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, Rﬂ«,temug pe‘rfoﬂdlf-'ﬂ;?-' lI)ﬂ the Ilght of changes in environmental conditions (technology, products,
corvices: etc.) JODS need to be examlnecll closely. For example, the traditional clerical functions have
yndergone & r‘apl.d change in sectors like banking, mnsurance and railways, after computerisation.
yew job descr?ptlons need to be written and the skill needs of new jobs need to be duly incorporated
mthe evaluation process. Otherwise, employees may feel that all the relevant job factors - based on
«hich their pay has been determined - have Hot been evaluated properly.
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Look especially for distinguishing features of jobs and for relationshipg (,, they
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Benefits |
- The nav offs from job evaluation may be stated thus:
pay Otis _ '
It tries to link pay with the requirements of the job.
® -] A . :
- It offers a systematic procedure for determining the rellntwe worth of jobs, Jobs -
° lt:;@t:m;i.nml criteria such as skill, education, experience, responmbllitieg_ hﬂzﬂrda et:d ongy,
S ) 1 ‘ ! 4 ap ’
priced accordingly. day,
e _An equitable wage structure is a natural outcome of job evaluation. Ap unbiageq job

o R e gimi : @valiynp
““" tends to eliminate salary inequities by placing jobs having similar requirements i, theg ajuﬂh““
range.

e

Employees as well as unions participate as members of job evaluation committee While detopy: .
rate g'r-adcs for different jobs. This helps in solving wage related grievances quickly, Hing

e Job evaluation, when conducted properly and with care, helps in the evaluation of new jobg,

e It points out possibilities of more appropriate use of the plant’s labour force by indi
- need more or less skilled workers than those who are manning these jobs ecurrent]

Job Evaluation Methods ~

There are three basic methods of job evaluation: (1) ranking, (2) classification, (8) factor comparison,
While many variations of these methods exist in practice, the three basic approaches are described here §

_Ranking Method

~Perhaps the simplest method of job evaluation is the rankin
arranged from highest to lowest, in order of their valu
arranged according to the relative diffi
than on the basis of important factor
obviously the job at the bottom of th

cating jobg that
Y.

g method. According to this method, jobs are
e or merit to the organisation. Jobs can also be
culty in performing them, The jobs are examined as a wholerather
s in the job; the job at the top of the list has the highest value and
e list will have the lowest value.

Jobs are usually ranked in each department and then
an organisational ranking, The following table is a h

iublel4.2

| Amay of Jobs according to the Ranking Method _d—]

the department rankings are comhi?cd to develop
ypothetical illustration of ranking of jobs.

Rank Monthly salaries
1. Accountant Rs 3000
2. Aceounts clerk Rs 1800
3 Purchase assislan| Rs 1700
4. Machine-operater Rs 1400
5 Typist . Rs 900

1 6 Office boy Rs 600

, __-—-‘—--_-_‘__

Scanned with CamScanner




-4 rl ey 1
, nymt‘nt of salaries dependy oy, the hapter 14

Ly in o variati

pon 3 N non f}r :
.,lr‘""tl The ranking m'ithml '8 simple to undertung nnd =

s, . ity W : . wnet |
ﬁrm‘lﬂ- 1 L8 Slml’hc"} lowever works Loits [l”'-iltlwuﬂ nres ' ]-' "
AP gtion Jop in A large, complex Organisation,, M e in hig
|“ﬂl.- 1Ilt-\,'l I . CVIOT ey
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a']"im. ..'11““ '

| .
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| jtion Mecthod

Jr})rtg.’-di,’. a E}T,

:""“"" of the joh performed by the
cand it iy hent sted for a wmal)
rihis b ”';f-"lri}.r'.'ll.mn': hecaype rankings are
i KInd of ranking ia v Biibiaet

Cmore sejony e and (r i e

uitful way of Jf,h evaluation

e
011 .
(e o this method, a predetermined number of

. . . jok -
n{;m-m{ (o these classifications. This methoq n!nJ VBTOUps or job elagsaes

[ 'm". } .
et . , offic : ' 13888 OF ) i

A5 ssos may m.clude fMice, clerical, managerial, personne| ote. b classes or job grades
wion -l'mSiﬁt‘ﬂllOﬂ in an office. Y ele. Following ia a brief description
v oA
el :
{ es: F N8 i
e s Ewc;g;;e urtl:mr classification under (g category may he Office Manager. Dersst

» manager, Office superintendent, Departmenty] BUPETVizor, ete S i

boome

jass 1T - Skilled workers:

Under thi
s clerk, ete 1s category may come the Purchasing assistant
peelpts ' i

, Cashier,
R
Class 11T+ Semiskilled workers: Under this category m

" hboard operator etc ay come Stenotypists, Machine-operators,
Switc '

; Class IV - Semiskilled workers: This category comprises Daftaris, File clerks, Office boys, etc.
Thejob classification method is less subjective when compared to the earlier ranking method. The
system is.\rer'y easy to understand and acceptable to almost all employees without hesitation. One
«trong point in favour of t?m method is that it takes into account all the factors that a job comprises.
This system can be effectively used for a variety of jobs.

The weaknesses of the job classification method are:

o Even when the requirements of different jobs differ, they may be combined into a single
category, depending on the status a job carries.

o [tisdifficult to write all-inclusive descriptions of a grade.
The method oversimplifies sharp differences between different jobs and different grades.

When individual job descriptions and grade descriptions do not match well, the evaluators
have the tendency to classify the job using their subjective judgements.

Faetor Comparison Method

im"m Systematic and scientific method of job evaluation is the factor comparison method. Though it is
*2ost complex method of all, it is consistent and appreciable. Under this methoed, instead of ranking

mmFIEte Jobs, each job is ranked according to a series of factors. These factors include mental effort,

? Yoical effort,, gkl needed, responsibility, supervisory responsibility. working cond tions and other such

I]ls;s for instance, know-how, problem solving a abililies, accou_lfi'gahjﬂ'{{s',. etc.). Pay

kfrju; thod by comparing the weights of ,t.he_,{agtnm J'e,gulrt_z_d for each job, i.e., th

Iﬂeums May be divided among the factors weighted by importance (the nics mportant
. Uelfort, receives the highest weight). In other words, wages are assignes

Unking on each job factor.

Betepg ; .
. PSinvolved in factor comparison met

Select )
Jobg

will be assigned in
ent wages paid for
for instance,

b in comparison
ttﬂ I - p

¢y jobs (say 15 to 20), representing wage/s:
Must represent as many departments as po
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[ Conversion of Job Grode Polnts Into Money Value
ony
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Merits and Demerits

The paint method is a supertor and widely used methm.l ofeva]uatingjohg. It forces raters t, loo .
ker factars and sub-factors of a Job. Point values are ﬂsmgn_cd to all Fgctors In a systematie way, eﬁmlr..n._-
\.m st every stage 1t 15 reliable because raters using similar criteria would get more o u-,a_:__.‘,
answers. The methodology underlying the approach contributes to a minimum of rating - nml,.
p.351 1 It accounts for differences in wage rates for various jobs on the strength of joh factors. Jop,

change over ime. but the rating scales established under the point method remain unaffected =

kev znd ?ub-i‘a:mrs. establishing wage rates for different grades, ete., is a time consumi :
According to Decenzo and Robbins, “the key criteria must be carefully and clearly identified, degrees

factors have 10 be agreed upon in terms that mean the same to all rates, the weight of each critenon hx

10 be established and point values must be assigned to degrees”, This may be too taxing, especially wh

eveluating managenal jobs where the nature of work (varied, complex, novel) is such that it cannot be
expressed in quantifiable numbers,

On the negztive side, the point method is complex. Preparing a manual for various jobs, fixing valye, o

A comparative picture of various job evaluation methods is presented on Table 14.7.

taeble 14.7

|  Mojor Job Evalugtion Methods |

Metnon What facet of How s job tages| e
Type of Major Issgvaragen!
o 1w evalunsg? evaluated? method i . . sutyecse
- :”.m b Jobs are s, abjectively Non-quantitative | Relatively quick Enbly
mpensatie O"6red sccoming el ke
lazaors are 12 relavve worh
Ll == Cumbarsame
Cataegier
Vireie job Compare jou 10 Non-quantiative | Readly ava
SeRLNDUONS of o and inexpansne g
Grades ‘
Factr Comperiatiy
Compare job 1o K o
COFmD NSO testory of 1] Jatss on pcales ol'w Duesinnye Hee
EOMpentable facton
Pormt metmod Compmrantsg
e Lompare job 1g Quantitative Accurate w,h
facion MBS Yibae slable me
cnuu-nhom of
degioos of unive sal
ompensatig laciory
| i —
I __-—--_"'"--_._________

k _
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tvaluation
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odud operan techniques is difficult to understand, even for th
, @ or the supervisors.
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B! ileren
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W\ : diffﬂfﬁnt factors, thus creuting B ounds for diﬂptltﬂ

