


CHAPTER I 

Introductory 

A Committee to advise on the portion of dearness allowance now 
.granted to Central Government servants that should be treated as 
pay was appointed by the Government of India Resolution No. F. 
ll(2)-E.II/52, dated the 15th July 195~ which reads as follows:-

"The question of treating as part of pay a portion of the dear
ness allowance now granted to Central Government 
servants has been engaging the attention of the Govern
ment of India for some time. The Government of India 
have now decided to set up a Committee consisting of 
non-officials and officials to conduct an investigation into 
this matter and make recommendations to Government 
on this subject. 

2. Shri N. V. Gadgil, Member of Parliament, will be the Chair
man of the Committee. Shri S. Guruswami, Member of 
the Council of States and General Secretary, AU-India 
Railwavmen's Federation and Shri Khandubhai K. 
Desai, President, Indian National Trade Union Congress 

·will be the non-official members of the Committee. Shri 
J. Dayal, Joint Secretary, Ministry of Finance and Shri 
P. N. Saxena, Director of Esta})lishment, Railway Board, 
will be the official members. Shri S. K. Majumdar, 
Deputy Secretary, Ministry of Finance, will act as 
Secretary to the Committee . 

.3. The following will be the term of reference "to the Com
mittee:-

"Taking· into consideration the rates of dearness allowance 
that have been sanctioned to date for Central Govern
ment servants, and the level at which cost of living 
index are likely to stabilise in the foreseeable future, 
to recommend the percentage of the dearness allow
ance now given to Central Government servants which 
should be allowed to be treated as pay for all purposes 
in future, provided that by doing so the present total 
of pay and dearness allowance is not enhanced." 

4. Though the term of reference to the Committee does not ex
tend to employees of the State Governments, the Govern
ment of India hope that the present inquiry will be of 
value to the States also and trust that the full co-opera
tion of the State Governments will be afforded to the 
Committee. It will be within the term of reference of 
the Committee to call for information in writing and to 
take evidence from any Department or officers of 
Government; and the Government of India will welcome 
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the co-operation of Service Associations and non-official 
bodies and agencies and hope that they will afford the 
Committee the fullest assistance on the subject of 
e.nquiry." 



CHAPTER I 

2. In order to enable the Committee to proceed with its work as 
soon as it assembled, a questionnaire was issued under the instruc
tions of the Chairman of the Committee to the public through the 
Press to elicit their considered opinion in the matter. The press com
munique issued in this connection is reproduced at Appendix I of this 
.Report. Copies of this Questionnaire were also sent to about 275 
Registered and Recognised Unions of Central Government employees 
and to the State Governments for their opinion. Replies to the Ques
tionnaire were called for by the 27th July, 1952. 

3. The Committee held its first meeting in New Delhi on the 18th 
July, 1952 and decided that in addition to collecting written evidence, 
it would also take oral evidence from the representatives of Unions 
of Central Government servants, economists, and other prominent 
non-officials. For this purpose, the Committee decided to meet at the 
following places:- · 

Bombay 
Madras 
Nagpur 
Calcutta 
Lucknow 
Kanpur 

.Delhi. 

4. The Committee met the representatives of the various Unions, 
prominent non-officials, Economists, etc. in accordance with the 
following· programme:-

lst Meeting: On the 4th and 5th August, 1952 at Bombay. 
2nd Meeting: On the 21st and 22nd August, 195i at Madras. 
3rd Meeting: On the 23rd and 24th August, 1952 at N agpur. 
4th Meeting: On the 26th and 27th August, 1952 at Calcutta. 
5th Meeting: On the 29th August, 1952 at Lucknow. 
6th Meeting: On the 30th August, 1952 at Kanpur. 
7th l\1eeting: On the 1st, 2nd and 3rd September, 1952 at New 

Delhi. 

A list of Unions which tendered evidence before the Committee is 
printed as Appendix II to this Report. 

The Committee had the benefit of personal discussion with the 
following Economists:-

Dr. C. N. Vakil 
Dr. D. R. Gadgil 
Dr. V. K. R. V. Rao 

5. The Committee also met the representatives of the State 
Governments at New Delhi on the 1st October 1952. A list of the 
State Governments who sent their representatives is given in Appen
dix III to this report. 
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6. The Committee met at New Delhi from the 4th to the 9th 
September, 1952 to discuss the evidence, formulate the general prin
ciples and indicate the broad outlines according to which the Report 
should be prepared. The draft of the Report was discussed at the 
meetings held from the 30th September onwards and the Committee 
finalised and signed the Report on the 4th October, 1952. 

7. The Committee is thankful to all those who appeared personal
ly before it and to those who -in response to the Questionnaire or to 
special requests for information, gave the benefit of their know
ledge and supplied valuable data essential to the enquiry. The Com
mittee is also thankful to the various State Governments who were 
good enough to furnish such data as was required by the Committee · 
and to the Governments of Bombay, Madras, !lladhya Pradesh, West 
Bengal and Uttar Pradesh for the assistance rendered by them in 
connection \Vith the meetings of the Committee held in these States. 

8. The Chairman and the Members of the Committee place on 
record their appreciation of the untiring efforts and hard work put 
in by the Secretary of the Committee and his staff in collecting and 
analysing a large volume of evidence, in assisting in the discussions 
find in drafting the Report. 



CHAPTER H 

Cost of Living Index: 

9. As mentioned in the Resolution appointing the Committee, the 
term of reference includes inter alia the consideration of . the level 
at which the cost of living is likely to stabilise in the foreseeable 
future. In proceeding· with the consideration of this matter we have 
taken the opportunity of reviewing the factual position in regard to 
the cost of living indices that have been prepared from time to time 
during the years preceding World War II as well as-during the period 
thereafter. · · 

10. With a view to ascertaining accurate facts about the cost of 
living, various enquiries were instituted from time to time, the 
subject of primary investigation being the size of earnings of a family, 
the cost and consumption of food, fuel and lighting, clothing, mis
cellaneous articles and the cost of house rent and housing conditions. 
The families studied were arranged according to income groups 
ranging from below Rs. 30 p.m._ to over Rs. 90 p.m. For example, in 
Bombay there was an enquiry of this kind in 1921-22, the report being 
published in 19!:3. Again a later enquiry was held between Septem
ber, 1932 and June, 1933, the report being published in 1935. An en
quiry was held in Sholapur between May and December, 1925 and the 
report was published in 1928. Enquiries in Nagpur and Jabalpur 
were made between September, 1926 and June, 1927, the reports 
being published in 1929. Enquiries were also held in Kanpur and 
Jalg'aOn etc. Altogether 39 index numbers were being constructed 
as follows:-

Madras 9 
Bombay 4 
C.P. 8 
Behar 6 
Orissa 2 
Punjab 5 
U.P. 4 
Bengal 1 

39 

11. Although there were as many as 39 index numbers . if?. exist
ence, only ..a dozen were eligible for serious consideration as the others 
were not sufficiently comprehensive. These were distributed as 
follows:-

Bombay 4 
Madras 1 
U.P. 1 
Bengal 
Punjab 

1 ... 
.... ... 



COST OF LIVING INDEX 

The index number for Nagpur could also be considered as suit
able after making the necessary adjustlll€nt for the house rent factor 
which had not been taken into account for the preparation of the 
series. 

12. Some of these cost of living indices were made use of by the 
Court of Enquiry constituted in 1940 under the Trade Disputes Act, 
1929, under the Chairmanship of Mr. Justice B. N. Rau to investigate 
the question of the grant of dearness allowance to railway employees. 
We have noted with interest the table given in para 22 of their 
Report which is reproduced below, indicating the average in the 
Bombay cost of living· indices for successive years from September, 
1923 to August, 1939:-

1923-24 155 
1924-~5 158 
1925-26 154 
1926-27 155 
1927-28 149 
1928-29 148 
1929-30 144 
1930-31 117 
1931-32 109 
1932-33 106 
1933-34 97 
1934-35 100 
1935-36 101 
1936-37 104 
1937·38 106 
1938-39 104 

13. The individual cost of living index series, referred to earlier 
in this chapter, continued to be constructed, but there did not exist 
a cost of living index for the whole of India. The construction of 
such an All-India index was considered on at least two occasions 
prior to 1947, namely, first in 1921 by the Department of Industries 
and Labour of the Government of India and later in 1934 in connec
tion with the Bowley-Robertson enquiry. On both occasions, it was 
felt that the living conditions and standards of consumption differed 
so fundamentally in the various regions of the country that a· single 
cost of living index compiled for any special purpose was likely to be 
misapplied to other purposes and the proposal was, therefore, 
dropped. , 

14. The unsatisfactory position of the existence of a large number 
of cost of living index series, which had started at widely different 
po~nts of timE>. was also commented upon by the Rau Court of En
qUiry and with a view to rectifying this state of affairs, a wholetime 
organisation was set up in 1942 under the Labour Department of the 
Governmt-nt of India. This organisation was assigned the v:ork of . 
the preparation of a uniform series of index numbers for nearly 30 
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centres in the various provinces after completing enquiries in regard 
to the budgets of the worKing class families. The series that they 
prepared in subsequent years related to 1944 base. 

15. In January, 1947, it became necessary in connection with the 
recommendations of the Central Pay Commission to work out an all
India working class cost of living index with a pre-war base. A prac
tical difficu\ty arose in the way of utilising. for this purpose the 
uniform series prepared on the 1944 base for linking the series on the 
1944 base with the earlier provincial series and shifting the base to 
1939 would have meant considerable delay. For the occasion, there
fore, the then existing provincial series were accepted and an all
India figure was built up from the indices relating to the following 
localities:-

Bombay 
Madras 
Kanpur 
Calcutta 
Lahore 
Nagpur. 

The all-India cost of living index figures thus prepared on the 
pre-war base (i.e. August' 39=100) show the following results:-

1944 258 
1945 263 
1946 272 
1947 (January) 285 

To meet our requirements, the Central Statistical Office have re
cently worked out the All India cost of living index series for subse
quent years on the same basis, substituting Delhi f.or Lahore, wh~ch 
is no longer within India, and the result is shown m the followmg 
table:-

1947 (annual average) 307 
1948 -do- 345 
1949 -do- 350 
1950 -d~ 348 
1951 -do- 367 

1951 January 349 
February 355 
March' 359 
April 363 
May 367 
June :l.73 

July :rio 
August 376 
September 372 
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October 372 

November 374 

December 369 

1952 January 363 

February ~57 

March 348 

April 357 

May 353 

June 358 

16. Independently, arising from a question in the Legislature in 
. 1949, we understand that it was decided to examine the possibility 

of constructing a more broad-based index which would take into 
account the further material that had since become available. We 
believe that this examination is now complete and the position is 
that an All-India index number could be prepared on the revised 
basis from uniform individual indices for as many as 24 centres, 
taking as base the calendar year 1944. The averages computed on 
this basis and made available to us for the purpose of our enquiry 
are as follows:-

1944 100 

1945 100 

1946 106 

1947 120 

1948 134 

1949 138 

1950 138 

1951 144 

1952 January *142 

February *140 

March *135 

April *141 

May *140 

June *140 
(• Provisional) 

17. During the course of the examination of the ·written as well 
as oral evidence, we have observed that many unions have referred 
to ~he wholesale price index and certain other cost of living index 
senes. 
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18. ~o far as the index number of wholesale prices is concerned, 
it has been urged that retail prices follow wholesale prices, and the 
cost of living, depending as it does upon retail prices, must neces
sarily follow wholesale prices. The wholesale price indices cover 
78 commodities divided into five major groups comprising food 
articles, manufactured articles, semi-manufactured articles,. 
industrial raw materials and miscellaneous items. The cost 
of living index, however, comprises food articles, fuel and lighting·,. 
house rent, clothing and miscellaneous items. The ~eightage given 
to the commodities that go to form the wholesale price number is 
different from that given in the construction of the cost of living 
index. It would, therefore, be fallacious to argue that merely 
because there has been an increase in the index number of wholesale 
prices, there must necessarily be an increase of the same order in the 
cost of living index. 

19. As regards the cost of living figures quoted by various organi
sations, they explained that the absence of any published All-India 
cost of living index figures had made it necessary for them to adopt 
either the local provincial series or to construct some sort of series 
of their own from the wholesale price figures and other material that 
they could lay their hands upon. 

20. We have given careful thought to the need for the preparation 
of a suitable all India cost of living index. We understand that the 
position in U.K. is that there is only a national index. In the U.S.A., 
however, there are separate city indices (as in India), but a national 
index is constructed by a combination of the city indices. It has been 
brought to our notice that in U.S.A. (which is bigger in area than 
India and which has a considerable degree of heterogenity in condi
tions), the position at the end of March, 1951 was that nine-tenths 
of the labour-manag·ement agreements providing for wage adjust
ments (covering about 3 million workers) were based on the national 
index, and only the remaining one-tenth on individual city indices. 

The Central Pay Commission based their recommendations 
regarding pay and allowances on an All-India index. We have also 
found during our itinerary that the need for such an All-India index 
has been felt by those who came to tender evidence before us. We, 
therefore, consider that an All-India cost of living index should be 
prepared and published by a competent body. 

