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ROLE OF WAGES IN THE ECONOMY AND DEVELOPING ECONOMY*

The economic well being of the worker, his 

efficiency and standard of living, the wage cost as 

an item of cost of production and the competitive 

strength of industry are all related to problems of 

wages. The wage earners are an important segment of 

the population of a country. Therefore, the problems 

of wages have become more important.

The wage issue involves a large number of 

economic and non economic factors. It is further 

complicated by the fact that it can be appriciated 

from different view points. Workers and their Union 

stress the wage as income approach towards the problems, 

^heir view point is that wages should not be considered 

as a price of a commodity. Labour treated as a commodity. In 

In aditlon, wage may be used to provide incentive for 

increasing production and attracting workers*

Fro© the view point of economy, wages as price 

of labour, perform the functions which are performed 

by any other price. In a capitalistic economy and in a 

socialist economy also relative wages performs the 

important function of allocation of labour among various



industries, occupations and regions* The effects of wages 

on consumption (saving) employment, and prices are also 

significant. Therefore, a proper understanding of wage 

problem is very important for formulating and implementing 

a nature and progressive wage policy in the country.

WAGES AND ECONOMIC DEVELOPMENT.

A sound wage policy for a growing economy exaggerate 

the number of wage earners grows with the growth of the economy 

and wages play an increasingly important role in all fields of 

the economy.

In a developing economy like India the problem of wage 

policy cannot be seprated from the general problem of economic 

development. The importance of wages in economic development 

arises from the fact that wages have to economic functions.

As income they distribute the products of Industry among wage 

earners who form a substantial section of the community. As 

cost they influences the production in which the resources of 

the economy are allocated among the different evenues of 

production. Wages have a role to play in determining price 

level and employment.

AIMS AMD OBJECTIVES On WACE POLICY IN A DEVELOPING
_ ECONOMY. _

One of the objectives of economic planning is the

raising of the standard of living of the people. This means



that the benefits of planned economic development must 

occrue more and more to the relatively less privileged 

classes* A large section of the working population in 

the under developed country is generally poor. These 

poor workers have naturally the first claim on the 

benefits of any plan which aims at the promotion of 

economic development and economic welfare. In the context 

of plaining for economic development and planning for 

a socialist pattern of society would pare the way for 

realisation of the objectives assumes great significance.

” A national wage policy must aim at establishing 

wages at the highest possible level, which the economic 

conditions of the country permit and it also ensure that 

the wage earner gets a fair share of the increased 

prosperity of the country as a whole resulting from 

Economic Development. " *

The objectives of the wage policy in an under 

developed or developing economy may be summerised as 

follows;

1) To abolish malpractices and abuses in wage payment.

2) To set minimum wages for workers whose bargaining 

position is weak, because they are unorganised, 

accompanied by separate measures to promote the growth

* Girl V.?., Labour Problems in Indian Industries! T'age 218
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of trade unions & collective bargaining.

3) To obtain for the -workers a just share In the 

fruits of economic development, supplemented by 

appropriate measures to keep workers expenditure on 

consumption goods in step with available supplies so 

as to minimize inflationary pressure.

4) To bring about a more efficient allocation & 

utilisation £x of man power through wage differentials 

and where appropriate, systems of payments by results.

WAGE & SALARY AEMINISIRATION AS A PART OF PERSONNEL 
_________________ Am IN I STRATI ON.______ ________ 

11 Personal administration is an integreat but 

distinctive part of management, concerned with people at 

work and their relationship within the enterprises. It 

seeks to provide relationship within the enterprise that 

are conductive both to the effective work and human 

satisfaction." *

ACCORDING TO EDWIN B. FUPPO.

The personnel function is concerned with the 

procurement development, compensation, integration and 

maintenance of personnel of an organisation towards the 

accomplishment of that organisations major goals and policies.

* Para 74 of memorandum submitted by the Institute of 
personnel management (U.K.) to Royal Commission on Trade 
Union and Employees Association ( U.K.)
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Wage & Salary Administration constituted an 

important area of the personnel administration. In 

private sector organisation the personnel administr­

ation plays an important role in evolving fair and 

equitable wage and salary programme wage and salary 

programme. W^fie and salary administration policy of 

management is concerned with the establishment and 

implementation of sound policies and methods of 

employees <m a o€>®<t compensation.

Wage as a means of providing income for the 

employees and as a cost of doing business for employer 

have been assuming increasing importance in the modern 

complex ana larger industrial units. Since it is the 

only source of income to employees. It determines 

their economic survival and status in the society. 

Therefore the amount of wage Payable to the employees 

determines their attitude towards their work aad 

work place.

Thus the wage and salary administration is an

important part of personnel Administration



WAGES ITS MEANING*

Wages in the widest sense mean any economic 

compensation paic. to the working people by the employer 

under some contract for the services rendered by them. 

They thus includes family allowance, relief pay, 

financial support and other benefits*

ait the narrower sense wages are the prices paid 

for the services of labour in the process of production 

and includes only the performance wages or wage proper. 

They are composed of two parts i.e. Basic wage & other 

allowances*

Generally speaking wages are the letun for labour 

the value of the work performed by the employee#.

Rightly speaking wages may be understand as the remuner- 

-ation for physical and or mental work.

The workers wage is an income but cost to the 

businessman and a source of taxes to the Government. The 

wages may be straight time average, hourly earnings and 

annual earnings, gross average and weekly earnings. A 

workeer is more interested in gross average hourly 

earnings and it determine the pay-packet which he takes

home



If the worker is paid by the hour or a day, he 

is stated to be in receipt of wages* If he is paid by 

the month, he is usually looked upon as being a 

salaried employee rather than a wage earner.

DEFINITION OF WAGES.

1) According to the -kisser Fflir Policy :-

"Wage is the price paid to the wo ike r for the 

services he has sold to the employers.*'

2) According to Benham s-

A wage may be defined as a sue of money paid 

under the contract by an employer to a worker for 

services rendered.

S) Under Workmen* s Compensation Act, 1928 ( Sec• 2-M) 

Wages for leave period, holiday pay, overtime 

Pay, bonus, attendance bonus and good conduct bonus, 

from part of wages*

4) Under payment of Wages Act 1986 (Section, 2, )

Wages mean all remuneration capable of being 

expressed in term of money, which would if the terms 

of contract of employment express or implied, were 

fulfilled be payable whether conditionally upon the 

regular attendance, and work or good conduct or
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*

behaviour of the persons employed or otherwise to a person 

employed in respect of his employment or a work done in 

such employment*

5) Under, minimum..wages, A_ct_ .1948 ( Section 2 m)

Wages mean all remuneration, capable of being 

expressed in terms of money, which would, if the terms of 

the contract of employment express or implied were fulfiled, 

be payable to a person employed in respect of his employment 

or of work done in such employment ana includes house rent 

allowance but does not include -

1) the value of;

(a) any house accoroca tion, supply of light, water, 
medical attendance etc.

