 160000 | 185900
31 43600 | 48500 | 53000 | 62100 | 70700 | 86100 | 109100 | 115800 | 128600 | 136000 | 164800 | 191500
32 44900 | 50000 | 54600 | 64000 | 72800 | 88700 | 112400 | 119300 | 132500 | 140100 | 169700 | 197200
33 46200 | 51500 | 56200 | 65900 | 75000 | 91400 | 115800 | 122900 | 136500 | 144300 | 174800 | 203100
34 47600 | 53000 | 57900 | 67900 | 77300 | 94100 | 119300 | 126600 | 140600 | 148600 | 180000 | 209200
35 49000 | 54600 | 59600 | 69900 | 79600 | 96900 | 122900 | 130400 | 144800 | 153100 | 185400
36 50500 | 56200 | 61400 | 72000 | 82000 | 99800 | 126600 | 134300 | 149100 | 157700 | 191000
37 52000 | 57900 | 63200 | 74200 | 84500 | 102800 | 130400 | 138300 | 153600 | 162400 | 196700
38 53600 | 59600 | 65100 | 76400 | 87000 | 105900 | 134300 | 142400 | 158200 | 167300 | 202600
39 55200 | 61400 | 67100 | 78700 | 89600 | 109100 | 138300 | 146700 | 162900 | 172300 | 208700
40 56900 | 63200 | 69100 | 81100 | 92300 | 112400 | 142400 | 151100 | 167800 | 177500
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Minimum Pay

5.1.26 The JCM-Staff Side, in their memorandum, have proposed that the minimum salary, at
the lowest level, should be determined using a need based approach. They have proposed that
the minimum wage for a single worker be based on the norms set by the 15" Indian Labour
Conference, with certain additions to the same. The minimum pay as suggested in the
memorandum is 326,000, which is around 3.7 times the existing minimum salary of X7,000.
While the broad approach is similar, the specifics do vary and the Commission has, based on
need-based minimum wage for a single worker with family as defined in the Aykroyd formula,
computed the minimum pay at ¥18,000. Details on the computation of minimum pay have been
brought out in Chapter 4.2.

Fitment

5.1.27 The starting point for the first level of the matrix has been set at ¥18,000. This
corresponds to the starting pay of 27,000, which is the beginning of PB-1 viz., %5,200 + GP
1800, which prevailed on 01.01.2006, the date of implementation of the VI CPC
recommendations. Hence the starting point now proposed is 2.57 times of what was prevailing
on 01.01.2006. This fitment factor of 2.57 is being proposed to be applied uniformly for
all employees. It includes a factor of 2.25 on account of DA neutralisation, assuming that the
rate of Dearness Allowance would be 125 percent at the time of implementation of the new
pay. Accordingly, the actual raise/fitment being recommended is 14.29 percent.

Pay Fixation in the New Pay Structure

5.1.28 The fitment of each employee in the new pay matrix is proposed to be done by
multiplying his/her basic pay on the date of implementation by a factor of 2.57. The figure so
arrived at is to be located in the new pay matrix, in the level that corresponds to the
employee’s grade pay on the date of implementation, except in cases where the
Commission has recommended a change in the existing grade pay. If the identical figure is
not available in the given level, the next higher figure closest to it would be the new pay of the
concerned employee. A couple of examples are detailed below to make the process amply clear.

5.1.29 The pay in the new pay matrix is to be fixed in the following manner:

Step 1: Identify Basic Pay (Pay in the pay band plus Grade Pay) drawn by an employee as on
the date of implementation. This figure is ‘A’.

Step 2: Multiply ‘A’ with 2.57, round-off to the nearest rupee, and obtain result ‘B’.

Step 3: The figure so arrived at, i.e., ‘B’ or the next higher figure closest to it in the Level
assigned to his/her grade pay, will be the new pay in the new pay matrix. In case the value of
‘B’ is less than the starting pay of the Level, then the pay will be equal to the starting pay of
that level.
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Example |

For example an employee H is presently drawing Basic Pay of 55,040 (Pay in the Pay
Band 46340 + Grade Pay 28700 = ¥55040). After multiplying 55,040 with 2.57, a
figure of ¥1,41,452.80 is arrived at. This is rounded off to X1,41,453.

The level corresponding to GP 8700 is level 13, as may be seen from Table 4, which
gives the full correspondence between existing Grade Pay and the new Levels being
proposed.

In the column for level 13, the figure closest to X1,41,453 is %¥1,41,600.

Hence the pay of employee H will be fixed at %1,41,600 in level 13 in the new pay
matrix as shown below:

Table 6: Pay Fixation

GP 8700 GP 8900 GP 10000
Level 13 Level 13A Level 14
118500 131100 144200
122100 135000 148500
125800 139100 153000
129600 143300 157600
133500 147600 162300
137500 152000 167200
141600 156600 172200
145800 161300 177400
150200 166100 182700

5.1.30 As part of its recommendations if Commission has recommended any upgradation or
downgrade in the level of a particular post, the person would be placed in the level
corresponding to the newly recommended grade pay.

Example Il

Take the case of an employee T in GP 4200, drawing pay of 220,000 in PB-2. The Basic
Pay is 324,200 (20,000+4200). If there was to be no change in T’s level the pay fixation
would have been as explained in Example | above. After multiplying by 2.57, the
amount fetched viz., 362,194 would have been located in Level 6 and T’s pay would
have been fixed in Level 6 at 262,200.

However, assuming that the Commission has recommended that the post occupied by
T should be placed one level higher in GP 4600. T’s basic pay would then be 324,600
(20000 + 4600). Multiplying this by 2.57 would fetch 63,222.

This value would have to be located in the matrix in Level 7 (the upgraded level of T).
In the column for Level 7 263,222 lies between 62200 and 64100. Accordingly, the pay
of T will be fixed in Level 7 at 364,100.
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Entry Pay

5.1.31 The Commission has received numerous representations on the issue of fixation of entry
pay for direct recruits at a level higher than those promoted into the same level from below. In
the existing system, the entry pay for new or direct recruits takes into consideration the
weightage given to qualifying service prescribed by DoPT, whereas for those reaching the
grade through promotion from lower grade, the entry pay is fixed at the minimum of the pay
band plus grade pay corresponding to the new grade. The entry pay therefore varies, and is
different for those entering a level directly and those getting promoted into it. There have been
demands for a uniform entry pay for all.

5.1.32 In the new pay matrix, it is proposed that direct recruits start at the minimum pay
corresponding to the level to which recruitment is made, which will be the first cell of each
level. For example a person entering service as a direct recruit at level 3 will get a pay of
321,700, at level 8 of 47,600, at level 10 of 356,100 and so on.

5.1.33 For those who have been promoted from the previous level, the fixation of pay in the
new level will depend on the pay they were already drawing in the previous level. For instance,
if a person who was drawing 226,000 in level 3 gets a promotion to level 4, his pay fixation
will be as shown in Table 7:

Table 7: Entry Pay

L3 L4 L5 L6 L7 L8
21700 25500 29200 35400 44900 47600
22400 26300 30100 36500 46200 49000
23100 27100 31000 37600 47600 50500
23800 27900 31900 38700 49000 52000
24500 28700 32900 39900 50500 53600
25200 29600 33900 41100 52000 55200

26000 30500 34900 42300 53600 56900
26800 31400 35900 43600 55200 58600
27600 32300 37000 44900 56900 60400
28400 33300 38100 46200 58600 62200
29300 34300 39200 47600 60400 64100
30200 35300 40400 49000 62200 66000
31100 36400 41600 50500 64100 63000

Step 1: After grant of one increment in level 3 the pay increases to 326,800 in level 3

itself.
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Step 2: Locate the equal or next higher amount in level 4 which in this case will be
%27,100. Hence the new pay on promotion from level level 3 to level 4 will be fixed at
%27,100.

5.1.34 In case of a direct recruit to level L4 the entry pay will be fixed at the start of the level
L4 i.e., at ¥25,500.

5.1.35 To take another example, if a person drawing Basic Pay of, say, 340,400 in level L5 is
promoted to L7, the steps to arriving at his pay on promotion will be to first add one increment
within level L5 to arrive at 41,600, and then fix the pay at ¥44,900 in level L7 as 344,900 is
the nearest, next higher figure to 341,600 in the column of figures for level L7.

5.1.36 Although the rationalisation has been done with utmost care to ensure minimum
bunching at most levels, however if situation does arise whenever more than two stages are
bunched together, one additional increment equal to 3 percent may be given for every two
stages bunched, and pay fixed in the subsequent cell in the pay matrix.

5.1.37 For instance, if two persons drawing pay of 353,000 and 54,590 in the GP 10000 are
to be fitted in the new pay matrix, the person drawing pay of 53,000 on multiplication by a
factor of 2.57 will expect a pay corresponding to %1,36,210 and the person drawing pay of
354,590 on multiplication by a factor of 2.57 will expect a pay corresponding to %1,40,296.
Revised pay of both should ideally be fixed in the first cell of level 15 in the pay of %1,44,200
but to avoid bunching the person drawing pay of 354,590 will get fixed in second cell of level
15 in the pay of %1,48,500.

Annual Increment

5.1.38 The rate of annual increment is being retained at 3 percent.

Span of Each Level

5.1.39 In the true spirit of having open ended pay scales the span of levels 1 to 11 has been
kept at 40 years. This has been done to ensure that no stagnation takes place. However, level
12 and beyond, the span of successive levels has been reduced so that the maximum at each
level is lower than the maximum pay at the subsequent level. This has been done as a result of
capping of maximum pay at HAG+ (level 16) at a lower stage as compared to the Apex pay at
level 17. Since Apex pay at level 17 is fixed at ¥2,25,000, a person residing in the previous
level (level 16) should not draw equivalent or more than the apex pay, the maximum pay has
been restricted to X2,24,400. Similarly the process has been followed until level 11 keeping in
mind the maximum pay drawn by the person in the next higher level. Accordingly, the span of
levels beyond level 11 progressively reduces from 39 years at level 11 to 4 years at level 16. It
is important to note that the end-points of any column do not signify the end points of any
traditional pay scale. Hence in any kind of calculation which attempts to work with the
“maximum pay of a particular pay scale” it would be inappropriate, even incorrect, to pick the
last figure of the column to be so. As has been stated earlier in this paragraph the column spans
have been kept at 40 to cater to persons who may enter a particular level at any stage and may
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have resided in the level for a fair length of time. The end-points of the column, representing
the possible highest and lowest pay in that level, may not be treated as the maximum and
minimum of any closed pay scale, as used to prevail prior to the implementation of the VI
CPC.

Compression Ratio

5.1.40 This Commission has felt that comparison of entry pay of the lowest functionary in the
government with the highest pay drawn by the Secretary to Government of India is not
appropriate. The comparison should be like to like while calculating the compression ratio.
Accordingly, the lowest pay at entry level of Group "C’ should be compared with the entry pay
of Group "A’ to arrive at the compression ratio. This Commission has recommended a
minimum pay of 218,000 at entry level in Group 'C’ and 56,100 as entry pay at Group A’
level. The compression ratio is thus arrived at 1: 3.12 which signifies that a Group "A’
officer entering the government on direct recruitment basis gets roughly three times the pay
drawn by a Group 'C’ level functionary at their entry level.

5.1.41 Similarly comparisons can be made between maximum pay (356,800) of any employee
who has joined in level 1 and rendered 35 years of service and received pay progression solely
by way of MACP with the maximum pay of 22,25,000 drawn by Group "A’ officer at Apex
level (level 17), the compression ratio works out to be 1:3.96. Since the maximum pay drawn
for different officials will depend on their age of entry, promotional prospects in their
services/cadres and individual performance, the minimum pay at entry level is considered a
better comparator.

