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Govt wants India Inc
to overhaul salaries

Proposes higher basicincome t6 increase social security contributions

SOMESH JHA
New Delhi, 3June

he Centre is planning to

reform labour laws to ensure

employers do not keep basic

income low in order to
reduce contributions towards social
security schemes.

The proposal to make basic income
amajor component of salary could lead
to a decline in the take-home pay of
workers as contributions towards prov-
ident fund, insurance and gratuity may
rise alongside a higher tax outgo.

The government has proposed that
salaries should be structured insuch a
way that allowances for house rent,
leave travel and overtime, among oth-
ers, are capped at 50 per cent of the
basic pay. Whatever employers offer as
salary beyond this will be treated as
basic pay, on which the contribution
towards provident fund, instirance and
gratuity will be decided.

While some trade union leaders
have welcomed the move, industry has
opposed it, fearing an increase in its
wage bill.

The labour and employment min-
istry has prepared a detailed note on
bringing uniformity in the definition
of wages across 19 laws. The ministry
has proposed two sets of definitions for
wages: One for all laws that have finan-
cial implications for employers, includ-
ing employees’ provident fund,
employees’ state insurance and gratu-
ity and the second for other labour laws
that are part of the proposed Code on
Wages Bill 2017.

“The interpretations (of wages) used

THE FINE PRINT

 GOVT'S PROPOSAL
‘Wage' for calculating social security
benefitswill be defined asa sum of:
* Retaining
allowance

* Basic ™ Dearness
wage  allowance

‘Allowances’ will include:

* Bonus

* House rentallowance

* Value of any house-
accommodation

* Contribution towards pension or
provident fund

* Travel allowance

* Retrenchment
compensation

* Overtime
allowance

* (Cashvalue pf food

by employers, complainant
employees and assessing authori-
ties differ significantly, leading to a
diversity in the stand taken by officers,”
the note prepared by the labour min-
istry said. “Cases have been noticed
where employers show basic wages plus
dearness allowance as very low, say 10
to 30 per cent, and the remaining wage
is shown as various allowances for per-
formance, entertainment and con-
veyance,” the ministry observed.

Most employers pay 12 per cent of
the basic wage as their share of the prov-
ident fund contribution and deduct

ALLOWANCES SHOULD NOT BE

MORE THAN 50% OF THE WAGE

Rationale

*® Employers deflate the basic pay
to keep the provident fund and
other contributions low

® There are multiple interpretations
of wages among employers,
employees, inspectors and courts

Impact

® Take-home salary may take
ahit

*® Providentfund

contribution and tax

liability to go up

fromsalary 12
per cent as the
employee’s share. High-
er basic pay could lead to more money
flowing towards provident fund, insur-
ance and gratuity contributions, adding
to the wage bill of companies.
“Thisisan encouraging move. It will
lead tosocial security because firms now
suppress basic income to save cost,” said
Virjesh Upadhyay, general secretary of
the Bharatiya Mazdoor Sangh (BMS),
who was a member of a committee set
up by the government to rationalise the
definition of wages. Turn to Page 5

|

Govtwants
Indialncto .
overhaul salaries

According to the proposal, if the gross salary
of an employee is, say, 20,000 per month,
and the basic income is 8,000, then the
allowance component cannot exceed 4,000

According to the proposal, if the gross
salary of an employee is, say, 20,000 per
month, and the basic income is8,000, then
the allowance component cannot exceed
%4,000. The remaining ¥8,000 will be includ-
ed to calculate provident fund, gratuity and
insurance contributions.

“Millennials and the younger workforce
need more cash in hand. Most employers
work on a total reward basis. If the propor-
tion of the retirement fund contribution
goes up, employers will reduce other com-
ponents. The government needs to bring
clarity in the definition of wages but there
should be no over-reach,” said Shailesh
Singh, director and chief people officer at
Max Life Insurance.

Teamlease  Services  co-founder
Rituparna Chakraborty said the objéctive
behind salary restructuring in the private
sector should be to increase the
take-home pay.

“By capping allowances, you are creating
a large section of wages not accessible to
employees. Organisations anyway do not
have the flexibility to increase allowances as
these are also taxable. Employers should
have the freedom to decide their salary
structures,” she added.