( b) any other aminity or service excluded by general 
or special order of appropriate Govt.

2) any contribution paid by the employer to any pension 

fund or provident fund or under any scheme of social insurance.

3) any travelling allowance or value of travelling 

concession.

4) any sum paid to the person employed to detry

special expenses entitled on him by the nature of his employment.

5) any gratuity payable or discharge.
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6) Under Industrial labour Conference 1948. .

The remuneration pale by the employer tor the 

service of a worker who is engaged by a hour, day, 

week or fortnight.

Thus wage includes under 1936 Act.

1) An y Bonu s.

2) Other additional remuneration of nature 

af o re s a id w hi ch wou Id be so p ay ab le •

3) Any sum payable to such person by reason of 

the termination of his employment.

4) It includes any sum payable under any award 

or settlement between parties.

5) Overtime work or for working on holidays or 

shy other leave period.

"Wages always mean earned wage and not potential 

wages."

Wages do not include:-

1. The Value of any house accomodation, supply of light, 

water, medical attendance and any other amenity.

2. Any contribution paid by employer to any pension or
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interest occrued thereon.

3. Any travelling allowance or value of any travelling 

allowance or concession.

4. Any sum paid to the person employed to detray special 

expenses incurred by the nature of his employment.

5. Any gratuity payable on the discharge of worker from 

services*

6. Any bonus which does nou fora part of the remuneration 

payable under terms of employment or under any award or 

settlement between the parties or order of Court.
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TYPES 0_F_ _ JL AGES.

1) N orn 1 n a 1 o _r money wage? -

The employer pay a certain sum of money per week, 

per month or per piece to the workers* The sum represents 

the nominal or money wage. But money wage alone may not 

give us a correct idea of the economic position of the 

worker*

2) Real Wage ?•»

In order to find out the real wages which determine 

standard of living we have to take into account the 

purchasing power of money subsidary earnings which taay be 

in the favour of free housing, rations etc. chances of 

additional income, payment of bonus, overtime,payment and

also the conditions of work and employment so on and so 

forth.

3) Minimum Wage

It is the wage to cover here necessaries of life, 

i.e. food, shelter, clothing. It may provide little for 

workers efficiency e.g. for his health and education.
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DEFINITION.

11 The minisiura wage does not aits at merely keeping the 

soul and the body of worker together but also ales at provi­

ding them with those comforts and decencies which are promotive 

at better habits, which give a chance for the development of 

greater senge of self respect and which broken a higher regard 

for the place occupied by those workers in scheme of citisenshij.

A very popular definition of Eiinimum wage is that it is cne w 

which could meet the normal needs of average employee regarded 

as a human being living in a civilized XKgxrst society.

Minimum wage set up by law is the lowest limit or the 

floor level, below which no worker shall be paid. If a business 

is unable to pay minimum wage it has no right to exist in 

industry. The minimum wage is the lower limit of the fair wage.

4) Fair Wage i-

The higher level of minimum wage or the lower level of 

living wage is termed as a fair wage. One of the most important 

and presistent demands of labour in the present day is for the 

guarantee of a ’Fair Wage’ which is reflection in slogan 

’’Equal pay for equal work. "

DEFINITION :

According to the Encyclopedia of a Social Sciences, fair 

wages are equal to that receive by the workers performing work 

of equal skill, unpleasentness. Evidently, this presums that 

some ideal standard is to be found in a particular industrial
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concern with reference to which standardwages in similar 

and similarly situated industrial concern vjcu Id be 

determined.

In ® narrower sense, Fair Wage is predominant rate 

available for similarjobs and occupations trhoughout the countr y 

or in all industries.

5) Living Wage :»

The higher level of fair wage is called as the 

living wage. It is a wage which can offer an employee 

incentive to work and produce enough in quantity without 

sacrificing quality. So that the payment of such a wage is 

justifiable by the Industry*

Definition :

According to the Committee on fair wages, *

11 represented the highest level of the wage and naturally 

it would include all amenities which a citizen living in 

a modem civilized society was entitled to expect when the 

necessary economy of the country was sufficiently advanced 

and the employee was able to meet the expanding aspirations 

of the workers.

"The living wage may be an ever receding goal, a 

guiding star and. not a distination itself. "
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COMPONENTS OF IIVIMG WAGE ARE AS FOLLOWS:

i) Bare necessaries*

ii) Insurance cover against he 11th, disability, 

oldage, etc.

iii) Reasonable expenditure on children education,

iv) Source Kargin for self development and recreation,

v) Saving for the rainy days.

A literate and intelligent worker will use living Wage 

for steady raise in his standard of living i.e* healthy 

living with a few comforts and provisions for contingencies. 

Hence, it is a boon to workers hightly developed countries*
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THEORIES OF ’WAGES*:

The problem of wages may be divided la to two 

components namely the problem of general wages and the 

problem of relative wages* The problem of general wages 

covers the aspect of what determines the share of national 

income which goes to the labour class, and the problem of 

relative wages deals with the determination of the rates 

of wages for different classess of the labour as well as 

different places and at different times* Several explanation 

for the deterrain at ion of general wages are given which are 

known as theories of wages* The important theories of wages 

may be discussed as foHows*-

1. The Subsistence Theory of Wages s-

The theory about the determination of wages 

sxgx originated from the physiocratic school of economists 

and was commonly accepted during the 19th century. Lassalle 

describe the theory as the iron law of wages which was made 

by the Carl Marks on the basis of his theory of explanation. 

Even Record’s name is associated with this theory. Although 

he did not agree entirely with it; the theory states that 

” Wages tend to settle at the level just sufficient to 

maintain to worker and his family at minimum subsistence. ”
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It was further argued that whenever wages rise above the 

level it encourages the workers to Harry and to have larger 

and larger family. So that altinately the supply of labour 

increases and the wages ©re pushed down to the subsistance 

level. When the wage fell below tills level it tends to 

discourage marraiges and birth rate under nurishaient 

increases the deaith rate so that the supply of labour is 

decreased and the wages again rise to the subsistence 

level. The theory is pessimistic and is based on the 

Malthousion Theory of Population. The theory may be app li" 

cable to the under developed con tries like India where 

the labour class is such below the poverty line and are 

not in position to obtain their share from the capitalists 

who are very much powerful and the wages of labour are 

maintained at the subsistance level. In c^se of developed 

countries workers are given much higher wages* It has also 

been noticed that an increase in wages a higher standard 

of living and not to higher birth rate as indicated by this 

theory. Thus the theory is not applicable to the developed 

economies*

The Theory fails to explain differences of wages 

in different employment as the subsistance level is rather 

uniform with most of the classes of the workers. The theory
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emphasises the only supply side and neglect the demand side 

which is of eaual importance in determination of wages.