W .
’ 1 r\':ﬁlmli“n is the systematic process of determining the relative worth of jobs in order to establish

dOE aid more than others withi isati
r L pjobs shnuld be pax rs within the organisation. J i stabli
et rio sjo Y ob evaluation helps to establish

W
aches to job evaluation are: the rankling method, the classifi

1 TOL R
basic apP cation method, the

fhl

The four P, :
Vol comparison method, and the point method.
Thejob ranking mcthoq arranges jobs in numerical order on the basis of the importance of the job’s
' ytiesand responsibilities to the organisation.

s. Higher-rated grades demand

tem slots jobs into preestablished grade

b classiﬁcation 8ys
ons and varied job duties.

ibilities, tougher working conditi
nt scheme based upon the compensable job factors of
he more cnmpensable factors a job possesses,

umulated points are considered more valuable

The Jo
more respons
em of job evaluation uses @ poi
d working conditions. T
Jobs with higher acc

, The point syst
«ll, effort, responsibility an

he more points are assigned to it.

iothe organisation.
important jobs within

, The factor comparison system evaluates jobsona factor-by-factor basis against

an organisation.

worth of a job.
hereby each employ"

Terminology

v Jobevaluation: A systematic way of assessing the relative

v Performance appraisak: A formal process in an organisation ¥
tofind how he is performing:

stematic collection,

yaluation which r

ee 18 evaluated

evaluation and organisation of information about jobs.

' Jobanalysis: The sy
anks employees from highest to Jowest.

' Ranking method: A method ofjoP €
' Classification method: A method of job evaluation that concentrates on creating certain common
job grades based on skills, knowledge and abilities.
where job factors are compared to

Factor comparison met hod: A method of job evaluation

determine the worth of a job:
n where jobs are classified

Point method: A method of joP evaluatio
the degree to which these criteria exist on thl!ij-
b, such as skills, effort,

Compensable factor: A rundamental compensable element of a jo

Tesponsibility and working conditions.
tionship between {he value of the job and the average wage paid for this

on identification criterin and

;’::ge curpe: Shows the rela

e ———

Scanned with CamScanner



370 ® Humen Resoure Mansoement
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S0, the Term ampensation 18 a4 o ' s 80, | i i
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} Far v m 10 & - . . 2,
e o Thie " 11--=I'm-nu'inim-mrll}'flll""l”“)"-“-‘“-M”-h‘-‘ﬂf-' 1851e i
formalities 14 Ter physieal as well as fing
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‘s efforts to obtain, maintain and retain ap effective wurkf‘orc._,
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v FOPTese 1071
fional, retirement, ote., represent n mor
1 T i W
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Nature of Compensation

' ; isati both directly through bage a .
Compenration offered by an organisation can come Pay ang va"’hfepamr
ndirestly throw gh benefits,
L]

Base pay: It 15 the basie compensation an employee gets, usually as o Wage or Salary

0 performance accomp!iahmentg(hoah

N 1o an employee oy
¢¢, vacation pay,

. 'l’crinbkpuy: It is the compensation that is linked directly t
incesiives, stock options)

*  Benefits: These are indirect rewards give Broup of
=" Crganisations) memberehip (health insuran

€Mmployeeg 4
retirement pe

- 8 paxt
nsion ete.)

Objectives of Compensation Planning
The mos Important objective of any pay system ig o
2. Interngy equity: This ensur

b ‘:?.rrernal equity: This Ensures that johs are

T ) fairly Compensateq jp, Comparison tq similar jobs in the
r marke
c Indwidua!eqmi‘y- Ite €3 equal pav i : : :
! 5 qual pay for ual wop ie, i : is fair i panson
= ey dﬂmglhcﬂamefslmj]nrjgbs_ q k, e,eachmdwldualspaylsfmrmmm
In dition, th 4 ivos nle .
of :.d:nmm :2::;:;:? i’"ﬁ‘_““ 150. The ltimg goal of compensaion, administration (the process
opie 1) de, wel] in rfrjr:bsm‘?;';?.lrt}t)ll: ) e o desired bEhavioum rd en
e ; e s .
seClive Comipensatyy, Managemep, arp MLIIIII-]riJII.J):-m"L OIUCCLWES that are sought to be achieved through
.4 Altracy taleny Compens ti " :
e compete g, hire S}c s;’r\f:z,: fdﬂ 0 be high tlough altract talented people. Since many
mm!i"ah.-k e . ) 0 C(”npf:[ I]|. ]']['Cl I ]' 1] 4 9 lu
“M Lo apply, ple, the Salarieg offered myst be high enough
-
} Retai, talepy, | COmpey
Cmployes

salj
BBy quit jp frusgyr,
:’V' Ensure “quity; p

lemployees or are not competitive,
I ay i-’ar;u].j .
mOre qualyfieg peop] Lr|ljfll the

...-- “,Drlh f N . B '
¢ thoyly Bet betgg, of “Olmilar jolg should get similar pay. Likew
. . wi ge pay.
A New ang desirey behapig,,.. ., '
4 lnﬂ! tive d . ter fty Shu
8Live and o er dnnlr(_»d be

may poin Bearch

e.  Contro} Costs: The cos ring peo |
ensures that worker, 8re Nejther Q‘_i’r; thoulq ,,
Aid

. uld Tewarg o, i
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ETeener Pastypa, OUtgigy M :
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qted W8 : : fre relationghj
meltc& ¢ will show which pay is out of the tyeng e, 17 {lll}l? between the pay grade points and
',48' 8 i aid by th.e company fall well abovg oy below li 80 8 pay rate is vory high - where the
Py nl:;rcle' mtes.: . On:iytme?“ﬁ that pay is frozen or h:l'-‘o‘;ﬂuﬂ I8 WL N i
#d0° Siusted upward to place the circled averago Increases are granted until

s adj rate within a normal range. REEE o2

¢ re!
i a5
; A
y Rates and Determine Wage Structuro

f gcl‘-‘-Pl oyees fix a pay range for each grade (
E"-f"clm-w The wage structure of a company is nothi
|u5 g

M
Pl
H

r?ﬁl:cir Grade I, I1 and I11, for example, in Banking
B but a pay scale showing ranges of pay within each

adt
7

(f’-’;ﬁmolw“ts of Pay Structure in India

i A
[

o re of a company depends on

. qy struct Y several factors suc iti

mf.‘z'cnpncil)' and legal provisions: h as labour market conditions, company’s
e

1ges
1o Indi2, aifferent Acts include different items under wages, though all the Acts include basic wa and
goarness BUOWERE2 2 der the term wages. Under the Workmen'’s Compensation Act, TQEET"'-’EZEE-S for
e period, holiday pay, overtime pay, bonus, attendance bonus, and good conduct bonus” form part of
eges. cengue > :
(ier the Payment of Wages Act, 1936, Section 2 (vi), “any award of settlement o eodidion e
if paid, constitutes wages.”

Under the Payment of Wages Act, 1948, “retrenchment compensation, payment in lieu of notice and
retuity payable on discharge constitute wages.” = T

However, the following types of remuneration, if paid, do not amount to wages under any of the Acts:

. Bonus or other payments under a profit-sharing scheme which do not form a part of contract of
7 employment.
" Value of any house accommodation, supply of light, water, medical attendance, travelling allowance,
or payment in lieu thereof or any other co ncession.

i Any sum paid to defray special expenses entailed by the nature o
heme of social security and social insurance

f the employment of a workman.

l_i':i-v Any contribution to pension, provident fund, or a sc
" benefits,

/“// Any other amenity or service excluded from
an appropriate govemmental authority.
Theterm ' Allowances' includes amounts paid in addition to wages overa pericd of time including holiday
Py, overtime pay, bonus, social security benefit, ete. The wage structure in India may be examined

broadly under the following heads:

r/Bgic Wage

The basjc wage in India corresponds with what has been recommended by the Fair Wages Committee
(1948) and the 15th Indian Labour Conference (1957). The various awards by wage tribunals, wage

oards, pay commission reports and job cvalunr.i{.ma nl:fn serve as guiding principles in determining ‘basic
%age', While deciding the basic wage, the following criteria may be considered: (i) Sk_jll_mec_iy_uhﬂgb;
(ii) Experience needed; (iii) Difficulty of work: mental as well as physical; (iv) Training needed;

(v) Reaponﬁibiuties involved; (vi) Hazardous nature of job.

the computation of wages by general or special order of
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Dearness Allowance (DA)