21. For the purpose of our enquiry, it is necessary to adopt a 
national index as the dearness allowance is granted at a uniform 
rate throughout the country. As stated in para. 15 supra, the Central 
Pay Commission had based its r~mmendations on an All-India cost 
of living index. By constant usag~ by various official and non-offici_al 
bodies, the index with a pre-war base adopted by the Pay Commis
sion has since then become well-known and well underiitood. From 
a practicp.l point of view, therefore, we consider that we should 
:ldhere to the same series. It mav be mentioned that although the 
index adopted by us has a pre-war base, there is only a very smal1 
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divergence between this series and the series on the 1944 base, 
referred to in para 16 above, as indicated below:-

Year 

1947 (annual average) 
194B Ditto 
1949 Ditto 
191i0 Ditto 
1951 Ditto 

1952 January 
February 
March 
April 
May 
June 

All India 
C.L.I. (base 

1939) 

307 
345 
3.jQ 
348 
367 

363 
357 
34B 
357 
358 
358 

Proposed AI 1 
India C.L.I. 
with 194-i base 
(shifted to '39) 

310 
346 
356 
356 
371 

366 
361 
348 
364 
361 
361 

In the circumstances, we have adopted the All-India cost of living 
index (with base as August, 1939) that h~s been referred to by the 
Central Pay Co.mmission in its Report. (The actual figures printed 
in their Report are subject to an increase of 25 points as accepted by 
them later in correspondence with. the then Finance Pepartment of 
the Government of India-vide pp. 400-402 of the Report). 
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CHAPTER III 

Pay and Dearness Allowance ·of Central Governme:1t Servants 

23. The present scheme of pay and dearness alle:J\van .e applicable 
to Central Government servants are based l<><r1?;2ly en the recom
mendations of the Central Pay Commission. The main features of 
the sch~me in regard to the pay and dearness allowance obtaining 
in the lower pay groups are briefly indicated below. 

24. The Central Pay Commission recommended a minimum basic 
rate of pay of Rs. 30 p.m. for a cost of living index of 185-200, 
taking the pre-war base of August 1939 as 100, and this formed the 
basis on which the pay for the higher grades was fixed. In addition, 
they also recommended the grant of dearness allowance when the 
cost of living index stood substantially higher than 185.:.-200. 

The new rates of basic pay provided for a considerable measure 
of improvement over the earlier rates of pay, as will be seen from 
the comparative table given below which gives certain typical scales 
of pay in the lower pay groups : 

Category of posts 

1. Gangme•. 
E.I. Railway 
G.I.P. Railway· 
1\I.S.l\I. Railway 
S.I. Railway 

2• Fointstnen. 
E.I. Railway . 
G.I.P. Railway 

1\I.S.M. Railway 
S.I. Railway 

3. Blacksmiths. 
E.I. Rt~ilway 

G.I.P. Railway 

l\I.S.l\1. Railway 

S.J.Railwu.y • 

l. Ticket OIJllcctors. 
E.I. Railway . 
G.I.P. Railway 
:M .8.)1. Railway 
S.I. Railway 

TABLE No.1 

Pr~C.P.C. scales C.P.C. scales 

Rs. 

11--!--17 • . . 1 
12-1--16, 15-~--18, 18-1--23 ~ 
13--!-16--j--18 . J 30-l-35. 
12-l/2~14 . . 

14-1-19 . . . 
12-1-16, 14--1-19, 18--1 

--23, 15-1-20, 20-1--
26. 

13--l--16, 16--1-18. 
12--1--15, 15--j--18. 

\ 
1~35--t-50 

J 40-1-50--2-60. 

22--1--28,30--1--40,44--2 1 
--60. 

40--3-58--4--62, 34-4-- • 
38--2-40--3-46. 55--3-85-4-

21-1}-30, 32-2-40, 42!- 93-EB-4-125--5 
21-55. J 130. 

0-12-8 toRs. 2 per day 

30--3--4-"iii-60 . } 
30-4-50 55--3--85--EB-4--
32-2--40 . . . . 125-5--130. 
35-j-37-1~--40, 44-4/2- J 

60. J 
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Category of posts 

:1. CIH'k8. 
E.l. Railway 
G.I.P. Railway 
111.1').;1[. Hailway 
S.I. Railway 

e. Felli1S. 

SP~retariat aml Attached 
Offices • 

Cu~toms Department, Bom
bay 

Income Tax Department, 
Bombay 

Income Tax Department, 
C.P. 

'7. Jrmuulars, Havildo.r3 lie. 
Se<'retariat and Attached 

Pre-C.P.C. scales 

30-:J-4~5-60 
0.5-i0-i.5 
51!-!?!-iil 
44-4,2-60 . 

14, 15, 16 

24-1/.i-2!'1} 
20-1;5--25 

13, 12, 10/8 

11-1/5-15 

Offices , R~. 19 

Custoroll Department, 
Bombay 

Rs. 31
) } 

26-115-28 
24-l/5-25 

8. Daftries &: Record Sorters. 
Bombay Customs Depart-

ment 30-1-40 
Madras Customs Depart-

ment 21l-l-26l-2/2-32l. 
Income Tax Department, 

Bihar . 13, 14 • 

9, lou•Esl CIMiral Grades. 
Income Tax Department, 
Madras 30-3,'2-45-2/2-55 

Income Tax Department, 
Bihar & Ori~sa 30-3-60 

Income Tax Department, 
Assam 55-3-100 

10. Poslmtn. 
Bombay 
Calcutta 
Nagpur 
Punjab 

11. Hwd POJJtmtn, 
Bombay 
Madras' • 
Delhi 

24-l-34 
24-l-34 
22-l-32 
18-{-28 

35-2-55 
35-2-55 
3.>-2-55 

.. 

C.P.C. scales 

I 
I 64-4-120-EB-5-f 170 

30-j-3;) 

30-l--3.} 

30-l-3.) 

30-l---3;} 

• 3.}-1--50 

35-1--50 

~ n,,,,,,., ,_, ___ , 

J Record Sortera: 
40--l-50-2-GO 

55-3-85-EB--
4-125-5-130 

Ditto. 

Ditto. 

1 
/55-3.--85 

• 60--4-120--EB---5-
170. 

From the table given above it may be observed that in 1939 the 
minimum pay was in many cases in the neighbourhood of Rs. 11 or 
Rs. 12 p.m. As against this, a minimum pay of Rs. 30 has been 
fixed on the recommendations of the Central Pay Commission for 
a cost of living index of 185-200. This means that for a rise of 85 
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to 100 per cent. in the cost of living, an increase of about 160-17() 
per cent. in the minimum basic pay has been allowed. 

25. In the preceding paragraph, we have dealt with the changes 
introduced in the pay of Central Government servants in lower pay 

·groups. We now give briefly the basic features of the present. 
system of dearness allowance which, as stated earlier, is largely 
based on the recommendations of the Central Pay Commission. They 
are as follows:- · 

(a) Government servants up to a pay of Rs. 1,000 have been 
put into different pay groups. 

(b) For each pay group, a specified amount of dearness allow
ance has been laid down which varies with the rise or 
fall of 20 points in the cost of living index. Also, the· 
amounts are larger for the higher pay groups. 

(c) For married Government servants drawing pay exceeding 
Rs. 1,000 but not exceeding Rs. 2.000, dearness allowance 
is granted at 10 per cent of an officer's pay, subject 
to a maximum of Rs. 150 p.m. 

In regard to the question of an increase in dearness allowance 
consequent on a rise in the cost of living referred to at (b). above, 
the Central Pay Commission had recommended specific rates of 
dearness allowance up to the level of 305 points, which provided 
for an increase of Rs. 5 in the lowest pay range for a rise of every 
20 points in the cost of living index. They had also recommended 
that similar progressive increase.s should be given for further rises 
in the cost of living. 

26. The present rates of dearness allowance admissible to Central 
Government servants in the lower pay groups are as follows: 

Scale of pay 

Rs. 
30-35 
35-50 
40-60 
55-85-105 
55-130 
60-75-105 
60-150 
80-220 •. 

100-160 
100-300 
160-300 
200-250-300 

TABLE No.2 

Dearness allowance in 
each pay group 

Rs. 

40p.m. 
40p.m. 
40 to 50 p.m. 
50 to 55 p.m. 

Do. 
Do. 
Do. 

50 to 65 p.m. 
50 to 60 p.m. 
50 to 65 p.m. 
60 to 65 p.m. 
60 to 65 p.m. · 

NoTE.--The employees are in addition entitled to house rent and compensatory allow• 
ance in Bombay, Calcutta and other spo'lcified costly towns. 
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27. We would at this stage like to make certain general 
()bservations:-

(a) The Central Pay Commission's formula provides for an· 
automatic increase in the dearness allowance for a rise 
of every 20 points in ·the cost of living index without 
any ceiling limit. So far as we are aware, in no country 
is there a system which provides for an automatic 
adjustment in the wages of Government servants conse
quent on variations in the cost of living. When a 
substantial rise in the cost of living occurs, suitable 
increases in emoluments are granted to government 
servants, particularly in the lower pay groups consistent 
with the financial resources of the country. 

(b) The Central Pay Commission considered as reasonable a 
minimum basic rate of pay of Rs. 30 p.m. for an index 
of 185-200 and a grant of Rs. 5 as dearness allowance 
for a rise of every 20 .points above this number. The 
grant of Rs. 5 for every 20 points amounts to a little 
more than full neutralisation of the rise itl the cost ol 
living for the lower income groups and to that extent, 
it meant an improvement in the standard of living. 
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CHAPTER IV 

Consideration of the question of stabilisation in the cost of living 

28. Having examined the factual data in regard to the subject 
under enquiry, we now proceed with the consideration of the ques
tion as regards the level at which the prices are likely to stabilise·c 
in the foreseeable future, as referred to in the term of reference. 

29. Various representatives of the Unions of Central Government 
employees all over the country assisted us in this matter by giving 
us their considered views which they had formed in the light of 
their ·interpretation of the local and internal conditions in India as 
well as the probable effect of external economic forces. 

30. In' reply to the first question of the questionnaire issued by 
us, a majority of the Unions expressed the view that there was no 
reasonable possibility of the price level stabilising in the foreseeable 
future. 

31. In r~gard to the question whether the prices have reached 
the peak level and would progressively move down, many of the 
Unions expressed the belief that there was little chance of prices 
going below the present levels. Whilst some of the Unions were 
emphatic in their view that the peak had not yet been reached, 
others felt that there was little likelihood of prices going up further. 
Some of the representatives pointed out that there would be no 
decrease in the cost of living until the schemes now _being intro
duced under the Five Year Plan . started bearing fruit. In their 
opinion any fall in the cost of living would come about, if at all, 
only after about five years. 

32. In considering this matter, it may be mentioned that practi
cally all those who tendered evidence before us felt that it was 
extremely difficult for them to say at what level the cost of ·living 
would stabilise itself. We have ourselves given a good deal of 
thought to this problem and consider that the determination, with 
any d':!5ree of accuracy, of a level at which the cost of living 
woulci stabilise is not possible in the present context of conflicting 
econor11ic forces. In these circumstances, we feel that from a practi
cal point of view we should, for the purpose of th;s enquiry, be 
guided by the consideration as regards the level below which the 
cost of living index is not likely to go down. 

33. We have considered very carefully the views placed before 
us by the representatives of the Unions. It seems that they have 
taken an unduly pessimistic view of the future economic situation 
in the country. We find that in the last few decades there .have 
been cycles of rise and fall in prices with a ·progressive upward 
trend. The Pay Commission, which considered this matter in 1947, 
had felt that taking the pre-war index as 100, there was a reasonable 
possibility of the prices stabilising at a cost of living index of 
185-200. Since t11e time the Pay Commission reported, the effects 
of partition in 1947 and derationing of food articles in 1948 in the 
internal sphere, and the strained international situation and the 
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Korean War in 1950-51 in the external sphere had. given an impetus 
to the factors which tend to raise the cost of living. The cost of 
living continued to rise throughout the years from 194:7 until the 
middle of 1951. 

34. From the middle of 1951 the cost of living has steadily begun 
to recede. Assuming that no untoward events occur in the .inter
nationG~l field, and that internally the various development schemes 
are executed according to plan, there would be reasonable gr9unds 
to believe that the cost of living would further r~cede. In the mter
nal economy of the country, indications are not wanting that. the 
Government and the people are embarking on activities which would 
contribute to the success of a planned progressive economy. For 
example, the various multipurpose river valley projects and other 
coordinated schemes embodied in the Government's Five Year Plan 
would, in our opinion, help to bring about a distinct improvement 
in the production and availability ot food stuffs and other essential 
semi-manufactured and manufactured commodities. The result of 
these factors would undoubtedly be a reduction in the cost of living. 

/ 

35. We have also had the advantage of obtaining the considered 
views of various Economists and non-officials. Notes on this subject 
by Professor D. R. Gadgil, Director of the Gokhale Inst:tute of 
Economics and Politics, Poona, and Dr. V. K. R. V. Rao, Director of 
the Delhi School of Economics, are given at Appendices IV and V 
of this Report. 

36. Dr. Gadgil has, in his note, analysed in considerable detail 
the trend of prices in various countries since the First World War. 
He has observed that if this history is any guide for the present 
situation, the prices now ruling will normally not go back to the 
1939 level. He has also expressed the opinion that if. the extent of 
fall from the immediate post-war inflation is any 1ndication of what 
may be expected, the fall from the peak level will not be more 
t~an 40 per cent. It will be seen from paragraph 15 above that the 
h1ghest annual average in the all-India cost of living index was 367 
in 1951. A drop of 40 per cent on this figure would give an index 
of 220. In discussion, however, Dr. Gadgil pointed out that after 
the last War the general emphasis of all Governments has been on 
anti-cyclic and full employment policies which would. tend to limit 
the downward movement in prices and therefore the fall was likely 
to be less than 40 per cent of the peak level. Taking these circum
s~ances mto account he felt that it might be held that the cost of 
ltvmg would not go below the index figure of the order of about 275. 

37. We have als? noted that in Dr. Rao's opinion it was unlikely 
that ti:e cost of hvmg would go below the levels obtaining in Janu
ary, 1H7. At that t1me the all-India cost of living index stood at 
285. 

, 3?. From the evidenc_e made av~ilable to us and also keeping in 
\ 1ew the effect of the 1mpact of mternal and external economic 
forces we do no~ _think that the cost of living is likely to go down 
to the level ant1c1pated by the Central Pay Commission. On the 
other hand, we believe that it would not remain at the level obtaining 
at present. 



CHAPTER IV 

39. In this connection, it has to be borne in mind that the pay 
<>f a Government employee, as distinct from .dearness and other 
.allowances, forms a stable part of his emoluments and is not ordi
narily reduced. At times of revisions of pay, Government have in 
the past invariably protected the existing incumbents in respect of 
their higher rates of pay. Accordingly, we feel that we would not 
be erring if we exercised a certain measure of caution in determining 
the level below which the cost of living index was not likely to fall, 
noting particularly that the total quantum of emoluments would not 
be affected. 