2. The Standard of Living Iheory of Wages s-

This is the modified for® of the subsistance 

theory of wages which was put forth by the some economists in 

latter part of the 19th Century. The theory states that 

" the wages are determined not by subsistance level but by 

tile standard of living to which a class of labourers becomes 

habituated. 11 This modified theory is somewhat acceptable 

because the wo rice rs are not ready to accept wages below 

their standard of living and a high sbandar of living 

raises their efficiency and hence wages. In reality the 

effect of standard of living on wages is indirect one because 

workers cannot get higher wages only by raising their stand­

ard of living. They also have to raise their marginal 

productivity.

3. The Residual Claimant Theory

This theory is known after the na^e of Walkar 

which states that '* the labourers are paid what is left 

after making payments to other factors of production in the 

form of rent, interest and profits* Walkar further argues
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that rent, interest and profits are determined, by definite 

laws and as there is no special law for determination of 

wages the workers are entitled to receive what remains after 

payments of rent, interest and profits, If national income 

increases because of increasing efficiency, workers will get 

higher wages*

The theory fails to explain the role played 

by the trade union in raising the wages* The theory also 

neglects the effect of supply on wages. It is also true that 

wages are usually fixed even before production take place and 

the residental claiuent is not the worker bptthe entropenour.

4. The wage Fund Theory

The theory was developed by J.G.Mill, According 

to this theory wages depend upon the proportion between 

population and capital. In this context population means the 

number of workers who are ready to work and capital is meant 

only the circulating capital^ especially that part of it 

which is spent in the direct purchase of labour. According 

to this theory wages depend upon the wage fund or the circu­

lating capital which is utilised for purchasing the labour 

as well as upon the number of workers seeking employment.

X
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wages cannot rise unless wage fund increases or the number 

of workers decreases* The theory assumes that thewagefund 

is Six hence wages can rise only by reduction in the number 

of workers* It is implied that whenever the workers want to 

raise their wage level they must control their numbers.

This theory was criticised heavily tafid mill 

himself revised it in his second edition. The main taget 

of critic!sum is the amount of wage fund is never fix and 

predetermined except in the very whort period. Secondly the 

idea of the fund is also not real because the national divi- 

dent is flow and not a fund and wages are paid out of the 

total national divident not out of any fixed fund* especialy 

created for the purpose of wage payment. The theory also does 

not explain the differences in wages in different occupations* 

The theory assumes the homoginity of labour which is not 

realistics* In reality wages may sometimes be raised by trade 

Union actions. It is also not correct to state that if wages 

are raised in one industry the workers in other industries* 

would suffer, also it is true that wages are not always 

*ncre©.sed at the cost of capital b' cause during the period 

of prosperity both wages and profits increase simaltenisely.
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5» The Marginal Productivity Theory of Wages *

According to this theory the wages are determined 

according to the marginal productivity of one unit of labour 

to the employers. The theory approaches the problem of wages 

from demand side. It as sums that labour market is an equili­

brium when the price of labour is eoual at the margin to its 

demand price. Thus wages are determined according to the 

marginal productivity of labour which varies directly with the 

tools it has to work with. Marginal productivity is defined 

as the addition to the product resulting from using an additi­

onal unit of labour keeping other factor of production 

constants. It is heldthat employers empty more and more 

labour units till value of increase in the product is equal 

to wages paid for it. The last unit cf the labour is the 

marginal unit and its rate of wages will determine wage rates 

payable to others. The general level of wages in the long run 

is determine by capital labour ritio. If capital investment 

is high relatively to the. numbers of labours employed* the 

wage will be high and if capital investeent is low there will 

be less equipment for the workers to use leads to decrease in 

productivity and wages will be low. The theory has been 

criticised as a static theory because it assumes constant
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amount of the other factors of production employed in the 

industry even when and additional labour unit is employed. 

Secondly the assumptions underlined this theory like 

perfect competition, perfect labour mobility and bomoginity 

of labour are unrealistic. In reality wage determination 

involves several complex factors including human consider- 

-ation. In actual practice the important factor affecting 

the wage rate is bargaining power of an individual WOrke r.

6. The Marginal Discounted Product Theory of 
Taussin •_______________ __________ _________

According to this theory wages represent the 

marginal discount of product labour. He argues that a 

labour does not get full amount of marginal product because 

production needs some time and the final product of labour 

could not be obtained immidiately. " In order to compensate 

himself for the risk an employer had to take in making 

advance to his employees he had to deduct a certain purcten- 

-tage from the accepted marginal product of labour. Taussing 

assumed that these deductions were made at the current rate 

of interest and hence wages would equal the marginal product 

of labour minus the amount of discount. This theory is 

described as ambiguous and " dim and abstract; remote from
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the problem of real life. ” The theory also does not take 

supply side into account. It assuiaes that the supply of 

labour Is fix and then tries to determine its marginal 

products*

7. The Demand and Supply Theory of Wage s-

Professor Marshall has argued that the wages are 

determined by the demand and supply of labour prevailing in 

different conditions in different countries. On the demand 

side the employers Pays to the worker according to the 

marginal productivity of labour. This indicates that the 

under limit of wages fixed under the condition of free 

competition. On supply side the labourers are not ready to 

accept any lower wage than what is required for maintadnance 

of themselves and their family at a particular standard of 

living. This standard of living depends upon the strength 

of the worker to organise and bargaine with the employees 

and also on the number of workers in country. Thus if the 

supply is elastic and workers are not organised wages 

tend to decline to the subsistence level which is the lowest 

limit. The wages are fixed according to the demand for and 

supply of labour and the relative strength of each party.
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The discussion regarding the theories of wages leads 

us to the conclusion that there is no complete and realistic 

theory of wages and hence the determination of wage policy 

in any country is difficult task. Acceptance of socialistic 

idea and the welfare state, wage determination is being viewed 

entirely from the different ©ngle, than that of earlier 

writers. The workers are not regarded as a mere factor of 

production the price of which has to be determined by the 

forces of demand and supply. The contract of employmenthas 

been changed to a contract of partnership. The wages are 

affected by a complex set of economic factors like the 

productivity of labour, the bargaining capacity of workers. 