Date of Effect

5.1.42 The various associations of the JCM-Staff Side have demanded that the
recommendations of this Commission should be implemented w.e.f. 01.01.2014. Their
argument is that there has been substantial erosion in the value of wages owing to non-merger
of DA, which has crossed the 100 percent mark in January 2014. They have also demanded
wage revision after every five years, instead of the present decennial exercise.

5.1.43 However, it is to be noted that this Commission was constituted in year 2014, well before
the completion of ten years since the implementation of the VI CPC recommendations, which
were made effective on 01.01.2006. As a result, its recommendations would be available for
consideration before the ten year period gets over on 01.01.2016. The Commission does not
agree with the demand of early implementation of revised pay structure and recommends that
the date of effect should be 01.01.2016.

Modified Assured Career Progression (MACP)

5.1.44 Although a number of demands were received for increasing the frequency of MACP
as well as to enhance the financial benefit accruing out of it, this Commission feels that the
inherent issues in the existing pay structure owing to which there was widespread resentment
have been set right by way of rationalisation of pay levels, abolition of pay band and grade pay
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and introduction of a matrix based open pay structure. Hence, there is no justification for
increasing the frequency of MACP and it will continue to be administered at 10, 20 and 30
years as before. In the new Pay matrix, the employees will move to the immediate next level
in the hierarchy. Fixation of pay will follow the same principle as that for a regular promotion
in the pay matrix. MACP will continue to be applicable to all employees up to HAG level
except members of Organised Group A’ Services where initial promotions up to NFSG are
time bound and hence assured.

5.1.45 There is, however, one significant aspect where this Commission feels that a change is
required. This is with regard to the benchmark for performance appraisal for MACP as well as
for regular promotion. The Commission recommends that this benchmark, in the interest
of improving performance level, be enhanced from ‘Good’ to ‘Very Good.’ In addition,
introduction of more stringent criteria such as clearing of departmental examinations or
mandatory training before grant of MACP can also be considered by the government.

Withholding Annual Increments of Non-performers after 20 Years

5.1.46 There is a widespread perception that increments as well as upward movement in the
hierarchy happen as a matter of course. The perception is that grant of MACP, although subject
to the employee attaining the laid down threshold of performance, is taken for granted. This
Commission believes that employees who do not meet the laid down performance criterion
should not be allowed to earn future annual increments. The Commission is therefore proposing
withholding of annual increments in the case of those employees who are not able to meet the
benchmark either for MACP or a regular promotion within the first 20 years of their service.
This will act as a deterrent for complacent and inefficient employees. However, since this is
not a penalty, the norms for penal action in disciplinary cases involving withholding increments
will not be applicable in such cases. This will be treated as an “efficiency bar”. Additionally,
for such employees there could be an option to leave service on similar terms and conditions
as prescribed for voluntary retirement.

Benefits of Migrating to a New System

5.1.47 The following benefits are expected to accrue by migrating to the new system:

a. The issues raised by various stakeholders in respect of the existing pay structure have
been addressed by subsuming of grade pay and pay bands into one composite level.

b. The correction of variable spacing between adjacent grade pay and pay bands by way
of rationalisation has been effected. The disparity between PB-3 and PB-4 has been set
right by the process of normalisation. This will also help address the demands for
upgradation of grade pay received in the Commission solely on grounds of disparity
between various pay bands.

c. The fixation of revised pay has been greatly simplified in the new pay matrix and will
not involve further calculations. The basic pay being drawn by any person on the date
of implementation is to be multiplied by a factor of 2.57 and the figure so obtained will
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be matched for the closest figure in the level pertaining to his/her existing grade pay
and fixed there.

d. The issue of differential entry pay has been resolved.

The employee can traverse both vertically within a level in the new pay matrix by way
of annual progression, and horizontally across levels by way of MACP as well as on
regular promotion. This will enable him/her to visualise the career path across levels
and span of service.

f.  The new matrix will provide greater visibility and transparency with respect to actual
pay drawn as compared to the earlier system of pay scales or pay bands. It will also
depict the exact amount payable to a person in relation to number of years spent in
service in each level.

g. The new pay matrix is expected to be easy to administer.

h. In line with the principle of greater transparency, the new pay matrix will provide an
unambiguous and complete view of the pay system in the Government of India.

i. The pay matrix can be gainfully analysed to provide crucial data on trends in pay
progression, number of personnel populating each level, number of personnel entering
and retiring at various levels, promotional trends of various cadres, financial outgo at
various levels, and so on. Hence, it can act as a powerful tool to bring in financial
management reforms.

5.1.48 Similar pay matrices have been designed for the personnel of defence forces and the
MNS so as to ensure uniformity in pay structures.

5.1.49 The Commission, after its interaction with the authorities of Australia and New Zealand,
feels that India should also have a permanent Remuneration Authority that should review the
pay structure based on job roles evaluation, remuneration prevailing in the market for
comparable job profiles, general working of the economy, etc. within a given budgetary outlay.
With this, the pay structure could be revised periodically, at more regular intervals, say
annually, without putting an undue burden on the public exchequer every ten years, as is the
case now. Such a periodic review may have many possible fallouts: impact of revision of wages
could be easily absorbed in each year’s budget and quicker remediation of anomalies would
take place, leading to greater employee satisfaction. In the backdrop of annual revisions, the
present system of biannual revision of DA could also be dispensed with.
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Some Additional Illustrative Examples in Respect of Pay Fixation in the New Pay Matrix

5.1.50 Normal Fitment

Ms. ABC is presently drawing a Basic Pay of

Pay Band 5200-20200
212,560 in GP 2400. For Normal Fitment, her
Basic Pay will first be multiplied by a factor of | | "™ | 160 | 190 | 00| 2% | 2%
2.57 and then rounded-off to the nearest Rupee. | | “gpy~ | 7000 | 7730 | 8460 | 9010 | 11360
In this case 12560 x 2.57 = 32,279.20, which will Levels 1 ’ 3 4 5
be rounded-off to X32,279. She will then be
. . . Index 2.57 2.57 2.57 2.57 2.57
placed in the Pay Matrix in the Level
corresponding to GP 2400 (Level 4 in this case) L 18000 | 19900 | 21700 | 25500 | 29200
in a cell either equal to or next higher to ¥32,279. 2 18500 | 20500 | 22400 | 26300 | 30100
In this case, her salary will be fixed at ¥32,300. 3 19100 | 21100 | 23100 | 27100 | 31000
4 19700 | 21700 | 23800 27900 | 31900
5 20300 | 22400 | 24500 28700 | 32900
6 20900 | 23100 | 25200 29600 | 33900
7 21500 | 23800 | 26000 30500 | 34900
8 22100 | 24500 | 26800 31400 | 35900
9 22800 | 25200 | 27600 | 32300 | 37000
10 23500 | 26000 | 28400 33300 | 38100
11 24200 | 26800 | 29300 34300 | 39200
5.1.51 Upgraded by Seventh CPC
Suppose, Ms. ABC, who is presently drawing a Pay Band 5200-20200
Basic Pay of 312,560 in GP 2400 (10160+2400),
is upgraded to GP 2800 as a result of Seventh GradePay | 1000 | 1900 | 2000 | 240 2000
CPC’s recommendations. Then the fitment will EnErE)é;’ay 7000 | 7730 | 8460 | 9910 | 11360
be in two steps: Levels 1 2 3 4 5
1. The new basic pay will be computed
. Index 2.57 2.57 2.57 2.57 257
using the upgraded grade pay. The pay
arriVEd W|” be as fO”OWS: 1 18000 | 19900 | 21700 | 25500 29200
Basic Pay: 10160+2800=12,960. 2 18500 | 20500 | 22400 | 26300 | 30100
2. Then this value will be multiplied by a 3 19100 | 21100 | 23100 | 27100 | 31000
factor of 2.57 and then rounded-off to the 4 19700 | 21700 | 23800 | 27900 | 31900
nearest Rupee. In this case 12960 x 2.57 5 20300 | 22400 | 24500 | 28700 | 32900
= 33,307.20, which will be rounded-off 5 20000 | 23100 | 25200 | 20600 | 33900
to ¥33,307. She will then be placed in the . 21500 | 23800 | 26000 | 30500 | 34900

Pay Matrix in the Level corresponding to
her upgraded Grade Pay, i.e. GP 2800
(Level 5inthis case) in a cell either equal
to or next higher to ¥33,307. In this case,
her salary will be fixed at ¥33,900.
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5.1.52 Promotion/MACP

Suppose, Ms. ABC, who, after having been fixed Pay Band £200-20200
in the Pay Matrix, is drawing a Basic Pay of
228,700 in Level 4. She is upgraded to Level 5 GradePay | 1800 | 1900 ) 2000 | 2400 | 2800
(either regular promotion or through MACP). E“ErEVpg’ay 7000 | 7730 | 8460 9910 | 11360
Then her salary will be fixed in the following
manner: Levels 1 2 3 4 5
1. She will first be given one increment in Index 257 | 257 | 257 2.57 2.57
her current Level 4 (to 329,600 in this
1 18000 | 19900 | 21700 25500 29200
case).
2. Then she will be placed in the Level 5 at 2 18500 | 20500 | 22400 | 26300 | 30100
a Level equal to or next higher compared 3 19100 | 21100 | 23100 | 27100 | 31000
to 229,600, which comes to ¥30,100 in 4 19700 | 21700 | 23800 27900 31900
this case. 5 20300 | 22400 | 24500 | 28700 32900
6 20900 | 23100 | 25200 | 29600 33900
7 21500 | 23800 | 26000 30500 34900
5.1.53 Annual Increment
Suppose, Ms. ABC, who, after having been Pay Band 5200-20200
fixed in the Pay Matrix, is drawing a Basic Pay
of 232,300 in Level 4. When she gets an annual GradePay | 1800 | 1900 ] 20% 2400 | 200
increment on 1% of July, she will just move one EMEp Y | 7000 | 7730 | e4g0 | se10 | 11360
stage down in the same Level. Hence, after Levels 1 9 3 4 5
increment, her pay will be 233,300.
Index 2.57 2.57 2.57 2.57 2.57
1 18000 | 19900 | 21700 25500 | 29200
2 18500 | 20500 | 22400 26300 | 30100
3 19100 | 21100 | 23100 27100 | 31000
4 19700 | 21700 | 23800 27900 | 31900
5 20300 | 22400 | 24500 28700 | 32900
6 20900 | 23100 | 25200 29600 | 33900
7 21500 | 23800 | 26000 30500 | 34900
8 22100 | 24500 | 26800 31400 | 35900
9 22800 | 25200 | 27600 | 32300 | 37000
$
10 23500 | 26000 | 28400 | 33300 | 38100
11 24200 | 26800 | 29300 34300 | 39200
85 Index




Report of the Seventh CPC

Pay Structure (Defence Forces Chapter 5.2
Personnel)

5.2.1 The Defence Services in their Joint Services Memorandum have contended that the
emoluments in the Defence Services should stand a fair comparison with what is available in
the Civil Services, otherwise the Defence Services will be denied their legitimate share of the
available talent pool.

5.2.2 The Commission has devised pay matrices for civil and defence forces personnel, after
wide ranging feedback from multiple stakeholders. The common aspects of the two matrices
and the unique elements in the defence pay matrix are outlined in the succeeding paragraphs.