40. In the light of these considerations, we are of the opinion 
that for our purposes we should assume that the cost of living index 
would not fall below the range of · 265·- 284, taking the pre-war 
index to be 100. · 
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CHAPTER V 

Recommendation as regards portion of dearness allowance t~ be 
treated as pay 

I 

41. In the last chapter -we have taken the view that we should 
proceed on the assumption that the cost of living index was not 
likely to go below the range of 265-284. We now come to the 
question of determining the measure- of dearness allowance that 
should be treated as pay. 

42. The representatives of the unions who tendered written and 
oral evidence before us have not been uniform in their demand ·in 
this matter. Proceeding on the basis that the present cost of living 
index would not in any case recede, many of them have demanded 
that the full extent of the existi~g quantum of dearness. allowance 
should be treated as pay. Others have submitted claims for a more 
moderate measure of conversion of dearness allowance into pay. 
Their proposals cover varying percentages of the present dearness 
allowance granted by Government and are generally in a diminishing 
sliding scale for the higher pay slabs. The majority of the unions 
were in favour of fixing a maximum limit of pay range up to which 
dearness allowance should be treated as pay. 

43. The representatives of the State Governments ·who assisted 
us in our deliberations, were generally not in favour of any portion 
of dearness allowance being treated as pay at present. They felt 
that even the existing scales of pay granteJ by the Central Govern
ment on the basis of the recommendations of the Central Pay 
Commission were generous vis-a-vis the pay allowed by the State 
Governments to their own employees. We have, in this connection, 
called for up-to-date information in regard to the pay and dearness 
allowance granted by the various State Governments. From such 
information as has been received by us, we find that the rates vary 
from State to State and are generally lower than those granted by 
the Central Government. The information collected has been 
reproduced in the table below:-

State Government 

1. Assam 

2S2 Y or F-2 

TABLE No.3 

Miriimum 

Categories 

2 

Peons 
L.D. Clerks 

Do. (Sectt.) 

17 

pay and dearness allowance 

Pay Dearness 
allowance 

3 4 

Rs. Rs. 

22 
50 
65 
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Minimum pay and dearness allowance 

State Government 

1 

2. Bihar 

3. Bombay 

4. Madras 

5. Orissa 

6. Punjab 

7. Uttar Pradesh 

8. Hyderabad • 

9. Rajasthan 

Categories 

2 

• Peons 
Clerks . , • 
Lower Divn. Assistants 
Do. (Sectt.) . 

Upper Divn. Assistants 

Peons . . 
Clerks (Mofussil) 
Do. (City) 

Head Clerks . 
Supdt. (Mofussil) • 
Do. (City) 

Junior Assistants 
Senior Assistants 
Co-op. Officers 

• Peons . • 
L.D. Clerks , • 
U.D. Clerks (Grade I) 

Do. (Grade II) , 
Manager, Court of Wards 

Class IV 
Class III 

• Peons • • • • • 
Junior Clerks in Class I offices • 

Do. 
Teachers . . • 
Assistants in Class II offices 
College cadre , • 
Assistants in Class I offices 

Peons • . 
Head Teachers 
Clerks . • . 
Statistical Assistant 
Head Clerks . • 
Lower Divn, Assistants 
Superintendent 

Peons . 
Clerks . 
U.D.Clerk , . 
Ministerial (Grade I) 

Peons • • 
L.D. Clerks • 
U.D. Clerks • 
Superintendents 

10. Travancore-Cochin Peons • • 
Clerks (Routine) 
L.D. Cll!rks ·• 
U.D. Clerks • 

18 

Pay Dearness 
allowance 

3 4 

Rs. Rs. 
22! 17! 
50 20 
70 28 
75 30 

250 50· 

35 35 
46 3& 
75 45 

150 5(). 
200 55 
250 6() 
120 50 
210 60 
200 50 

18 18 
45 22 
80 24 
80 24 

300 171% 
ofpay pluB 

Rs. 6. 
16-34 19 
40-155 19-24. 

20 30 
60 40 
50 30 
90 40 

116 40 
150 40 
150 4J} 

20 2~ 
45 2() 
60 25 
75 25-
80 25 
80 25 

200 35 

25 18 
55 28 

125 35 
200 .35 

25 15 
50 20 
75 25 

150 30 

20 22 
30 27 
45 27 
80 33 
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Minimu:n pay and dearness allowance 

St>t.te Goverhmt:mt Categories 

1 2 

11. Bhopal • Peons . • . 

• 

12. Delhi 

Lower Division Clerk 
Do. (Sectt.) 

U. D. Clerk • • 
Do. (Sectt.) 

Head Clerks . • 
Superintendent (Sectt.) 

Peons • 
Junior Clerks 
Senior Clerks 
Assistants 

13. Himachal Pradesh Peons . 
Junior clerks 
Senior clerks . 
Superintendents 

14. Saurashtra Gov. Peons . 
ernment. Clerks . 

Senior Clerks 
Head Clerks • 
Police Inspector 
Superintedent 

15. Tripura , Peons • 
Clerks . 
Ministerial 

Pay r>eame. 
allow-

3 

20 21 
4.5 33 
50 33 
80 33 

!1) 33 
150 33 
200 35 

30 40 
55 50 
80 50 

160 60 

20 40 
55 50 
80 50 

150 55 

22 30 
40 30 
75 40 

125 40 
150 40 
180 45 

20 30 
55 40 

150 45 

The State Governments stressed that having regard to the present 
state of their finances, they were not in a position to increase the 
pay of their employees, and they were therefore· reluctant to see a 
further widening of the gap. 

While appreciating the difficulties of the State Governments, we 
find that this matter was fully considered by the Central Pay Com
mission before they decided to recommend uniform scales of pay 
for all Central Government employees without linking these scales 
to the scales of pay allowed by the State Govemments. The 
Commission's views in this matter, which were accepted by the 
Central Government in 1947, are contained in para 41 of their 
Report and are reproduced below:-
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"Central Service scales and Provincial Service scales.-It has 
never been doubted that there should be all-India scales 
for the higher grades of officers belonging to the Central 
Service and also for officers who are liable to be 
transferred to any part of the country. It has also been 
agreed that in the case of such officers the scales of pay 
should be so fixed as to allow for the greater expendi
ture that they might be obliged to incur as a result_ of 
their transfers. They may often be obliged to maintain 
more than one establishment or leave their children in 
a different pla<:e from their own station for purposes of 

- education. Account must also be taken of the expenses 
they may have to incur in vis~ting their homes and 
near relatives from time to time. It has been rightly 
insisted on that public employees in the lower levels of 
pay should as far as possible not be transferred out of 
their Provinces. Public servants who though belonging 
to the Central Service are not expected to be tral1'Sferred 
out of the Provincf's where they enter service do not 
stand on the same footing as transferable officers. 

'l'hree views have been put forward in respect of the pay 
scales to be fixed for non-transferable employees.-(i) 
that there should be uniform all-India scales even for 
such people,· allowance being made for the higher- cost · 
of living in certain places in the form of "local allow
ances". This expression "local allowances" is ambiguous. 
It may mean local allowances for costly cities like 
Bombay, Calcutta, etc.; th:& will be one thing. It may 
also signify local allowances for large areas or even for 
a :whole Province, as for instance when such allowance 
is claimed on the ground that life in the Punjab is more 
costly or the standard of living there is higher than in 
Bihar or in Madras; this is a very different thing. It 
is analogous to the zonal system adopted by the Posts 
and Telegraphs Department. The local allowances we 
intend to provide for are allowances only of the former 
kind, that is, for specially costly cities. (ii) another view 
is that the pay of Central servants serving in the 
several Prov:nces sr.ould be identical with or bear as 
close a relation as possible to the same category in. the 
same area. This is the view favoured by the Provincial 
administrations. (iii) a third view is that Central scales· 
should generally be somewhat higher than Provincial 
scales so as to attract a better type of recruits to the 
Central Services. Provincial administrations seem to 
feel that this last course will place them at a disadvan
tage, especially in recruiting technical personnel for 
their post-war projects. · 

Many witnesses stated that the economic levels and the finan
cial resources of the different Provinces differ· so widely 
that it would be unwise to insist on uniformity as between 
Central scales and Provincial scales of pay. Whatever 
might have been the position in the past, conditions 
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ex:sting today do not justify the view that the cost of 
liviJJ.cr differs very much between one part of India and • 
another, apart fro:n particular citie_s.. But it seems to 
be true that by a continued trad1t10n, standards of 
living are much lower in certain parts of the country 
than elsewhere. In certain areas, educated men were 
available for Government service in much larg~ numbers 
than in other parts of the country and the Government 
of the day took full advantage of the law of demand and 
supply to keep down the salary levels in places where 
recruits were available in large numbers. In· the same 
way, local differences in the wage levels of the working 
classes were reflected in the pay of the lower grades 
of the services. It is no part of our function, nor does 

• it lie in our power, to bring about uniformity as between 
different Provincial Governments in respect of their 
scales of pay to their own employees. But it has been 
strongly pressed on us that the Central Government 
should not take advantage of these circumstances in 
determining the scales to be fixed for its own employees 
working in different Provinces. We concur in this view .• 
Subordinate officers belonging to Services which are orga
nised in circles (not always coterminous with the boun
daries of Provinces) must a fortiori be governed by the 
same principle." · 

44. So far as the private sector is concerned, the conditions of 
service, the prospects of advancement, the security of tenure etc. of 
the employees in this sector are so widely different from those 
applicable to Government servants that no proper comparison between 
the emoluments or retirement benefits of the two categories of 
individuals really lies. Moreover, the quantum of total emoluments 
granted in the private sector varies from industry to industry and 
place to place. The basic pay of the employees has been fixed in 
the various industries by agreement with the management or by 
inqustrial tribunals etc; as regards the dearness allowance, the posi
tion has been summed up in para 43 of the Report of the Committee 
on Fair Wages, 1949, which reads as follows:- · 

"As regards the quantum of relief to be granted to wage earners 
to meet the burden of the increased cost of living, the 
practice varies from trade to trade and centre to centre 
in this country. The Bombay Industrial Court, in their
award dealing with the cotton textile mills, have laid 
down that employees in receipt of the lowest wage should 
be compensated to the extent of 90 per cent. of the 
tise in the cost of living and that other employees should 
be paid at the same flat rate. In the Ahmedabad cotton 
texWe industry, however, the President of the Industrial 
Court has laid down that a worker should be compen
sated for increase in the cost of living to the extent 
of 100 per cent. of the rise. In that case also the 
dearness allowance payable to higher categories is at 
the flat rate applicable to those of the lowest category. 

21 



CHAPTER V. 

In Madras on the other hand, the extent of neutralisa6 

tion of the rise in the cost of living varies from 60 to 
72 per cent. from centre to centre and is given at a flat 
rate for all employees." 

D 

45. In the earlier chapters of this Report, we have recorded the 
various reasons which we have taken into account in arriving at 
the conclusion that the appropriate level below which the All-India 
cost of living index is not likely to fall, should be taken as 265-284. 
We find that for the index figure of 2651 the Central Pay Commission's 
formula allows Government employees in the lowest pay group a 
dearness allowance of Rs. 20 and this amount remains unchanged 
until the cost of living index goes above the index of the next slab 
ie. 285. We, therefore, consider that for employees in this pay group,' 
a sum of Rs. 20 which represents 50 per cent. of the present dearness 
allowance of Rs. 40 p.m. should be treated as pay. We feel that this 
would afford a fair measure of relief to the employees in the matter 
of pension, provident fund and gratuities, which constitute the main 
benefits that will arise from our recommendations, without at the 
same time causing a serious strain on the country's financial resources 

• and imposing an unjustifiable burden on· the tax-payer. 

46. As regards the higher pay groups, we have considered the 
percentage of the dearness allowance that should be treated as pay 
and also the highest pay range upto which this should be applied. 

So far as the latter point is concerned, the consensus of opinion 
that we have collected has been that our recommendations need not 
be extended to officers receiving high salaries. We ourselves subs6 

cribe to this view and consider that our recommendation should apply 
· to those in receipt of a pay not exceeding Rs. 750 p.m. 

As regards the quantum of dearness allowance to be treated as 
pay, we are in agreement with the view generally expressed that the 
largest measure of benefit should be given to those in the lowest pay 
group. Ordinarily, therefore, we would have been inclined to suggest 
a diminishing percentage for the higher pay groups. We find, how
ever, that the dearness allowance given at present to the higher pay 
groups already bears a diminishing percentage to the pay. We also 
observe that although the employees in the lowest pay groups were 
given increases in dearness allowance in the past, those in higher 
pay groups either received no increases at all or, upto certain pay 
limits, only a proportionately small measure of increase. Taking 
these factors into account, we recommend that the same percentage, 
as applied in the lowest pay group, should also be applied to 
employees in the higher pay groups upto a pay of Rs. 7.50 p.m., 
namely, that 50 per cent. of the dearness allowance drawn at present 
might be treated as pay. • 

47. In this connection, it may be of interest to see the following 
table which shows the percentage increase in the element of pay 
at the minimum stage of the various scales of pay applicable to 
employees in the lower pay groups, consequent on the acceptance of 
our recommendations. 
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TABLE No.4 

D.A. on mi· Percentage 
nimum pay increase in 

Categories Minimum that will be element of 
pay treated as pay 

pay 

2 3 4 

Hs. Rs. Rs. Rs. 

30-35 (Peons) Malis P.&.T. Runners} 30 20 67% 
Railway Gunmen 

50% 40-60 Pointsman . 40 20 

55-130 L.D. Clerks; Typists; Telephone I 
55 25 45% Operators, Comptometer Op· ~ 

erators, Railway Ticket Coli· J 
ectors. . 