1t is the allowance paid to employees in order to enable them to face the incrensjy,
commodities 1t serves as a cushion, a sort of insurance agninst increase in Price lgy irng
Instead of increasing wages every time there in a rise in price levels, DA in pajq n M or g,
of inflation. when prices go down, DA can always be reduced. This has, however, "’mﬂfne(: Ine thy goX

: ¢ 1 to necessitate a cut in dearness all
situation as prices never come dow | . ownneo Payah], ol Vooty
DA is linked in India to three factors: the index factor, the timoe factor and the point ¢ mp e

*  All India consumer price index (AICPI): The Labour Bureau, Shim|, e
(Rase 1080 = 100 points) from time to time. ' OMputes the Alp
“F

®  Time fioctor: In this case DA s linked to the rise in the All India Congumep

. Pr
& related period, instead of linking it to fortnightly or monthly fluctuations ice Ing

in index,
o Point factor: Here DA rises in line with a rise in the number of index Points ahgys
a

»  Other allowances: The list of allowances granted by employers in Indig has be 'P'-'clﬂclnu
en

thanks to the increasing competition in the job market and the BTOWINg awarenes 2
employees. An illustrative list of allowances is furnished in Table 16,1 below: 8 0N the Par o

llbl.lG.l

| Ustof Allowances In the Organised Sector In Indla \[

Attengance
Books

Car

Card (Cred card)
Cry Compansatory
Club Membership
Computer
Deputation

Drver

Education

Famiy

Group Insuranca
Leeve Travel
Lunch

|- Medical _J

P
_Wage and Salary Administration

mployee compentnat; . - . . ;
Emp arj:satmn Eﬂ nn mﬂ?l]."' classified into two types - base compensation and SUPPI{"“M:;Q
compe s compengation refe . s
pe : } . Linn re fers to monectlary payments to {‘nlplﬂ}'L'E.'i_lﬂ__t_l“‘ form of waae
salanies. The term ‘wages' implies remuneratic T e o = 4 P
b datinsd 1 ton to workers doing manual work. The term & ‘T The
ually defined to mean compensg . . : iy $afT,
usually : ) ; ]]u wation Lo office, managerial, technical and prnl(‘:::i:mml_atu_r =
Ooweve ETHrelyY uhsiepye : a o
distinction, ho r. 16 rarely ubserved in actual practice, Base compensation, it should be noted hert :
a fixed and non-incentive payment on the hasis of {jme spent by an I;lil]Jltlj'[.Tl“-U-;l_f]“'J”I;-SUIJP gk f
4 9 - L § ¥ L 0
compensation signifies incentive payments hased on actual performance of an employee or & group
employees. The term ‘compensation administration’ or wage and salary administration denotes thep

of managing a company'’s compensation programme, The goals of compensation udministrﬂ'i’—ﬂfll.im
g

design a cost-effective pay structure that will altract, motivate and retain competent employee
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' ¥
jr:Cﬂ‘ e eneation administrati
ﬂb d a0 of comp! ' on seoka ta nchiove the following objectives:
' Gha fair and equitable remuneration offering similar pay for similar work
1o act qunﬁﬁed and competent personnel, i

Ml
i 'L'|,|
\¥ sl t"-hl

- . the prcsent employees by keeping w
J.' ot ain Al P B ?ge levels in tune with competing units.
rol labou” ative costs in line with the ability of the organisation Lo p&7.

I . \

b prove motivation and morale of employees and to improve union-management relations.
: image of th ,

T pra;cct a good 1MAge f the company and to comply with legal needs relating to weges and

Y iﬂﬁﬁfs.

Pﬁnciplcs of Wage and Salary Administration =

"mlea of wage and salary plans and practices, The important ones among them
* i

Pl

Wege and salary plans should be sufficiently flexible.
Job evaluation must be done scientifically

Wage and salary administration plans must always be consistent with overall orgnnisationnl plans

and programmes.

. Wage and salary administration plans and progr
/ economic ohjectives of the country like attainment of equality in income

inflationary trends.

b, Wage and gsalary administration plans
/" and national conditions.

8, These plans should simplify and expedite othe

ammes should be in conformity with the sccial and
distribution and controlling

and programmes should be responsive to the -hanging local

r administrative processes.

¢

_The Elements of Wage and Salary System

Wegeend salary systems should havea relationship with the performance, satisfaction and attainment of
poels of an individual. Henderson identified the following elements of a wage and salary system:

JL ldentifying the available salary opportunitiea, their costs, estimating the worth of its members, of

their salary opportunities and communicating them to employees.

Relating salary to needs and goals.
/% Developing quality, quantity and time standards related to work and goals.
andards.

Determining the effort necessary to achieve st

Measuring the actual performance:

mance with the galary received.

2
3
4
3,
B
. Comparing the perfor

.~ Measuring the job satisfaction of the employees.

8,
» Evaluating the unsatisfied wants and U

from unfulfilled needs and unattained goals.

nrealised goals aspirations of the employees.

1o Finding out the dissatisfaction arising
- Adjusting the salary levels accordingly with a view to enabling the employees to reach unreached

goals and fulfil the unfulfilled needs and aspirations.
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. . o oneation Levels
\\ Factors Influencing Compensation Leve
’  received by an employee should reflect the effopy _

The amount of compeneatic

}

: i SO otk L ]

the degree of difficulty expersenced while "‘]m"im.” h.m SR mm,hl!hnvu t by thy

in the ind L the demand-supply position within the country, ote, Thgy, nr, n‘urf!r ),

in the industry and the demi : | ot ! ehal ndhwtu;dh};'\ _

- | y complexity and challer _

o Job neads: Jobe vary greatly in Uislp S A L‘”s ! 'p I ; ! nny ; il.'.l"':" Somy on Wy,
okille and knowladge while others can be handled by almost anyone. .‘:rmplr.- rmm' d I“-ii:H
ARIUE ADG i et ) ey . Jo ' i,
be done by many people with minimal skills receiy Ell‘tf““"cb’ low pay. Un"tmm;?;lmw "
(‘“n'a'l‘"f,"ll\.ﬁ Lasks that can be done by few people with high skill levels Beneraj), r_e m;;_:f' .

il 1 et N ke . l i I nolv& .I'I."""
h, h‘ﬂhl‘j to r‘ﬂ"-‘ Pn“_l'qu |4.I.'RI1'T"|'|'||“|-' [hv [][l}rlllj{ [‘Il[}ﬂtﬂ_‘r’ nf i ﬁrm. .”I]R'h prnﬁt I[“U‘{_Ih - hliv' b

*

to pay higher wages. This partly explaims why uuu]lm.h r ””.‘.‘J.'.";Z“‘l‘ usf; = .
mmoadity based industries (steel, cement, aluminium, ete.). akewise, mUllinatiﬁnTanr

) :‘.r‘
aleo mav relatively high salaries due to their earning power. i
¢, Costof living: Inflation reduces the F?il{'_‘f_llﬂﬁi_fm power of employees. To Overcome gy,
- workers prefer to link wages to the cost of living index. When the index rises dug 4, nl'.:'m%‘-'-
rker iy,
wages {ollow sunt. Br,,
d  Prerailing wage rates: Prevailing wage rates in competing firms within an induyst .
into account while fixing wages. A company that does not pay comparable wages may fing ;, d‘;lf&
to attract and retain talent. e |
e. Unions: Highly uniomsed sectors generally have higher wages because well Organiseq ypj,.,
=" exert presence on management and obtain all sorts of benefits and concessions to work:"‘"'m T2 oy
<~ L. Productivity: This is the current trend in most private sector companies when workerg' o

Linked to their productivity levels. If your job performan‘cq is good, you get good Wages. A sici bany
for example, can't hope to pay competitive wages, in tune with profit making banks,

g State regulation: The legal stipulations in respect of minimum wages, bonus, dearness allowzns
N allowances, etc., determine the wage structure in an industry,

b Demand and supply of labour: The demand for and the supply of certain skills determi=s
/p.-wnﬂingwage rates. High demand for software professionals, R&D professionals in drug industry
telecom and electronics engineers, financial analysts, management consultants ensures higher wags

Oversupply kills demand for a certain category of employees leading to a steep fall in their wages s
well.

