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The Government of India has recently, amended the Payment of Bonus Act, 1965. The said amendment has received assent from President of India on 31st December, 2015. Now, the Government of India has issued a notification to that effect, dated 1st January, 2016. After going through the same carefully and deeply, we feel the following changes will have some negative implications on the overall Industrial Scenario.  
· The ceiling limit of salary for coverage under the Payment of Bonus Act has been increased from Rs. 10,000/- per month to Rs. 21,000/- per month. This is a Quantum jump and majority of the Industries are still not mentally prepared for it. But, in the interest of weaker section this change is welcome. 
· However, the retrospective effect to the amendment is fraught with serious financial implications for the Indian industry, particularly the Medium, Small and Micro Enterprises sector. Particularly, it has caused both the financial and operational hardships to all the Industries at the time when the Industry is undergoing challenging period. The burden of financial implications on the industries will face serious functional problems as the enhanced amount of bonus has not been provided for in the balance-sheet/accounts statement of the previous year i.e. 2014-15, which ended on March 31, 2015.
· The alarming change is the increase in salary base for Computation of Bonus under section 12 of Payment of Bonus Act, 1965. Earlier the base was Rs. 3,500/-  and now it stands increased to 7,000/- per month or the minimum wages fixed by appropriate Government, whichever is higher.

· Prior to amendment the basis for calculation was Rs. 3,500/- ,it was uniform across India. The amendment in section 12, has stipulated two fold limits one is Rs. 7,000/- and the other one is Minimum wage fixed by the appropriate Government. Higher of these two has to be considered, if the actual salary exceeds any of these. 

· This change has caused discrimination and functional complications. The minimum wage is fixed by State Government; the minimum wage in each state therefore is different. 
a) This will cause discrimination in basic treatment. This is very much against fundamental basis of equality guaranteed under constitution of India.  

b) The states like Maharashtra are having higher rates of minimum wages. Therefore, the employers in Maharashtra will be required to pay higher amount of bonus in comparison to many other states, which are having lower minimum wages. This has led to discrimination by putting some states having lower minimum wages to advantage over the other states having higher minimum wages. 

c) In addition in the era of competition, Industries have set up plants in different states to cater to local customers at competitive rates by saving costs, more particularly on transport. Such Industries having plants in more than one state are put to more complex Industrial Relation issues as well.  

d) The Industries, who were following Uniform Bonus practice, can no longer continue to pay same amount. Because 20% in each state is different. 

For e.g. the Industries having units in Karnataka are required to pay Rs. 16,800/- @ 20% and same Industry having unit Maharashtra will have to pay approximately RS. 24000/- @ 20% for skilled workforce, irrespective of performance of concerned units. This will lead to discontentment amongst the workforce receiving lower bonus.

e) In addition to this, if the two plants are in different states and the older plant of the Parent company is performing better than the new plant situated at other state (having more minimum wages), just because of locational advantage/disadvantage, those employees will be given more bonus than the performing unit. All these things are going to create discontentment amongst employer and employees and potential Industrial Relations problems.  
f) Thereefore, requirement to consider the minimum wages under the MW Act while calculating bonus will create uncertainty and disparity around bonus payments.  

Therefore, Hon’ble Government of India needs to reconsider following recommendations.

· The retrospective effect for the payment of Bonus for the last accounting year 2014-15 be removed and make it prospective from the current accounting year 2015-16.
· The basis of calculation of Bonus should be made Uniform at Rs. 7,000/- across all the states and linkage to minimum wages be removed, to avoid discrimination leading to potential Industrial Relation issues. 

