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Abstract: While trying to help its employees fight inflation and fluctuation in food basket price through yearly
pay raises, the government of Pakistan failed in its obligations. Despite annual increase in pays, the low scaled
government employees always get further compressed purchasing power. The problem resides in the tight
differentials in the Basic Pay Scales. Annual pay raises are always announced as a percentage of basic pay for
all scales resulting into inadequate increase in comparison with prevailing unleashed inflation for low paid
employees. The major reason for increase in price of food basket is the oil price. Nevertheless, the tight
differential in low scales demands optimization, remedial approach can be linking pay raises with oil prices,
reducing unit production costs by increasing productivity to lower food prices, monetizing perks and privileges
of top level managers etc.
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INTRODUCTION obtain recruits of the right stamp and to maintain them

The Pakistan’s government is obliged to consider them from temptation and keep them efficient for the term
various factors while compensating its employees of their service [2]”. Nevertheless in Pakistan there had
especially the low paid staff in particular. Dominating been various pay commissions to review basic pay
factors in such decision making are usually the available structure (BPS) for government employees of all cadres,
budget,  compensable factors, minimum wage necessary the spirit of Islington’s principle is missing in the BPS
to buy  a  food  basket  in view of the prevailing especially for low paid employees. No standard of human
consumer price index, inflation, fluctuation in prices and rights and international law restrict comfort and dignity
retention of efficient employees [1]. The weight cum for only top officials. BPS in Pakistan for low paid
significance given to each of these factors in calculating government employees however restricts it as mentioned
the overall pay is a matter of subjectivity and in Tables 2 & 3 [12].
contingency. The ideal bottom line is that even the lowest Pakistan’s BPS creates two classes of government
paid employee in Pakistan should be able to live employees,  which  are labelled as ‘Haves’ (BPS 16-22)
gracefully, being able to meet necessities of life without and ‘Have  Nots’ (BPS 1-15). The compensations for
humiliation and tension within his/her wages/salary. ‘Have Nots’ group are compressed to minimum differential
Under existing circumstances such desired standard in scales 1-15 while in the ‘Haves’ group salaries are
seems a dream. swelled to facilitate elites. Due to the compression in

In 1912-15, the Islington Commission indicated scales 1-15, whenever an increase in pay is announced by
guidelines in its report to help governments in ensuring the Pakistan’s government, as it is done in percentage and
effective compensation that this study quotes, “The only not the amount, the low paid employees that represent
safe criterion is that Government should pay so much majority of population get the minimum advantage and
and so much only to their employees as is necessary to relief.

in such a degree of comfort and dignity as well shield
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The Problem Statement: The existing Basic Pay Scale during this year without any increase in the wages as
(BPS 1 - 22) compensation system of Pakistan contains there is no mechanism which could link the two together
minimal inter-scale difference for employees in scales 1-15, transferring the burden to the employees to bear.
resulting in trivial and nominal annual increase in
wages/pays. This does not assure relief from inflation that ANALYSES AND DISCUSSION ON FACTS
subjugates society being unscheduled and unleashed
fluctuation in prices of food basket. In 1972, the Pakistan’s National Pay Commission

Ensuring dignity for low paid employees (BPS 1 - 15) introduced 22 Pay Scales [4] covering all Federal and
is only possible if the prices of the food basket remains Provincial employees as against 622 pre-reform pay
within their reach. This unfortunately has not been the grades (adopted at partition) which were adjusted as
case especially in the recent past. The prices of the food given in Table 1. After 1972, a number of Pay
basket sky rocketed within recent five years to easily Commissions/Committees were formed and salaries and
defeat the capacity of the government to increase the pay wages of the government employees were revised more
of employees commensurately (notwithstanding the than a dozen times which proved to be quick fixes as they
intentions and capabilities of concerned officials). No lacked structural changes which are permanent. Then
suitable formula which could automatically provide these increases did offset the inflation and check erosion
satisfactory relief to the employees of BPS 1 to 15 seems of the real value to some extent but the real value despite
to be in place. With the current system, whenever some increase in pays has gone down substantially. This
relief is given, the greater benefit goes to already phenomenon has further de-motivated the lower level
privileged class and an inadequate increase in wages employees. To add insult to injury, in certain
unable to match the increase in prices is extended to the organizations such as Project Management Organization
low paid employees. With resultant frustration and the (PMO),  Pakistan  Atomic  Energy Commission (PAEC)
feelings of helplessness, the sufferer of the system then and the like, the wages have been supplemented indirectly
has no choice but to turn to corruption, remain absent through introduction of special scales, grades, perks,
from the government job to do another job elsewhere, privileges and allowances [5]. Such measures led to
joining criminals for an easy increase in money, creating disparities and variations in the compensation package of
social problems for the government to solve various classes of public employees. A close look at the
compensation issues etc. etc. latest release of BPS in 2011 (Table 2) reveals following