Government legislation, cost of living, capacity of industry 

to pay and the requirement of social Justice etc. enfluence 

the wage policy in modern times and in a developing country 

like India the determination of sound and successful wage 

policy has been an important problem.
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factors infujehcing AGS MD SAl.ARY AIMINISTRATIOiJ.

The following factors are taken into consideration 

for wage and salary administration i­

i) the ability to fay :

Wage increases should be given by those organisations 

which can afford the®. Companies that have good sales and 

therefore, high profits tend to pay higher wages than those 

which are loaning at a loss or earning low profit because 

of high cost of production and low sales- In the short 

run the economic influence on the ability to pay is practically 

nil. All employers irrespective of their profits or losses 

must pay no more if they wish to attract and keep workers, 

in the long run the dability to pay is vrry important. During 

the tiEes of prosperity employers Pay high wages to carry on 

profitable operations and because of their increased ability 

to pay high wages to carry on profitable operation and 

because of their increased ability to pay. But during a period 

of depression wages are cut because funds «r~ not available.

2) SUPr LY AND DEMAND OF LABOUR, i

Wages and salaries are affected by the market conditions 

of supply of and demand. If the supply of particular labour 

skills is scrace employers may offer higher wages. If the



supply is excessive lower wages are usually given* 

similarly if there is great demand for labour 

expertise wages rise. But if the demand for a manpower 

skill is minimise* the wages will be relatively low*

8* PREVAILING MARKET RATE i

This is also known as the comparable or going 

wage rate and is the most widely used criterion. An 

organisations compensation policies generally tend to 

confirm to the wage rates payable by the iMHfery Industry 

and the community. This is done ior several reasons*

1) Compensation demands that competitors adhok to the 

same relative wage level*

2) Various Govt* laws and judicial decisions make 

the adoption of uniform wage rates an attractive 

proposition.

3) Trade union encourage this practice so that their 

members can have equal pay for equal work and 

geographical differences may be eliminated*

4) Functionally related firms in the same Industry 

require essentially the same quality of employees 

with the same skills and expenses. This results in 

a considerable uniformity in wa e and salary rates*
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5) Finaly if the same or about the same general rates 

of wages are not paid to employees as are paid by 

the organisations competitors? it will not be able 

to attract and maintain a sufficient quantity and 

quality of manpower.

4. GOST OF LIVING. :

The cost of living pay criterion is usually 

regarded as an automatic minimum equity pay critorion.

This criterion calls full pay adjustments based on increases 

or decreases in an organisation.

When the cost of living increases workers and trade 

Unions demand adjusted wages to offset the erosion of real 

wages- However? when living costs are stable or decline the 

i an afferent does not resort to this arguments as a reason 

for wage reductions*

5. THE LIVING WAGE i

This criterion means that wages paid should be adequate 

and enable an employee to maintain himself aid his family at a 

reasonable level and of existence. However, employers do not 

generally favour using the concept of living wage as a guide 

to wage determinations because they prefer to base the wages 

of an employee on his contribution rather than on his need.
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Also they feel that the level of living prescribed in a 

workers budget is open to argument since it is based on 

subjective opinion.

6. pro men VI TY :

It is another criterion and is measured in terms 

of output per man hour. It is not due to labour efforts 

alsone. Technological improvements better organisation 

and management, the development of better Methods of 

production by labour and management greater 

and skill by labour are all responsible for the 

increase in productivity. Actually productivity 

measures the contributions of all the resources factor 

men, machine, methods, materials & management. No 

productivity index can be devised which will measure 

only the productivity of a specific factor of 

production. Another problem is chat productivity can 

be measured at several levels. Job-plant, Industry or 

National Economic level. Thus although theoretically 

it is a sound compensation criterion, operationally 

many problems and complications arise because of 

definitional measurement and conceptual issues.
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7. UNION BARGAINING POWER :

Trade Unions do effect the rate of wages. Generally 

the stronger and more powerful the trade Union, the higher

the wages*

A strike or threat of strike is the most powerful 

seapon used by it. Sometimes trade Unions force wages up 

faster than increases in productivity would aloow and 

become responsible for unemployment - or higher prices and 

inflotions.

8. JOB REQUIREMENTS:

Generally the most different difficult a job, the 

higher are the wages, measures of job difficulty are 

frequently used when the relative value of one job to 

another in an organisation is to be ascertained. Jobs are 

graded according to the relative skill, efforts, responsibility 

and job conditions required.

9. PSYCHOLOGICAL AMj SOCI AlOttIGkL j ACTORS.

Psychologically persons receive the wages as a measure 

of success in life. People may feel secure have an inferiority
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complex seem bbeI®: inadequate. They Bay or ®ay not take 

pride in their work or in the wages they get. Therefore? 

these things should not be overlooked by the Ranagetnent 

in establishing wage rates.

Sociologically and ethically people feel that 

“Equal work should carry equal •wages'1 that wages should 

be cocionsurate with their efforts that they are not 

exploited and that no distinction is made on the basis of 

caste, colour, sex or religion.
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i'l ATX ON Ai- W Aj E r 0 LI CY •

Wage policy should be considered as one of the strategic 

policies of any country in the realm of industrial relations* 

since it determines the wages of working class. It is the wage 

that determines the real status of workers in society, their 

coamitBient to industry and attitude towards management, their 

morale and motivation towards productivity, their living 

standards and infact their way of life, so on and so far. This 

is specially so in a country during the process of its econoaice 

development. An efficient wage policy evolves a wage structure 

conclusive to the economic development by minimising the 

conflicts between the various factors of production especially 

labour'and; capital. Wage policy also stimulates peaceful and 

cardial industrial atmosphere which is essential for greater 

productivity. The scope of a good wage policy is unlimited 

in a developing country like India.

The term wage policy includes all systematic efforts 

of Govt, in relation to a National Wage System. It includes 

all Govt, actions, orders, acts, statutes, legislations etc. 

to regulate the level or structure of wages with a view to 

achieving the objectives of social & economic policy. Social 

objectives would be helpful to achieve the fixation of fare 

wage system, ensuring good standard of living for workers.

3593
A
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eliminating low wages and exploitation of workers, 

protection of wage earners from the attack of price 

rise sold inflation. The ultimate aim of economic objective 

is to attain economic welfare of working class in 

Particular and the whole society in general. It alas 

atestablising a wage structure conducive to the economic 

develoi-sent of the country.

The I.L.O has stipulated the objectives of wage 

policy as *

1) To obtain for the workers a just share in the 

fruits of economic development, supplemented by 

appropriate measures to keep workers expenditure on 

consumption goods in step with available suppliers so as 

to minimise inflationary pressure.