25 42% 60-150 (Commercial Clerks) 60 
64-170 (Station MBBters) , 64 25 39% 
80-160 (Train Examiners) 80 25 31% 
80-220 (U.D. Clerks) • , 80 25 31% 

100-160 (P&T Time Inspectors) • 100 25 25% 
120-220 (Head Clerks) 120 27! 23% 
120-300 (Teachers) 120 27! 23% 

From the above table it will be seen that so far as the lowest pay 
group is concerned, our recommendation would have the effect of 
increasing the element of pay by about 67 per cent. For class Ill 
employees, it would have the effect of increasing the element of 
pay by about' 45 per cent. 

48. Before closing this chapter, we should like to make a sugges
tion and commend it to the Government f0r acceptance. 

We have observed that the Government accepted the grant of 
dearness allowance at the rates suggested by the Central Pay Com
mission for the index figure of 285. In accordance with the Pay 
Commission's formula, these rates would continue to hold good until 
the index figure reached 305. When the cost of living index crossed 
this figure and prices started rising, the Government found itself 
unable to grant dearness allowance in accordance with the Central 
Pay Commission's formula. To alleviate the hardship caused to 
its employees, it gave two ad hoc increases in dearness allowance 
to those in receipt of pay not exceeding Rs. 300. The representatives 
of various unions who g·ave evidence before us stressed that these 
ad hoc increases were both inadequate (according to the Pay Com
mission's formula) and belated. They also argued that the ad hoc 
increases should not be reduced. In the event of a fall in the cost of 
living, a reduction in the dearness allowance seems unavoidable. 
However, we fe:el that a reduction should come about only when the 
fall in the cost of living is fairly substantial and is not purely of a 
temp~rary nature. This would afford a certain degree of stability 
even m the fluctuating element of their emoluments and would give 
them a reasonable sense of security. Having regard to the cir
cumstances in which the ad hoc increases were given, we would 
recommend that these ad hoc increases should not be reduced until 
the All-India cost of living index reaches the figure of 305. 
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Other Recommendations 

49. The term of reference to us states that we are to advise Gov
ernment on the portion of dearness allowance that should be treated 
as pay. The representatives of some of the Unions desired to. 
know whether the portion of dearness allowance that should be 
treated as pay would be merged in the existing pay scales, and 
thought that, if this was done, a number of anomalies would arise. 

We have given very careful consideration to this matter. The· 
scales of pay cannot be altered by merely adding the approved per
centage of the dearness allowance to the minima and maxima of 
such scales. In fact, if the ~pproved percentage- of dearness allow
ance were to be merged in the pay scales, a radical recasting of 
the entire existing structure of pay and dearness allowance would be 
necessary. From the wording of the term of reference it is clear that 
it is not the intention of Government that such a revision should 
be undertaken. In fact the object in view would be fully achieved_ 
in a simple manner by keeping the present basic pay and dearness 
allowance separate, but indicating what portion of the latter should 
be treated as pay. 

50. Apart from benefiting Government servants in regard to their 
pensions, provident funds and gratuities, the addition of a certain 
portion of dearness allowance to pay for all purposes, as indicated 
in the term of reference, will give the employees certain concessions 
in the shape of increased house-rent and compensatory allowances, 
better rates of travelling allowance, etc. On the other hand, those 
of them occupying government quarters may have to pay increased 
rent. We have examined this matter in considerable detail and, 
keeping in mind the need to obviate anomalies and remove mis
apprehensions that may arise, we feel that we should indicate clearly 
the purposes for which the approved percentage of dearness allow
ance should be treated as pay and the exact manner in which this 
should be taken into account in applying the relevant rules and 
regulations. 

51. The purposes for which the approved percentage of the dear
ness allowance should be treated as pay are indicated below. In 
respect of items for which some clarification or modification is 
necessary, suitable remarks have been given against the particular 
item concerned. 

(a) Retirement benefits: 
(i) Subscription to the contributory provident fund, Govern

ment's contribution thereof and the special contribution. 
(ii) Pension and gratuities. 

it has been urged before us by the Central Government 
employees who are on the verge of retirement that the 
full pensionary benefit arising from our recommendations 
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should be made available to them. We have been told that 
as the pension is calculated on "average emolument::o" (as 
defined in the pension rules) relating to the penod. of 
three years before retirement, the full bene_fit of treatu~g 
a portion of dearness al~owance as pay wrll be felt m 
pension only after a penod of three years from the date 
from which this measure is given effect to. Since the most 
important effect of our recommendation would be to allow 
a higher measure of pension, we consider that the ca~es 
of those who may be retiring within the three years requ1re 
sympathetic consideration. Accordingly, we recommend 
that the "average emoluments" should first be calculated 
under the normal pension rules (excludin:, for the purpose 
of such calculation the element of deafness allowance that 
is treated as pay), ·and the following should be added: 

"After determining the dearness allowance in respect 
of an amount of pay equal to the 'average emolument', 
and taking 50 per cent. thereof as representing the 

- portion to be treated as pay, 

(a) half of such portion should be taken for addition 
to the average emoluments for those retiring 
within one year from the date from which the 
recommendations are given effect to, and 

(b) the whole of such portion should be taken for 
addition to the average emoluments for those 
retiring in the second .or third year after the date 
from which the recommendations are given effect 
to." 

We understand that pensioners drawing pensions up to Rs. 10()
p m. are at present in receipt of small temporary additions 
to pension as an ad hoc measure. For those who would 
benefit from our recommendations, the increases in pension 
would be larger than the temporary ad hoc addition now 
given by Government. In any particular case, however, 
should the temporary addition to pension be more favour
able than the increase in pension that would arise from 
our recommendations, the pensioner should be allowed t() 
draw his pension calculated under the normal rules. 
(excluding the element of dearness allowance that is treated 
as pay) plus the temporary ad hoc addition to pension. 

During our itinerary, we have been approached by a number 
of pensioners' organisations who have represented to us 
on behalf of the low paid pensioners that they might be 
given some relief in view of the present high cost of 
living. We pointed out that this was really outside the 
scope of the term of reference of this Committee. What 
we ~re required to do is to recommend an appropriate 
portion of dearness allowance to be treated as pay. Since 
pension is calculated on pay, only such Government servants 
as would become entitled to a higher element of pay as a 
~sult of our recom~endations. would receive the pen
swnary ~nefit accrumg from these recommendations. 
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(b) Travelling allowance. 
(c) Compensatory aLlowance. 
(d) House rent aLlowance. 

A vast majority of Government servants-are not in occu
pation of Government quarters and such of these employees 
as are working in the costlier cities and towns are entitled 
to a house rent allowance. Our recommendation would 
have the effect of immediately allowing a larger measure 
of this allowance to those whose pay would thereby fall 
in higher groups. It has been brought to our notice, 
however, that Government servants in group 'C' towns 
who ?re not provided with Government quarters and who 
are i1\" r~ceipt of pay not exceeding Rs. 100 p.m. and who 
are entitled to a house rent allowance of Rs. 7 p.m. would 
stand to lose in cases where their pay together with the 
portion of dearJ!ess allowance to be treated as pay exceeds 
Rs. 100 p.m. We have considered this matter and feel that 
while it would be correct to determine the house -rent 
allowance on pay plus the portion of dearness allowance 
to be treated as pay, we would recommend that in the 
case of an employee who is in receipt of house rent 
allowance on the date on which our recommendation is 
given effect to, any immediate drop in emoluments caused 
by the inclusion of the appropriate portion of the dearness 
allowance as pay should be protected by the grant of a 
personal allowance which will be absorbed in increases in 
emoluments consequent on the drawal of increments, 
promotions, etc. 

(e) Recovery of House rent from Government employees in 
occupation of Government· quarters: 
We understand that the number of Government servants 
occupying Government quarters is relatively small, for 
example, on the Railway side about 30 per cent. only are 
provided with quarters. 

Quite a large number of Government servants who are 
in occupation of Government quarters, particularly amongst 
Class IV employees, are not required to pay rent. For 
example, on the Railway side a little more than half the 
number of employees occupying Railway quarters do not 
pay rent. As regards those who are required to pay rent, 
the rules now in force provide that a Government servant 
is liable to be charged either the standard rent of the 
quarter occupied by him or 10 per cent. of his pay which
ever is ]o!';s. It may be mentioned in this connection that 
in the vast majority of cases the amount recovered is 
appreciably less than the standard rent. We understand 
that, taking the case of Delhi alone, the Government is 
incurring a loss of about Rs. 10 lakhs per year, the total 
standard rent being about Rs. 42 lakhs and the rent 
recovered being Rs. 32 lakhs. This would indicate the 
magnitude of the concession involved in recovering rent 
only at 10 per cent. of pay instead of the standard rent. 
Keeping the above consideration in view and al•o bearing 
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in mind that our recommendations will afford benefits to 
Government servants in other directions, we feel that there 
would be very little justification in exempting for the pur
pose of the recovery of rent, the portion of dearness 
allowance to be treated as pay. In order, howev~r, ~o. pre
vent a suddeq drop in the net emoluments of an md1v1dual 
who is occupying a Government quarter on the date on 
which our recommendations are given effect to, we would 
recommend that the additional amount of house-rent to be 
charged on such portion of the dearness allowance as is 
treated as pay should be limited to 5 per cent. instead of 
the usual 10 per cent. This personal concession will cease 
either on promotion or on an individual becoming entitled 
to a Government quarter of a different class. ' 

(f) Computation of leave salary: 
Some of the representatives of the Unions have mentioned 
that the effect of treating a portion of the dearness allow
ance as pay might mean a reduction in the leave salary. 
We consider that this would not be justifiable and, accord
ingly, we recommend that for purposes of computing the 
leave salary, the average pay, half average pay etc. should 
be calculated as at present on the basic pay (i.e. excluding 
the element of dearness allowance to be treated as pay) 
and the dearness allowance should then be determined on 
the amount of average pay, half average pay etc. so arrived 
at. 

52. The recommendations made so far relate to the Central Gov
ernment servants as a whole. It has been brought to our notice, 
however, that there are a few ~ervice conditions which are peculiar 
to the employees of certain Departments and they require special 
mention. 

(a) Piece Workers in Ordnance Factories: 
Some of the representatives expressed a fear that by 
tr~ating a portion of dearness allowance as pay, they 
mtght be adversely affected. From such examination as 
we were able to make of the problem, it appears to us 
that such an apprehension was unfounded. 1t is not our 
intention that our recommendations should affect the 
emoluments of Piece Workers adversely. 

(b) Rail~ay employees who are in receipt of grain shop con
cesswn: 
In regard to such employees, our recommendation is that 
!hey s~ould be eligible to all thn concessions as if they were 
m recetpt of full dearness allow:mce in cash. 

(c) Rail.way employees who are in receipt of Educational 
Asststance: 

The scale of educat~onal assistance admissible to perma
n;nt non-gazetted ~a1lway employees (excluding Class IV), 
"hen an employee 1s compelled to send his child or children 
to a boarding school away from the station at which he 
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CHAPTER VI 

is posted owing to the absence of a school of the requisite 
standard at the statjon at which he is posted, is as follows: 

Pay of employee 

Not exceeding Rs. 100 p.m. 

Rs. 101 to Rs. 200 p.m. 

Rs. 201 to Rs. 300 p.m. 

Limit of assistance 

i of the fees for board 
and tuition. 

! of the fees for board · 
and tuition. 

i of the fees for. board 
and tuition. 

As a result of 50 per cent. of the dearness allowance being 
treateQ as pay, some employees will pass from one of the 
above slabs to the next slab and will thereby be entitled 
to educational assistance at a rate lower than the one 
applicable to them at present. In order to give protection 
against this drop in the quantum of educational assistance~ 
we would make the following recommendation~-

In the case of an employee who is in receipt of educa
tional assistance on the date from which the recommenda
tions are given effect to, the amount of educational 
assistance admissible ~hall, as a personal concession, be 
based on his basic pay (i.e. excluding the portion of 
dearness allowance treated as pay) till such time as his. 
basic pay exceeds the upper limit of the slab in which 
he is on the relevant date. When the limit referred t() 
is exceeded, the portion of dearness allowance treated 
as pay shall be taken into account with the basic pay 
for regulating the grant of educational assistance. 

(d) Running allowances to Traffic and Loco running staff on. 
Railways: 

ln the case of employees who have come on to the 
prescribed scales of pay and the revised running allowance 
rules, the rate of running allowance is based on the grade 
of the employee. In the case of employees who have 
elected to remain on the pre-1931 scales of pay and the 
old running allowance rules, there are however a few 
cases in which the rates of running allowance on the 
Traffic side are based on the pay of the employees. As it 
is the policy of the Government to maintain the status quo 
as far as possible in regard to the old rules which the 
employees may have elected to retain, we consider that it 
will not be appropriate to alter the existing rate of running 
allowance applicable to an employee. We, therefore~ 
recommend that the portion of dearness allowance which 
is to be treated as pay should not affect the determination 
of rates of running allowance under the old running 
allowance rules. 



OTHER RECOMMENDATIONS 

53. We have considered the question of the date from which 
reflect should be given to our recommendati<>ns as accepted by Gov
rernment. The Committee was appointed barely three months ago, 
namely, on tht' 15th of July, 1952, and we accordingly feel that our 
recommendations might be given effect to from that date. 

(Sd.) S. K. MAJUMDAR, 
Secretary. 

4th October 1952. 

(Sd.) N. V. GADGIL 

(Sd.) KHANDUBHAI K. DESAI 

(Sd.) *S. GURUSW AMI 

(Sd.) J. DAYAL 

(Sd.) P. N. SAXENA. 

------------------------------···-· 
•.31':lhct to thJ m"n1te of dissent . 
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MI;NUTE OF DISSENT 

by 

SHRI S. GuRuswAMI 

1. I am sorry to have to disassociate myself from the observations 
contained in Chapter III and paras. 44 and 45 of Chapter V of the 
Report, as they are outside the scope of the Enquiry and are based 
on certain fallacious inferences which have vitiated materially a 
proper consideration of the matter under issue. My colleagues have 
displayed great anxiety to impress that the Central Pay Commission 
scales of minimum pay and Dearness Allowance were excessive. If 
the present enquiry included consideration of this aspect of the 
question, ample evidence would have been forthcoming to support 
t-he other side of the case. 