MATERIALS AND METHODS

This conceptual and theoretical study targets together  in  terms  of  monetary  difference between
analyzing and deducting a solution how to offset the as  the  maximum  difference  is  of PKR 200 only.
effect of minimal inter-scale difference so that annual Even in percentage terms in BPS 1-11, same tightness
increments in Pakistan ensure relief to low paid employees is true. 
effectively. It analyzed the historical facts from authentic The differences range from PKR 500 to PKR 1,500 for
sources, BPS 1 - 22 in depth, prevailing inflation BPS 14 to 16.
challenges and threats to highlight problems with causes. Thereafter differential between grades 17 and 19
Finally, it contributes inference with recommendations as jumps to thousands for higher scales (e.g. PKR
proposed solutions. 11,000 and above).

This study reviewed data of wages, inflation, The minimal difference between two successive
fluctuation in prices, fuel prices and the cost of food scales from BPS 1 to 15, besides abolishing the
basket of the last five years (2008-12). It also compared financial difference between two scales, defeats the
the last increased by the government in 2008 and then in very purpose of differentiation between the
2011 [3]. This allows a clear cut comparison between the employees on the basis of experience and knowledge
increase in food basket cost and the increase in wages, lowering motivation. Supervisor and worker are
making the conclusions valid and reliable. However, the merely two hundred rupees away from each other.
data of previous years where it was found useful for The yearly increment shows similar trend. It increases
drawing the comparison and specifically that of the year incrementally from BPS 1 to 15, the percentage
2012  has  been  included  in  our  discussion as the prices increase is in single digit - maximum 6.3 % and
of oil and food basket have increased a number of times thereafter it shows substantial increase.

facts:

Table 2 depicts that scales 1 to 11 are closely tied
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Table 1: Conversion of Grades into National Pay Scales (NPS)
No. of Pre-Reform Grades Incumbents of the Grades NPS in which adjusted
487 Former class-III and IV employees 1-15
19 Former class-II employees 16
116 Former class-I, middle and senior management 17-22

Table 2: BPS to BPS Difference in Real Terms: Basic Pay Scales - 2011
Basic Pay Scales - 2011
BPS Min Gap Min Jump-1 Increment Gap Increment Jump-2 Max Gap Max Jump-3 Stages
1 4800 0 0.0 150 0 0.0 9300 0 0.0 30
2 4900 100 2.1 170 20 13.3 10000 700 7.5 30
3 5050 150 3.1 200 30 17.6 11050 1050 10.5 30
4 5200 50 1.0 230 30 15.0 12100 1050 9.5 30
5 5400 200 3.8 260 30 13.0 13200 1100 9.1 30
6 5600 200 3.7 290 30 11.5 14300 1100 8.3 30
7 5800 200 3.6 320 20 6.9 15400 1100 7.7 30
8 6000 200 3.4 350 30 9.4 16500 1100 7.1 30
9 6200 200 3.3 380 30 8.6 17600 1100 6.7 30
10 6400 200 3.2 420 40 10.5 19000 1400 8.0 30
11 6600 200 3.1 460 20 4.8 20400 1400 7.4 30
12 7000 400 6.1 500 40 8.7 22000 1600 7.8 30
13 7500 100 1.4 550 50 10.0 24000 2000 9.1 30
14 8000 500 6.7 610 60 10.9 26300 2300 9.6 30
15 8500 500 6.3 700 90 14.8 29500 3200 12.2 30
16 10000 1500 17.6 800 100 14.3 34000 4500 15.3 30
17 16000 6000 60.0 1200 100 12.5 40000 6000 17.6 20
18 20000 4000 25.0 1500 300 25.0 50000 10000 25.0 20
19 31000 11000 55.0 1600 100 6.7 63000 13000 26.0 20
20 36000 5000 16.1 2350 750 46.9 68900 5900 9.4 14
21 40000 4000 11.1 2600 250 10.6 76400 7500 10.9 14
22 43000 3000 7.5 3050 450 17.3 85700 9300 12.2 14
Key:
Jump-1: The percentage difference from previous grade (minimum)
Jump-2: The percentage difference from precious grades’ increment
Jump-3: The percentage difference from previous grade (maximum)