Most employers, nowadays, are interested in paying a fair wage to all workers which is neither very
high (affecting the company's profitability) nor very low (where attracting and retaining pecpie

becomes difficult ),
exhibis 16.1 — |
|  Averoge Annuol Earnings of Workers Employed Is Manutacturing Industries
Particylars 1908 1899 2000
Number of a2 2
empioyees (000) 29 =
? ;Tﬁ".:ﬁ:?" 62802 44437 80521
3 Aversge annyal e
/ earmings (Rs) R un wae

! Source Pocke! Bock of Labour Statates, 2p04 IJ—"J
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e Benefits o°
ns
\ o ] * » L)
m fringe benefits' refopy
V g iprm . : 0 Lhe oxiy
| [ T "
,ensation paid in the form of wie o " benefigy Drovided 14
il |'|'II||||-.yP MIIH!,' yenrn ug ri""”T""" i addition 1 the nermal
. AP TL T _’l.'.'l "nfl o H
BTV et ]-'-'Il'r"'lf-tl

ORI enefits beeause they wer
g DEREEE e O WETe relntively iyt
quuation now is different, ng oy haw W insignitic or lringe eor
Spis . . ) ’ ¥ " . ST PRI .
1 amaalion pﬂckﬂ“‘c nnl.‘l‘ud I) e i "'lllll".'n Irl““ IJI'I"[” . (BT nla ol compensation. ]fh'nr:';lvr
ompens Y employopy (4 empl ! ne TMportant companents of a eomoret '
! Oy, S01acomprehensve

ho main features of fringe benefits, yg they stang fo
ouny, may be stated g

»are supplementary f,
, The pp Yy lorms nfcompe:mul.iun.

, They are paid to all employees (unljke incentives whicl
. . . . : HWves which are poj uneeific
is above standard) based on thejy membership in (he f"‘l'uni:;?:iil,,m specific employees whose work
' " 1an.

ey e i'ﬂdirCCL com Unﬂﬂt;.(l een (L] ] r oymen
h y ar i l P lon b u h{..‘}' are !1”._'{ xlended as ¢ liti
anld ﬂ a : ] N usu exl aas a condition of (ln”}l Ymen

They help raise the living conditiong of employees,

They may be statutory or voluntary. Provident find is a statutory benefit whereas transport is a

voluntary benefit.

)‘e”ed for Fringe Benefits =

Most organisations in India have been extending fringe benefits to their employees, year after year, due

to the following reasons:
2~ Employee demands: Employees demand more and varied types of [ringe benefits rather than pay

hike because of reduction in tax burden on the part of employees and in view of the galloping price

index and cost of living. |

Trade union demands: Trade unions compete with each other for getting Ilnor‘e i:_mdL lnewo; varieties

I ] i i i ofit, the other union
' i i one union succeeds in getting one benefit, th ru

. fnnge benents N . membcrs. : pelition amaong trade unions within an

i ! m

persuades management to provide a zfe:!bone.lzlthus, the co
isati 1 ore and varied benels. | |
i g sto P‘l)"hikf‘. as fringe benefits motivate

- ]j y p ] g t

advertisement. i

. ity is a se
& A5 a social security: Socil Tecturiﬂi::;l?ts me
CL : in rigks L0 .
organisation against certain geases. Employe

i ational di
oflie like accidents and 0CCUPUREE ) oppent of workers it M
e in case igus conting .
measures, compensation inc gl various he employees are sa}mﬁed
i gocial and

: g again
. : it is employec : nt
aview to provide security 0 h ntained whe ker’s economic,

jons are ma
| ) . o: Juman relations Hisfy the wor
| b To tmprove hurr_u:;]ﬂ ;fli]a;;?:}?ologicﬂll)’- Fringe benefits sa
economically, soc1ally

iety furnizhes through am_)rupri:ue
| These risks are cONUNEEncies
arious benefits like suﬁ_:ty
dical facilities, etc., with

rity that soc
mbers are exposed.
¢ has to provide v
rg in accidents, me
encies,
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. 1ities, canteen, recreat;
mer st.ores,'cre t{[;jc;Leﬁt; satisfy s,ome O?i'l‘:nal Facl'lit‘
| needs. Const retiremen fits minimi © Paych, %
ca o whereas <t of the benefits minimige oo * ol ¢
'g social NEEC™ e, poweven ONom;, pgltalf""i'
ctirement 1€ Poby,, 4,
]tm!_:':‘

414 @ Humn Resource Management
ps,\'chologi
the worker
about the post-r
employee-

mo

wnehts
;e rinde BU'“-'r
v eives of Fring .
\. ’911](.0[1 - - l10l10m-5’ are: |
“The important object1Ves q ’ ial relations.
and jmprove & s ; .
and impr ving and satisfying their unsatisfied needs

o Tocreate s by identifyln ‘
ial risks like old age benefits anq
Mater;

o Tomotival he employees against s0C
£ : ity t 10 ¢
o Toprovide security to loyees and t0 provide safety to the employees agai 0 henr_r._
o Toprotect the health of the employ Nst accidem,‘ :
¢  Topromote emp to retain them. .
— of belongingness among employees and m. Hence, fringe by |
‘0 o create a sens Ty, |
f'f_q. '-\.':_ |
called golden handcu o _ . i
To meet the requirements of various Jegislations relating to fringe benefits, |
o o mee . . . |
tain essential requirement -
o fits programme there are ceT — ; 8. The |
In order to have a sound bene ecI:ivegsTthat- -re in line with organisational philosophy andp;:;i:ml '.
l6g I

should be based on specific obj urveys and committees, a benefit package
Gan

should be affordable and cost-e
developed to meet employees needs.

Types of Fringe Benefits ~

The fringe benefits offered by various organisation
These are discussed below:

ffective. Throu gh s

sin India may be broadly classified into five categoriz

a. Payment for time not worked: This category includes: (a) hours of work, (b) paid holids:
(c) shift premium, (d) holiday pay and (e) paid vacation.

i Hours of work: Section 51 of the Factories Act, 1948, specifies that no adult worker shall be
. required to work in a factory for more than 48 hours in any week. Section 54 of the Az
restricts the working hours to 9 on any day. In some organisations, the numbers of workiz

hours are less than the legal requirements.
ii. /?’a:'f:f holidays: According to the Factories Act, 1948, an adult
holidays, preferably Sunday. When a worker is deprived of wee

compensatory holidays of the same number in the same month. Som
workers to have two days’ holidays in a week.

iii. Shiftprcm:'m_n: Companies operating second and third shifts, pay a premium to th
who are required to work during the odd hour’s shift.

iv., Holiday pay: Generally organisatio ose ot
L/ who work during holidayg.an ns offer double the normal rate of the salary to th

-

worker shall have weekly paid
kly holidays, he is elighlef
e organisations allow the

e workers

V.~ Paid vacation: Workers in manufacturing, mining and plantations who worked for 243 j:;f

during a cal o
g a calendar year are eligible for paid vacation at the rate of one day for every =

ked i
worked in case of adult workers and at the rate of one day for every 15 days wor

child workers.
b. Employee security: Physical and job security to the employee should also be provided o "i;r
gerv

to ensure security to the employee and hjs family members. When the employee's
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iguvre 1 7 2
[ Types of Fringe Benefits
\
Types of Fringe Benelils
Payment for Time Employee Safety and Welfare recreational O'd age and
not ‘Hnrked security health facilities retirement
‘f \ \ \ ‘ benefits
Hours of Paid Shift Holiday Paid
work holidays premium  pay vacation
Retrenchment Lay off
compensalion compensation
{ l |
Safety Warkmen's Health
| i
d Employee Weltare Holiday Educatonal Trans- Misce- !
anisations homes facitties portaticn a 3

Credit

Canteens Consumer
societies

societies

Housing Legal ai

counselling org

Provident fund

Deposit linked

insyranco
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Lapagement inimum and continuous Wage o
416 ® Homen Resource Manas )

. - Fsalgy,
i.‘urtrht‘l-u‘::d 1936, the Minimum Wagag Act 10V i
Vages Act,

» 194
(o the employees. g h

ecure. £
ment of .
o security

gait3 secomes §
+d, his job become =
{‘O‘Ilﬁ rme t[' '] lir{‘. 'I'!“l I l|.‘

of security to the ide incom

0RH. provi (rial Disputes Act, 1947, Provi
of Bonus Act, 1965, pr The Industrial Dis|

- nd retrenchment. Thu,nn"-hjtj”m.nn' mdlmri"” :‘Stﬂar}:ﬂ?“’mr::.
ay offane iive one month’s rmt.ngn: one mopgy,» % liy
sworkers have tﬂl: sar's continuous service, The com er1.qnt"“:ﬂ 94,
ol ll]::;lifl;ll‘(] year of service with g maximup o oVisy,

0 4.