2. With reference to Chapters IV and V of the Report, I wish 
to emphasise that the two. economists Dr. Gadgil and Dr. Rao gave 
evidence that was not contradictory but was supplementary. The 
evidence of the Government Statistician was to the effect that purely 
from statistical point of view, the probabilities were in favour of 
the living cost stabilising themselves during the next five years at 
the levels prevailing in 1948-49. The I.L.O. Director in his Report 
for 1949 has dr;:l.wi,l attention to the fact that any large scale capital 
construction will have a depressing effect on the standards of living 
of the workers during the construction stage. The Five-Year Plan 
based on estimates at the prevailing prices cannot but have infla
tionary tendency. In the circumstances, there is no warrant for 
assuming that the cost of living index would go down below 1948-49 
levels. From this evidence, I consider there_ is justification for 
absorption of the entire Dearness Allowance as it stood in 1949. 

3. I wish to make certain observations about the cost of living 
indices brought to the notice of the Committee. The discrepancies 
are so glaring that the figures cannot be exempt from the criticism 
made in U.S.A, Great Britain and other countries about similar 
figures. The International Labour Review for August, 1952 mentions 
that serious charges were made that 'the index of U.S.A. Bureau of 
Labour Statistics had under-estimated the rise in the cost of living 
between January, 1941 and December, 1946 by nearly half.' The 
same journal also observes "when Government policy of rationing, 
price control and subsidies are applied, the index may be deliberately 
manipulated. In some countries trade unions have attacked Gov
ernment price policies because they have aimed at stabilising. the 
index instead of the cost of living." I would, therefore, recommend 
the Government should prepare a proper-..cost of living indeJ! in 
consultation wjth I.L.O. experts and organised labour representa
tives to avoid any suspicion of manipulation. 

4. Coming to the specific recommendations made 'in the Report, 
I consider that for purposes of· provident fund and gratuity contribu
tions, there should be full merger of dearness allowance with basic 
pay at all times. This principle is already accepted in the existing 
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legislation relating to provident fund of some 16 lakhs of private 
industrial workers, in the Rules. governing overtime under the Fac
tories Act and in the compensation payable under the Workmen's 
Compensation Act. This is .a matter of vital principle capable of 
easy application. When dearness allowance is varied to adjust 
changes in cost of living, the merged pay can be correspondingly a 
variable quantity. 

5. In regard to pensioners, the recommendations made by my 
colleagues adversely modify the recommendations of the Central Pay 
Commission in paras. 71 to 75 of their Report. I see no justification 
.for such modification and reiterate that the Central Pay Commission's 
formula should be applied in toto. 

6. It is necessary to point out that the percentage of merger of 
dearness allowance with basic pay recommended by my colleagues 
ignores the necessity of granting all consequential benefits such as 
increased dearness allowance on enhanced pay, higher rates of annual 
increments appropriate to increased pay, in the light of the recom
mendations of the Central Pay Commission. This anomaly should . 
be set right by appointing a Tripartite Commission tq go into the 
question of revision of existing pay structure; in the meantime, the 
workers should be protected against any diminution of earnings under 
the present arrangements. I am against 5 per cent. enhancement 
rec~mmended in regard to recoverable house rent, due to any notional 
add1tion to pay pending revision of the existing pay structure. 

{Sd.) S. GURUSW AML 

NEW DELHI. 

4th October 1952. 



APPENDIX I 

(Cf para. 2 of Report) 

PRESS COMMUNIQUE 

In accordance with the announcement of the 9th May, 1952, the 
Government of India have appointed a Committee to conduct an in~ 
vestigation into and advise the Government as regards the exact 
portion of Dearness Allowance now given· to Central Government 
servants that should be treated as pay. · 

2. Shri N. V. Gadgil, Member of Parliament, will be the Chairman 
<>f the Committee. Shri S. Guruswamy, Member of the Council of 
States and Secretary, All India Railwaymen's Federation and Shri 
Khandubhai K. Desai, President, I.N.T.U.C. will be the non-official 
members of the Committee. Shri J. Dayal, Joint Secretary, Ministry 
<>f Finance and Shri P. N. Saxena, Director of Establishment, Railway 
Board, will be the official members. Shri S. K. Majumdar, Deputy 
Secretary, Ministry of Finance, will act .as Secretary to the Com
mittee. 

3. The term of reference to the Committee will be:-

"Taking into consideration the rates of dearness allowance 
that have been sanctioned to date for Central Govern
ment servants, and .the level at which cost of living in~ 
dex figures are likely to stabilise in the foreseeable 
future, to recommend the percentage of the dearness 
allowance now given to Central Government servants 
which should be allowed to be treated as pay for all 
purposes in future, provided that by doing so the present 
total of pay and dearness allowance is not enhanced." 

4. It will be within the term of reference of the Committee to 
-call for information in writing and take oral evidence. The Govern
ment of India would welcome the co-operation of Service Associ
ations and non-official bodies and agencies and hope that they will 
.afford the Committee their fullest assistance in the matter. 

5. In order to enable the Committee to proceed with the consider
ation of the matter as soon as it is constituted, the Chairman· of the 
Committee has decided that the following questionnaire should be 
issued to elicit public opinion. If necessary, a supplementary ques
tionnaire will be issued at a later date. The replies to the question~ 
naire should reach the Secretary of the Committee by the 27th July, 
1952. 

QUESTIONNAIRE 

1: Do you consider that there is a reasonable possibility of the 
price level stabilising in the foreseeable future? 

2. Do you consider that the prices hatre reached the peak level and 
would progressively move down in the foreseeable future? 
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PRESS COMMUNIQUE 

3. If you consider that the price level is likely to stabilise, what 
do you think would be the level in relation to the level in August 
1939 at which this would happen? 

4. In relation to the level at which prices are likely to stabilise, 
do you consider that any portion of the dearness allowance that 
might be treated as pay should be on the basis of:-

(a) a percentage of dearness allowance applicable uniformly 
to Government servants in different pay slabs in which 
the allowance is admissible at present; 

(b) a sliding scale of percentages in relation to such pay slabs? 

5. In the case of item 4 (a) above, what do you consider should be 
the percentage of dearness allowance that should be treated as pay? 

Do you consider that this should be applicable to Government 
servants in all pay slabs in which dearness allowance is admissible at 
present or should this be limited only- to the Government' servants 
on the lower pay slabs. If the latter, what do you consider to be a 
suitable limit of pay above which no part of dearness allowance 
need be treated as pay? 

6. In the case of item 4 (b) above, what do you consider to be an 
appropriate sliding scale in relation to the different pay slabs? 
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APPENDIX U 

(Cf. para. 4 of the Report) 

List of Unions'who replied to the questionnaire andjor gave oral 
evidence before committee. 

State' 

Bombay 

· Gave oral 
Name of Union 

I. G.I.P. Railway Officers' Associa
tion. 

2. Western Railway Employees Asso
ciation. 

3. Central Railway Mazdoor Pan
chayat. 

4. National Railway Workers Union 

5. Lower Gazetted Service Officers 
Association, G.I.P. Ry. 

6. G.I.P. Railway Accounts Staff 
Union. 

7. Barsi Light Railwaymen's Union 

8. Telephone Workers Union 

9. All India Postmen and Lower 
grade (including R.M.S.) Staff 
Union. 

IO .. Indiau Naval Dockyard Workers 
Union._ 

11. All India Association of the Non
gazetted Officers of the Ordnance 
and Clothing Factories and Inspec· 
torateJ, Kirkee, Poona, 

12. Indian Ordnance Factories Super
visors Association, Kirkee, Poona. 

13. Dehu Ammunitions Depot Workers 
Union. 

14. All India Union of EME Super
visors, Kirkee, Poona.. 

15. All India EliE SP Association, 
Kirkee, Poona. 

16. A.D.C. Clerks' Association, Poona. 

17. l\I.E.S. Employees Union, Poona. 
Area. 

18. l\I.T.S.S.D. \Vo'rkera' Union, Poona 

19. C.O.D. Workers Union, Dehu Road 

evidence Remarks 
on 

4-8-52 

5-8-52 

4-8·52 

4-8-52 

4-8-52 . 

4-8-52 

4-8-52 

5-8-52 

5-8-52 

5-8-52 

5-8-52 

5-8-52 

5-8-52 

5-8-52 

5-8-52 



UST OF UNIONS WHO REPLIED TO THE QUESTIONNAIRE.. AND I OR GAVE ORAL 
1' EVIDENCE BEFORE COMMITTEE 

State 

l•ombay (eontd.) 
I 

Gave oral 
Kame of Union evidence Remarks 

on 

20. C.B.R. ~Iinisterial Officers Associa.- 4-8-52 
tion. 

21. All India Federation of Income Tax 4-8-52 
(gazetted) Services Association. 

22. Association of the Gazetted Offi- 4-8-52 
cers of the Income Tax Depart-
ment. 

23. Indian Customs Service Associa
tion. 

24. Bombay Customs Preventive Service ' 
Association. • 

25. Bombay Customs Appraising Staff' 4-8-52 
Association. 

20. Civil Accounts Association 
27. Divisional Accounts Association 
28. Military Accounts Association, 

Poona. 

29. Bombay l\lint Staff Union. • 4-8-52 
30 All India Association of Officers or' 

Class II Services of the Indian Audit 
and Accounts Service. 

31. Security Printing, India Staff 
Association, Nasik Road. 

32. Government Peons & Inferior 4-8-52 
Servants' Union (Central}. 

33. C.P.W.D. Staff Union 4-8-52 
34. Income Tax Department ~on

Gazetted Staff Union, Ahmedabad. 
35. Post-1931 Employees Association, 

P&T, GPO, Bombay. 
30. Overseas Communications Service 

Staff Union. 

37. G.I.P. Railway Labour Union 
38. Bombay Water Workers Union 
39. AU India Trade Union Congress 
40. Hind :!IIazdoor Sabha 

41. Centrtll Excise Employees Union 

4:?. Asso<'iation of Scientific l\'orkere 
Ordnance Estt<blisl.ments, Kirkee. ' 

43. A1umunition F'cctories l\'orkers 
Uni·)n, Kirkee. 

H. OrJn·~nce Ernplo~'OOS rnion, 
Boml>P.v, 'Yadala. 

45. P. & ·T. Administrati\·o Officers 
A SSO<:iation. 

46. l'nion of Posts & Telegr&ph 
Workers. 

47. Bornb11y Postrniln t'nion • 
48. Bombay Pl'lc•sidency Postmen 

& Lower Grodo Stt1ff l'nion. 
49. Goverilment .Medical Store Em

plo~·oos l'nion. 
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State 

1\Iadras 

APPENDIX II 

Kame of Union 

50. South Indian Railwe.y Officers 
Association, Trichinopoly. 

51. Southern Raihn;y Class II Oili· 
cerl! t'nion, l\Jadras. 

Gave oral 
evidence Remarks 

on 

5:?. Southom R~ilwEy Emplo;,;ees' - 21-8-152 
Associution, Tiirubar;.r,J. 

53. Southern Raihny Loco 'Irans-
portation Associt ti<•n, l\J~durai. 

5-l, Sou thorn R e.ilwa y '"orb crs' Cn.ion, 
Golden Rock. 

55. Clerks' Association, Southern 
Railw£y, Trichinopoly. 

56. :M.S.l\1. Rc.ihn.y Chief Auditor's 
Office Clerks' Asoocif.tion. 

57. Cordite Fact01y Labour l:nion, 
Aravankadu. 

58. )ladras Area Military Engineer 
Services Civil Employoos' Union, 
Vish<.kP<patnam. 

59. 515 Comm~nd E.l\l.E. Workshop 
'Workers Union, Bangalore. 

60. AHdi Vehicle Depot Civilian 
Employees l:nion, 1\Jadrrs. 

61. Madras Postal Accounts ,;\Esocia· 
tion. 

62. Madras Customs ~on-gazetted 
Officers' Aasociation, l\Iadr&s. 

63. Madras Centr<ol Excise Non· 
gazetted Officers' Association, 
Vishakape.tnam. 

6-l. Class IV Sen; i<:11 Association, 
Income Tax Departmont, 1\Iadras. 

65. Tra.vancore Cochin Income Tax 
Dopa.rtmoat Class III Employees 
Association, Alleppey. 

66. Travancore-Cochin Income Tax 
Departmont Class IV Employees 
Association, Alleppey. 

67. )Iadras Jncom() Tax Non-gazet. 
ted Officers' Association. 

68. :l\Iysore Jncomo Ta.x Class III 
Officers' Association, Bengalore. 

69. )Jedical Stores Depot Officials' 
Association, 1\Iadras. · 

70. Cochin Port Trust Steff Associa· 
tion. 

71. Survey of India Southern Circle 
Class IV S )rvice Association, 
Banga.Ioro. 
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LIST OF UNIONS WHO REPLIED TO THE QUESTIO!I.'NAIRE AJ:.Il/OR GAVE ORAL 
EVIDENCE BEFORE COMMI'l"'l:LE 

State 

l!&dru (contd.) 

lhdhya Pradesh • 

Xune of l.'nion 

72. VizagapataL1 Harbour & Port 
\\'•JTKert~' l:.tion, Viu.g~>p .. 4.Dl. 

73. Southern Raihn.y St.nitc.ry 
Inspectors' ABBOCiation, Villu
pur..w. 

G&ve oral 
eYide-nce Remarks 

on 

74. Tho llo.draa Xon-g&zetted Ci' il 21-8-52 
Accounts Officer11' AEBociati~Jn. 

75. All India Posuaen E..lld Lo111·er 21-8-52 
Grade di Union, :Madr .. s 
Branch. 

1 
76. l'nion of Posts & Tell'>grcph 21-8-52 

\\'orkers. 

77. ll. S. li. Railw&y Er.tployees 
l:nion, Peruubur. 

iS. liys'.lre St.:.to Railw .. y E1:1ploy(;l('!l 
Association, :Mysore. 