2) To set minimus wages for workers whose bargaining 

position is weak because they are either unorganised or 

inefficiently organised, accompanied by seprate measures 

to promote the growth of trade unions and collective 

bargaining.

3) $o bring about a wove efficient allocation and 

utilisation of manpower through wage differentials and 

where appropriate. Systems of payment by results and..*
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4) To abolish Malpractices and abuses in wage payment.

According to V. V.Giri, " A national wage policy must 

ai® at establishing wages at the highest possible level, 

which the economic conditions of the country pemit, and it 

also ensures that the wage earner gets a fair share of 

increased prosperity of the country as a whole resulting 

fro® economic development. "

A national wage policy in a socialistic welfare 

state should thus ensure that the workers are not exploited 

and the fruits of labour goes to them, It should also also 

ensure that the workers, by a virtue of their collective 

strength, do not exploit the entrepreneurs and they do not 

hold the society to aasoia ransom from their vested interests.

In India National Wage Policy has become inevitable 

as result of large scale employment and industrial growth 

It contributes to reduced priction between the employers and 

employees- These are a few prominent factors that necessitate 

and systematic wage policy in India, They ares-

1) The adoption of socialistic pattern of society as 

the national goal of national development, the achievement 

of feficial j ustice and the provision of equal op~ortunities
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to all for the development of their personalities as 

provided by the Directive principles of state policy, 

in the constitution, rectuires that a suitable wage 

policy be laid down and steps be taken to enforce it.

2) Planning and fulfillment of its targets requires 

that a national wage policy he worked out and implemented. 

The maintenance of industrial peace through compulsory 

arbitration and other statutory restrictions on strikes 

and lockouts is not sufficient, since industrial peace 

in order to be just has to be based upon a reasonable 

wage policy.

3) The statutory, administrative and quasi judicial 

fixation and revision of wage which are being widely used 

in India requires a national wage policy with a clear 

formulation of the principles which should guide the 

various authorities charged with the task of wage fixation 

& revision.

4) The absence of a strong and solid trade union 

movement which nay secure to the workers their proper 

share in the gains of economic progress and which may also 

make for the past leeway in their standard of living, 

makes it all the more incumbent upon the state to desive



( 45 )

devise a national wage policy for protection of the 

workers.

5) It facilitates -

(a) to Maintain industrial peace which cannot

be achieved only through compulsory arbitration and other 

statutory regulations on strikes and lockouts.

(b) to develop the skill of newly remited Industrial 

labour and other manpower resources.

( c) to protect a large segment of workers who are 

living on substance level or are employed in sweated 

trades or industry.

(d) to bring about the development of a socialistic 

pattern of society as a goal of national development the 

achievement of social justice and the provision of equal 

opportunities of personal development as required by the 

Directive principles of state policy as laid, down in the 

constitution.

(e) to achieve the fulfillment of production targets 

and to increase labour productivity for attaining high 

economic growth, through increase of domestic savings and 

their mobilization, high investment and provision of
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increased employment opportunities.

(f) to provide guidance to various authorities changed 

with the task of wage fixation & revision.

This is the reason why the planners have not ignored 

the importance of an effective wage policy while the first 

five year plan has aimed at Govt, control over wages and 
profits the second (Plan) one has laid down the principles 

to bring the wages in to conformity with the expectations of 

working class in the future pattern of society and defined 

respectively, wles of wages, profits and prices taking into 

account the declared social objective of the community. The 

third plan has aimed at satisfying the claims of the workers, 

for living wage, better living and working conditions the 

needed valume of employment opportunities and a fuller 

measure of social security. The Fourth One has given more 

detailed though to wage incentives and a study group was 

set up by the planning coEmission to probe into the 
productivity and incentives of woikers. The Fifth Plan has 

also not ignored the wage policy. It has emphasized the 

furtherance of the objectives set in the earlier Plans.

The Sixth one lays much more emphasis on the wage pis 

policy.
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and cordial industrial relations especially wages of rural 

unorganised workers. Thus the wages policy has received 

coaspicious attention in India even in the economic planning.

A number of wage boards have also been established 

which have studied the wages to various industries. They 

include Boards established for cotton textile Industry, Sugar - 

Industry, Cement Industry, Jute Industry, Tea-Coffee and 

rubber plantations, iron & steel Industry, Coal tainning, 

limestone & dolomite mining, Engineering Industries, Parts 

Seas* Non journalists, h«avy chemicals and fertilizers*

Leather & Leather Goods, Electricity, Bo ad Transport* etc. 

These wage boards have studied the various aspects of wages 

of different categories of workers in detail about the 

reports submitted. They worked out a wage structure in each 

organised sector of Industry on the balls of the Fair Wage 

committee’s recommendations* The Principles to govern the 

grant of bonus to workers in respective areas were also 

laid down by these boards, which took into account various 

factors for arriving at their conclussions. They studied.

1. The retirement of social justice which states that the 

workman who produces the goods has a fair deal is paid 

sufficient at least to be able to sustain himself and his 

family in a reasonable degree of comfort and that he is 

not exploited.



(48)

2. The need of the industry ia developing economy 

including the seed for maintaining & promoting exports.

3. The need for adjusting wage differentials ( wlich is 

in relation ) to the occupational differentials, inter­

industry differentials & differentials based on sex in such 

a manner as to provide incentives to workers for advancing 

their skill.

4. the factors like degree of skill, mental & physical 

requirements for work, fatigue involved, the aptitude required 

and the responsibility undertaken by each category of workers 

disagree ableness or hazard involved in. work, mental &

jariKEi physical requirements etc.

5. The fact of assigning a fair share of returns to capital 

remuneration to Management and a fair allocation to reserve and 

depreciation.

thus prior to the determination of wages structure the 

wage boards are expected to take all the aspects connected with 

production and productivity. The Main interest implied in all 

the wage boards are to protect the interest ®f labour without 

being determined detrimental to the industry. All committees 

and commissions on labour have concentrated their attention on 

this objective. All such Committees have found that wage 

differentials have been one and of the most important problems 

of wages structure in India* Yet the problem of wage differences 

has been rooted out and the wage policy has not yet succeeded 

in establishing cordial industrial relations.
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W AGE COHHJflENTS.

Wage includes all the payments made to the worker 

they refrr to payments made in cash as well as in kind. The 

various components of the average total earnings are as 

follows i“

( a) Basic earnings.

( b) Be a mess A1 lo w&n ce s •

(c) Overtime payments.

(d) Bonus.

( a) BASIC B AR'iIHGS :

Basic wage is the primary minimum remuneration 

Paid by the employer to the employee. It refers to the 

individual rates for each occupational category in the 

Industry concerned. An employee is engaged to perform 

certain duties the compensation for performing the prescri­

bed duties is the basic wage.