General Approach to the Pay Matrices: Civil and Defence

5.2.3 Pay levels have been set out in a pay matrix, separately for civilian and defence forces
personnel. The Commission has evolved a fresh approach by merging the grade pay and pay
bands into distinct pay levels. The approach regarding the pay levels and pay matrix has been
explained in Chapter 5.1. Some of the major points in the pay matrix which have a common
bearing on civilian and defence forces personnel, are highlighted below.

5.2.4 Pay Bands and Grade Pay: Pay Bands and Grade Pays have been dispensed with and
the new functional levels have been arrived at by merging the Grade Pay in the Pay Band. All
the existing levels have been subsumed in the new structure.

5.2.5 Entry Pay: The entry pay for various ranks of defence forces personnel, other than MNS
Offices, has been arrived at on the same premise, as has been done in the case of civilian. As
an illustration, entry pay for a Captain has been arrived at as follows:

Entry pay in existing pay band + (Residency Period for promotion to Captain from Lieutenant
x annual increment) + grade pay of the rank of Captain

=1315,600 + (2 x %630) + 26,100 =322,960.

5.2.6 An exception to this approach has been made in the case of Brigadiers/equivalents where
pay for the rank has been arrived at as per the fitment table notified by the Ministry of Defence
through its Special Army Instructions of October 2008.

5.2.7 Fitment: The starting point of a Sepoy (and equivalent), the entry level personnel in the
defence forces, has been fixed in the Defence Pay Matrix at ¥21,700. The starting point in the
existing pay structure is X8,460 for a Sepoy/equivalent. The fitment in the new matrix is
essentially a multiple factor of 2.57. This multiple is the ratio of the new minimum pay arrived
at by the Commission (X18,000) and the existing minimum pay (Z7,000). The fitment factor is
being applied uniformly to all employees. It includes a factor of 2.25 to account for DA
neutralisation, assuming that the rate of Dearness Allowance would be 125 percent at the time
of implementation of the new pay as on 01.01.2016. The actual raise/fitment being
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recommended by the Commission is 14.29 percent. An identical fitment of 2.57 has also been
applied to the existing rates of Military Service Pay (MSP), applicable to defence forces
personnel only.

5.2.8 Rationalisation: An ‘index of rationalisation’ has been applied while making
enhancement of levels from Pay Band 1 to 2, 2 to 3 and 3 onwards on the premise that role,
responsibility and accountability increases at each step in the hierarchy. At the existing PB-1,
this index is 2.57, increasing to 2.62 for personnel in PB-2 and further to 2.67 from PB-3.
Recognising the significantly higher degree of responsibility and accountability at levels
corresponding to Senior Administrative Grade, the entry pay is recommended for enhancement
by a multiple of 2.72. The same multiple is also being applied at the HAG and HAG+ levels.
At the apex level the index applied is 2.81 and for the Service Chiefs/Cabinet Secretary the
index has been fixed at 2.78.

5.2.9 As noted in Chapter 5.1, dealing with the Civilian pay matrix, marked increase was
accorded to directors in the GP 8700 at the stage of implementation of the VI CPC Report.
Accordingly in the matrix the rationalisation index applied at this level has been fixed at 2.57,
lower than the index of 2.67 applied to existing PB-3 officers. A similar formulation has
necessarily to be applied to the defence pay matrix since the Lieutenant Colonels also received
amarked increase in their pay level, post VI CPC recommendations. Since the defence services
have an additional level in the existing PB-4 and there is a common pay level for SAG level
officers in Defence and Civil, the Commission has applied the rationalisation index of 2.57
also to the officers in the rank of Colonel and Brigadier and their equivalent.

5.2.10 MACP: The Commission is not recommending an increase in the number of MACPs.
For defence forces personnel this will continue to be administered at 8, 16 and 24 years as
before. In the new pay matrix defence forces personnel will move to the immediate next pay
level in the hierarchy. Fixation of pay will follow the same principle as that for a regular
promotion in the pay matrix.

5.2.11 Equivalence in Pay Levels for Certain Levels: The starting pay level for officers at
Group "A’ entry level is identical at 356,100 in the case of both civilian and defence service
officers. Similarly the pay of the Major General and Joint Secretary and equivalent officers
and those above [viz., Lieutenant General (in HAG, HAG+, Apex) and Chief of each defence
service] has been kept identical with their civilian counterparts. Identical pay levels has been
devised for JCO/ORs and their civilian counterparts corresponding to the existing pay bands
and grade pay.

Defence Pay Matrix: Some Distinct Aspects

5.2.12 For defence forces personnel, there are two separate matrices, one for the Service
Officers and JCO/ORs and another for the Military Nursing Officers. The existing ranks among
Officers and JCO/ORs in the Defence Forces personnel has been kept in view while devising
the matrix. There are a number of common strands in the Civil and Defence Pay Matrices,
indeed the principles and philosophy on which they are based are identical. In the case of the
pay matrix for Military Nursing Officers (MNS), the Commission has adopted an approach
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that blends elements of the principles and philosophy adopted in devising the pay matrices
with the existing uniqueness in the pay structure of MNS officers. Some of the unique elements
that merit mention in the defence Pay Matrix have been outlined below:

5.2.13 Commencement of Matrix: The commencement of the Defence Pay Matrix for
combatants corresponds to the existing GP 2000, which is the induction level for Sepoys and
equivalent.

5.2.14 More Compact: The Pay Matrix designed for the defence forces personnel is more
compact than the civil pay matrix keeping in view the number of levels, age and retirement
profile of the service personnel. For example, the term of engagement of various ranks of
JCOs/ORs are fixed and of shorter duration. Service Officers on the other hand are given time
scale promotion upto the rank of Colonel and Equivalent and will therefore move, from one
pay level to another, in accordance with the stipulated time frame.

5.2.15 Pay Levels Unique to Defence Forces Personnel: Pay levels corresponding to the
existing GP 3400, GP 5700, GP 6100, GP 6600, GP 7600, GP 8000, GP 8400, GP 8700, GP
8900 and GP 9000 are unique to defence forces personnel. The minimum pay corresponding
to each of these pay levels takes into account the normative residency period of the various
ranks of officers.

5.2.16 The Commission emphasises that the pay structure designed by it for the defence forces
personnel has been done keeping in view (a) some of the aspects in their rank structure unique
to them and (b) pay structure is not intended to determine the status of the personnel vis-a-vis
their counterparts on the civil side.
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Pay Matrix (Defence Forces Personnel - Except MNS)

67000- | 75500-
Pay Band 5200-20200 9300-34800 15600-39100 37400-67000 79000 80000 80000 90000
Grade Pay 2000 2400 2800 3400 4200 4600 4800 5400 5400 6100 6600 8000 8700 8900 10000
Entry Pay (EP) 8460 9910 | 11360 | 12700 | 13500 | 17140 | 18150 20280 21000 22960 25980 45400 48900 52290 53000 67000 75500 80000 90000
Level 3 4 5 5A 6 7 8 9 10 10B 11 12A 13 13A 14 15 16 17 18
Index 2.57 2.57 2.57 2.62 2.62 2.62 2.62 2.62 2.67 2.67 2.67 2.57 2.57 2.57 2.72 2.72 2.72 2.81 2.78
1 21700 | 25500 | 29200 | 33300 | 35400 | 44900 | 47600 53100 56100 61300 69400 | 116700 | 125700 | 134400 | 144200 | 182200 | 205400 | 225000 | 250000
2 22400 | 26300 | 30100 | 34300 | 36500 | 46200 | 49000 54700 57800 63100 71500 | 120200 | 129500 | 138400 | 148500 | 187700 | 211600
3 23100 | 27100 | 31000 | 35300 | 37600 | 47600 | 50500 56300 59500 65000 73600 | 123800 | 133400 | 142600 | 153000 | 193300 | 217900
4 23800 | 27900 | 31900 | 36400 | 38700 | 49000 | 52000 58000 61300 67000 75800 | 127500 | 137400 | 146900 | 157600 | 199100 | 224400
5 24500 | 28700 | 32900 | 37500 | 39900 | 50500 | 53600 59700 63100 69000 78100 | 131300 | 141500 | 151300 | 162300 | 205100
6 25200 | 29600 | 33900 | 38600 | 41100 | 52000 | 55200 61500 65000 71100 80400 | 135200 | 145700 | 155800 | 167200 | 211300
7 26000 | 30500 | 34900 | 39800 | 42300 | 53600 | 56900 63300 67000 73200 82800 | 139300 | 150100 | 160500 | 172200 | 217600
8 26800 | 31400 | 35900 | 41000 | 43600 | 55200 | 58600 65200 69000 75400 85300 | 143500 | 154600 | 165300 | 177400 | 224100
9 27600 | 32300 | 37000 | 42200 | 44900 | 56900 | 60400 67200 71100 77700 87900 | 147800 | 159200 | 170300 | 182700
10 28400 | 33300 | 38100 | 43500 | 46200 | 58600 | 62200 69200 73200 80000 90500 | 152200 | 164000 | 175400 | 188200
11 29300 | 34300 | 39200 | 44800 | 47600 | 60400 | 64100 71300 75400 82400 93200 | 156800 | 168900 | 180700 | 193800
12 30200 | 35300 | 40400 | 46100 | 49000 | 62200 | 66000 73400 77700 84900 96000 | 161500 | 174000 | 186100 | 199600
13 31100 | 36400 | 41600 | 47500 | 50500 | 64100 | 68000 75600 80000 87400 98900 | 166300 | 179200 | 191700 | 205600
14 32000 | 37500 | 42800 | 48900 | 52000 | 66000 | 70000 77900 82400 90000 | 101900 | 171300 | 184600 | 197500 | 211800
15 33000 | 38600 | 44100 | 50400 | 53600 | 68000 | 72100 80200 84900 92700 | 105000 | 176400 | 190100 218200
16 34000 | 39800 | 45400 | 51900 | 55200 | 70000 | 74300 82600 87400 95500 | 108200 | 181700 | 195800
17 35000 | 41000 | 46800 | 53500 | 56900 | 72100 | 76500 85100 90000 98400 | 111400 | 187200
18 36100 | 42200 | 48200 | 55100 | 58600 | 74300 | 78800 87700 92700 | 101400 | 114700 | 192800
19 37200 | 43500 | 49600 | 56800 | 60400 | 76500 | 81200 90300 95500 | 104400 | 118100
20 38300 | 44800 | 51100 | 58500 | 62200 | 78800 | 83600 93000 98400 | 107500 | 121600
21 39400 | 46100 | 52600 | 60300 | 64100 | 81200 | 86100 95800 | 101400 | 110700 | 125200
22 40600 | 47500 | 54200 | 62100 | 66000 | 83600 | 88700 98700 | 104400 | 114000 | 129000
23 41800 | 48900 | 55800 | 64000 | 68000 | 86100 | 91400 | 101700 | 107500 | 117400 | 132900
24 43100 | 50400 | 57500 | 65900 | 70000 | 88700 | 94100 | 104800 | 110700 | 120900 | 136900
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Matrix for Military Nursing Service (MNS) Officers

5.2.17 In the design of the pay matrix for Military Nursing Service (MNS) Officers, the
Commission has kept in view the approach followed by previous Pay Commissions as well as
historical and traditional relativities between the Armed Forces Officers and Military Nursing
Service Officers. In particular the pay scales/grade pay based on the V and VI CPC Reports
were kept in view.