Table 3 depicts the comparison of 2011 pay scales during decade 2000 - 2011 contributed. Price of wheat, the
with 2008 pay scales. The increase for initial 15 scales is major staple food, registered an increase of 200% during
up to PKR 3,280 (ranging PKR 1830-3,280), but thereafter the period 2000 - 2011 and vegetable ghee the main energy
the difference goes up exponentially (ranging PKR 3,940- source, by 227%. The prices of gram and sugar increased
15,320). It is noteworthy that the percentage of increase over the same period 133% and 174%, respectively. Price
hovers around 60% for all scales. Astutely, the of  wheat  increased  from  PKR  10 in  2000-2001 to PKR
percentage of the difference is kept the same to ensure 30 per kg in 2010 - 2011. Keeping such increase in prices
justification to satisfy the lower scale employees. Small in mind, the increase in comparative cost per head based
scale employees get illusion that their pays are increased on food basket and actual food consumption cost for
by 60% of the pay scale basic. Same percentage means successive  years  for  minimum  food  basket   adopted
different increase in pay for lower and higher grades in for  Medium Term Development Framework (MTDF),
real terms. It gives substantial increase to the higher scale 2005- 2010 (extended to 2012), providing minimum average
employees in the purchasing power as compared to the energy of 2150 calories is given in Table 5 [7]. The cost of
employees of lower grades adding to already yawning gap 2150  calories  which stood at PKR 960 in 2007 increased
between the Haves and Have-nots. to  PKR  2000  based  on the  retail  prices  of  Mar 2012

The study next focuses on Table 4 adopted from the (an increase of 108% in food basket for one person has
Annual Report 2011 of Planning Commission [6]. Table 4 been experienced). For an average family of seven in
enlists the average retail prices of essential food items Pakistan  (husband,  wife  and  five  children), the  amount
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Table 3: Comparison of Basic Pay Scales of 2008 and 2011

Comparison of Basic Pay Scales of 2008 and 2011

Difference Increment Increment Difference Difference
BPS Min 2008 Min 2011 Min %Difference1 2008 2011 Increment  %Difference2 Max 2008 Max 2011 Max %Difference3 Stages 2008 Stages 2011

1 2970 4800 1830 61.6 90 150 60 66.7 5670 9300 3630 64.0 30 30
2 3035 4900 1865 61.4 100 170 70 70.0 6035 10000 3965 65.7 30 30
3 3140 5050 1910 60.8 120 200 80 66.7 6740 11050 4310 63.9 30 30
4 3240 5200 1960 60.5 140 230 90 64.3 7440 12100 4660 62.6 30 30
5 3340 5400 2160 64.7 160 260 100 62.5 8140 13200 5060 62.2 30 30
6 3430 5600 2170 63.3 175 290 115 65.7 8680 14300 5620 64.7 30 30
7 3530 5800 2270 64.3 190 320 130 68.4 9230 15400 6170 66.8 30 30
8 3665 6000 2335 63.7 210 350 140 66.7 9965 16500 6535 65.6 30 30
9 3820 6200 2380 62.3 230 380 150 65.2 10720 17600 6880 64.2 30 30
10 3955 6400 2445 61.8 260 420 160 61.5 11755 19000 7245 61.6 30 30
11 4115 6600 2485 60.4 275 460 185 67.3 12365 20400 8035 65.0 30 30
12 4355 7000 2645 60.7 310 500 190 61.3 13655 22000 8345 61.1 30 30
13 4645 7500 2855 61.5 340 550 210 61.8 14845 24000 9155 61.7 30 30
14 4920 8000 3080 62.6 380 610 230 60.5 16320 26300 9980 61.2 30 30
15 5220 8500 3280 62.8 420 700 280 66.7 17820 29500 11680 65.5 30 30
16 6060 10000 3940 65.0 470 800 330 70.2 20160 34000 13840 68.7 30 30
17 9850 16000 6150 62.4 740 1200 460 62.2 24650 40000 15350 62.3 20 20
18 12910 20000 7090 54.9 930 1500 570 61.3 31510 50000 18490 58.7 20 20
19 19680 31000 11320 57.5 970 1600 630 64.9 39080 63000 23920 61.2 20 20
20 23345 36000 12655 54.2 1510 2350 750 49.7 44485 68900 24415 54.9 14 14
21 25880 40000 14120 54.6 1700 2600 900 52.9 49680 76400 26720 53.8 14 14
22 27680 43000 15320 55.3 1985 3050 1065 53.7 55470 85700 30230 54.5 14 14

Key:
%Diff1: The percentage difference between basic pays of 2008 and 2011 (minimum)
%Diff2: The percentage difference between increments of 2008 and 2011
%Diff3: The percentage difference between basic pays of 2008 and 2011 (maximum)

Table 4: Average Retail Prices of Essential Food Items

Table 5: The Food Basket

2007-08 2008-09 2009-10 2010-11 2011-12

Food Basket 958 1300 1350 1750 2000
Consumption 660 850 960 1125 1780

required to meet monthly expenditure comes to PKR
14,000. The salaries of the employees for the same period
have experienced only 60 percent increase and have come
to Rs. 7,000 as the minimum wage for the month which
clearly is 50% short of the required amount.