79. Toi<Jgraph 
gt:tMrs' 
Ja.balvur. 

Co=unication En-
Associatio:t (Indis), 

21-8-52 

21-8-52 

80. P. & T. S.A.S. Associ:~.tion, Xa.gpur. !:3-8-52 

81. Asso~i. ti<•ll of SC'i.-.nti£c '\Yorkers, 
hh .• u .rid, J .. balpur. 

8') T·_·el.nic;J De\'<•lc.prnent EstLb· 
ltsl,ucut (\';.,,.pons) Employ<'OS 
l.tio.l, J•-L, ipur. 

63. 0. F. K. L>-b<·Ur tnion, Khaor.rif, 
Ja.bt.lpur. 

84. Hvderabui Services A860ciation, 
H)·d..,rabad. 

85. Hydera.bad LtcoT,Je Tax Depart· 
r.lent, Class 111 Officers' A860eia:.
tion, Hyder~:.brd-Deccan. 

86. Ci\ il Audit & Accounts ABBOeia- 23-8-t2 
tion, Madhya I radesb, Ne.gpur. 

87. Association of Gazettoo Cffi<'<"rs 
of mcome Tf.x Dept., Madh)a. 
Pmdosh and Bhopal, Na.gpur. 

88. Madh~e Prrdesh & Bhopal In· 
<'orne Tax Department, Cli:.ss IV 
Servants Associdion, Nagpur. 

89. :Madhya Pradesh .t Bhopal lnC'ome 
Tax Dept. Non-gll.ZE'tted Services 
Associatio::t., S.:.gpur. 

9(\, Hvdc,rcba.d & ~fvsore Central 
Ei.eiso Son-ga:wttoo OffiN•rs' 
Associi>tion., Hydomb&d. 

91. Non-gs.:r.ettoo Postcl Audit ASilO· 23-8-5:2 
ci.::.t;on. X~ ur. 
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State 

Madhya Pradesh (contd). 

\Vest Bengllol, Ass,.m, 
Bihar. 

APPENDIX ll 

Name of union 

92. All India Association of Class II 
Officers of the Indian Audit & 
Accounts Department, }ladhya 
Pradesh Branch. 

Gave oral 
evidence. Remark&:: 

on .... _ 

23-8-52 

93. 1\Iadhya Pradesh Postmen & 23-8-52 
Lower Grade Staff Union,. Nt>g-
pur. 

94. Union of Posts & Telegraph 23-8-52 
Workers. 

95. Civil Accounts Association, 
1\Iadhya Bharat, Gwa:ior. 

96. Gun Carriage Factory Workers 24-8-52 
Union, Jabalpur. 

97. Bengal Nagpur Railwaymen's 
Congress. 

98. B.N.R. Employees' Union, Kha
ragpur. 

99. L.G.S. Officers' Association, East 
Indian Railway (Ea-stern Rail
way). 

100. Audit Clerks' Association, E&s· 
tern Railway, Calcutta. 

101. E.I. Railwaymen's Congress, 
Calcutta. 

102. E.I. Rail Road Workers' Union, 
Calcutta. 

103. Ka.lighat-Falta Railway Workers' 
Union, Calcutta. 

104. Assam Railway Labour Associa
tion, Pa.ndu. 

105. L.G.S. Officers Association, 
Assam Railway (North Eastern 
Railway). 

106. Assam Railway Audit Office 
Association. 

107. All India Union of Gazetted 
and Quasi-gazetted Postmasters, 
Calcutta. 

26-8-52 

26-8-52 

26-8-52 

108. All India Telegraph Workemen's 26-8-52. 
Union, Bengal & Assam, Cal· 
cutta. 

109. All India Postal & R.M.S. Union, 
Calcutta. 

110. All India Telephone & Telegraph 
Enginl*lring Union, Patna. 

Ill. All India Telegrcph Union, Cal- 26·8-52 
cutta. 

112. I.G.S. EI:'Iployees l:nion, Cal. 
cutta. 
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LIST OF UNIONS WHO REPLIED 70 THE QUESTIONNAIRE AND/ OR GAVE ORAL 
EVIDENCE BEFORE COMMITTEE 

State 

\\'est Bengal, Assam, 
Bihar (contd.) 

!\<.me of l: nion 

113. All India AHociatic:,n of Cler;HJ 
Employees of Ordnance Fe.ctories, 
Cossipore, Cdcutta. 

114. Indian Ordmnce Civil & G~:.zetted 
Officers' .A ssoeit.tion, Rifle F t.ctory, 
Isht.pore, West EengL!. 

115. Ishapore Orilll.Cllce Fectori~C"s 
Mazdoor 'Cnivn, ''-'est Eengd. 

116. Defonce Accounts Aseociatic:-n, 
Calcutta. 

117. All India Post&! Accoun•s' Asso· 
cia.tion, Calcuttr. 

ll8. Go'liernment ::\Iettllurgicd In· 
spectorate Employe<>s' 'Cniun, 
J bJDshedpur. 

119. Civil Accounts Asmciation, Ass>m 
121'. Civil Audit & Accounts Gffice 

As110ciation; West El"np<l, Cfi!. 
cutta. 

121. "~"st Bengd Divisional Accoun• 
ta.nts A.Esocil.tic:-n, Ce.lcutta. • 

122. Calcutta Cust<.ms Preventive 
Service Association. 

123. Survey of India Cless Ill Ser· 
vices Association, C!ilcutta .• 

124. Custvrns 1\linietl"riel Cfi'ceis' 
&nd Record Suppliers' Aewcic· 
tion, Calcutta. 

125. Accounts Cff.ce AcsociE..tic.n, 
Bihar & Oris8a, RLnchi. 

12(1. Local Audit Association, llanchi 

127. Accounts Cfl':<e Aswci• t:on of 
the Mombers of Inferior Een·ict-s 
(now Gre.de IY), C• lcutta. 

1211. Ccntrnl Excise Non.guettcd 
En1ployees 'l'nicon, Shillong. 

129. Bihar & Orissa Inccme T~:x De-
po.r!mt-nt lll inisterid (:fficers' 
Association, PH.tnf! .• 

13(\ Customs Class lY EtdJ 'l'n.ion, 
Ca-lcutta. 

131. Controller of Coal AC<'ounts Em. 
ployt'IE's Associt.tk.n, Calcutta. 

132. Bongv.l Income Tax Aswciatic.n, 
Calcutta. 

133. Commercial Intt-lligence l:nion, 
Ctolcuttfl. 

134. West Bengal Income Tax Cl~tM, 
IV Employoos Association, 
Calcutt I', 
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State 

Weot Bengal, Assam, 
Bihar (concld.) 

Uttar Pradesh, etc. 

APPENDIX II 

GAve oral 
Name of Union evidence Remarks 

on 

135. Govern·:vnt of India. Fol'Ills 
Store & Pross (N.I.) ET.lployeos 
Associatioa, Calcutt!' .. 

136. C.P.W.D. :Mbistorial Staff Ass:J· 
ciation, Calcutta. 

137. C. E. & L. C. E npbye~s Union, 
Calcutta. 

133. B. K. & A. K. ·workers' Uaion, 
Katwa, Bur.lwan. 

139. Union of Posts and T<Jlezraph 
Workers, Calcutta. 

140. East In':lian Railway Employees 
Union, Calcutta. 

141. B. N. Rlilway Employeas Union 
142. Supply Aulit A~sociation, Calcntta 
143. West Be:t~<~1 G'wernment Pross Em· 

ployees Union, Calcutta. 
144. Geological Survl"y of India Em. 

ployoos A8sociation, Calcutte, 
145. Railway Pre~s 'Workers Union, 

Calcutta. 
146. P. & T. l\Iazdoor Union, Alipore . 
'147, Be.1gal an.:l Assam Provincial 

Postmen and Lower Grade 
including ~· ?.I. S.) Union. 

148. All Inc1.ia Ordnance Employees 
Federation, Culcu t ta. 

149. Nationll Uaion of Port Tru&t 
Employee:o, Calcutta. 

150. 0. T. R'\ilwaylllen's Union, 
· Gorakhpur. 

151. 0. T. R?t.ilway E'mployees' Union, 
Gorakhpur. 

152. Ait India Military Engineer 
Service 'Yorkers' Union, Lucknow. 

153. Association of Store Keepers and· 
Storemen of the A. 0. C., Allahabad. 

154. Scientific 'Yorker"' Association, 
E:anpur. 

155. Toohnica.l Development Establish
ments Union, Kanpur. 

153. All Irdia. P. & r. A l niaistra.tive 
Offioord Association, Lucknow. 

157. U. P. Inc:>me TalC Inferior 
Employees Association, Lucknow. 

153. N:>n-gaz~ttJ1 Civil Accounts 
Brotherhood, Allahabad. 

159. U. P. Divisional Accountants 
Association, Albhabad. 
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l.IST OF UNIONS WHO REPLIED TO THE QUESTIONNAIRE AND/ OR GAVE ORAL 
EVIDENCE BEFORE CO~~ 

State 

Uttar PradMh (confl:l.) 

Delhi, Raj:~o3than, otc. 

G:iva oral 
X a me of Union evidMce Remarks 

on 

160. Union of P. &. T. Workers, 29-S-52 
. Lucknow. 

161. Bihar a:d Urissa Income Tax 
Pe:>n>' A'!sociation, Muza.ffarpur. 

162. All hiia. R\ilway Mini,terial 
St>lff A~sociation, Lucknow. 

163. Union of P. & 'f. Worker.•, JJ-8-52 
Kanpur. 

16i. Kl\!lp:tr Postalt.Tnion, Kanpur . 

16). I.dia"l Odn'\nc3 F-1ctJrios Super
visord' A•sociaticn, Kanpur. 

163. Cntr.\1 Gwern'll~!lt E:nployoJJ 29-8-52 
Union, Ludmow. 

167. N)rth•r1 Rlilw-1y St:\ff Ai.iO~ia- "2).g.52 
tion, Lucknow. 

HH. lrdiaa N~tion>\l R'\ilw~y \Vor:CerJ 
- Fed~>r,\tio:;, X,,\v D)lhi. 

169. East P.ujil.b Railway I. R. S. E. 
Officer.~ A>~ociation, New D<'lhi. 

17J. R 1ilw.w Clnrin~ Accountants' 
Association, New ·Dolhi. 

171. Jaipur State Railwa.ymen's Union, 
Jaipur. 

172. Jodhpur Railw:~oy Kar.ncluri 
San~;h, Jodhpur. 

173. Po.>ta.l 0 .lic<!rs A'!s:>ciation, New 
Delhi. 

174. All Indi;. T,,h~raph Workmen's 
Union, New velhi. 

175. All Indi<l Tele6raph Line Staff 
Union, New Delhi. 

176. Union of Po~t and Telegraph 
Workers, New Dellii. . 

177. Indian 1\lete::>rological Workshops 
Union, New Delhi. 

178. T11e India l\leteorob_;ic•'l Depart. 
ment Non-gazetted ISt~ff Union, 
New Delhi. 

179. Aer.>na'.ltieal Communication Em
ployees Fnion, New JJellii. 

180. All India Tolephvne ReH•uue 
Union. 

181. T.,l,,gr.•ph Tr~ffic Officers Asso
. ci .. tion, l\(·W })ellii. 

182. 1-',>derationvfP.&T. Union,Now 
D.-I hi. 

1S3. bdia;\ :O.Iet<>orological Deptt.rtnloat 
Gazetted 0 :!l ~ m1' As.ncia.tio:a. 
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...,.---- -·---·----·-----------
Stat'l Name of Gniou 

Ga~e oral 
evidence Romarks.. 

on 

-------------------------·· 
D~lhi, R·1ja~than (<'Ctl d.) 18!. Armed :Forces Displaced Govern. 

ment Servm\ts' 1:nion. 
185. Air Force Store Keepers Asso

ciation, J&ngpura, ~ew Delhi. 
186. At·med Forces. He<,dqus.rters Civi

lian Officers' Association, New 
Delhi. 

187. Hygien3 . "'orkers Association, 
U. P •. Area, Rom·kse. 

18!'. Associationi of All lndia Air Force 
Units' Civilitons, Xew Delhi. 

18!'. C.O.D. Bashtriya.:ll&zdoor 1:ni<Jn, 
Agra. 

19(l. 1\filitary Accounts l:nion, 1\Iecrut 
191. Central ·Secretariat Association, 

New Delhi. 
192, Central Go,.ernment III Dh·isi~n 

Clerks' Union. 
193. Government of India: Record.Sor· 

tors 1md Daftries Association, • 
New Delhi. 

191. C. P. W. D. Divisiona.l .Ministerid 
Staff Union, New Delhi. 

2-9-52 

2-9-52 

2-9-52 

195. C. P. W.'l'. '\Yorkers' 't"nion, New 3-9-52 
Delhi. 

19tt. Civil Accounts Association, New 3-9-52' 
Delhi. 

197. Divisional-Accountants Associa
tion, New Delhi. 

198. Stores Audit Associa1ion, New 2-9-52 
Delhi. 

199. Government of India Press 3-9-52 
Workers Unioro, Simla. 

20(\. Punjab Civil Accounts Associa
tion, Simla.. 

20! 0 Pmtjab Civil Accounts Class IV 3-9-52 
Employees Assoc-iation, Simla. 

20!1. Non-gazetted Scientific Staff 3-9-152 
Association, I.A.R.I., :r-~,w Delhi. 

20:!. Ministerial Staff Associa1ion, J.A. 3·9-li2 
R.I. 

204, Ministerial Staff Association, Jzzat- 3-9-52 
nagar. 

205. Association of Clrss I Central 
Service Cfficer~, Forf:'st BcserrC'h 
Institute and College, Df'hra 
Dun. 

201'. Class IV Staff Association,:Forest 
Research Institute and College, 
Debra Dun. 

42 



LIST OF U!\IO~S WHO REPLIED TO THE QUESTIONNAIRE A..-...."'D/OR GAVE ORAL 
EVIDENCE BEFORE COMMITTEE. 