Pay Structure of Defence Officers and Military Nursing Service Officers over time
Rank V CPC VI CPC
Army MNS Army MNS
Lieutenant | 8250-300-10050 8000-300-9500 GP 5400 (PB-3) GP 5400 (PB-3)
RP=Nil RP=Nil MSP=36000 MSP=34200
Captain 9600-300-11400 9400-300-12100 GP 6100 GP 5700
RP=3400 RP=Nil MSP=36000 MSP=34200
Major 11600-325-14850 | 11200-300-14800 | GP 6600 GP 6100
RP=X1200 RP=Nil MSP=36000 MSP=34200
Lieutenant | 13500-400-17100 | 12800-300-15200 | GP 8000 GP 6600
Colonel RP=X1600 RP=Nil MSP=36000 MSP=34200
Colonel 15100-450-17350 | 13400-300-15500 | GP 8700 GP 7600
RP=32000 RP=Nil MSP=36000 MSP=34200
Brigadier 16700-450-18050 | 14700-300-16200 | GP 8900 GP 8400
RP=32400 RP=Nil MSP=36000 MSP=34200
Major 18400-500-22400 | 16400-450-20000 | GP 10000 GP 9000
General RP subsumed in MSP subsumed in | MSP subsumed in
Pay Pay Pay

RP- Rank Pay; MSP- Military Service Pay

Military Nursing Service (MNS) Officers Pay Matrix

5.2.18 Accordingly, the following Pay matrix for Military Nursing Service (MNS) Officers is

recommended by the Commission:
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Pay Matrix (MNS)

Pay Band 15600-39100 37400-67000
Grade Pay 5400 5700 6100 6600 7600 8400 9000
Level 10 10A 10B 11 12 12B 13B
1 56100 59000 64100 96300 | 109800 | 119700 | 129800

57800 60800 69900 99200 | 112900 | 123300 | 133700
3 59500 62600 72000 | 102200 | 116300 | 127000 | 137700
4 61300 64500 74200 | 105300 | 119800 | 130800 | 141800
5 63100 66400 76400 | 108500 | 123400 | 134700 | 146100
6 65000 68400 78700 | 111800 | 127100 | 138700 | 150500
7
8
9

67000 70500 81100 | 115200 | 130900 | 142900 | 155000
69000 72600 83500 | 118700 | 134800 | 147200 | 159700
71100 74800 86000 | 122300 | 138800 | 151600 | 164500

10 73200 77000 88600 | 126000 | 143000 | 156100 | 169400
11 75400 79300 91300 | 129800 | 147300 | 160800 | 174500
12 77700 81700 94000 | 133700 | 151700 | 165600 | 179700
13 80000 84200 96800 | 137700 | 156300 | 170600 | 185100
14 82400 86700 99700 | 141800 | 161000 | 175700 | 190700
15 84900 89300 | 102700 | 146100 | 165800 | 181000 | 196400
16 87400 92000 | 105800 | 150500 | 170800

17 90000 94800 | 109000 | 155000 | 175900

18 92700 97600 | 112300 | 159700

19 95500 | 100500 | 115700 | 164500

20 98400 | 103500 | 119200 | 169400

21 101400 | 106600 | 122800 | 174500

22 104400 | 109800 | 126500

23 107500 | 113100 | 130300

24 110700 | 116500 | 134200

5.2.19 As indicated earlier in the case of the Defence Pay Matrix, the Commission has adopted
an approach that blends elements of the principles and philosophy adopted in devising the
matrices for civil and defence forces personnel with the existing uniqueness in the pay structure
of MNS officers.

5.2.20 Therefore while the minimum pay at the entry level for MNS officers is identical with
their civil and defence counterparts, as is the application of the fitment in pay for officers
migrating into the matrix, the Commission has had to adopt a different approach while
determining minimum pay corresponding to the existing grade pays other than GP 5400 (PB-
3). In doing so, the Commission has adopted a formulation as under:

Minimum Pay for a Rank in MNS= (Minimum Pay for that Rank in Defence Pay Matrix) x
(Grade Pay of the Rank in MNS)/(Grade Pay of that Rank in the Services)

For example Minimum Pay for Colonel in MNS= (125,700) x (7600)/(8700)= %1,09,807. This
has been approximated to %1,09,800 in the Matrix.
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5.2.21 While this formulation has been adopted for all ranks of MNS officers, two exceptions
have been made for purposes of rationalising the pay structure:

i. In the case of Captains, the Commission has moderated the minimum pay level
upwards to 59,000, to avoid bunching of minimum pay of MNS Lieutenant and
Captain.

ii.  Inthe case of Brigadiers some moderation downwards from the figure arrived at by the
formula (1,26,800) has been effected to provide suitable differential in the minimum
of the pay level between Brigadier and Major General of MNS. Hence the mid-point
of the minimum of the pay levels of Colonel and Major General viz., ¥1,19,700 has
been taken as the minimum pay for the Brigadier of MNS.

Military Service Pay (MSP)

5.2.22 The defence forces personnel, in addition to their pay as per the Matrices above, will be
entitled to payment of Military Service Pay for all ranks up to and inclusive of Brigadiers and
their equivalents. The Commission recommends an MSP for the four categories of Defence
forces personnel at 315,500 for the Service Officers, 10,800 for Nursing Officers, %5,200 for
JCO/ORs, and %3,600 for Non Combatants (Enrolled) in the Air Force per month. MSP will
continue to be reckoned as Basic Pay for purposes of Dearness Allowance, as also in the
computation of pension. Military Service Pay will however not be counted for purposes of
House Rent Allowance, Composite Transfer Grant and Annual Increment.

17 Without moderation upwards, by use of formula, the minimum pay for a Captain of MNS would be
%57,280, which would be very close to 356,100 the minimum pay at the level of an MNS Lieutenant.
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Annex to Chapter 5.2

Annex: Levels as per the Pay Matrix
Existing Pay | Existing levels of | Awvailable

Bands Grade Pay for* New Levels

1800 C 1

1900 C 2

PB-1 2000 C,D 3

2400 C 4

2800 CD 5

3400 D 5A

4200 C,D 6

PB-2 4600 C,D 7

4800 C,D 8

5400 C 9

5400 C,D,M 10

5700 M 10A

6100 D 10B

PB-3 6100 M 10B

6600 C,D,M 11

7600 C 12

7600 M 12

8000 D 12A

8400 M 12B

8700 C 13

PB-4 8700 D 13

8900 C 13A

8900 D 13A

9000 M 13B

10000 14

HAG 15

HAG+ 16

Apex 17

Cabinet Secretary, Defence Chiefs 18

*C: Civil; D: Defence; M: Military Nursing Service (MNS)
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Background and Approach to Pay Chapter 6.1
Related Issues of Defence Personnel

General

6.1.1 The role of Defence Forces in a representative democracy is rooted in the principle of
civilian control of the armed forces and the supremacy of civilian institutions based on popular
sovereignty. The Defence Forces in any democracy have responsibility for the defence of the
country, performance of search and rescue missions, providing assistance in disasters/
accidents, assisting civil authorities in case of emergencies and for internal security. As in any
representative democracy, the defence forces in India are subject to parliamentary control and
to judicial scrutiny in addition to external audit by the CAG.

Historical Perspective on Pay Commissions

Terms of Reference through various Commissions

6.1.2 The Seventh CPC has the distinctiveness of a separate term of reference for defence
service personnel together with a wider mandate to review, evolve and recommend changes in
the principles that should govern the emolument structure.

6.1.3 The remit of successive Pay Commissions with regard to pay related issues for the
defence forces personnel has been varied in terms of its focus as brought out below.

e A separate term of reference for defence service personnel has been notified only in the
case of the IV and Seventh CPCs.

e While the IV and VV CPCs were to examine the “structure” of emoluments of defence
forces personnel, the “principles” relating to structure of pay and allowances is the
emphasis in the terms of reference of the VI and Seventh CPCs.

e The Seventh CPC has also been mandated to review the principles and structure of
emoluments of defence service personnel “having regard to the historical and
traditional parities.”

Approach through Various Committees/Commissions

6.1.4 The approaches adopted by successive Committees/Commissions with regard to the pay
structure of defence service personnel are outlined in Table 1:
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Table 1: Approach followed by Successive Pay Commissions
Sl Committee/

No. | Commission Approach
1 Post War Pay | a) The basic principle followed was one of “comparability” with civilian
Committee rates of pay under the government and of an ‘all inclusive nature of
Pay.’

b) For pay of Service officers, a broad relativity was established with
Officers of Class | Central Services and the Indian Police Service.

c) For devising pay of PBORs, a fully trained infantry soldier with three
years’ service was equated to workers classified as ‘Semi Skilled’ by
the Central Pay Commission.

2 Raghuramaiah | a) It accepted the parallel between Defence Service Officers and Class |
Committee Service of the Central Government, particularly the Indian Police
Service.

b) For the infantry soldier it accepted the parallel with the semi-skilled
industrial worker.

3 111 CPC a) It held that the relativities between servicemen and their civilian
analogue can only be in broad terms because of the substantial
differences in their roles and conditions of service.

b) The Commission noted that there was no justification for continuance
of the Special Disturbance Allowance. It did not, however, recommend
total abolition of this allowance since it had existed for a long time; it
instead recommended a higher starting salary for commissioned
officers as compared to those in civilian Class | service.

c) The Commission equated the pay of a fully trained Infantry soldier with
three years of service with a civilian worker placed between ‘semi
skilled” and ‘skilled” workman and added 5 percent of pay as X factor
into it.

4 IV CPC a) The Commission noted that the pay structure for the armed forces
should provide a reasonable pay progression to Officers of Services. It
recommended an integrated pay scale with Rank Pay, covering a span
of 28 years for certain level of officers.

b) The Commission noted that the duties and responsibilities of an
infantry soldier are such that he cannot be compared with any other
category of employees.

5 V CPC a) The Commission observed that the pay structure is required to be
evolved on the basis of broad comparability with civilian pay scales so
as to ensure that the scheme of remuneration for these two categories
is not very dissimilar.

b) The Commission did not favour a separate dispensation for Armed
Forces personnel and felt that a better method would be to provide
explicit compensation in the regular pay scales. The Commission,
accordingly, recommended abolition of integrated pay scales by
regular pay scales with rank pay with progression in pay being
provided by the mechanism of ACP Scheme.

c) The Commission agreed with the approach of Il CPC that an ‘all
inclusive salary’ may not be workable in the Indian context and
therefore recommended continuance of all existing concessions and an
edge in starting scale to compensate for special features of military life.
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Sl. Committee/
No. | Commission Approach
6 VI CPC a) The Commission introduced running pay bands for defence forces

personnel also at par with that for Civilians. This was to give effect to
the recommendation regarding absorption of all Short Service
Commissioned Officers (SSCOs) and JCOs/ORs at appropriate levels
in the Central Armed Police Forces (CAPFs) and other Defence
Civilian Organisations.

b) The edge enjoyed by Defence forces over the civilian scales was given
in the form of a separate element viz., Military Service Pay.

¢) Common pay scales were granted to JCOs/ORs by re-organising the
existing three groups (X, Y and Z) into two groups (X and Y). X-Pay
of %1,400 per month was granted for JCOs/ORs of X group.

Procedure Adopted By the Seventh CPC

6.1.5 The Commission has examined the issues posed in relation to the defence forces
personnel keeping in view the terms of reference as also the complexities of the sector.

6.1.6 The Defence Services submitted to the Commission a Joint Services Memorandum (JSM)
in August 2014 and an Addendum to the JSM in May 2015. These contained proposals on pay,
allowances, pensions and conditions of service in relation to defence forces personnel. The
Commission obtained the views of the Ministry of Defence and Department of Ex-Servicemen
Welfare on a range of issues contained in the JSM. A series of discussions were also held with
the representatives of the Pay Commission Cell of the Services. The Commission benefited
from exchanges and interactions with multiple stakeholders- the Ministry of Defence, the
Defence Services, the Department of Ex-Servicemen Welfare, the Controller General of
Defence Accounts etc. In addition, on issues of common interest, the views of the Department
of Personnel and Training as also those of the Ministry of Home Affairs were obtained. The
Commission thus was able to draw upon the views of the key stakeholders within the
government with regard to issues posed by the Defence Services.