Labour law experts said the govern-
ment's move could be challenged in court. “I
am not sure if it is feasible to talk about what
will constitute fixed and variable pay. The
definition of wage is not about the quan-
tum, but the component,” said K R Shyam
Sundar, professor, XLRI Jamshedpur,

The government will need to amend the
Payment of Gratuity Act, 1952; the
Employees’ Provident Funds and
Miscellaneous Provisions Act, 1952; and the
Employees’ State Insurance Act, 1948, to
bring about a change in the definition of
wages applicable for determining social
security benefits.
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Top B-schools in
talks for lIT-like

VINAY UMARII
Ahmedabad, 18 June

schools in the country, including Indian

Institute of Management, Ahmedabad
(IIM-A), M Bangalore, [IM Lucknow, [IM Indore,
MDI Gurgaon, XIRI.Jamshedpurand [TFT Delhi
to form an all-India placements’ commitlee on
the lines of the one that exists for the IITs.

The discussion was part of the agenda ar
‘Maitri’, an annual conference of placement com-
mittee members.

While the first conclave was held at [IM-A last
year, the event this year took place at IIFT Delhi.

Being conducted by student representatives
this time unlike last year, the conference also
sawdiscussionson sharing recruiter experiences
and best practices adopted by thetop B-schools.

“One of the agendas of Maitri 2018 was o dis-
cussthe formation of anall India B-school place-
ments’ committee which would perform a func-
tion similar to the existing AU-IITs Placements
Committee (AIPC).” the IIFT placement com-
miltee’s communique stated.

IITs already share their best practices and
undertake a joint placement process under the
AIPC. What's more, the top B-schools have also
decided to sign a memorandum of understand-
ing (MoU) in this regard.

“The B-schools decided toabide by an MoU to
collectively take action inthe interest of the stu-
dents and adapt best practices from fellow B-
schools to improve overall efficiency of the
recruitment process,” I[FT further stated.

Accordingloone of the placement commitlee
membersat IIFT, this year’sMoU isunlike that of
last year which revolved around aligning the
placement calendar with international trends.
The panel added that it would take a couple of
months before things Lake concrete shape.

The top B-schools also deliberated on the
stepstobe takenin the case of different recruiter
scenarios. “Some recruiters come to recruit but
don’t make offers or come up with less number
of jobs while some give one job description but
come Lo campus with another. The discussions
revolved around how to deal with i

T alks are on among some of the top B-

placement pane

CHANGES ON THE TABLE

*® The proposal is part of the agenda at
*Maitri’, an annual conference of
placement committee members

*® Being conducted by student
representatives this time unlike last
year, the conference held discussions
onsharing recruiter experiences
and best practices adopted by the
top B-schools

*® |ITs already share their best practices
and undertake a joint placement
process underthe AIPC

*® The top B-schools have also decided
to sign a memorandum of
understanding for the same

a disadvantage in the final placement process.
The recent conference saw deliberations on how
tomonitor such recruiters on a case-lo-case basis
to prevent students participating in such com-
petitions [rom missing out on the placement
process.

“Usually, placement committees don’t share
ideas. However, since employability of students
isbecomingaconcern, it was decided toshare the
best practices. Discussions also revolved around

that don’t keep their word. [owever, last year
we didn't come across major recruiters not hon-
ouring their word,” the placement committee
member told Business Standard.

B-schools have also witnessed cases where
s Lhe placement process
by conducting theirown competitions. This puts
students who participate in such competitionsat

additional skills required for new and emerging
sectors,” the member added.

With the B-schools coming together, there
will be repercussions across campuses il
recruiters do not honour their commitments.
While company and student specific data will
notbeshared, B-schools will reveal howthey are
conducting the placement process.
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NEWSMAKER: SANDEEP BAKHSHI/ COO/ICICI BANK

The last man standing or
a turnaround banker?

ICICI"s pick for the top job has a seasoned track record with experience in retail and corporate banking

PAVAN LALL
Mumbai, 21 june

ive days ago ICICI Bank’s board made an

announcement that put to rest a number

oftheories loating around ICICI Bank-

Chanda Kochharsaga that has been
making the news for the last couple months. Tna
notice tostockexchanges, the board announced
thatSandeep Bakhshi, the 57-year-old ICICI
employee who had been managing director and
CEO of ICICI Prudential Life [nsurance since
2010, was now promoted to Chief Operaring
Officer for the bankwith a line of reporting that
led straight toKochhar. Kochhar, incidentally
had gone onleave and in her absence he would be
the defactotopboss.