Delhi, Raju,~thr,n
. ( concld ) 

Gunl oral 
Name of Union enuence Runarks 

oa 

207. CvvOJnLlc'tlt of India A ttaehod 
anti !:iubordiru-t., (Jfuces Aswciation, 

New Dellti. 

208. li•ui>..n Civil and Aun1inistrt~.tive 
· Services (O:ntral) .Aesociati0n, !\ew 

Delhi. 
209. Central Govemuent CL..ss lV Em

ployees (Peons &nd J, m.:.d&t·s) Ai>
sociation, New Delhi. 

210. Central Gov(lrnment, ClssslV Em
ployoos Association, X€w Dellii. 

2ll. Government of India Stenogra
phers Association. 

212. Indi«n Foreign Sen ice Associa
tion, New Dellii. 

213. Auditor Genora!'s Office Associa
tion, New Delhi. · 

214. I. A. & A. S. A~~ociatic:,n, Xlw 
Delh; .• 

215. GovornnH'nt of India Press 
'\'orkers' Union, Xow Delhi. 

216. Clerks Association, Gonlrument 
of India Pross, New Delhi. 

217. Survey oflndta UpperSubOJ·dinate 
Officers' Association, Dshra Dun. 

218. Association of Class II (Central 
Sorvicu) Officers Forest Research 
Institute and College, Dehra. Dun. 

219. Technical St;,ff (~\on-gazetted) 
Associt.tion, Forest Ressarch lnsti· 
tute and Coll()ge, Dehra Dun. 

2:!0. Association of the :Ministerial Estab
lishment Forest Rt~search Institute 
and College, Dehra Dun. 

2:!1. L. S. S., Map Publications Office, 
Survey of India., Debra Dun. 

222. Suf\·ey of India KHLnlchnri Cine 
IV Union, Dehra. Dun. 

223. Delhi Polytechnic Senior St~>ff 
Association, Delhi. 

224. Union Qf P. & T. Workers, Dhar
wa.r Division, Hubli. 

225. M. & S. M. Railway Empl<>yt'ee' 
Union, Hubli Branch. 
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APPENDIX III 

(Cf. para. 5 of Report) 

List of State Governments ·who sent representative3 to attend the 
Conference on the 1st October 1952. 

1. Bombay 
2. Bihar 
3. Orissa 
4. Punjab 
5. Uttar Pradesh 
6. Ajmer 
7. Delhi 
8. Hyderabad 
9. P.E.P.S.U. 
10. Rajasthan. 



APPENDIX IV 

( Cf. para. 35 of the Report) 

A short note on changes in cost of living during the inter-war years 

by 

PROF. D. R. GADGIL 

Director, Gokhale Institute of Politics and Economics, Poona 

During the twenty years between the two World Wars (1919 to 
1939) we can roughly indicate 4 periods of Prosperity and their 
periods of Depression, including the Great Depression of the early 
thirties. Two tables (Table Nos. I and II) indicate the movement of 
the cost of living index during these twenty years. One with its base 
ift 1914 showing the changes upto 1934, the last year of the Great 
Depression, and the other with 1929 as its base indicating movements 
upto 1939. when the Second World War broke out. In what follows, 
short background history is provided to the movement in index 
numbers and the percentage of changes is calculated. 

The ces:oation of hostilities saw a period of boom which was not 
quite expected. Demobilisation, sudden t:urtailment in war demand 
and the release of war stocks as disposals into the market, it was· 
feared, would bring about a sudden fall in prices. These fears, how
ever, proved unfounded. After a short period of uncertainty (about 
a couple of months after the cessation of hostilities) the prices begun 
to record a rise from January 1919 onwards. The backlog of demand 
that had remained unsatisfied in almost all countries of the world 
during the war, the great and urgent needs of relief and rehabilitation 
in the war devastated countries, the overdue repairs and replacement 
of buildings and machinery that had either been destroyed or over
worked-all these gave a real basis to the businessman's optimism 
that was a striking feature of the boom of 1919-20. 

The Governments did nothing to check the rising tide. In Great 
Britain for example, the disposals were put into tpe market along 
with the other goods through normal trade channels, thus causing 
no disturbance to the market price. No immediate change in mone
tary policy was pursued. And to add momentum to the upward 
movement, wartime controls on different commodities as also on 
capital issue were gradually, but quite fast removed. Prices began 
to rise rapidly. The wholesale price index of the various countries 
record quite sharp rises in 1919 and 19::::-Q. Of course the extent of the 
rise depended upon so many factors that it cannot be anything like 
uniform for all the countries, in fact, the case of the countties like 
France, Belgium, Czechoslovakia, Germany etc. that had been 
actual theatres of war was far worse than that of the other belli
gerant nations. The monetary and exchange difficulties were a new 
and complicating factor in their situation. 

The cost of living that was mounting throughout the war years 
~uddenly shot up also. The increase from 1919 to 1920 was 26 points 
m Ca~ada (~62 to 188) 33 in United States of America (172 to 205) 40 
m Umted Kingdom (215 to 255) 51 in Denmark (211 to 262) and 103 
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points in France (238 to 341) taking 1914 as the base yeat. The peak 
in most countries in 1920 was higher than that, in case of Great· 
Britain for example, it was 276. (One thing should however be re
membered in this connection. The wholesale price index always. 
mo":es much faster than the retail or cost of living index, which lags 
behmd. There are many reasons for this. Firstly there are some 
Hems in the budget which are very slow in moving (almost fixed) 
like rent and debt charges. Again, the items in the budget on which 
the calculations are based make a great deal of difference. The 
British Board of Trade calculations, for example are based on the 
family Budget enquiries undertaken for the purpose in 1904*. Third
ly, the nature of commodities, tl}~ir position in the national and 
international markets and the structure of trading makes a differ
€nce. And therefore, besides the obvious national difference, these 
factors account for the divergences in the rates of variations in cost, 
of living index numbers from year to year). We find that, except in 
countries like France, the increase in cost of living was on an average' 
50 points over 1919. 

With the cessation of this Inventory boom from October 1920, the 
prices began tumbling down, and alongwith them the cost of living 
index, though again not as fast as the wholesale price index. In 
Great Britain the fall was about 38 per cent. (from 276, the peak figure 
m 1920 to 169, the lowest in the year of depression, 19~3) or taking 
the figures given in the table (which refers to the month of July, each 
year) we find a fall of about 33 per cent. Calculating from the table 
for Canada, United States of America, and Denmark, we find the 
fall of the order of 20, 24 and 25 per cent. respectively. The actual fall 
as calculated from monthly peak and trough figures will obviously be 
greater (as in case of Great Britain). We may however put the 
general average round 30-35 per cent. 

From 1923 onwards there was a phase of recovery, though the 
more important feature of this period w~s the strenuous attempt of 
most nations of the West to come back to gold standard that had 
been suspend~d during the war. England returned to gold standard 
in 1925 and most other nations, with the notable exception of France, 
round about the same time. From 1925 to 1929 the five year period
was a period of steady progress and growth, capped by an unprece
dented speculative boom. The cost of living index showed a more 
steady tone, in Canada moving round 150, in United States of 
America round 170-72, in United Kingdom 170, in Denmark 175, in 
France 510 or so, and in Czeckoslovakia round 745. One feature that 
is most important is that in many countries the index did not show 
any great recovery after the slump of the early twenties. In Canada 
the slump figure continued till 1930, in United States of America; the 
recovery was slight compared to the fall during the slump. In Den
mark on the other hand there was a greater rise followed by a fall 
again' in the retail prices round about 1926, which continued till 1930. 
United Kingdom also was under deflationary pressure. France:s case 
in peculiar in that attempt at restoration of gold standard, the role 

*Cf. The Sout'1 African w~.ges and Cost of Liv:ng .commisJion C:IIill.s Commis· 
s'ons and the Report on the Cost of Living by t~e P.>r!Jament 1ry Commrttee cf the 
Tude Un'on Congres :, Lond0n). · 
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A SHORT NOTE ON CHANGES IN COST OF LIVING DURING THE INTER-WAR 
YEARS. 

<>f Paris as a third centre of international money market, the move
ment of hot money and the peculiar nature of its banking policies 
made its price level more unstable. Ex~hange and gold .were the 
great disturbing factors in France, and w1th Czechkoslovak1a we have 
no data for the years of the inventory cycle, though later .yEars in
dicate steadiness. 

The above trend of the cost of living figures is as it should be. 
For the rise in prices after the world war leading to the boom and 
consequent slump was fed on undue optimism and th~s c_ould not_ long 
maintain its artificial level. And the slump helped m mtroducmg a 
sober tone inti> all expectation for quite a few years to come. In 
Canada, the United States of America and United Kingdom the cost 
of living index settled at some 75 points above the pre-war level. So 
was it in Denmark and most other countries that did not suffer from 
the hyper inflation. Estimation in terms of percentage decline from 
the peak may however, be a more useful guide. Here we find the 
average of the later half of the decade of the twenties being some 30 
per cent. below the peak figure of the boom year, and in no case more 
than 40 per cent. below that. / 

In 1929 came the great depression, and it looked as if the capi-' 
talist order was going to collapse like a house of cards. The prices fell 
rapidly, stock markets crashed and closed down, business concerns 
went out of existence, unemployment mounted rapidly, fortunes 
were lost and the social repercussions were so great that even now 
after a Great War-its effects have not been completely erased. Table 
No.3 gives a comparative picture of the percentag·e decline in whole
sale and retail prices in certain countries from the average levels 
ruling· 1929 until March 1933 by which time the prices in most coun
tries that were not on gold standard (and not agricultural) had struck 
the bottom. A subsequent table (No. 4) shows the percentage of 
change in wholesale and retail prices in certain countries at March 
1934. From this table we find that, where as in some countries cost 
of living continued to fall in 1934, in countries on paper standard the 
cost of living registered a rise after having touched the bottom in 
1933. From 1929 to 1934 cost of living fell most in Lithunia (47 per 
cent.), Rumania (47 per cent.), Yugoslavia (39 per cent.), Indi:l (35 
per cent.), Estania (26 per cent.). In all these agricultural countries. 
as well as in Turkey (25 per cent.), Hungary (25 per cent.), Finland 
(20 per cent.), and in some gold star.dard ccmntries it was still falling 
in 1934. But in the other countries. though retail prices registered 
a rise after 1933, it was not commensurate with the recovery in 
wholesale prices (see table 4). The fall was not more than 36 per 
cent. in any case, though no average that is likely to be worth any
thing can be calculated. Conditions varied with countries and the 
discrepancy in statistics is sometimes due to the variations in items, 
co.mplicated by currency changes, tat!ffs, quotas and such other res-
tnctions. , 

The recovery from the depression continued till 1939 with a reces
sion in 1937. But in most of the countries neither the wholesale price 
level nor the retail had caught upto the 1929 average (see table No. 
2) when the war broke out. And compared to the 1914 level the retail 
prices still ruled higher. In Great Britain for example, the cost of 
living index in 1936 (the precessation year) was 147 (1914=100). In 
no country did the cost of living come down to the 1914 level. The 
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rise from the trough of depression in most cases were not more than 
15 to 20 per cent. at the most before the outbreak of the war by which 
time recovery had not been very gteat and large number of people 
were still unemployed. 

These twenty years have been years of uncertainty, of swift 
changes, of high optimism and devastating despair. If there is any
thing like 'normal' in the economic life of nations, these two- decades 
have not seen much of it. The one period during these twenty years 
that has shown any comparative stability is the second half of the 
twenties. Here also Britain was under deflationary pressure through
out, and France was slowly approaching equilibrium price level 
after 1928 gold standard restoration, when there ca:-.1e the depres
sion. Throughout History prices ha,ve been recordir:g a rise and it 
only speaks for the devastating nature of the Great Depression that 
wholesale prices during the early thirties came far below the 1914 
level. But that could not be maintained long. And in case of cost of 
living it never came down to anything like the 1914 level even during 
the worst days of the depression in any country. If this history is 
any guide for the present situation it is that prices now ruling will 
normally not go back to the 1939 level. And if the extent of fall or 
rise from the immediate post war inflation or the great depression is 
any indication of what may be expected, we can say that neither the 
fall nor the rise has been anything beyond 40 per cent. Ultimately, 
however, each situation is v.,nique and the prevailing conditions and 
pol~cies will be a better guide to prospects of future. 

CJ. B::>wlo-y: Wages and incomJ in the United Kingdom sincJ 1860. 
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A SHORT NOTE ON CHANGES IN COST OF LIVING DURING THE INTER-WAR 

Y.URS 

TABLE No.1 

Cost of Living Index (Base: 1914=100) 

~eer c~nada U.S.A. U.K. Denmark Fru.nco Cwcho-
sbvu.kia 

·-~ ---·--------
l1Jl4 100 100 100 1UO ilvt) 1(,0 

1!115 102 101 12a LG 

11!16 110 109 148 13() 

1!117 130 131 ltV li;5 

JIJIS 148 152 210 182 

HJHI 1()2 172 2JG 211 ~:;s 

19~0 !btl 205 255 262 341 

1!!~) 165 163 222 237 307 

1922 152 15G 181 191 ~02 

D23 152 102 171 204 334 

(Up~o 1!123 tho fi;:;uro~ rulato to tho month of August; from 1924 thc>y aro c.nnuol 
n voro.g(•s). 