6.1.7 The Institute for Defence Studies and Analyses (IDSA) was also commissioned to
undertake a study on the “Nature, Quantum and Components of Defence Expenditure and
Defence Pensions.” The purpose of this engagement was to obtain an independent feedback
from a nonpartisan body dedicated to research and policy in defence and security, with
particular reference to pay, pension and defence expenditure in India and comparable
countries.

6.1.8 In addition, the Commission sought to obtain a first-hand appreciation of the conditions
under which the defence service personnel operate. It visited a number of locations in and
around Leh, Vishakapatnam, Mumbai, Andaman and Nicobar Islands, Jodhpur and the North
East. In the course of these visits the Commission interacted with all categories of defence
forces personnel. The Commission was able to familiarise itself, first hand, with the working
conditions unique to defence service personnel.

97 Index



Report of the Seventh CPC

6.1.9 Chapters 5.2, 6.1 and 6.2 are devoted to issues relating to pay of defence forces personnel.
Allowances and pensions of defence service personnel are covered in Chapter 8 and Chapter
10.2 of the Report respectively.

Overview of Defence Expenditure

6.1.10 Before approaching the subject of pay for defence forces personnel it would be useful
to have a broad overview of defence expenditure, of which expenditure on pay and allowances
of defence forces personnel is an important constituent. Provision of financial resources for the
defence services, which is the single largest employer of Central Government personnel, is
made under the Non Plan Budget of the Government of India. Defence currently ranks at third
place in terms of expenditure of the Union Government following Interest Payments and
Subsidies. In addition to provisions for the Army, Air Force and Navy, funds are also provided
for meeting the capital needs of the Services and for research and development.

6.1.11 As mentioned earlier, the Seventh CPC had commissioned the IDSA to analyse, among
other issues, the pattern of defence expenditure in India over the period 1995-96 to 2013-14 as
also the pattern of defence expenditure in neighbouring countries.

Pattern of Defence Expenditure in India'®

6.1.12 An examination of the pattern of defence expenditure over the period covering the mid-
nineties to FY 2012-13 reveals:

a. Defence Expenditure as a percentage of GDP has declined from 2.19 percent in 1995-
96 to 1.80 percent in 2012-13.

b. As a percentage of Central Government expenditure defence expenditure has declined
from 14.50 percent in 1995-96 to 12.89 percent in 2012-13.

c. Defence capital expenditure as a percentage of total defence expenditure has shown an
increase from around 25 percent in later half of the 1990s to over 40 percent in the
recent years.

d. The share of expenditure on defence modernisation, as a percentage of defence capital
expenditure, in the period from 1995-96 to 2012-13, has been in the broad range of
eighty to ninety percent.

Defence Expenditure in Select Countries

6.1.13 IDSA has analysed defence expenditure across a selection of ten countries in terms of
personnel expenditure, operations and maintenance expenditure and expenditure on
procurement and infrastructure!®. The break-up of defence expenditure in terms of these three
components is brought out in Table 2:

18 Defence expenditure does not include expenditure on defence pensions.
19 IDSA in its Report has stated that it has collected data from primary sources in the public domain.
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Table 2: Defence Expenditure In Selected Countries, Component — Wise
As Percentage of Total Defence Expenditure

Operation and
Personnel Maintenance Equipment Procurement
Sl Expenditure Expenditure And Infrastructure/
No. | Country | Year (and rank#) (and rank) Construction (and rank)
1 | USA. | 2007 25.59 (10) 33.75(2) 40.66(2)
2012 26.71(10) 37.56(2) 35.73(2)
2 UK 2007 39.00(5) 33.52(3) 27.30(6)
2012 33.60(9) 38.20(1) 24.80(9)
3 | France 2007 55.00(1) 18.98(10) 26.02(8)
2012 49.10(2) 16.90(9) 34.00(3)
4 |Germany | 2007 55.00(1) 25.49(8) 19.05(10)
2012 46.40(3) 31.30(4) 22.30(10)
5 | Japan 2007 43.95(3) 31.81(5) 24.53(9)
2012 44.56(4) 22.97(7) 33.24(5)
6 | South | 2007 39.58(4) 33.15(4) 27.27(7)
Korea | 5510 41.00(7) 28.21(5) 30.79(6)
7 | Russia 2007 32.30(8) 30.50(6) 37.20(4)
2012 52.20(1) 19.40(8) 28.40(8)
8 | China 2007 33.76(7) 34.05(1) 32.19(5)
2012 34.87(8) 31.88(3) 33.25(4)
9 | Pakistan | 2009* 36.61(6) 25.77(7) 37.62(3)
2012 43.98(5) 25.69(6) 30.33(7)
10 | India | 2007 27.55(9) 25.21(9) 47.24(1)
2012 41.12(6) 15.26(10) 43.62(1)
Note:

6.1.14 Notable from the data on the ten countries which IDSA has provided on component

# Rank inter-se of the ten countries for the concerned year, in paranthesis
*In these countries data for the relevant years was not available
Data in the table is based on the Report of IDSA.

wise expenditure in defence is:

a.

India ranks at the first place among the ten countries in both years-2007 and 2012- on
expenditure on procurement and infrastructure as percentage of defence expenditure.
In so far as expenditure on operation and maintenance is concerned, India finds itself

at low ninth place in 2007 and tenth place in 2012.

Expenditure on personnel in the ten selected countries for which data was reported by
the IDSA ranged from 25.59 percent to 55 percent in 2007 and from 26.71 percent

and 52.20 percent in 2012 of the total defence expenditure.
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d. France and Germany, which had the largest expenditure on personnel as a percentage
of defence expenditure in 2007, were able to effect reduction in their shares in 2012.
On the other hand, Russia, India and Pakistan witnessed the sharpest increase in share
of expenditure on personnel as a percentage of defence expenditure between 2007 and
2012.

e. In India expenditure on personnel as a percentage of total defence expenditure
witnessed a sharp increase from 27.55 percent in 2007 to 41.12 percent in 2012,
reflecting the impact of implementation of the VI CPC Report. The conclusion that
increased expenditure on personnel has been at the expense of operational and
maintenance expenditure which declined from 25.21 percent in 2007 to 15.26 percent
in 2012, is inescapable.

Defence Pay & Allowance as % Of Defence
Expenditure

42.65

2007-08 2008-09 2009-10 2010-11 2011-12 2012-13

6.1.15 One of the explanations for the larger expenditure on personnel in India vis-a-vis others
is the relative mix of the strength of the forces that constitute the Defence force of the country.
The Army is a manpower intensive service while the Navy and the Air Force are weapon
platform based services. They are capital intensive and the O&M expenditure in their case is
higher.

6.1.16 IDSA has reported that the share of the Army in the total personnel strength of the
Armed Forces in India is 85.25 percent while those in the US and UK are 39.3 percent and
58.92 percent respectively. This is confirmed when one views pay and allowances expenditure
as a percentage of revenue expenditure separately for the Army, Air Force and Navy in India.
For instance, in the case of Army, expenditure on pay and allowances FY 2012-13 was 65
percent of its revenue expenditure. The corresponding percentages for the Air Force and Navy
were 46 percent and 43 percent respectively.

6.1.17 What is evident is that the Indian armed forces are manpower intensive and therefore
the substantial increases in pay and allowances, based on the recommendations of the VI CPC,
have translated into a sharp increase in expenditure on personnel as a percentage of total
defence expenditure from 27.55 percent in 2007 to 41.12 percent in 2012.
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Expenditure on Defence Pay and Allowances

6.1.18 As brought out in Table 2, expenditure on pay and allowances constitutes a significant
proportion of total defence expenditure in India- its share is far larger than in countries like the
US and UK. The growing percentage reflects the fact that it has had to absorb the impact of
increases in them based on the recommendations of Pay Commissions. The Commission has
had the pay and expenditure on defence forces personnel analysed for a twenty year time span.

Impact of V and VI CPCs in Defence Revenue Expenditure

6.1.19 The Pay Commission, in its assignment to IDSA, had sought an analysis of the impact
of the implementation of the V and VI CPCs’ recommendations on the pattern and composition
of defence expenditure and the time frame in which it was absorbed.

6.1.20 The IDSA has worked out the share of expenditure on pay and allowance to defence
revenue expenditure. This is brought out in Table 3:

Table 3: Defence Revenue expenditure and share of Pay and Allowances

(Zincrore)

Sl Year Reven_ue Pay and % Share of Pay and
No. Expenditure Allowances Allowances

1 2 3 4 5

2 2013-14 118730 68384 57.60

3 2012-13 106743 62981 59.00

4 2011-12 97355 55387 56.89

5 2010-11 86920 49098 56.49

6 2009-10 83827 50978 60.81

7 2008-09 67873 34407 50.69

8 2007-08 51357 21366 41.60

9 2006-07 49270 19823 40.23
10 2005-06 46185 18815 40.74
11 2004-05 42107 17812 42.30
12 2003-04 41012 16484 40.19
13 2002-03 39248 16128 41.09
14 2001-02 36608 15254 41.67
15 2000-01 35230 14742 41.84
16 1999-00 34232 13741 40.14
17 1998-99 28470 12709 44.64
18 1997-98 24468 11120 45.45
19 1996-97 20573 8397 40.81
20 1995-96 18664 7478 40.07

Note: In bold are years when recommendations of V and VI CPCs took effect.
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a. The implementation of the V CPC entailed payment of arrears. The first instalment of
arrears was paid in 1997-98 and the second instalment in 1998-99.

b. In these two years the share of Pay and Allowances, which was 40-41 percent of the
revenue expenditure prior to the implementation of V CPC, increased to around 45
percent.

c. Inthe subsequent years the share reverted to a range of 40 to 42 percent, and remained
in this range till year 2007-08.

d. Post the implementation of VI CPC this share of expenditure on personnel to total
defence revenue expenditure has increased sharply from 41.6 percent in 2007-08 to as
much as 60.81 percent in 2009-10.

e. After falling marginally in 2010-11 and 2011-12, it has been observed that the share of
expenditure on personnel has been in the region of 57-58 percent of total revenue
expenditure.

6.1.21 As indicated in Table 2 the sharp increase in pay and allowance has been at expense of
operational and maintenance expenditure, which is also of revenue nature. Further unlike what
is observed after the V CPC recommendations were fully implemented, in the period after
implementation of the VI CPC Report the relative share of expenditure on personnel has not
witnessed any perceptible decline. There appears, in fact, to have been a structural shift in the
composition of defence expenditure 2010-11 onwards. At the same time it may be mentioned
the pace of growth of revenue expenditure by itself has been lower than growth in pay and
allowances of defence personnel, particularly after FY 2007-08.

6.1.22 The findings of IDSA on the pattern of defence expenditure brings to fore the need to
balance the requirements of the defence forces with the availability of resources. The
Commission recognises the need to calibrate growth in expenditure on pay and allowances for
defence forces personnel so as to ensure that the composition of defence expenditure - between
capital and revenue and within revenue between pay and allowances and others is not skewed
S0 as to adversely affect the operational and strategic objectives of the defence forces.

Proposals on Pay Determination

6.1.23 The Defence Services, in their Joint Services Memorandum, have contended that the
emoluments in the Defence Services should stand a fair comparison with what is available in
the Civil Services, otherwise the Defence Services will be denied their legitimate share of the
available talent pool. In their view the two major pillars of any sound pay system are
comprehensibility and adequacy.