ty
dﬂﬁ rf)r
wmeafion:
ot compensa
nehmenl 00
i

i, He ase of |

3| ni
\ i‘ﬂlniu‘ll:nlﬂl‘l'll .
L W S0 or mor

employn rrenchi

w10
workers who are It

\ Lab . rij.rj'] Dy
v for every S above even in ene Yday, i
15 days wage for v . compensation as statec N cage Uf'clr).a;in J.rﬁ iy
the rate of 1o @t Jigble for cc Bdgy,
Workers are ¢lIg W,
1 a yeatt wi

e » of lay off, employees are ent:tlec}lto lay ol‘ff: co pe"«‘!atjun
ot o c wage ¢ earness allowance fop Lty
1j Lav .u,.’;rlt.\.'.‘llhpfudr”?:hL {ol al nfthl? IJ{].S]C wage dlld fion e a]I be t}(}e e nf[h |
. Ad i o, v i [..
p rate equal to 50% 0 kly holidays. Lay off compensa peid o,
Coxce r weekl) a) b
lay off except fo m |

LI
an vear. 's safety and health should be taken care of i, order ¢, Proteq
) ree's safety ¢ - .
Safety and health: Employee's Ithy working conditions and to protect the workep's rody b
o » . & alt . . 5
¢ emplovee against accidents, llljlh.L :\ct' 1948, stipulated certain requirements regﬁrding “-'DrE‘ |
acire 1n Indi 1e Factories Act, o . igi K
capacity. In I.ui:.l._tiuxw provide safe working environment. These provisions relate tq ‘-'l@ﬂnlmeai |
itions with a view — - by |
mI‘.danml;- m{h Tndcﬁhlﬂms ventilation and tmupu.ﬂlu_@,_dus» and | l{l_ges. tritficial hym, lﬁﬁatmr._ |
disposal of dv:m?dhti_rig dn‘nking water, latrine, urinals and S_pll-l({t?ll_s_.# rrowsm.n§ relatmgtosajﬂ._ ‘
'Or- Y T, ] ' . -
over-crow -mif;df fencing of machinery, work on or near rl}:l_p}}l?_er Yy {!ilz_"mqt{[?n, employn
asures inciude =] . v b e --._1 =
:;Tlnu persons on dangerous machines, striking gear and devices for cutting
- o - -

ent o
off power. sellar

hines, casing of new machinery, prohibition of employment of'u.'hr')mcn_ and childr s
mac es. ‘; S 2 : ¥ ! . . rre by .- g - -
openers, hoists and lifts, lifting machines, chains, ropes and Ilﬁ,mg tack]

€3, revolving machiner
pressure plant, floors, excessive weight, pml.ec.[inn 'nf eyes, precaut_.i_qr_ls_ qgai_r_;g_t. dange?@ﬁ;
explosive or inflammable dust, gas, ete. Prccau}tlc_ms In case of ﬁ!'e, power to require specifications o
defective parts or test of st ability, safety of buildings and machinery, ete.

d.  Workmen’s compensation: In addition of safety
of compensation has also been made under Wo
to meet the contingency of invalidity
occupational disease specified undey ¢

and health Measures, provision for the payment

rkmen’s Compensation Act, 1923, The Act is intended

and death of a worker due to an employment injury or an

he Act at the sole responsibility of the employer. The Ac
covers the employees whose “vages are less than Rs 500 per month, Amount ofcompensatmn_degende
on the nature of injury and monthly wages of the employee, Dependants of the employee are eligible
for compensatio, jn case of death of {}e employee.

& Health benefits:

Today, varigyg
provided by

Organisations not on]
Employeg;s State

his Act s appli
workers.
eligible for 1,

¥ to employees but a]
Insurance Act, 1

948, deals cnmprehensively about the health benefits to be profihc
cable to g fnctnnes, eslablishments ru

. ning with power and employing 20 or more
f ® concerng ang w0 Yages do not exceed Rs 1,000 per month ar
1¢ Act. Benefig under thig Act include:
Sured emp]
T thig benefjy
.. Matern 1y benefi
NG weeks before
paise per day or

ployees in the
enefitg under
L~ Stehness bf-n."ﬁr' ]
B e In 0 3¢ 1 i

= Mayear ypde Yees are entitled to Bet cash benefit for a maximum of 56 day®
! Insure
e deljve
twice of ¢

dw '
Omen em Ployees are entitled o maternity leave for 12 week:;
X Weeks afto, the benelit

. d ]_ B N R T T
Lo icknesg benefit, whi'iheverg Ivery) in addition to ellh _.
.- Disablemeny benefit: Insureq e :

/" ortotal) due to employmen; injﬁloyees. Who are gjs,
“ benefit under this head, 24

s higher.

abled temporarily or permanen L
r OCeupationg) diseases are entitled to get
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Chapter 17 Incentives and Emplopee Denelity @ 417
ant’s benefit: If an insured person dieg ng o resull of

pepe™ _mployee, his dependnnts who are o
n

an employment injury sustained
0é “1 410 ppriodiml payments referred (o
itle

ntitled to compensation under the Act, shall be
nfn 11'.‘["3'"!““1:“ h[lr"\ﬁl i

Jcal penefit: This benefit shall be provided 1o an

M

. iﬂﬂllfl_‘tl "lll[)lfl‘f'f'f' aor to n member f‘)r his
1efi wtende : 1o Yoo rmbe
I where the benefit 18 extended to his (amily. This benefit ia provided in the following

i~

1 A n ¥ vy 4 . .
mn.pntlenttmnt nent, nrntu.mlum.umuhuspaml'{lmmm“m clinic or other institutions; or
py visits to the home of the insured person: or

l,._eal_men’r, as in-patient in n hospital or other institution.

qsured persont Shlﬂ"“ = ?m::llﬂl - m.ctlic'al benefits during any week for which contributions are
: th.' or in which he is eligible to claim sickness or maternity benefit or eligible for disablement
adde

oluntary arrangements: However, most of the large organisations provide health services over
Va 4 above the legal requirements to their employees free of cost by setting up hospitals, clinics,
and ®

gspensaries and homeopathic dispensaries. Company's elaborate health service programmes include:
¥

. Providing health mn.intenm?ce Een’i‘fe: emergency care, on the job treatment care for minor
5 complaints, health counse‘lhng, medical supervision in rehabilitation, accident and sickne=s
prevenfiﬂn- health education programmes, treatment in employee colonies, etc.

Medical benefits are extended to employee family members and to the retired employees and
/ their family members.

g Small organisations which cannot set up hospitals or large organisations (in those places where
hospitals cannot be set up because of various reasons) provide the medical services through

local hospitals and doctors. Sometimes they provide the facility of reimbursement of medical
expenses borne by the employees.

¢ Welfare and recreational facilities: Welfare and recreational benefits include: (a) canteens,

/ﬂ:] consumer societies, (¢) credit societies, (d) housing, (e) legal aid, () employee counselling,

g) welfare organisations, (h) holidays homes, (i) educational facilities, (j) transportation, (k) parties
end picnics and (1) miscellaneous.

i Canteens: Perhaps no employee benefit has received as much attention in recent years as that
" of canteens. Some organisations have statutory obligation to provide such facilities as Section
46 of the Factories Act, 1948, imposes a statutory obligation to employers to provide canteens
in factories employing more than 250 workers. Others have provided such facilities voluntarily.

Foodstuffs are supplied at subsidised prices in these canteens. Some companies provide
lunchrooms when canteen facilities are not available.

& Consumer stores: Most of the large organisations located far from the towns and which provide

housing facilities near the organisation set up the consumer stores in the employees colonies
and supply all the necessary goods at fair prices.

Credit societies: The objective of setting up of these societies is to encourage thrift and provide
loan facilities at reasonable terms and conditions, primarily to employees. Some organisations
encourage employees to form cooperative credit societies with a view to fostering self-help

Tather than depending upon money lenders, whereas some organisations provide loans to
. ®mployees directly.