One reason behind the above mentioned exponential
rise in prices of food basket was the in internationally
increasing price of petroleum products. Literature further
confirms that the food price index has a high correlation
with oil prices [8]. Energy/oil prices affect the production
of fertilizers as well as costs related to food distribution
and farm machinery use. The Graph 1 indicates a
downward trend in 2008 and thereafter a phenomenal  rise
in oil prices over the last four years up to PKR 103 per liter
in  current  year  [9].  These facts substantiate that a major
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Graph 1: Retail Price of Petroleum Products 2008-2012
Source: http://www.psopk.com/products_services/pol_archives.php accessed at 4:35 pm, 6 May 2012.

factor responsible for increase in cost of living is the ever employees even after annual increments. As pay raises
increasing oil prices. A commensurate real term increase are given in percentages such low inter-scale differential
in the wages of government employees would have further inhibits the purchasing power of low income class.
solved the problem. However, no formula for increasing Further, the infinitesimal annual increases in pays follow
compensation supports taking into account the effect of a rigid fixed schedule while price revisions are never time
increasing oil prices. bound. The existing formula and/or procedure of

World Bank reported that another cause of higher Pakistan’s government to increase compensation are
food prices is poor productivity [10]. During 2000 - 2011, hence ineffective and helpless especially for low income
production of wheat, which has the maximum class employees in scales 1 - 15.
consumption in Pakistan grew at a slower pace than
consumption (0.3 percent to 1.2 percent of consumption Recommendations: Having highlighted the problem,
per year), because the population grew at 2.5 percent per discussion and conclusion, the study contributes the
year. Moreover, the wheat yields have been 2.5 MT/ha following remedial recommendations for the issue:
even in the province of Punjab compared to 4 MT/ha in
the Indian Punjab, indicating a yield gap. Resultantly, the To link Cost of Living Allowance (COLA) with the
cumulative  effect  of  hyper  population growth and yield percentage of change (increase/decrease) in
gap has created shortage in supply of wheat raising its petroleum prices. Since it is the increase in the
prices. Although Pakistan’s government tried to take petroleum prices which are the main reason for
short term measures to combat the situation such as ban increase in prices of food basket, therefore linking
on wheat exports; temporary restrictions on movement of pay change in government employees with the
wheat between provinces; removal of the import duty on increase in petroleum prices should automatically
wheat; government imports of wheat from the increase the pays of the employees to be paid to
international market; imposition of a minimum export price them on monthly basis. This step is likely to increase
of rice; subsidies on imported fertilizers; supply of their liquidity. The government can do it easily as
subsidized wheat flour to the poor through Utility Stores some percentage of the increase in prices of
Corporation outlets and various cash transfer schemes petroleum products goes to the government as well.
such as the Benazir Income Support Program; which In 2009, Ajai Sahni indicated that the Government of
proved to be inadequate as quick fixes solve the problem Pakistan is maintaining a modest ratio up to 1:279
temporarily at best. under  government  employee to population [11].

CONCLUSIONS only one person in almost three hundred affected by

Based on identified facts, reasons and discussion, To reduce unit production cost by increasing
the study concludes that the differential margin in scales productivity to lower food prices. Government
1 - 15 is too tight to provide financial leverage to low scale should make concrete measures to increase the yield

That means government will have to provide space to

linking COLA with petroleum prices.
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of important crops by encouraging farmers through 4. Ashraf, M., 2007. Pay Structure of Public Employees
reforms and subsidies etc. so that population growth in Pakistan, National Reconstruction Bureau.
does not outgrow the crops yield. In long term 5. Aziz. D., 2012. n.d. Recurrent Budgets and
perspective this is the sustainable way of keeping the Institutional Change. Available at www.icsw.org/
prices under check. doc/ P3_2e_Aziz_Eng.ppt [Accessed at 6:11pm, 6
To monetize perks and privileges of top level May 2012].
managers. Monetizing perks and privileges of top 6. Planning Commission Annual Report, 2011. Change
level managers has been adopted by the private in cost of the Food Basket 2010-2011, Nutrition
sector being a less expensive compensation strategy Section Planning and Development Division,
alternative whereas government in Pakistan is Government of Pakistan.
sticking to the policy of government sponsored and 7. Federal Planning Commission of Pakistan, 2003.
owned perks for executives. This approach is costing Medium Term Development Framework (MTDF),
more to the exchequer. By monetizing the perks for its 2005-10, CommerceDivision, Government of Pakistan.
BPS 20-22 employees, the government of Pakistan 8. OECD, 2008. Rising Food Prices, Causes and
can save money and spend it on employees of lower Consequences. OECD. Available online at: http://
grades. www.oecd.org /dataoecd /54/42/40847088. pdf
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