6.1.24 The Defence Services have adopted a per capita income approach to arrive at a
Minimum Wage of 228,000. With regard to the compression ratio, while noting that the
existing ratio between the lowest paid government employee and the highest is 11.43, the
Services have contended that this ratio should increase to a minimum of 1:14. The argument
for this is that at present there are anomalies in higher bands with senior officers stagnating
and junior officers drawing higher pay than their seniors. The decompression suggested is
expected to iron this out.
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Approach to Pay Determination for Defence Forces Personnel

6.1.25 The approach of the Seventh CPC on the determination of pay of Defence forces
personnel has been guided by the terms of reference set out. The terms of reference, among
others, required that the Seventh CPC: “To examine, review, evolve and recommend changes
that are desirable and feasible regarding the principles that should govern the emoluments
structure, concessions and facilities/benefits, in cash or kind, as well as the retirement benefits
of the personnel belonging to the Defence Forces, having regard to the historical and
traditional parities, with due emphasis on the aspects unique to these personnel” and “To work
out the framework for an emoluments structure linked with the need to attract the most suitable
talent to government service, promote efficiency, accountability and responsibility in the work
culture, and foster excellence in the public governance system to respond to the complex
challenges of modern administration and the rapid political, social, economic and
technological changes, with due regard to expectations of stakeholders, and to recommend
appropriate training and capacity building through a competency based framework. ”

6.1.26 The Commission, in Chapter 4, has already set out the overarching principles for pay
determination and the approach of the Seventh CPC in the matter. The basis for determination
of minimum wage; minimum to maximum ratio; rate of annual increment have already been
detailed in the relevant Chapters of the Report.

6.1.27 Within these broad contours, the approach for determination of pay and allowances for
defence forces personnel rests on the following:

i.  Pay structure as evolved for the Defence Services should be broadly comparable
with the civilian pay structure.

ii.  The edge in pay, to compensate the unique aspects of defence service, has been
provided by way of the Military Service Pay, for personnel upto the level of
Brigadier and equivalent.

iii.  Providing a relatively advantageous pay outgo for defence forces personnel by way
of a defined benefit pension scheme, which entails no contribution as distinct from
a defined contribution scheme which entails a monthly contribution by each official
as applies to all other Central Government personnel.

iv.  Risk and hardship borne by defence service personnel, indeed for all categories,
will be compensated by way of Allowances.

v.  Provide an emoluments framework for the Defence forces personnel, in particular
JCOs/ORs, keeping in view their medium term skill requirements.

Military Service Pay

6.1.28 Taking note of the specific problems faced by Defence Forces personnel (viz., Army,
Navy and Air Force) on account of rigours of military life, the VI CPC recommended an
additional, separate element of pay for the Defence Forces called Military Service Pay (MSP).
The VI CPC also intended, it was in fact so articulated, that the edge previously enjoyed by
the Defence Forces, over the civilian scales would be replaced by the MSP.
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6.1.29 Para 2.3.12 (page 76) of the VI CPC Report inter alia states: “The edge enjoyed by the
Defence Forces over the civilian scales will, after suitable enhancement to meet the genuine
aspirations of the Defence Forces, be given as a separate element called Military Service Pay.”

6.1.30 This Commission has received several requests from various entities, notably the
CAPFs, for grant of a pay akin to the MSP. The Commission has taken note of these demands
as also the contention of the Services. The very fact that various segments of government
employees continue to raise this demand suggests that there is need to examine, re-assess and
spell out conclusively what the Military Service Pay seeks to compensate.

6.1.31 The Commission, after careful consideration of the matter, notes that there are
exclusive elements that distinguish the Defence forces personnel from all other
government employees. The intangible aspects linked to the special conditions of service
experienced by them set them apart from civilian employees. Defence forces personnel
are expected to conduct full spectrum operations in operational environments which are
characterised by extreme complexity and may include force projection outside India’s
territorial boundaries. Defence forces personnel are trained for war like situations with
highly sophisticated war machinery. They have to keep themselves posted in modern
warfare. The military institutions are a key symbol of national pride. Further, the
superannuation of defence personnel, particularly Other Ranks (ORs) at a younger age,
is also a factor that has been considered. The Commission has therefore taken a conscious
decision that the Military Service Pay, which is a compensation for the various aspects
described above and for the edge historically enjoyed by the Defence Forces over the
civilian scales, will be admissible to the Defence Forces personnel only.
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Cadres of Defence Forces Personnel Chapter 6.2

6.2.1 India shares land and maritime boundaries with eleven countries. It pursues a robust
defence strategy which aims to address the wide spectrum of security challenges faced by the
country. It is guided by the principle of building strength through strategic autonomy and self-
reliance.

6.2.2 Defence forces personnel span the Army, Navy and Air Force. They are a distinct
category from Defence Civilian personnel. The service wise and category wise (officers and
Junior Commissioned Officers (JCOs) and Other Ranks (OR)) break-up of the defence forces
personnel in position as on 01.01.2014 is indicated below:

Army Air Force Navy Total
Officers 44,727 12,241 9,722 66,690
JCOs/ORs 11,19,226 1,40,611 59,644 13,19,481
Total 11,63,953 1,52,852 69,366 13,86,171

6.2.3 Of the total Central Government manpower of around 47 lakh, personnel belonging to
the defence forces form a significant proportion of nearly 29.49 percent. In fact, as on
01.01.2014 the defence service personnel, numbering 13.86 lakh, formed the single largest
group of Central Government employees.

6.2.4 The Defence Services have highlighted the wide spectrum of threats ranging from the
conventional to the asymmetric and the need for manpower suited to variations of warfare
including net-centric warfare, information warfare, electronic warfare, space based warfare etc.
They have brought out the need for higher technological threshold among the combatants and
also the ability to absorb modern technology that is constantly evolving.

6.2.5 Keeping in view the size, importance and evolving manpower needs of the defence
services and the remit of the Commission, the structure as also the pay related issues raised
with regard to various cadres of defence forces personnel have been examined in this Chapter.

Analysis of the Officer Cadre

6.2.6 The cadre structure of the Defence Forces is highly command and rank oriented. The
bulk of the officers are at the lower end of the pyramid, with significantly smaller numbers at
the vertex.

6.2.7 In the Army, the officer cadre is an amalgam of the two functional branches viz., Arms
and Services. The Arms branch comprises the combat element viz., Infantry, Armoured Corps,
Acrtillery, etc. The Services comprise combat support providing the logistic and maintenance
support viz., the Army Service Corps, Army Ordnance Corps, Corps of Electronics and
Mechanical Engineers, etc. The Indian Navy Officers’ cadre comprises officers from the
Executive, Engineering, Electrical and Education branches. The officer cadre in the Indian Air
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Force consists of Flying Branch and Ground Duties Branches (Technical and Non-Technical).
The Army Medical Corps (AMC) and Army Dental Corps comprise Medical/Dental officers
as well as Non-Technical officers. They are commissioned into the Army and seconded to the
Navy and Air Force depending upon individual service requirements.

Shortage of Officers

6.2.8 The Services, in the Joint Services Memorandum, have contended that there exists a
shortage of officers in the defence forces. From the data provided to the Commission, it is
evident that the shortage with reference to the sanctioned strength of officers in the case of the
Indian Air Force was negligible at under four percent. In the case of Navy the shortage was
17 percent and about 23 percent in the case of Army. The table below brings out the position
of shortages of officers in the Army?° over time.

Sanctioned Shortage as %oage of
Strength In Position | Shortage Sanctioned Strength

/As per V CPC Report 44,643* 32,643* 12,0002 26.88

As on 01.06.2014 49,196 38,040 11,156 22.67

6.2.9 The Commission notes that in absolute terms the shortage in the officer cadre in the Army
has remained relatively unchanged over this period of (nearly) two decades. As a percentage
of sanctioned strength, the shortage of officers in the Army has declined marginally from
under 27 percent in the mid-nineties to less than 23 percent in June 2014.

Cadre Structure

6.2.10 The Services have contended that there is an urgent requirement for the Defence Forces
to undertake periodic cadre reviews to remain current in their manpower structuring, and to
enable the forces to adapt to the changing operational scenario at all times, without affecting
the pyramidal structure in the Services. The Commission recognises the importance of cadre
reviews in aligning a service to the ever changing organisational needs and to maintain
congruence between functional needs and legitimate aspirations of its officers.

6.2.11 To ascertain the position with reference to middle and senior level positions in the three
Services the Commission called for additional information in this regard. Based on
examination of the data provided it is evident that the government has indeed been reviewing
and sanctioning a large number of posts at the middle and senior level positions in the three
Services. The graphs below bring out the growth in sanctioned posts for select ranks- at the
level of Colonels and above in the Army, Air Force and Navy for the period 1970 to 2014.

20 Excludes officers in the Army Medical Corps (AMC) and Army Dental Corps (ADC).
21 para 147.2 of the V CPC Report.

22 Derived from sanctioned strength and shortage figures.

2 Para 144.2 of the V CPC Report.
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Lt Generals and their Equivalent in Services
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6.2.12 The Army has witnessed an increase in the number of posts of Colonels and Brigadiers
that is over nine times and in that of Major Generals and Lieutenant Generals that is nearly
four times during the period 1970 to 2014. The growth in sanctioned posts at the level
corresponding to Colonels and Brigadiers in the Air Force and Navy has also been substantial,
though less pronounced than in the case of the Army. However, at the levels corresponding to
Major General and Lieutenant General, the Air Force and Navy have witnessed sharper
increases in sanctioned posts than the Army.

6.2.13 Thus, notwithstanding the cadre structure of the Defence Forces, which is highly
command and rank oriented with a relatively smaller number of officers at the vertex, the
government has been augmenting middle and senior level positions in the Armed Forces,
steadily over time.

Pay Parity for Officers: A Review over Time

6.2.14 The terms of reference require the Commission to take due note of the historical and
traditional parities in the emolument structure as far as the defence forces personnel are
concerned.

6.2.15 The Services, in their Memorandum, have stated that they have always enjoyed an edge
in pay in form of higher starting salary, ever since the 11l CPC. The emolument structure of
civil service officers and defence officers, over a thirty eight year service period, has been
analysed. A simulation of the pay progression based on normative residency for defence
service?* and civil service officers has been worked out. The total Pay in the case of Defence
Service officers is inclusive of Rank Pay/Military Service Pay but exclusive of Dearness
Allowance. Similarly for civilian officers total pay excludes dearness allowance. For each Pay
Commission the pay structure used for the simulation is based on what has been accepted by

24 Data on pay progression in case of Service Officers’ pay has been provided by the Services Pay Cells.
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the government (as distinct to what was recommended). The graphs below bring out the pay
trajectories for Defence and Civil Service Officers from the 111 to the VI CPCs.

111 CPC

Pay Progression of Service Officer
vis-a-vis Civilian Group A Officer
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6.2.16 Post 111 CPC, Service officers began their career with a slight edge over the civil service
officers. From the fourteenth to twenty-eighth year of service, however, the civilian officers
were substantially better placed in terms of their pay vis-a-vis their defence counterparts with
similar number of years of service. Pay of civil service officers was higher- by as much as 14
to 35 percent in this period. Between the twenty-ninth and thirty-second year of service defence
and civilian officers were identically placed; thereafter civilian officers edged past their
defence counterparts.

IV CPC
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6.2.17 Post the IV CPC, Service officers continued to begin their career with a slight edge over
the civil service officers. Civil service officers, however, edged past defence service officers
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after the first few years of service, though the difference in pay, as a percentage, reduced after
some years of service and, was in any case lower when compared with what it was in I11 CPC
period. The civil service officer commanded a pay differential over their defence counterparts
between the fourteenth and thirty-first year of service that ranged from 1 percent to 22 percent.
The difference was most between the eighteenth and twenty years.