L

N R :
-\_‘/Housmg: Of all the requirements of the workers, decent and cheap housing accommodation is
of great significance. The problem of housing is one of the main causes for fatigue and worry

?ﬂmng employees and this comes in the way of discharging their duties effectively. Most of the
Arge factories organisations, e.g., sugar mills, are located very far from towna,.tm
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efter retirement un4 di
These benefyy, are calle

—Providen Fund, p,
the Institution of
Fund Scheme of the

v ; ! mployees and/or
. - : c e ) e b
epe tsdur E post Telirem . 1etary assistance { the 133
this f)t*nl:!ll [E an 0 thetr

factories under Facy Orjey
contribute to the fund. 7
100% of the contributions with

vy hl

h 0 niﬂnl
(v a T ‘l ﬂ\"\l]nh]l'. ”l.' “l"i" nln!t 0” ™ IR" in“ h
- & AT D )
he uEng (acilition s ]

srovided cheap and decent hmf::in;;: fociliy Innl.nthr-{:-ilfq,m .
to factory and have thus nh‘ and'or arrange for housing loapy, lo "fnnlny.“'f""'w., ey,
a few orpam=ationg ]‘T':‘:h ' '"lfl ﬁ";‘l'r "
them to construct hons leo provide assistance or aid regarding loga) oy Yy,
Lol ard -‘-;-.;,nn-.m.}‘!:\l':k;‘l .{mﬂl"-'"'-" lawyers or other lawyery. q""‘hbq,_'
and when navwssan t 1‘17‘?*1'1"1““'15 provide counselling 5CTVice (o t '\
T TP Ty PR

® emp)
. nl 0
blems through professional counsellory, Employee Unggy
" 4 | rosie s
thesr per=onal p

e e
turnover, tandiness, efe,
\

ah=cnteeism, I i
T ifane officers: Some large organisationsg fet up Wellnp,
nieallons, uvifa H N - ur !
Wil famy mpanisafions, sof welfare facilities at one centre and app. BANing,
1de all types of welfare N w) '
to provide all 1y ellay,
with a view 1o pry b

. e & 1” e i\'f_‘l 1 , i .
1de the welfare benefits continuously and efTect Ytoall me["y“-‘ﬂ rﬂlr]y *m"'-
to provide th iL :
to e

A\s a measure of staff welfare and in pursuance of BOvernm, * oy
Haliday homes As a meas ) .
Haliday ke -*:_ﬂc established holiday homes at a number of hill Stationg, healy 2 Y, ar,,
':.:T 'ﬂm';t-“:;‘h- low charges of accommodation, so as to €ncourage eMployee, . My,
olher centhes i '

fasility for rest and recuperations in a salubrious environment, Uy
..‘..'."..I:}' 1or rest ¢ - o

Educational facilines: Organisations provide educationa] facilitieg not only ¢, the i
;..._«;‘-",c:‘h;j:- family members. Educational facilities include reimburge, Yo
out also to their familv

.. ST Oftuticn foey
setting up of schools, colleges, hostels, providing grants-in-ajq to the othey schoq Wher,
,'..;':‘:'{.-;3319 number of students are from the children of employees, Further, the opgan: ¢

provide rooms and libraries for the benefit of employees. =
e i LR -

Trensportanion- Many large Com panies provide conveyance facilitjeg to emplo_yem' from thes
.-t-r.'de;:ce to the place of work and back, as most industries are located outside town and g1
emplovees may not get quarter facility.

Parnes and picnics: Companies provide these facilities wit
astocanien, belongingness, Openness and freedom among
exployees Lo understand others better,

h a view to inculcating g Sense of
employees, Thege activities hely

Miscellonpnyg- Organisations provide other benefj _
setting up of clubs, COmmunity service activities, Christmas gifts, Diwali, Pongal and Pogia
&s, birthday g ts, leave traye) concession annyg) awards, Productivity/performance awards
el

ageand retiremen; benefits; Ind uetrial life generally breaks joint family system. The saving

7Y low due to Jower wages, high living cost and increasing aspirations
Uff-heﬁmplf:_sw &nd hie

£ family members, Ag such,
'ring old age, witp
d old age g

“REON, (c) depogjy
P!wrdfn!fund This

employers provide some benefits to the employees
a4 View 1o create g feeling of security about the old 'f;!
nd retirement benefits. These benefllls lﬂfiEL
linked insurance, (q) gratuity and (e) medical ben

's
benefiy 'S meant fop ttonomic welfare of the employees. The Employet

ides for

Posit Linked Insurance Act, 1952, p?‘ml

und for employces jp, factories and establishments. Providen

. <t social risk?

5 lacility provides security agamst Sf:f:s in all

orker to haye better retired life. Enlpr:j‘emPIﬁ)"f
F4Te coveppg by the Act. Both the employee an

: L,[jgible of
“Mployecs o altaining 15 Years of membership are

ent life, Thus thi

nNabley ),
Act, 194

he

ident
- INteregy, i the Provident It
amount with interest to the em enerally the organisations pay

case of death.

in
loyee:
Ployee on retirement o to the dependants of the emp
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n: The Government of Indin introduced
i : : n nchem : "
o of prov:dmg Family Pension and Life lnm1rnn:;llr:’r?:-2!t?!m:}l’mm" Scheme for £
B ’ 1) 1 TN

: g to which - :
.r.!nhh*‘hmcnt . the Act is npplicable, The Act wan amended in |
g " pended in

et Fund was introduced in the
he Act. Both the employer and the employee contribute to

- n . .
. fund. Contributions to this fund are fr y
;'llmd to the tune of 1.1/3% of employee wn;.;:m the employee contributions to the Provident

ployees of various
071 when Family

o oloyee's Family Pension Scheme, 1971, provi L
Bnd ce as per the following rates: provides for a Family Pension to the family of deceased

emplo¥
17.3

p @
—

Rate

12% of the basic subj
ject to a maximum ¢f Rs 150 as monthly pangen
00 but tess than Rs 800 16% of the basic subject to a maximum of Rs 96 and 2 rminamum of P36

as monthly pension.
£0 as monthiy pensicn

30% of the basic subject to a minimum cf Rs
This sc_heme also proyides for the payment of a lumpsum amount of Rs 4,000 to an employee on
his retirement aslretilrement benefit and a lumpsum amount of Rs 2,000 in the event of death of
an employee as life insurance benefits.

i, _Dcposit linked insurance: Employees deposit linked insurance scheme was introduced In 1976
//' under the PF. Act, 1952. Under this scheme, if 2 member of the Employees Provident fund dies
while in service, his dependents will be paid an additional amount equal to the averas® balance
years in his account. (The amount should not be less than Rs 1000 at an¥
linked insurance scheme, 1976 the maximum
Rs 10,000.

during the last three
point of time). Under the employee’s deposit
amount of benefits payable under the deposit linked insurance is

iv. Gratuity: This is another type of retirement benefit to be provided to an employee either on
_~ retirement or at the time of physical disability and to the dependents of the deceased employee-
is present employer.

Gratuity isa reward to an employee for his long service with h
The Payment of Gratuity Act, 1972, is applicable to the eslablishp}egtg_jp_}ﬁ_e_ entire country
The act provides for 2 schemmrmfmﬁaw gratuity by the managements of factories,
plantations, mines, 5il fields, railways. shops and 9_:_hg_r_gg_t_t_iblIishmcnts‘emlpﬁlo__ﬁ_ng_ 10 or more
persons to their employees: drawing the ‘monthly Wages up to Rs 1,600 per month.

. I A ——
to all the employees who render &
abletoan employee on his superannuation

Gratuitylié-pay;ble minimum continuous scn'n:e_of five years
with the present employer: It is pay | . _ or on his retirement
or on his death or disablement due to accident or disease. The gratwity payable to an employee
chall be at the rate of Ifdﬁir_—é_\_'{_ﬂg? for every completed year of service on part thereof in excess

—the " the average of the basic pay last drawn by the employee.

of six months. Here the wage means e
The maximum amount of gratuity payable toan employee shallmot exceed 20 months' wage.
isations provide medical benefits to their retired

v Medical benefit: Some ©f the large organ! )
mbers. This benefit creates a feeling of permanent attachment

employees and their family me : .
with the orgnnisat,ion to the employees even when they are no longer in service.

F . . . = -
ringe benefits are one of the means {o ensure, maintain and increase the material welfare of employees.

¢ physical and mental strain of workers in an industry is considerably alleviated by tax benefits

fri ugh creating an environment that insulates them from fatigue and monotony. Employees who get

b:ffa'fmneﬁta o stimulated to BYe of their 80 8 Lo increase productivity and to develop a sense of

bepy EL0gness to the organisation: Research stu not establish proof ol @ -relationship
een the amount spent 01 fringe benefits and IeVELOL PSS VEGHR ot
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Types of Pieco Rate System |
« infield into three categories: (y) g

T v y ,"Iﬂl I.r|
The Prece Rate System can be class y Differentinl Piece Rates, 'ht P

Rates with guaranteed time rates and (¢ | g "qt,. |
A, Straight piece rate: In (his method |a:;_\"nn-'lI\'I].liJ:NIIHuln on the baaig of ﬁ!t'tl g , ]
produesd without regard to the time taken. TS "‘lhf:rru i
Eartings = Number of unmts x rate per unit iy
The Fixation of piece rate generally depends upon:
*  The comparable time rate for the same class of workers;
¢ The expected output in given time.
b, Piece rate with guaranteed time rate: In this system, workers are paiq Miniy
basis of time rates. A picce rate system with guaranteed time ratq May includ.;IJ m g,
following: Any Dn;_: :'
*  Ifearnings on this basis of picce rate is less than the gu&r:llnt.eed Minimyp, N
will be paid on the basis of time rate. On the other hand, if earningg "‘Ccﬂrdingea' lhe\,n .
more, the workers will get more. Bty Pitey !::.
*  Guaranteed wages according to time rate plus a piece rate payment for unitq o &
minimum, B3 r&mhx

®  Piece rate with a fixed dearness allowance or cost of living honyg,

¢.  Differential piece rate: In this scheme, the rate per piece is increased, a4 the oy
increased. That is, there is more than one-piece rate system. In other words, the in Pul.[e..?{ .
may be proportionate to the increase in output. By this system, ineffj

cient workers N ra,
) . are
to earn more. This system is suitable where: enCoup,,.