(b) PBARKBSS ALLOWANCE:-

The purpose of paying dearness allowance is to 

maint in the real wagc s as far as possible. So that the 

economic well being of the worker is not adversely affected 

by the rise in prices. This means that the effect of higher 

prices on the workers family budget is neutralised. But 

this neutralisation should not be 100#, but should be less 

than that for maintaining standard of living of fixed income
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group workers.

As De araess Allowances Is a compensation for the 

fall in the value of money. There should be no difference 

in the amount of dearness allowance granted to the same 

income group in different industries in some area. In 

India Dearness Allowance paid to Textile industries is 

highest. While in Sugar and 'Engineering Industries it is 

much less.

ME T'HD PS OP TALENT OF IE ARNES S ALLOWANCE i

(1) Flat Rate.

(2) Rate linked to consumer price index.

(3) Graduated scales according to slabs.

Merger of D.A. with Basic Wage

In our country there has been a demand that at 

least part of Dearness allowances should be merged with 

basic wages. This is demanded on the ground that the raise 

in price has come to stay. In the past benefits of 1 rovident 

Fund, retrenchment relief etc. used to be calculated on the 

basic wages. But new many of the benifits are determined on 

the basis of total wages i.e. basic plus D. A.

In some cases the merger of D.A.With the Basic 

Wages has been effected in part as the Govt. Service. In 

other cases merger is opposed on the ground that it will 

disturb the prevailing wage differentials. This os
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This so because the existing rates of dearness allowance 

are generally not proportional to basic wages*

8) OVERTIME PAYMENT

When the worker works more than nine (9) hours 

a day or 48 hours in a week he is entitled to get overtime 

payment.* ( * factories Act 1948 )

It is a customary to pay the overtime at a rate 

higher than the general wage rate* It gives the idea that 

working after normal hours is less suitable & causes sore 

inconveniences to the worker than working curing normal 

working hours* The factories Act 1948 has recommended that 

payment for overtime at twice the rate of wages*

Overtime premium is a penalty for an employer 

who wants to increase production by keeping the unit at 

work after normal working hours and in brining on the 

leisure of the worker.

4) BONUS i-

Bonus is another component of wages. At Present 

the bonus is considered as a payment to tie worker for 

his contribution towards the profits at the undertaking 

When wages are unduly low the employer is in a position
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to Eake huge profits* the worker is entitled to nsk for 

Bonus out of the profits after deduction of divident, 

depreciation and provision for taxation so on & so forth. 

The claim for bonus rests on the fact that workers are 

not paid living wages. If there is huge profit and 

employee avoids to pay the bonus to workers then it 

amounts to exploitation of workers.
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TYirES OF WAGE PAYMENTS.

1) TIME WAGE i-

This is the oldest ana the most common method 

of fixing wages. Under this system workers are paid - 

according to the work done during a period of time, at 

the rate of so much per hour, per day? per week, per 

fortnight or per month or any other fixed period of time. 

The essential point is that the production of worker is 

not taken into consideration in fixing the wages, he is 

paid at the settled rate as soon as the time contracted 

for is spent.

M E R I T S : -

1) It is simple for the amount earned by a worker can be 

easily calculated.

2) As there is no time litsit for the execution of a job, 

workmen are not in a hurry to finish it and this may 

mean that they will pay attention to the quality of 

their work.

3) As all the workers employed for doing a particular kind 

of work receive the same wages, ill-will and jealousy 

among them avoided.

4) Due to steady and slow space of the worker there is no 

rough handling of machinery, which is a distinct advantage

for the employer.
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5) It is the only system that can be used profitably 

where the output of an individual workman or group

of employee cannot be readily measured.

6) The day or time wage provides a regular and stable 

income to the worker and he can, therefore, adjust 

his budget accordingly.

7) This system is favoured by organised labour for it 

makes solidarity among the workers of a perticul^r 

class.

8) 11 requires less administrative attention than other

because the very balls of the time wage contract is 

faith and mutual confidence between the parties.

SEME R I TS :

1) It does not take into account the fact that men are of 

different abilities and that it all the persons are paid 

equally. Better workmen will have no incentive to work 

harder and better. They will therefore be drawn down to 

the level of the least efficient workmen.

2) The labour charges for a particular job do not 

remain constant. This puts the authorities in a different 

position in the Matter of quoting rates for a particular 

piece of and work.
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3) As there is no specific demand on the -worker that a

piece of works needs to be completed in a given period of time 

there is always possibility of a systematic evasion of work by 

the workmen.

4) This system permits many plan to work at a task for 

which he has neither taste nor ability. 'When he eight make 

Ms mark in some other job.

5) As the employee does not know the amount of work that 

will be put in by each worker, the total expenditure on wages 

for turning out a certain piece of work cannot be adequately 

assessed*

6) As no record of an individual worker* s out put is

maintained, it becomes difficult for the employer to determine 

his relative efficiency for purposes of promotion.

P 1
q_ c.4. r

PIECE WAGE \ w

Under this system workers are paid according to the 

amount of work done or the number of units completed, the rates 

of each unit being settled in advance, irrespective of the time 

taken to do the task. This does not mean that a worker can take 

any time to complete a job because if his performance for 

exceeds the time for each unit of article will increase.

Under this plan a worker working in given conditions 

and with given caachinary is paid exactly in proportion to his
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physical output. He is paid in direct proportion to his output, 
the actual amount of pay per unit of service being approximately 
equal to the marginal value of his service in assisting to 
produce that output.

This system is generally adopted in tile jobs of a 
respective nature, where £j?.k tasks can be readily measured 
inspected and counted. It is particularly suitable for standard- 
Used process and it appeals to skilled and efficient workers 
who can increase their earning by working to their full capacity.

A workers earning can be calculated on the basis of 
fo 1 low ing fo rsu la.

WE - NR. W - Worker N= No. of piece.
1 - Earnings R= Rate per piece.

M E R I T S :

(1) Under appropriate conditions, it excels other 
forms of payment in respect of economy as well as justice. 
Remuneration being depend upon the volume of production, 
there is direct stimulus to increase production.

(2) It encourages voluntary effort as against a dfrive 
under time rate creating a& atmosphere of willingness and zeal
of work
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(3) The cost of supervision beeoees comparatively 

less as the workers tend to drive themselves in their own 

in terests.

(4) At the direct labour cost per unot of production 

remains fixed and constant» calculations of costs or making 

or tenders estimates be come easier.

(5) The total unit cost of production comes down 

with larger output because the fixed overhead can be distri­

buted over a great number of units*

(6) The working arrange meats may be improved by the 

workers themselves to speed up work.