V CPC
Pay Progression of Service Officer
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6.2.18 Post the VV CPC, Service officers continued to begin their career with a slight edge over
the civil service officers. However, the advantage that civil service officers enjoyed in terms
of pay differential upto the IV CPC, now appears much later, only after the seventeenth year
of service. Between the first and seventeenth year of service the defence service officers
enjoyed an edge in pay that ranged from 3 to 23 percent over their civilian counterparts.
Civilian officers edged past their defence counterparts from the eighteenth year of service.
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VI CPC

Pay Progression of Service Officer
vis-a-vis Civilian Group A Officer

—~

L

& 90000
= 80000
(@]

& 70000
S 60000
(¢D)

¥, 50000
o

5 40000
= 30000
T 20000
=

O 10000
(&)

2 0
B 1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37

Length of Service

Service Officer Pay Civilian Officer Pay

6.2.19 The post VI CPC pay structure marks a complete departure from the earlier Pay
Commissions as far as the pay parity between civilian and defence service officers is
concerned. Not only has the starting pay of a defence officers been placed substantially higher
at 29 percent more than his/her civilian counterpart, this gap continues to remain wide at over
20 percent for the first nine years of service. In fact the pay of defence service officers
remains uninterruptedly higher for a thirty-two year period. Thereafter pay of defence
and civil service officers are at par.

6.2.20 Benefits in cash and kind: The analysis of pay parity of defence service and civil
service officers has been undertaken with reference to Pay and Military Service Pay/Rank Pay.
It does not take into account allowances, which are intended to compensate for specific
hardships/risks that officers face in the discharge of their duties. The analysis of pay also does
not account for other benefits in cash and kind admissible to defence service officers. These
include (a) free rations or ration money allowance in lieu of free rations (b) tax concession
available in Canteen Store Depots (c) military concession vouchers for travel in Railways and
by air (d) free electricity upto 100 units each month (e) concessions on water charges.

6.2.21 Summary: The inter-temporal trends in pay of civil service and defence service officers
may be summarised as below:

6.2.22 Initial years

I.  The edge in initial pay for defence service officers which was 7 percent post 11 CPC,
fell marginally to 4 percent and 3 percent in the IV and VV CPC respectively, has post
VI CPC increased sharply to 29 percent.
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For post 01.01.2004 recruits, not only has the edge increased very significantly in
favour of Defence service Officers, they have also been placed at a relative advantage
in terms of their net pay since they are not required to contribute for their pensionery
benefits unlike their civilian counterparts. Taking this fact into account the pay
differential increases from 29 percent to 43 percent.

6.2.23 Later years

In the later years of service, civilian officers have tended to overtake the Defence
Service officers and in the 111 CPC period the civilian edge was most pronounced as
much as 35 percent in the eighteenth year. With successive Pay Commissions the
overtaking happened later and later and the gap progressively reduced.

However, for post 01.01.2004 officers the differential in net pay for defence service
officers, across the time horizon is effectively higher, in view of the fact that they are
not required to contribute for their pensionery benefits unlike their civilian
counterparts.

Pay of Defence Forces Personnel in Select Countries

6.2.24 One of the terms of reference of the study assigned by the Commission to IDSA was to
compare the salary structure of personnel in the Indian Defence Forces with that of similar
personnel in other countries. IDSA, in its report, has been able to provide to the Commission
pay related comparisons for three countries- India, UK and USA on purchasing power parity
(PPP) basis. A comparative table indicating the monthly basic salary drawn by officers and
JCO/ORs in the defence services in these countries is given below:

Comparison Based on Purchasing Power Parity (PPP)

©)]
Country
Rank USA UK India®
General/ Equivalent® 15,125 22,489 11,710
Colonel/ Equivalent? 9,625 10,275 8,367
Lieutenant Colonel/ Equivalent® 7,500 8,176 6,866
5,412°
Subedar Major/ Equivalent* 7,509 5,703 4,0977
Sepoy/ Equivalent® 1,416 1,725 1,361
Notes:
! For Officers at Pay grade O-7 to O-10 in USA Defence Forces, basic pay is restricted to $15,625
per month.

2 Colonel/Equivalent in 21% year of service.

® Lieutenant Colonel/Equivalent in 14" year of service.

*The pay for Subedar Major/Equivalent is taken the maximum of PB-2 i.e.Z34,800.

> The pay for Sepoy/Equivalent is taken the entry pay for Sepoy i.e. ¥6,460.

6and7 Eor 234,800 the top of the band in PB-2, the PPP equivalent is $5412. The highest stage
actually reached was ¥23,770. Taking an additional increment due in 2015, the highest that a JCO
in the Armed Forces may reach is 24,690 ($4,097)

8 The pay for India includes DA computed at 106 percent.
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6.2.25 The GDP per capita in comparable purchasing power parity (PPP) terms, for the year
2014 as per the World Bank?® for the three countries is indicated at SI. No. 1 of the table below.
Juxtaposed are the salaries of defence personnel on an annual basis for the three countries being
compared. These are based on what has been reported by IDSA.

(in current international $)

SI. No. USA UK India
1. |Per capita per annum?® 54,630 39,137 5,833
2. |General/ Equivalent 1,81,500 2,69,868 1,40,520
Ratio of Salary to per capita income (Row

2/ Row 1) 3.32 6.90 24.09

3. |Colonel/ Equivalent 1,15,500 1,23,300 1,00,404
Ratio of Salary to per capita income (Row

3/ Row 1) 2.11 3.15 17.21

4. |Lieutenant Colonel/ Equivalent 90,000 98,112 82,392
Ratio of Salary to per capita income (Row

4/ Row 1) 1.65 2.51 14.13

5. |Subedar Major/ Equivalent 64,944/

90,108 68,436 49,164
Ratio of Salary to per capita income (Row

5/ Row 1) 1.65 1.75 11.13/8.43

6. |Sepoy/ Equivalent 16,992 20,700 16,332
Ratio of Salary to per capita income (Row

6/ Row 1) 0.31 0.53 2.80

6.2.26 The tables above point to the fact that defence service officers and JCO/ORs in
India, based on VI CPC pay scales, are placed quite well in terms of pay, even in relation
to defence personnel in countries like US and UK, where the GDP per capita in PPP terms
for the country as a whole is significantly higher than that of India- 9.4 times in the case
of US and 6.7 times in the case of UK.

6.2.27 These conclusions are equally applicable to Civilian employees who are similarly
placed.

6.2.28 The above analysis does not take into account the augmentation of pay being
recommended by this Pay Commission.

Proposals with Regard to Pay Structure of Officers

Re-Fixation of Grades/Pay Scales of Defence Services

6.2.29 In the Joint Services Memorandum, the Services have contended that in the VI CPC
recommendation the grade pay for certain ranks had been artificially depressed as Rank Pay
was not been taken into consideration while determining the top of the pay scales of various
ranks. Their contention therefore is that Grade Pays associated with Captain (26100), Major
(k6600), Lieutenant Colonel (X8000), Colonel (X8700) and Brigadier (X8900) need upward

2> Weblink: http://data.worldbank.org/indicator/NY.GDP.PCAP.PP.CD
26 GDP per capita, PPP (current international $)
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revision. Accordingly, the Services have sought revision in the GPs to ¥6600 for Captain,
%7600 for Major, 8700 for Lieutenant Colonel, 9000 for Colonel and 9500 to Brigadier.

Analysis and Recommendations

6.2.30 The Commission notes that this issue was deliberated upon in the discussion after the
VI CPC Report at various levels in the government. The Commission has taken note of the fact
that the Committee of Secretaries (COS) in 2008 did not accept the merger of Rank Pay in
Basic Pay. Subsequently, while examining draft service instructions for pay revision, Ministry
of Finance also did not approve the merger of Rank Pay with Basic Pay and observed that Pre-
revised Scales and Rank Pay should be shown distinctly in two separate columns in pay
fixation tables. Service instructions were issued accordingly. The government’s settled view is
that the stand of Armed Forces for merger of Rank Pay with Pay Scale for determining Grade
Pay is not correct which has also been upheld by the Apex Court. The Commission agrees
with this view, and holds that there is no case for revision in the grade pays by taking
Rank Pay into consideration while determining the top of the pay scales of certain ranks.

Initial Pay Fixation of Lt. Colonel, Colonel and Brigadier/Equivalent

6.2.31 The Services have contended that the replacement scales granted to Lieutenant Colonel
and Colonel/equivalent by the government were depressed by one increment and that of
Brigadier/equivalent by two increments. They have attributed this depression to the initial pay
fixation having been done with reference to S- 24 scale of VV CPC for Lt. Colonel/Colonel and
that of Brigadier/equivalent to the S-26 scale.

Analysis and Recommendations

6.2.32 The Commission sought the views of the Ministry of Defence in the matter. Ministry of
Defence has stated that the Services have based their case on the premise that Rank Pay should
be merged with Basic Pay before fixation of pay. As has already been noted above the accepted
and settled view is that of Rank Pay should not be merged in Basic Pay. Here again, the
Commission agrees with the view of the government and is of the view that the replacement
scales granted to Lt. Colonel and Colonel/equivalent by the government are not depressed.
Therefore no change is warranted.

Grant of Non Functional Upgradation (NFU) to Defence Service Officers

6.2.33 In the Joint Services Memorandum, the Defence Services have pointed out that the VI
CPC, in its Report, extended Non-Functional Upgradation to Organised Group ‘A’ Services.
Such benefit was however not granted to the Defence Service Officers, which, in their view is
an anomaly. It has been pointed out by the Defence Services that the grant of NFU to Organised
Group ‘A’ Services in Ministry of Defence which operate alongside the defence forces like
MES, Border Road Organisation, and Survey of India etc. has created command, control and
functional problems.

Analysis and Recommendations

6.2.34 The deliberations in the context of whether NFU, presently available to Organised Group
‘A’ services, should be allowed to continue or not have been elaborated in Chapter 7.3. The aspect
of grant of Non-functional upgradation to officers of the Defence Forces was also discussed at
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length. After considering the various aspects the Chairman felt that NFU should be allowed to
continue since it has existed for the last 10 years and is being availed by all the Organised Group
‘A’ Services. Therefore the Chairman did not propose to abolish it.

6.2.35 Further, with a view to ameliorate the difficulties faced by the officers owing to stagnation
at various levels, the Chairman felt that NFU should be extended to the officers of the Defence
forces and CAPFs (including ICG) as well. The manner in which NFU is to be regulated in
the Defence Forces is discussed in Chapter 11.22.

6.2.36 Shri Vivek Rae and Dr. Rathin Roy, Members, Seventh CPC, have not agreed with
the views of the Chairman. They are of the considered view that NFU till SAG and HAG
level, granted to Organised Group ‘A’ Services, should be withdrawn. They have also not
supported extension of NFU to Defence Forces and CAPFs, including ICG. The rationale for
their views has been elaborated in paras 7.3.29 and 7.3.30 of the Chapter 7.3 on Central Services,
Group ‘A’ and is not being repeated here.

Pay for Re-Employed Officers

6.2.37 The pay of re-employed pensioners is usually fixed adopting the general principle of
‘pay minus pension’, taking into account the last pay of the pensioner and the pension fixed in
his case. If a person retires on superannuation and is re-employed thereafter, full pension is
deducted from the pay fixed on re-employment. In the case of pensioners retiring before
attaining the age of 55 years and who are re-employed, pension (including PEG and other
forms of retirement benefits) is ‘ignored’ (or not deducted) to a certain extent as per extant
rules.