Sowhy did the board select Bakhshiforthe
job?In fact, one executive in the banking
business said that there was a general view that
he was close to retiring because he appeared to
have been tuning out from many industry
forums and general get togethers. But sources
who know the sector well say that of the existing
ser of potential leaders, Bakhshiwas clearly the
only choice as he beatout other high-level
candidates that included executive directors
Anup Bagchi, Vishakha Mulye, NS Kannan, and
Vijay Chandokwho were lacking the all-round
game that Bakhshi has.

Tohis credit, Bakhshi is one of the few with
the breadth and depth of experience across
businesses. is seen as a builder of enterprise.
reasonably forthright, and to top it all is aleader
with his own mind, the source adds. “He was
likely to be the least controversial also.” The
otheris his impressive Rolodex in corporate
. “Thiswill be helpful for
the company as it has problemswith non-
performing assefs there, and given his ties with
bigcompanies, it will help negotiations,” opines
aformer colleague.

Bakhshi whogot his mechanical engincering
degree from Punjab Engineering Collegeand an
MBA from XLRI, is around the same age as
Kochharand a family man with three grown
children. “Ie’s an out-and-out people person
whoistiptopon ctiguette, will walk you to the
elevaror door when you meet him andallthat
sort of thing,” says one private equity exceutive.

Nor is hissens v limited toclients
andseni hosent
congratulatory SMSes to Bakhshi on Tuesday said

LLUSTRATICN: AIAY MOLANTY

they received prompt replies from him.

Havingjoined ICICILtd in 1986, he has seen
theinstitution grow from a development financial
institution into afull-fledged financial services
enlity. He built Lthe general insurance business
fromscratch, which hejoined in 2002. Healso
groomed astart-upwhen nobody understood
insurance, which istoday the largest private sector
general insurer.

I[n 2008, he was al ICICI Lombard but was
broughtintothe bankwhen the global markets
starred tosee instability. Afrer steadying the ship
there, hetook charge of ICICI Prudential Life
Insurance Company in August 2010. Inthe eight
years thathe steered ICICI Prudential Life
Insurance Company itsassets under management

(AUM) have grown Lo1 4 trillion now, from 57,319
atthe endof March2010.

Evenwitha seasoned track recordwith
participation across both retailand corporate
banking, Bakhshi was never seen as an aggressive
‘hard-charging ambitious corporate leader, say
onebusiness executive who has known him,
addingthat “heisn'tdriven by materialsuccess
alone.”

Sowhat is he driven by? “He’s someone who
walksthe talkand won't hesitate to change existing
ays of business toimplement abeliefthat he has

s

conviction in,” says

RM Vishakha,

managingdirector Bakhshi's sense of
andchiefexecutiveol  courtesy is not limited
IndiaFirst Life to clients and
Insurance Company. senior managers
She’s not wrong, For alone. Several
example, inthe colleagues who sent
insurance business, congratulatory
hehasbeenastaunch ~ SMSesto him on
believer ofthe five- Tuesday said they
year premium pay received prompt
productsand ULIPs, replies from him. They

and overtime
effectively tweaked
thebusiness modelat
ICICT Prudential to
where most of it’s
revenue come from,
newer Ulip-related
products.

‘Thebanker, whois politetoa fault, faced one
major crisisin his careerwhen there were reported
instances of ICICT Bank and ICICI Prudential
officials duping hundreds of villagers and farmers
inRajasthan by selling insurance policies cloaked
as fixed deposits. The issue was investigated by the
Rajasthan police and the policies purchased
refundedlater.

ICICI wasreached for acomment but didnot
respond as ofthe time of going topress. That's
something Bakhshiwould dowelltoclear the airon
right away. given the doubtsand confusion thar
alreadysurround the bank. Either way, his task
aheadisnotgoinglo besimple, but there is
optimism in his selection.

L.eoPuri, managingdirector of UTT Asset
Management Company, says, “Sandeepisa
proven, effective, and wise manager, who will
quickly restore this y fine institution tothe
position it deserve: cwill bethe best judge.

say he was never seen
asan aggressive
hard-charging
ambitious

corporate leader