(7) Met hods of production are improved ®s the worker 

demands free from defects and eachinary is perfect condition.

DEMERITS.

(1) la spite of the advantages accruing to the 

eanageeent as well as to workmen, the system is not particularly 

favoured by workers. The main reason for this is that the 

fixation of piece rate by the employer is not done on a scien­

tific basis*

(2) As the workers wish to perform their work at 

breakneck speed they generally consume more power, overwork
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the machine and donot try to avoice wastage of materials. This 

results in si high cost of production and lower profits*

(3) There is a greater chance of deterioration in the 

quality of work owing to over-zealousness An the part of workers 

to increase production. This over-zealousness ©ay fell upon his 

health, resulting in a loss of efficiency.

(4) It encourages soldiering and. there arises a system 

of hypocrisy and deciet. h cause to escape further cuts they again 

begin to produce less and also regard their employers as their 

eveaies, to be apposed ia everything they want.

(5) Exeessive speeding of work ©ay result in frequent 

wear ft tear of plant & ©achinary ft frequent replacement*

(6) Trade Unions are often opposed to this system for

it encourages rivalry arsoag workers and endangers their solidarity 

in labour dispuls.



(60)

WAGS INCENTIVES.

The tefa wage incentives has been used both in 

restricted sense of participation and in the widest sense of 

financial motivation. According to Humme 1 & Nickerson. It 

ref ere s to all the plans that provide extra pay for extra 

performance in addition to regular wages for a job. A wage 

incentive scheme is managerial device of increasing a worker's 

productivity, simulteneously, it is a method of sharing gains 

in productivity with workers by rewarding the® financially for 

their increased rate of output. In this context National 

conference of labour stated that wage incentives are extra 

financial motivation. They are designed to stimulate human 

efforts by rewarding the person over and above the time rated 

remuneration, for improvement in the present or targated 

results. These incentives say be monetary or noa=monetary.

MOMx'TARY INCEN TIVES:

Monetary incentives includes besides wages, allowances, 

profits? bonus, overtime Payment and other payments tfich may be 

made to a worker in recognition of his increased productivity.

The tsonefcary incentive plans are as follows :

1) HALSEY PREMIUM PLAN t

This is a time saved bonus plan which is ordinarily 

used when accurate performance standards have not been established 

Under this plan, it is optional for a workman to work on the
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premium plan or not. His day's wage is assumed to pay hi® 

whether he earns a premium or sot, provided that he is seems 

in competent as to be useless. A satandard output with in a 

standard time is fixed on the basis of previous experience.

The bonus is based on the amount of time saved by the worker.

He is entitled to a bonus calculated on the basis of 33.# of 

the time saved. He is thus gets wages on the time rate basis*

If he does not completed the standard output within a stipu­

lated time, he is Paid on the basis of time wage. This plan 

is combination of piece rate and time rate in a modified form.

2) ROWAN PREMIUM FLAM S

In this plan the time saved is expressed as a percen­

tage of the time allowed, and the hourly rate of pay is increased 

by that percentage so that total earnings of the workers are 

the total number of hours multiplied by increased hourly wages* 

The plan airas at ensuring the performance of the premium rate* 

which is aften cut by the employer, when the workers efficiacy 

Ip increases beyond a certain limit. The premium is calculated 

on the basis of proportion which the time saved bears to the 

staudard time*

Formula - Bonus = ,̂je..saved x Tlmp tf!ken x hourely rate.
lirae allowed
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3) IQJr HELIUM VLM i

Under this plan, task standards are set by time study 

or work sanpliag, and rates are expressed in tine rites rather 

than in money (e.g. 0.20 hour per piece ) A definite hourly rate 

is paid for each task hour of work performed. The plan, is 

identical with the straight piece rate plan except for its higher 

guaranteed rate and the use of task time as a unit of payment 

instead of a price per piece. The worker is paid the full value 

of the tine saved. If he completed the table of lOhr#. in 8 hrs. 

and if the isocirty rate is Rs* 0.50 his total earnings will be 

Rs. 8 x 0.50 + ( 10 - 8) x 0.50 = 4.00 4 1.00 = 5.00

4) TAYLOR*8 DIFFERENTIAL PIECE RATB tLM i

This system was introduced by Taylor with two objects;

(*) to give sufficient incentive to workmen. . ._

thee to produce up to their full capacity.

(b) to remove the fear of wage cut.

There is one rate for those who reach the standard? 

they are given a higher rate for to enable them to get the bonus.

The other is lower rate for those who are below the standard? so
*

that the hope of receiving a higher rate (i.e • a bonus ) ®ay serve 

as on incentive to come up to the standard. Workers are expected 

to do certain units of work within a period of time. This Standard
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is determined on the basis of time and motivation studies 

such scientific detrraination ensures that the standard 

fixed is not unduly high and is within the easy reach of 

workers on a proper determination of the standard depends 

the success of the scheme •

5. HE HR IC1 S hULTIxLE PIECE R A‘IE SYSTEM.;

This system too is based on the principle of a low 

piece rate for a slow worker and a higher piece rn.:e for higher 

Production, but thr plan differs from Taylors Flan in that if 

offers three graded piece rate instead of two. The first step is 

at 83# of the standard on task production and the second at the 

task point.

6. The GANTT TASK ANI; BONUS FLAN»

This plan hps been devised by H.L.Gantt and is the only 

one that pays a borrow to multiplied by the value of standard 

time. Und-r this system fixed tirae rates are guaranteed. But the 

standards are established for the Performance of each Job.

Workers completing the job within the standard time or in less 

time receive wages for the standard tine. Plus a bonus which 

ranges from 20# to 50# of the time allowed and not. tine saved.

When a worker fails to turn out the required quantity of a product 

he simply gets his time rare without any bonus*

This system is most profitable for workers those



efficiency is very high. The basic wag*-- s rise p rop ert ion ate ly as 

under ordinary piece wage system, and the bonus is allowed on the 

increased wage.

7. EMERSON EFFICIENCY -An

Under this system, a standard time is established for 

a standard task. The day wage is assured. There is no sudden rise 

in wages are achieving the standards of performance. The remuner­

ation based on efficiency rises gradually. Efficiency is determi­

ned by the ratio between the standard time fixed for a perform­

ance and the tie© actually taken by a worker. Thus if the period cf

8 hours is the standard tire for a task and if a worker performs 

it in 16 hours has 100% efficiency. No bonus is paid to a worker 

unless he attains 66-f % efficiency at which state he reveives a 

nominal bonus. This bonus goes on increasing tills when he achieved 

100% efficiency* tim bonus cores to 20% of the guaranteed wage.