6.2.38 In the case of re-employed Brigadiers, since they retire on completion of 56 years of
age, the deduction of pension is full, as in there no portion of pension that is ‘ignorable’. The
demand of the Services is that the ignorable portion of the pension be made admissible to re-
employed Brigadiers as well.

6.2.39 The Commission notes that the CCS (Revised Pay) Rules 2008, governing persons re-
employed in government service are uniformly applicable to Civil as well as Defence
personnel. As such the Commission does not agree with the relaxation being sought for
only one category of re-employed Defence service Officers, when the orders have general
applicability across all retired personnel.

Select Rank Promotion Incentive

6.2.40 The Services have sought a Select Promotion Incentive equivalent to 5 percent of the
Pay (Pay in Pay Band + Grade Pay+ MSP) per month, to be granted to all select Ranks from
Colonel to Lieutenant Generals.

6.2.41 The proposal of the Services has been considered by the Commission. Selection Posts
are by no means unique to the Defence Services. A number of posts for Civilian officers are
“selection” posts. Further the Commission has, through the Pay Matrix, provided to senior
ranks in the Services a distinctly higher pay vis-a-vis their juniors, hence the higher ranks stand
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adequately incentivised. The Commission is therefore unable to agree to a separate
incentive scheme for a certain category of officers in the Services.

Placing Lieutenant Generals in Pre revised HAG+

6.2.42 Defence Services in their memorandum and supplementary submission before the
Seventh CPC have contended that the position of Lieutenant General has been continuously
degraded since the 111 CPC on account of upgrading the Head of State Police from IGP to DGP
and giving the pay scales of ADG to Lieutenant Generals. They have sought placing of all
Lieutenant General and equivalent officers in the HAG + scale (X75,500-80,000).

6.2.43 The Commission has sought and received the views of the Ministry of Defence in this
regard. The Ministry has pointed out that Lieutenant Generals in Armed Forces were equated
to Additional Secretaries on the civilian side and prior to VI CPC, both were in the scale of
%22,400-24,500. Further there is no comparison of Lieutenant General with Officers on
Civilian side as those in the HAG+ scale had a higher pay scale of ¥24,050-26,000 prior to VI
CPC. The Commission notes that this demand has been made at earlier points in time and, after
due deliberation, it was decided to grant the higher pay scale (HAG+) to 1/3rd of the
Lieutenant Generals/equivalent. Army Commanders’ scale (Apex scale 380,000) was further
granted, on a non-functional basis, to a certain numbers of Lieutenant General level officers.

6.2.44 The Commission therefore does not see any justification in further scaling up all
Lieutenant Generals to the HAG+ grade.

Grant of Apex scales to Heads of Training Institutions

6.2.45 The Services in their supplementary submission to the Commission have sought
placement of heads of certain training institutions of the Services in the Apex scale, in
recognition of the importance being accorded to training by the Services.

6.2.46 The recommendations regarding training are contained in Chapter 14.

Short Service Commissioned Officers

6.2.47 The Short Service Commission (SSC) scheme in the Armed Forces was introduced in
1964 replacing the Emergency Commissioned Officer Scheme, which existed since 1962. The
tenure for SSC officers was five years and they were eligible for permanent commission in the
fifth year of service. In 1971 the SSC officers were given the option to continue for another
five years, beyond the initial five years. In 1993 the SSC scheme was extended to technical
arms and to non-technical arms in 1998. In 2004 the SSC officers were given the option to
continue for another four years, beyond the period of five plus five years. In 2006 the Scheme
was modified yet again, and the option to exit was made available only in the tenth and
fourteenth year, with the eligibility for permanent commission to be exercised in the tenth year
of service.

6.2.48 The Services, in the Joint Services Memorandum, have stated that given the steep
pyramidal structure of the forces, there is a high rate of supersession at the stage of the
promotions to the first select rank. They have pointed out that an effective way to address this
problem is by increasing the strength of the support cadre, primarily the Short Service
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Commission. This would balance the ratio between regular cadres and support cadres and
correct the existing skew towards regular cadres. To achieve this, in their view, the SSC needs
to be made more attractive.

Present Position

6.2.49 Currently, in the Armed Forces, Short Service Commission to officers is granted for a
maximum period of 14 years, an initial period of ten years extendable by a further period of
four years. Male Officers who are suitable can be considered for grant of permanent
commission in the tenth year of their Short Service Commission.

6.2.50 The present entitlement, on exit, is 10 months and 14 months of reckonable emoluments
for those completing ten and fourteen years of service respectively.

6.2.51 The Directorate General Resettlement in the Department of Ex-Servicemen provides
for resettlement training for serving officers/retired officers and released officers. Short
Service Commission Officers, on completion of ten/fourteen years of contractual service, are
eligible for undergoing resettlement training courses. Towards this end there are currently a
number of short term training programmes being conducted in reputed management institutes.

Proposal of the Services

6.2.52 The Services have stated that SSC should be made more attractive, so that larger
numbers opt for this entry. The measures recommended towards this are as follow:

a. Severance Compensation (two months’ pay for each year upto 10 years and four
months’ pay beyond 10 years to 14 years.
b. Grant of ‘Professional Enhancement Training Leave’ of two years to those officers
opting for an extension of another five years.
c. Concessions for appearing in Civil Service Examination viz:-
i.  Reduction in the number of papers from eight to four.
ii.  Introduction of Military Science as optional subject.
iii.  Age relaxation of five years for SSC Officers.

d. Lateral induction into Para Military Forces/Central Police Organisations to be
considered.

Analysis and Recommendations

6.2.53 The Commission has examined the matter in the context of the cadre structure of the
Armed Forces, the pattern of recruitment of officers through various streams and the available
options for Short Service Commissioned Officers.

6.2.54 Cadre Structure: The need to strike a healthy balance between the organizational
requirements and career progression in the Armed Forces has been articulated in the Joint
Services Memorandum. All the three Services have pointed to the steep pyramidal cadre
structure. In the discussion on the cadre structure of the Armed Forces the ratio of Permanent
Commissioned Officers to Short Service Commissioned Officers is important.
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6.2.55 The Commission, based on the data provided to it, notes that the existing cadre of Armed
Forces Officers is primarily manned by Permanent Commissioned Officers. Short Service
Commissioned Officers have an exit option that is not particularly attractive and a large
number of these officers are absorbed into the permanent commission stream. This has two
important implications- (a) the former reduces the attraction for Short Service Commission as
a career option for the youth and (b) the latter impacts the age profile of the officers in the
Armed Forces.

6.2.56 Compensation Package: The Commission notes the demand made is for doubling of
the existing compensation package of one month’s reckonable emoluments for each completed
year of service by a SSC Officer. In the case of officers in the public sector opting for voluntary
retirement/voluntary separation, they are paid one and a half months emoluments for each
completed year of service.

6.2.57 Way Forward: To address these issues, the Commission is of the view that the package,
particularly the exit options, available for officers who are on Short Service Commission needs
to be bolstered. This will, in the view of the Commission, lead to multiple benefits — (a) make
Short Service Commission an attractive option for the youth (b) it will lead to increased intake
of Short Service Commission Officers as compared to permanent commissioned officers (c)
attractive exit options will encourage short service commissioned officers to avail the options
and shift to other careers rather than linger in the forces attempting to get permanent
commission (d) this in turn improve the promotional avenues for permanent commissioned
officers (e) it will also provide industry and other sectors a young crop of well trained and
disciplined officers at the middle management level.

6.2.58 Overall, from a national perspective it would result in the optimal deployment of the
country’s young work force.

6.2.59 With regard to the compensation package, the Commission is of the view that it needs
to be made more attractive. At the same time, to incentivise early exit, the package being
recommended is graded so as to provide greater benefit to the SSC officers exiting early. For
those exiting at seven years the package has been scaled up to the level of what is applicable
to officers taking VRS in public sector companies.

6.2.60 The Commission notes the thrust of the government towards facilitating investment and
promoting innovation and industry. A steady availability of young, disciplined officers from
the Armed forces, whose skill have been upgraded to meet the challenges of the expanding
economy, would be highly beneficial for the country. Hence the Commission is of the view
that SSC officers, be provided the opportunity to pursue a management or technical course,
fully funded by the government. It is suggested that a tie up with reputed management and
technical institutes, preferably IIMs and I1Ts, maybe undertaken for this purpose.

6.2.61 The Commission is, accordingly, recommending the following specifically in the
context of Short Service Commissioned Officers.

6.2.62 Exit Options: The Commission recommends that the SSC officers should be
allowed to exit at any time between seven years and ten years of service instead of the
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existing exit option at ten and fourteen years. The option for permanent commission
should be exercised in the seventh year, instead of the tenth year as it exists today.

6.2.63 Package for those exiting:

Terminal Gratuity: Uniform 10.5 months of reckonable emoluments, for exit any time
between seven years and ten years.

Training: Fully funded (a) one year Executive Programme at premier management
institute or (b) M. Tech programme from premier technology institute.

An Officer opting for any of the fully funded programmes as listed above, should stand
relieved from the Armed Forces when he goes to join the programme.

Concession towards Civil Service Examination: Relaxation in age by five years.

Junior Commissioned Officers (JCO)/ Other Ranks (OR)

6.2.64 Junior Commissioned Officers (JCO) and Other Ranks (OR) number 13.2 lakh across
the three Services. JCOs/ORs can be broadly categorised in terms of their roles and skills.

Roles

6.2.65 Army: With a strength of approximately 11 lakh, the Indian Army is one of the largest
professional volunteer land forces in the world. The cadre of the Army consists of:
I.  Combat Arms (Armoured Corps, Artillery, Infantry and Mechanised Infantry)
ii.  Combat Support Arms (Engineers and Signals)
iii.  Specialised Cadres (AMC, ADC, RVC, AEC, CMP and APS)
iv.  Logistic and Maintenance Services (ASC, AOC, EME and Pioneers).

6.2.66 Air Force: ‘Airmen’ comprise all ranks of combatants other than commissioned
officers in the IAF. They perform a variety of functions ranging from aircrew duties on board
helicopters and transport aircraft, maintenance of the most sophisticated and complex aircraft,
radar, weapons and other equipment, secretariat and administrative duties involving
maintenance of accounts of cash and stores, personnel documents, catering, discipline and
medical care.

6.2.67 Navy: Every sailor is basically a seaman, irrespective of the branch to which he belongs
or his trade specialisation. Seamanship duties comprise ship husbandry, hull maintenance,
handling of small arms and ammunition, elementary store keeping, boat handling, firefighting,
nuclear, biological and damage control as also first-aid, besides being proficient in a host of
other seamanship activities such as anchor-work, rope-work, replenishment of fuel etc.

Skills

6.2.68 Every soldier is allotted a trade which becomes intrinsically linked to his subsequent
career progression. There are numerous trades in the Army, Navy and Air Force. These have
been grouped in two pay groups X and Y, as detailed in the table below:
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Total Number of Trades and %age of Total
Services Strength
X Y
Army 28 (2.58%) 96 (97.42%)
Navy 11 (12.00%) 42 (88.00%)
Air Force 23 (47.72%) 28 (52.28%)

6.2.69 The trades grouped under X require higher entry level qualification (Class XII). Entrants
in group X also receive more intensive training. As against this entry level qualification for
group Y is Class X only and the training imparted is also less intensive. Those in group X are
accorded a specific amount as ‘X’ pay.

Proposals with Regard to Pay Structure of JCOs/ORs

Common Pay Scale for X, Y and Erstwhile Z Pay Groups

6.2.70 As mentioned earlier, JCOs/ORs in the Services are presently organised into t