Urage;

=

®  The work is of repetitive nature.

¢  Output can be identified with individual workers.

Incentive Plans*

Incentive plans envisage a basic rate usuall

Y on time basis applicable to all workers and incentive ry
payable to the more efficient among them as extra compensation for thejr meritorious performang
terms of time, costs and quality. The incentive rates may take the form of bonus or premium

Bonus means payment to workers of the entire benefit accruing from savings in costs, time, improvemez:
in quality, ete, Premium means the bene

fits accruing to the firm as the result of higher output o
better quality will be shared equally or on some agreed basis between the management and the
workers,

‘_Features of Incentive Plang

The characteristics of these plans are as follows:

\__,_1--" Minimum wages are guaranteed to all workers,

&/Incentives by way of bonus, ete., are offered to efficient workers for the time saved.

< - o derd
3. A'ktandard time s fixed and the worker s expected to perform the given work within the S.t::
“.~" time. The standard time is set after making time studies for the performance of a specific oo
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5 sound Incentive Plan
-
T —

n
< aranteed minimum wages —
|t must guarantee minimum wa e —
L ge‘ i"l"‘.pot“v e . ———
O ol ihe I
porforma )

ne
€08 of the worker

jmpte
E \t must be simple to operate and
F mavlnundnmlnt 1
: {1

able
All workers should get an e
’ qual opport
uni

nle

gaul

lyto g
m |h0 |
neontive ;
pay Laual pay for nqual wom
/ resi] b the

Eco“f‘m‘cal
‘ The incentive plan should not be a
coslly affalr. Th
“mbw o benefits must s
it must be reasonably flexible so as 1o tak o
ake care of
c

com[,‘ MIVO fﬂtes in lhe induslry. E‘C h“ vl !
. g adill}l’.ﬂ‘:v tdamand {
e i NEITIA ot and suppty of siills

SupPOr
¢ incentive plan should t
ake work
the workers and their union, (Sener:lellr:‘:mi u.mo""‘ into confidenca. |
petween management and workers peaking, it should be the ou:c;r;:um'm e
. e of mutual trust and uw";!.;. o
st an pretarding

Motivating
The incentive should be |
arge eno i
ugh 1o motivate the worker to superior perf
performance At the same !
a Al the same tme, there

(! Ilty ‘ € oes |ot exen himse o .
Il S.Ff to Da' FU' levels, 2
ua \ YD, -,i.l'f; e

prompt
There should be ittle ti
very little time gap between performance and payment. A
enl. As soon

worker should get his (incentive) earnings promptly

as the jcb is finished, the

]

resemble time wages S0 faras
| as the employee share the
kers and employers, a3 they
d morale. The following

a—m

neorporate all the advantages of piece rate wages but tI

- concerned. Under Incentive Plans, the emg lo bl
7t of time caved. The various incentive plans ha;:e bene{'ﬁﬁeg ;I' tai? e

, in higher Wages, lower labour turnover and better industrial ?-ela‘:;gzls an

¢ the MOTE important incentive plans of wage payment

-

e plaDS’
& gg\mem 5 are

< Jual Incentives
are the most widely used pay for performance plans in industry. These pay

‘1...5 Ia'.te_mpt to _relate individual effort to pay. Popular approaches include piece work plans, (such as
lgyor’s differential piece rate plan, Merrick's differential piece rate plan, etc.), standard hour plans,

arh 25 Halsey plan, Bedeaux plan, Emerso it pay raises, Jumpsum merit payments,

) n's plan etc.) mer!
aes incentives and commissions.

'M’ﬁc Rate: Taylor’s Differe

f‘f Taylor, the father of Scientific Management,

wividual incentive plans

ntial Piece Rate System

1. The main features of this plan

originated this systet

' There shall be two piece work rates, o€ is lower and the other is higher.
ither in terms of time or output hased on time and motion

ithin

| .
Tlhfi standard of efficiency is determmed e

i.ra worker finishes WOr
ime) he will be given &

T},
T;:‘?stem penalises the slow
er by giving him high 2%

K wit
igh piece rate.

worker by paying!

ime (or produces more {han standard output ¥

hin gtandard t
pmduction, rewards efficient
jves no place to

ow rate because of low
this system

pecause of higher production. Indirectly,

____‘
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; 4 than the standarq ou
inefMicient work. In other words, if the output of a worker is less tput, he '
low rate and vice versa.

Dai,:‘

L Merrick's Differential Piece Rate System

' ite severe in the :
. sapes is quite se Margin
We have seen that in Taylor's Method, the effect on the wag "

v ‘J’ 8 I|I 3l L] ta?r
4 ]II [[ ]')i W I{“‘[ . -vl iﬂnl. hl’,ll "r.rl thr. . = 3 T'

) lard output are po—tor
«inp below the standar are noyp ok
under this scheme instead of two, and workers producing bel — pe

or r&t,‘

' Naliggy

w1t L aed efficiency, performance ove i, M},

the low prece rate, Since the earnings inerease with ncre: IST rate. The basic fcntmﬁ-;};EEaMa::

o e s U i i i diﬁcrcnl.lﬂl I”:C' ordinary piece rate (b) 839, to 1[].1;]&""-': e
(a) upto 83% of the standard output workers are paid at the % a1

‘ dinary piece rate, ltry
of the ordinary piece rate, and (¢) above 100% at 120% of the ordinary
"B Standard Hour Plans: Halsey Plan _—
This plan, originated by F A Halsey (an American enginf-"?”l ;;c:ir‘nses individual efficiency and p,,
bonus on the basis of time saved. The main features of this p -
1. Standard time is fixed for each job or operation. .
2. Time rate is guaranteed and the worker receives the ggaranteed \;ages Irrespective of Whethe, he
completes the work in the time allowed or takes more time to do the same,
3. Ifthe job is completed in less than the standard time, the worker is paid a bonus of 50% (33 U3 per

cent under Halsey-Weir Plan) of time saved at time rate in addition to his normal time wages,

Total Earnings = Time taken x Hourly Rate plus Bonus
Bonus = 50% of time saved

Merits

It is easy to follow and relatively simple to operate;

o =

It guarantees minimum wage and thus provides security to the employees;

3. It provides increasing benefit and incentive to efficient workmen;

4. The benefit from time saved is shared equally between the employer and the workman:

5 It em!:hasises the saving of time rather than larger output, hence the workers do not resist its
adoption,

6.

The system is based on time saved and not on oyt put, thus preventing over production.

7. Saving in time reduces both Jahoyy cost and overhead expensges

Demerits

1. The worker may be eneq
save more time g earn
2. It does not

Uraged to rush th

rough . :
higher bonus; Bh work and thug neglect the quality of productionto
Provide ade

. uate incentj |
S emp]lu}rem.q Incentive to highly efficient Workmen as it involves sharing of the
3.  Fixatiop nfstandard 18 not eagy,
4 Earnmgs are
- d .
" reduced ¢ high Jeyg of effj

ciency, TherEFore, it does not act as a sufficient
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Plan

1
\ = iy # ,
}.'t" wis introduc dth} D. Rowan in 1901 An by
n L sentagoe | . Wwlore
" " fixed Pere ntage in the case of Halsey e, the be

1 i s o
.‘.-].l ) I"“”. i |nl” . [J"| .‘1 m the ]',q.— T ,f Vime .'.',',M

inte n )
" I.:“I"d ’ Rononnt :"-":‘:f'"" ) An r' -_.In'ld'n
4".111' N
o~ .‘"I“\-Pq
F ;1'."

o thie plan bonus is that proportion of ¢

['1\{! ) l"‘ wem 2
{ or !Jll'll'lll:‘l'l‘ll Hime e of time takon which the time soved bears 10

o~ )
e all
N Time saved

- " - ¥ T
:““."."" :“'l:\nll“nl time or tune “"”“,"‘! 1 h“l" 'ﬂkl"l‘l ” IICI'I”]? vhsa

4] GAIMINES = Time Taken x Hourly Rate + Bonus

fit
jimum time w :
| aSSUTeS minimum time wages. It is more liberal than the Halsey plan in that it provides inesntios
- ork and earn extra remunerat jon. ' il st
aethe u_ln‘.rt'asl? m CFTGV‘ 18 11“1(‘-11 less rewarded after a certain stage, an automatic check for Lmiting
~_duction of inferior quality of goods is ensured.

