
 

 

 

 

‘Pay’ for Employees – A Concerning ‘Term’ for Employer 
 

 
‘Pay’ is a Monetary Obligation by Employer, payable to the engaged individual for the 
expected Job Performance. 
  
There are basically TWO payments (in some cases, it is THREE) …. (a) Remunerative 
Payments and (b) Compensatory Payments (and third of course is Perquisites). 
 
A Pay becomes a ‘challenge’ when the Employer confounds the first TWO. 
 
Remunerative payments are usually called – Basic, Dearness Allowance, Overtime 
allowance (paid for, in addition to the normal work), House Rent Allowance etc.  Except 
Overtime, others are basically static, and the periodicity is also fixed. 
 
And the Compensatory payments includes – any payment made to an employee to 
reimburse or compensate for special expenses that an employee might incur by reason of 
the nature of his employment – example is Conveyance/Travel Allowance, Washing 
allowance, Bonus, Incentive, Production linked Bonus, Night Shift Allowance, Hardship 
Allowance, and as many.  Such compensations are dynamic and sometimes it is NIL. 
Conveyance allowance, one of the ‘structures’, which is now considered only by few 
establishments, become ‘fixed one’ for the sake convenience of Employer. Earlier, it was 
also dynamic. 
 
Perquisites ordinarily is an Emolument attached to a Designation or Position, which is paid 
in addition to the Wages.  Basically, it will be a non-cash benefit (meaning reimbursable). 
 
Recent trend in the Industry is, having two more Challenging type of payments, which are 
(a) Other Allowance and (b) Special Allowance. If these two are not for any specific reason 
towards the nature of employment and static with sum & periodicity, it shall form part of 
Remunerative payments.   
 
Disputes can be avoided if the Employer makes the following, clearly mentioned in the 
Offer/ Appointment letter issued and duly acknowledged… (a) periodical increment 
consideration (b) leave encashment (c) computation of incentive or bonus (d) notice pay, 
etc., will be on Remuneration payments only or on both/all. 
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