1924 150 171 175 216 369 691i 
J92(i lli2 170 176 211 4()0 724 
1926 153 I 'iii 172 184 50ij 716 

1!!27 101 113 168 177 514 747 

Jll28 151 171 ](6 1 'iii 519 7~8 

1!!29 li\3 1 i 1 1G4 173 li56 744 
1930 152 161 IuS 165 581 746 
1931 137 148 147 l.'i5 ,1;()9 713 

1 v:~2 125 134 144 l.'i5 5~G 700' 
I !1:1:1 ll9 132 140 1Gl 520 693 
1!134 121 138 141 IG7 516 6S5 
---------

TABLE No.2 

Cost qf Living Index (Base: 1929=100) 
---------- ------

Yoar Canada u.s.A. U.K. Denmark - Franco Czocho-
elovekia 

I \13,) 99·3 97·5 96·3 95·5 . 104· 5 97·8 
1\131 89·7 89·0 89·9 89·9 102·3 93·4 
1932 81 ·5 80·2 87·8 89·5 94·6 91·7 
1 ~):13 77·6 76·2 85·4 92•5 93·5 90·7 
l\l:l4 78·8 79 0 SG·O 96·3 92·8 89·6 
19:Hi 79·2 81·1 87·2 99•4 86·9 92·3 
1\l:\6 il0·9 82·0 89·6 100·9 91·2 93·1 
Hl:l7 83·2 84·7 93·9 104·5 111·3 94·3 
1~:18 84·1 84·3 95·1 106·0 125·5 98·6 
Hn~ 83·7 82·6 95 3 108·6 

----·~------
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TABLE No. 2-A 

Wholesale Price Index (Base: 1929=190) 

Year Canada U.S.A. U.K. Denmark France Czecho· 
slovakia 

1930 90·6 90·7 84·2 86·1 88·4 88·8 
1931 75·4 76·6 72·8 75·9 80·0 8()·6 
1932 69·8 68·0 70·7 77·8 68·2 74•5 
1933 70·2 69·2 69·8 83·3 l.i3·6 ~2.·2 

1934 74•9 78·6 71·7 90·7 60·5 74·0 
1935 75·4 83·9 74·1 92·6 54·0 77-l! 

1936 78·0 84·8 77·8 97·2 65·5 77·4 
1937 88·4 90·6 90·0 ll0·2 92·7 82·0 
1938 82·2 82·5 80·1 104·1 104·1 81·3 
1939 78·8 80·9 84·3 109·3 

TABLE No.3 

Percentage decline in Wholesale and Retail prices in certain countries 
from the average levels ruling. in 1929 until March, 1933 

Country Wholesale Retail 

----
Belgium 40·8 16· 8 
Canada 32·6 21·3 

Denmark 18·0 19·2 

France • 37·8 5·9 

Germany 33·6 24·2 

India 41·1 32·2 

Italy 37·0 17·3 

Japan . 19·3 20·5 

Netherlands 49·3 17·6 

Sweden 25·0 10·0 

Switzerland 36·3 18·0 

U.K. 28·5 16·5 

U.S.A. 36·8 28·2 
-----·---·-- .. 
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A SHORT NOTE ON CHANGES IN COST OF LIVING DURING THE INTER-WAR 
YEARS. 

TABLE No.4 

l)ercentage change in Wholesale and Retail prices in certain countries 
at March 1934 

Frt-m at:erage of 1929 From March 1933 
Count,y 

Whol&ale Retail Wholuale R61ail 

Belgium -44 -21 -5 -IS 
Nothorlo.nda . -44 -16 +10 +8 
Italy -43 -18 -4 -~-
Polo.nd • . -40 -33 --4 -6 
Hungary -39 -25 - -10 -IS 
Fra.noo , -37 -5 +1 +1 
Yugoslavia -37 -36 -6 -8 
Switzerland . ,. -36 -19 +1 -2 
Germany -30 -22 +5 +3 
Czechoslovakia -27 -9 +2 -1 
Co.nada -25. -20 + 12 +2 
U.K. -25 -15 +6 +1 
U.S.A. -23 -22 -t 23 +9 
Japo.n -20 -18 ±0 +3 
Sweden -20 -10 +7 ±0 
Australia -19 -21 +9 +1 
Norway -18 -13 +I -1 
Austria. -13 -6 +6 to 
Now Zealand • -10 -'<:0 +2 +I 
China -8 -8 -10 -11 
Peru -1 -16 +6. +2 
... ~- ~-·,.-. --- __ _..,_ ---
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(Cf. para. 35 of the Report) 

Memorandum on the integration of dearness allo,;vances with the 
ba~ic pays O'f Central Government servants 

by 

DR. v. K. R. v. RAO, 

Director, Delhi School of Economics, Delhi 

The Central Pay Commission had made the following recommen
dations in respect of the grant uf dearness allowance:i to Central 
Government employees:-

(a) No dearness allowance to be given, if the cost of 1iviag index, 
with base as 1939, fell to 160 or below. 

(b) On the basis of the cost of living index being about 260, the 
minimum requirements of a working class family was placed at 
Rs. 55 per month. As the basic pay was Rs. 30 a month, this meant 
a D.A. of Rs. 25 a month for the lowest income~group. On this basis, 
& scale of D.A. was drawn up for incomes below Rs. 1000, as under:-

Pay range · Dearness atiowance 

Upto Rs. 50 Rs. 25 
Rs. 51- 100 Rs. 35 
Rs. 101- 150 Rs. 40 
Rs. 151- 200 Rs. 45 
Rs. !:'01- 250 Rs. 50 
Rs. 251- 300 Rs. 60 
Rs. 301- 500 Rs. 70 
Rs. 501- 750 Rs. 85 
Rs. 751-1000 Rs. 100. 

(c) In the case of the lowest pay-range, viz. below Rs. 50, the D.A. 
was to be altered in an upward or downward direction as-the case 
may be by Rs. 5 for every 20 points by which the cost of living index 
rose or fell below 260. A schedule of D.A. drawn up on this basis 
and applying to the different pay ranges on the basis of the cost of 
living index varying· between 280 and 160 was given by the Commis
sion and is repr~duced in Appendix A. 

(d) The cost of living index number assumed for these calcula
tions was a hypothetical one prepared by the Economic Adviser. It 
was recommended that "Dearness Allowance should be calculated 
on the basis of the all-India index number prepared by the Economic 
Adviser to the Government of India. The slab rate$ ~hould Qfl 
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examined every six months for the purpose of deciding on a revision 
and a channe should be made only if the index number for three 
previous m~nths stood above or fell below the index figure for the 
next slab." 

Government accordingly sanctioned D.A. on the basis of the ~?m
mission's recommendations as from August 16th, 1947. In add1t1on, 
they extended the D.A. scheme to pay ranges above 1000 upto Rs. 2150 
on the following basis:-

Rs. 1001-2000 10% of pay subject to a 
of Rs. 150. 

maximum 

Rs. 2001-2150 the amount by which the pay falls 
short of Rs. 2150. 

For unmarried gazetted officers, the D.A. was fixed at 10% of pay for 
salaries below Rs. 1000 subject to a minimum of Rs. 40 and a maxi
mum of Rs. 75 per month; and for the pay range Rs. 1001-1075, by 
the amount by which the pay falls short of Rs. 1075. 

Subsequently, as is well known, the wholesale and retail index 
numbers of prices rose and so did the cost of living. Unfortunately, 
the Commission's recommendation regarding the compilation of an 
all-India index number of cost of living does not seem to have been 
carried out; at any rate, there are no published figures on the sub
ject. An attempt has been made, however, by the statistical section 
of the Delhi School of Economics to compile an all-India cost of 
Jiving inrJex number for whatever it may be worth by taking the 
figures for Ahmedabad, Bombay, Kanpur, Madras, Nagpur and Delhi, 
the base year being shifted to August, 1939=100, and the method of 
reomctric averages being adapted for combining these urban indices. 
The results are given in column 2 below; column 3 gives the figures, 
after adjustment to January 1947=260 on the basis of which the 
Commission made their recommendation regarding the basic D.A. 
scales. The results of these calculations are given below:-

Col. 1 Col. 2 Col. 3 
January 1947 288 260 
1947 (Average) 307 276 
1948 " 350 315 
1949 " 356 320 
1950 " 353 318 
1951 " 368 331 
1952 January 364 3~ 

, February 360 324 
., March 350 315 
, April 364 328 

These figures may be useful in considering the subsequent action 
taken by Government in increasing the rates of Dearness Allowance. 
By an. office memorandum dated 26th January, 1949, the D.A. rates 
we:e mcreased bv Rs. 1~ per mc;mth for salaries upto Rs. 250 a month. 
TIHs r:rwant th~t for an mrease m the cost of living by approximately 
55 po~nts, t!"'l ~ncrease of Rs. 10 had been allowed, as against the 
pnnc1ple of g1vmg Rs. 5 for every 20 points; further no redress was 
g1ven to the salary ranges between 251 and Rs. 1000, though these 

53 



MEMORANDUM ON THE INTEGRATION OF DEARNESS ALLOWANCES WITH 
THE BASIC PAYS OF CENTRAL GOVERNMENT SERVANTS 

had been included in the Commission's recommendations. By an 
office memorandum dated 12th June, 1951, a further increase of 
Rs. 5 was given in the D.A. to the salaries below Rs. 251; this meant 
also that a similar increase was given to salaries between 251-300 
as otherwise, their D.A. would have become less than that of th~ 
next lower salary range. This meant that a D.A. of Rs. 5 was given 
for an increase in the cost of living of less than 12 points. Taking the 
entire period 1947-1952, this means that against an increase of 68 
points, a D.A. of Rs. 15 has been given to salaries below Rs. 251, which 
reveals the little known fact that in respect of these incomes, Govern
ment have, for all practical purposes, carried out the recommenda
tions of the Commission; it is only in respect of the income range 
Rs. 251-1000 or what may be called the middle class that they have 
failed to follow the Commission's recommendations. 

With this background of the D.A. question, I proceed to give 
below my answers to the questions raised by the Gadgil Committee 
on D.A. :-

(1) No one can be bold enough to state categorically that prices 
have reached the peak level and that there is a reasonable possibility 
of the price level stabilising in the near future, as the answers depend 
upon political factors and economic policies and consequences that 
are the result of these political factors-a subject on which a mere 
economist at any rate can offer no reasoned judgment. But I 
believe I can assert with confidence that there is hardly any possi
bility-even if such a thing was possible on purely economic grounds, 
which is itself doubtful, it is impossible on political grounds---of 
either the price level or the cost of living reaching levels below those 
of January 1947 or the basic level on the basis of which the Commis
sion made its recommendations for the basic D.A. ,scales. My recom
mendation, therefore, is that the basic D.A. scales recom
mended by the Commission, viz. Rs. 25 a month for salaries below 
Rs. 50 a month and going upto Rs. 100 for salaries above Rs. 750 and 
below Rs. 1000 should now be integrated into the regular salary 
scales of those groups with of course necessary marginal adjustments. 

(2) As regards the extra allowance of Rs. 15 a month granted to 
salaries between below Rs. 251 and of Rs. 5 a month granted to 
salaries between Rs. 251 and Rs. 300, these should not be integrated 
into the salary scales, but should continue to be treated as Dea,.rness 
Allowance. 

(3) The injustice that has been done to the middle class in the 
service of the Central Government, which has suffered at least as 
much if not more than the working class by the rise in the cost of 
living that has taken place since January 1947, should now be recti
fied and the recommendations of the Central Pay Commission should 
be carried out in respect of these salary scales. 

( 4) The D.A. given to salaries above Rs. 1,000 should now be re
considered. as its grant was based more on historical considerations 
than on considerations of offsetting the rise in the cost of living, and 
the fact borne in mind that the Central Pay Commission had not 
recommended grant of D.A to these salary ranges. 
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(5) The revised D.A. now recommended '\\-hjcl¥'will · ·range -from 
Rs. 15 a month to the lowest salary group which will now be Rs. 55 
(on the basis of my recommendations) to P..s. 75 a month for incomes 
of Rs. 1100 (i.e. the old salary group of Rs. 1000 plus the old D.A. of 
Rs. 100 now recommendect by me to be integrated into their ·salary) 
should be frozen at that figure till the cost of living reaches a level 
of 380. This is based on the leg'itimate ground that the State cannet 
compensate for every rise in the cost of living and that a part of its 
incidence should rest on the salary groups concerned. This is parti· 
cularly relevant "today in view of the fact that we are embarking on 
a programme of national economic development with an element 
of deficit financing. It is, therefore, that I suggest that, upto a certain 
range from the position to-day, a certain rise in the cost of living, if 
it comes about, should fall on the salary groups concerned and not 
add to the strain on the national finances. The present hypothetical 
cost of living index number is probably 330; leaving the Dearness 
Allowances frozen till the index reaches 380 is to make no provision 
for a rise in proportion less than 16%. I may point out in this con
nection that the Pay Commission itself drew up a schedule of D.A. 
which showed a prog·ressive decline in the cost of living and that this 
schedule made for a complete abolition of D.A. at a level where the 
cost of living was 60% higher than in 1939 (vide Appendix A). Once 
the index reaches 380, if ever it does, there should of course be pro. 
vision for increases in D.A. and this should take into account the rise 
in the cost of living since the new basic scales recommended by me 
for to-day and frozen at that figure. I may add my personal opinion 
that these recommendations are more likely to be academic in nature 
than practical, as I do not expect a further significant rise in the cost 
of living. Nevertheless, I have chosen to make these recommenda
tions because I think it is essential that both the Central finances 
and _the national economy as a whole should be safeguarded against 
the mftationary threat that arises from the current system of Dear
ness Allowances; this is specially required in the context of the 
planned economic development of the country on which we are 
embarking. 
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APPENDIX A~ 

D.A. scheme suggested by the Pay Commission 

Cost of living index 
Pay Range -~-~- --------- -----~·--~ -

280 260- 240 220 :WO 180 1b0 
Rs. 

----~-·----- ---· --~ -~-.~-- ·-----.. \ 

Upto Rs. 50 30 25 20 15 lC 5 nil 

Ra. 51-100 40 35 so 25 15 10 nil 

Rs. 101-150 45 40 3.3 30 ~~ nil nil 

R11. 151-200 55 45 35 so ;.:!l nil nil 

Rs. 201-250 60 50 40 30 20 nil nil 

Rs. 251-300 75 60 45 30 21> nil nil 

Rs. 301--;-500 85 70 (},) 40 25 nil nil 

Rs 501-750 105 85 60 40 nil nil nil 

Rs. 751-1000 125 100 7S 50 nil nil nil 
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