Ve

This automatic check enables l'he worker to earn a fair wage, because there is lesa chance of rate-
iung by the employer, as he is not paying extraordinary wages.

mmerils
The ordinary worker may find the bonus calculation a bit difficult.

ike Halsey plan, this plan does not encourage extraordinary efficiency. For example, if the ume
csved is more than half the total, earnings begin decreasing.

Gantt Task and Bonus Plan

me plan combines time, piece and bonus systems. The main features of this plan are:
Dzy wages are guaranteed.

| Standard time for task i8 fixed and both time wages a3 well as a high rate per piece are determine
thin the standard time is paid on time basis.

. 4 worker who cannot finish the work wi
o wage plus a bonus at fixed percentage (20

¢ Ifaworker reaches the standard, he will be paid tim
of normal time wage.

5. If the worker exceeds the gtandards, he is paid a higher piece rate.

Merits

L. This plan is not as harsh as the Taylor’
to the workers.

¢ differential piece rate system. Hence it is more accept:

L Workers can easily understand its working.

% It ensures guaranteed time wages to inefficient workers also.

It makes distinction between officient and inefficient workers because the system ensures:
Wages for i:efi'tl']icient workers and piece Wages plus 20% bonus for efficient workers.

: Labour cost per unit decreases with increase in production due to incentive for efficiency €

under this plan.
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orien (efficiont and inefficieny) ang g
iy entegorit '
Demerits (o (WO """l]"'“"'! cnle) Y fm,?.
vem workers i A 'Y
1. 1t classifion = , < Jow production, 1
disunity among workt Iyour cost will be high for low |
wod, Inbou ol time rate and de ;
9 When this method is 0e - ixing the guaranteed time ¢ bl I ’f-‘-'rm.n,,”,“,f
1 . A ¥ ol
- i@t Do exervise N rience will lond to unﬁlVﬂll”l”-'“""””I“'"nf:cu, ﬂ"%.
. St reme CATY K of exper |
1. Extremecd v o lnck 0
' URALE dur
output. Any ¢
i ] .
Bedeaux Plan i ,.‘prumwtl in terms of 80 many standar minype,
L, every operation or job 18 ting one minute through time
Under this plan, ever, ]

oWy
* each B represen | and MOLicn y, g’}l "
¥ i s l‘:‘ . . N L 1 [d N - .-
Nad "Rodeaux pomnts or “I's", - B's. 0 worker s pnl(l time wages wit mult, any pr@mll]m for o U,
ChiInN e IH!\‘I.'I St:'ln; ﬂ.:] qllln(l,u-tl Iugl-rt"-"”“]('[_' n t!.'r‘m.‘-l Uf B H. then 75 -
wds thet !

e,
i ’/E Qr thr. : W -
nd 25% is earned by the foremen P
{he worker as bonus &
'\

. R 3 8
100% periomm :'uh‘ .
1{ the actual performance ©

or e g =
3
aved 1s pand t . ate per hour Re.1, ¢ ple,
the time saved :.xll;\ltd Qu—m-\ltimctukonmﬂlumrs and rate p ‘ heWUrkerw‘HW ‘
n ¢ U hoursq [ .
gandand time 18

7 2 ints saved) x 1/60
= Shours at Re 1 + 70% of 120 (po

= Rs 9.50.

Havnes Manit Plan | |
Thie plan is just like the above plan, i.e., the Bedeaux plan with the difference that:
This s jus

The standard is fixed in terms of standard minute known as ‘Manit’, instead of Bedeayy. Macs
a. - -~ o
stands for man-minute.

b. The bonus is only 50% as against 75% of the Bedeaux plan. Of the remaining 50%, 10% bomas
paid to supervisors and 40% is retained by the employers.

Emerson's Efficiency Plan

Under this plan, when the efficiency of the worker reaches §7% he gets bonus at the given rate. The rate
of bonus increases gradually from 67%

to 100% efficiency. Above 100% bon 1s will be at 20% of the hase
rate plus 1% for each 1%

© increase in efficiency.

Accelerated Premium Bonus Plan

This plan is also known as Sliding Scale Bonus Plan because the
increasing efficiency, In this pl

an, as efficiency of worke
proportion. This plan is mo:

stsuitable for foreme
higher production from workers

operators who may rysh through

premium is paid at varying rates fr
rimproves, his earnings would increase in grestef
nand supervisors because it will stimulate them toget
Pervision but it is not advisable to use it for machizé
work to earp more, disregarding quality of production.

: >
sscheme, Tl'”mfﬂre. cach firm has to devise its own formula. Howe'

Y AP - oy
1ph of y=() gy2

\ gis
may be given ag general picture of the scheme (where
and y = wapeg).

under thejr gy

There is no simple formula for t};
by way of illustration, 4 pr;
percentage efficiency 100+

Thus,

Percer.t.age efficiency 100 110 130 150
% 1 1.1 1.3 .
r l 1.21 1.69 9.9
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- Definition {evaluating the behaviour of employees i, the y, kapm
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ining and development programmes:
i/fr:liﬂing and development prc‘agramme. Perfor
tell them what skills they need to

It can serve as a guide for formulating a suitable
mance appraisal can inform employees about their
gesan d develop to become eligible for pay raises or promotions

. Feedback: Performance ap'praisal enables the employee to know how well he is doing on the job. It
/{ells him what he can do to improve his present performance and go up the ‘organisational ladder’.

personal developmen t PerfolrmancF appraisal can help reveal the causes of good and poor employee
' performance. Through discussions with individual employees, a line manager can find out why they
perform as they do and what steps can be initiated to improve their performance.

¢

/
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| }oﬁ 5.2: The Benefits of Performance Appraisal

Eplnyer perspecti‘\fe [Administrative uses]

4 _Degptie mperfect measurement techniques, individual differences in performance can make adifference to company performance
| -ybucumenlauon of performance appraisal and feedback may be required for legal defence.

v Appraisal offers a rational basis for constructing a bonus or merit system

V*opraisal dimensions and standards can help to implement strategic goals and clarify performance expectations

Employee perspective [developmental purposes]

‘O/lr.di_wuual feedback helps people to rectify their mistakes and gel ahead, focusing more on their unique st
their performance

rengths

%seasmem and reorganisation of performance levels can motivate employees to improve

What i
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g ¢ Shservable physical actions, movements, (2) objectives which me !
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aised before the programme is approved.
basis of job analysis. Thg content to be
| objectives (measures) like Ipmductlf)r}l,
based on: (1) behaviours thCl
ure job related resul@ h_ke
f personal characteristics
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' “o in service organisations relatj . Sgw
Users of services: Employees’ performance in service organisat ngto hehawou

y

. ' Pr i |
i in doing the job and accuracy can be better judged by the customerg oy Userg of;m.r'p"’-'.-, |
speed in doing the «c is better judged by students and the performance r el
example, a teacher’s performance 1s better judg ofa condy >
bus 1s better judged by passengers. oy,
. Consultants: Sometimes, consultants may be engaged for appraisal when emp_lﬂyEes Or empy
" not trust the supervisory appraisal and management does no't trust the self-apprajgg OF Poer gp, °. 4
subordinate appraisal. In this situation, consultants are trained and they observe the eMmployeg - 7
for sufficiently long periods for the purpose of appraisal. L

In view of the limitations associated with each and every method discussed above,

several oromm:._,.
follow a multiple rating system wherein several superiors separately fil] out rating forms on the%sag
subordinate. The results are then tabulated. 3

When to Appraise?

Informal appraisals are conducted whenever the supervisor or personnel m

anagers feel it js p
However, systematic appraisals are conducte

d on a regular basis, say, for example, every six months o
annually. One study of 244 firms found that appraisals were most often conducted once a year. According

Lo another Indian study, eight organisations appraised their supervisory personnel at their anniversary
date of joining Recent research suggests, however, that more frequent feedback correlates positively with

improved performance. Rescarch has also indicated that appraisals for development purpose should be
Separated from those for salary administration,5

e Performance Appraisal Process

Performance a
rs

ppraisal is planned, developed and implement

a .Ealab!ils;h pr}.:rfnr]:nance standards; Appraisal Systems require performance standards, which

\/ serve as benchmarks against which performance is meas should relate
to the desired results of each job. What ured. To be useful, standards sho

s about thoge a raisal i i t without any
clear-cut criteria? Observe the following case: i S which'are carriol ou

ed through a series of steps.6

Raju, who had just finished hig first year ag an office assistant was summoned to his manager’

- office for his annual performance revigy, Slightly uneasy, bt confident that he has done a good jobs

Raju arrived at his manager's office a, the appgjntad e I After the initial exchange of pleasantris
Raju was given a copy of an appraiga] form, wh -l i e
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