At 100% efficiency the bonus is 60% of the day wage.

8. CO-FARlMERSHJr ; l/ ^ cA-J 1 ^

1 „

H

This system tries to elisinat e friction between capital 

and labour. Under this system not only does a worker share in the 

profits of the under caking, but he also takes part in its control 

and therefore, shams responsibilities*

Tills system arouses and sustains the interest of the

workers in their work. By giving the® a voice in the management of



the factory it raises their status as well. As they have 

become partners in the business? they try to make it a 

very profitable enterprise.

9. r H3FIT SHARI HG :

Profit sharing is regarded as a stepping stone to 

industrial democracy. The International Co-operative Congress 

held, in Paris in 1889 considered the issue and defined profit 

sharing as an agreement (Formal -informal ) freely entered 

into by which an employee receives a shsie fixed in advance 

of the- profit.

Employee profit sharing is often regarded by 

Employer as a supplementary benefit programme. Although plans 

differ with widely as to specific details three basic types 

of profit sharing plans are in use.

1) Current (Cash) profits are paid directly to 

eiaployees in cash or by cheque or in the form of stock as 

soon as profits are determined*

2) Differed profits are credited to employee.

Account to be paid at the time of retirement or in particular 

circumstances (i.e. disability? death etc. )

3) Combination by wh5 ch a part of the profits is 

paid in cash and a part is deferred and placed in the employee* 

account in a trust fund.
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11 NON financial incentives*

Non monetary incentives have a distMct and signi­

ficant role to play in the creation of enthusiam among the 

workers for greater and better work and in solving the problems 

of industrial productivity. There are various forms of non- 

financial incentives - some of the popular ones are as follows;

Every worker wished that he should not only get a

fixed amount of fair wage or salary after a fixed period? but 

that should be safe and secure. There should be no risk of 

retrenchment, demotion or termination. It is common experience 

of ail Industrialists that the danger of losing the job leads 

to a decrease in production. On the ocher hand productivity is 

naturally high in those concerns where workers have a feeling 

of job security.

(2) IE COGNITION i

S
Most people like to receive recognition for work

well done. Silence is not enough, particularly when good work 

is greeted with no comment while bad work always gets a - 

reprimand or wamning. Although it is not possible for the 

supervisors to priase everybody for everything done by him 

or her? still this technique of praise should be practiced
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as far as possible because more often than not it serves 

as a useful tool of motivation.

(3) participation : I 0
vv^' '

/

As a motivation tool, participation trails under 

various fields such as democratic management, Bottom up 

management , W.P.M. consultative supervision, worker1 s share 

indecision making etc. All such approached involve essentially 

the same idea or permitting and stimulating greater employee 

participation in policy formulation.

(4) A sincere Interest in Subordinates as Individual rerson:___ __

Most of us have observed that wages on immediate 

response, when we show an interest in the experiences or 

feelings of others* Our Coneen is on indication that they have 

become something more than numbers or faces in our own lives.

The immediate response in attitude often carries over to 

influence favourably operative performance.

(5) IR-fcs IN THE JOB :

Although the intereasing Machanistion of Industrial 

process had made it extremely difficult to utilise the appeal of 

pride in work, yet most people do have the desire to feel pride 

in accomplishment various techniaues can be employed to develop
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pride in -work e.g* Recognition of Superior performance often 

serves to Activate to sustained or higher efforts. Group pride 

in accomplishment can often he elicited by praise and special 

recognition. Pride in Company is much more nebalous concept.

Good products dynamic conduct and many other things serves to 

stimulate are the employee’s : ride in his Company.

(6) DELEGATION OB' RESPONSIBILITY ;

rx JfcM ^7 -

teles at ion of rights and obligations to execute a
* • .... ..

given task often proves to be a strong motivating factor. The 

facts that the supervisors trust his workers? stimulates the 

workmen to show better results.

(7) OTHER INCENTIVES !

Under this caption a ay be included the incentives 

like quickj^jf-roHOtioa, provision of facilities for technical 

training with the concern, sending selected employees -fr/v-
eJr*~ -
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F R I N G 1 3ENEFI T 3 J

These benefits are sOEietimes called 1 indirect benefits * 

They are supplementary compensation made in addition to wages to 

stimulate the interest of the workers and to make the job store 

attractive and condicive. Though they are terred ’Fringe Benefits’ 

they are neither fringe nor peripheral wage trimmings but substa­

ntial part of the wage and salary structure. According to Belcher* 

Fringe benefits as any wage cost not directly connected with 
employees productive effort, performance, service or sacrifice. ^ 

Though these benefits are not direct payment for productive efforts 

they are intended to act as incentives to increase productive 

effort.

Cock®an divides these benefits in to two basic types;

( 1) Fringe benefits which includes status ( cars? enter­

tainment facilities, holidays? Foreign travel? telephone ).

Security ( insurance? medical facilities? children’s education) 

and work benefits ( office accomodation, secretarial services? 

management training? comp any scholarship etc. ).

(2) Key benefits - such as share schemes? profit sharing,

retirement con sue 1 ling and house purchase.

Fringe benefits in terns of cost is the real total 

cost to the company of employing the employee. These benefits

* Be Idler adopted from Charles W. Sargent. 
Fringe Benefits age 488.
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since they are regarded as a bonus* Create a favourable attitude 

towards the particular Job and Comp any. If these benefits were to 

be included in wages* it would Mean higher taxes for the employee* 

placed in seprate category, their money value is greater costs of 

fiinge benefits is not static, with the increased cost of living.

The comp any’4 s expenditure on fringe benefits increases and may have 

to be subsidized by higher prices on its products.

In India we would, look at fringe benefits as being of 

the statutory and non statutory type. Included in the former are t 

the Employee Prdvident Fund Scheme*® Gratuity or Feasion Schemes 

and E.S.I* which is a systea of social security induced by the 

Government covering medical care, hospitalisation, accident benefits 

death benefits and funeral expenses. These see hemes also provides 

funds wheSa the employee is sick or disabled. It is financed by 

employee, employers and state government.

The voluntary benefits provided are payment towards empl­

oyees provident fund scheme not covered by statutory requirements 

as also gratuity and pension fundr Contribution, medical facilities 

canteens? uniforms and recreational facilities*

Frofit and other kinds of bonus such as attendance bonus 

service bonus and gratitious and another kind of fringe benefits.

'Whatever the pros cons of fringe benefits they have become 

an important part of compensation plans. This is especially so far 

senior and top management personnel who are being constantly 

motivated in an attempt by managements to bring out the best in

their employee.


