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Will new Wage Code hit your take-home
Pay?

Will new wage code hit
your take-home pay?

Retro Gratuity, Leave Encashment Add To
Compensation Costs During Covid Times

Namrata.Singh
@timesgroup.com

Mumbal: Come April, you

: could see a restructuring of

your salary package with a
retrospective ncrease In
gratuity and leave encash-
ment provision impacting

. your take-nome, and raising
:  compensation costs for come

panles 4s the new wage code
comes fntoeffect.
Compantes, reeling nn.
der the Covid Impact, ave re-
viewing potentlal changes In
the salary stracture by run-
ningvarious models tocomp-

* Iy with thewage code and de-

termine compensation costs,
Blg ticketcomp

uld be at least 50% of the to.
tal remuneration.
Acoordingly, if these spe-
cifled exclusions cross 50%
of the remuneration, the ex-
cess amount Will be conside-
red fo determing 'wages’ un
der the codes. For instanca,
gratuity, which was earlier

salary, will now be computed
on ‘wages', which could re-
sult In higher pay for the
employee and a larger outgn
for the employer.

yeas, {rrespective of whet.
her they complote flve vears
of employment. The new co-
des may also allowan emplo-
yee to avail of leave encash-
mentattheendof every year:

Most companies will re-
cast thelr salary structure to
comply with the wage code,
sald  Gentus  Consultants
CMD R P Yadav. “Expensas
Wwill increase for flxed-terim
employment where gratuity
Decomes mandatory. ¥or the
highsalary & mldsalary gro-

WHAT WILL BE IMPACT ON SALARIES

> it also allows empk h

» Under the new code, gratuity becomes mandatory for fixedterm
emplyoes, Irespedtive of fiveyear completion romn

of kave

analysis include a retrospec-
thve increase In1labities for
benefit plans, such as gratut
ty and leave encashment,

: particularly for organisa-

tlons where the employea ba-
selslongtenured.

The retrospective increa.
$¢ In gratulty and leave en-
cashment Habilitties and ad
ditonal provident fund (PF)
contributions, for i

High-salary range | Only impact
will bein gratuity as well as
superannyation payouts i
Mid-salary range ‘»

payouts. Some of the employees|
will gzt out of the purview of the
statutory bonus too

Pay component changes will be different across levels:

Lowsalary range | Cos will have
to comply with the basa floor
rate fived by the certral
Dy gowernment with basic+DA

A{ aswages. In future, salary

heads will be reduced to basic,
DA or VDA, & HRA, In this range,
the contribution towards PF, ESI,
bonus & gratuity will go up

maylead toa reviewof thesa
lary Increment budgets for

: 2021 Provident Fund contrl-

butions Will Increaso if orga-
nisationsadoptthe expanded
definitionof wagesaseariler
PF was calculated only on
"basic pay” and dearness and

: other speclal allowances,

The government has con-
solidated 29 central labour
laws into four codes, inclu
ding those related to wages
and soclal security Nishith
Desal Associates head (HR
laws) Vikram ShrofY said the

© labour codes have Introdu-

ced some frosh concepts, but
the most important change
Isthe expanded definition of
‘wages’. “This definition is
CONSIStENtacrass all the four
labour codes and will have

- considerable implications

for both employers and war-
kers, with the possibllity of

: adversely affecting take-ho-
: mepay"saldShroff.

The computation af ‘wa
ges' under the new codes in-
cludes 11ke ba-

How will this impact cos:

» Cos could see sise of | > After Covid, costconsclous ms are
6:10% in the wogebill | reviewing salary increment budgets for 2021

Typically. the compensa-
tlon structwre in India
4cross Inklustries comprises
basic salary, which 1S I the
range of 30% to 50% of the
gross, while allowances ma-
Ko up the balance. Some
companies, sald experts,
plan to take the basic pay to
0% of the remuneration so
that the specified exclusions
arecapped at50%.

Aon Indla CEO (perfor-
mance &rowards) Nitin Sei-
hi sees a rise of 610% Ina
company’s wage bill, In case
it now provides basic salary
at 20-30% of the total com-
pensation. For those whose
basic salary s already at
40% of the gross, thecostim.
plication would be lower, at
around 34%.,

“If the DasICPay to gT0SS
pay ratio is around 30% and
Ltmoves upto 60% after imp-

sic pay, dearness, retaining
and special allowances, Spe-

¢ cifted ftems 1Ke HRA, conve-

yance, statutary bonus,
overtime allowance and
commisslons have bean ex-
cluded for computing wages,
which, under the code, Sho-

of the ‘Code on
Wages', we would expect the
liabilities on account of the
above schemes to double,”
sa1d Aon Indfa practice lea-
der (retirement and benefits
solutlons) Vishal Grover. Ad-
ditionally, gratuity will he
payable to fixed term emplo-

ug, the cost implication will
Ve lower However, for thelo-
wer salary range group, the
1mpact Will be 25-30%, " saiad
Yadaw adding Increment
this vear may be mpacted.
The Iabour codes, howe-
ver, do not contain a provi-
sion requiring emplovers to
change their CTC (cost t0
company) structure, “Whet-
her 1t 1s still & good practice
10 00 30 needs o e conside-
red by each employer based
onthe CTC strueture, sspect-
ally i the basic salary plus
other Included components
15 1ess than 50% of the total
remuneration, " sald Shroff,
He added that although
the Bunget made references
10 female workers' participa-
tlon, protection of migrant
workers and soclal security
coverage for gig workers, it
foll short of providing clart-
ty on the new labour codes
and how the government
proposes to  implement
them. “Employers need to be
ready should any of thelabo-
ur codoes is made effoctive on
April 1 to coincide with the
Veginning of new the finan-
clalyoar,” sald Shroff.
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