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Introduction  

Since early 60's like many other industrially advanced countries in the globe, 

India had also stepped into the path of modernizing and industrializing the country 

through the scientific approach of Five Year Plan. In the phase of four decades history 

of industrial development, the country has experienced several changes in industrial 

policies. Over eight five year plans, aim to build up a strong diversified base of 

industries across regions met several downfalls. But there is no doubt that industrial 

economy during four decades of independence has made rapid strides in terms of 

product diversification and volume of output. Yet unfortunately, it has not emerged as a 

leading sector in the country. 

With the emergence of industrialization in early 70's India, the trend for more 

goods and services had emerged in Indian market to meet the demand of Indian 

customers. As a result several companies were in the need for recruiting more 

manpower. Later in early 90's, with the wave of globalization, the multinational 

companies in India made quality products and services available to customers. The 

pressure on Indian industry had come from courtiers like China, Taiwan, South Korea 

and Japan, where they made available cheap goods to Indian consumers. 

In The era of globalization and due to change in technology the existing 

manufacturing process outdated resulting heavy losses to the Indian companies. To 

overcome this problem companies had no other option but to go for new technology. 

New technology requires less manpower. When the manufacturing process became 

automated, it results in excess manpower. Moreover new technology needed different 
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skills altogether where present employees have to be either trained or to be replaced 

by machines. Due to this the cost of manufacturing had gone up. The companies had 

started cutting costs such as canteen cost, overtime cost and transportation cost etc. 

Some companies, which had given facilities to employees like company car, housing 

loan, and other benefits, subsequently withdrew the same. Companies started 

outsourcing some of their products and other activity. Some companies shifted their 

manufacturing facilities from Mumbai to other remote and underdeveloped places, in 

order to reduce costs like municipal and sales tax. In addition to these measures the 

companies planned to reduce manpower cost by downsizing their employees wherever 

they felt excess of manpower. Thereby Voluntary Retirement Scheme (VRS) came in 

to existence to reduce manpower. 

 

 

II Focus of the present study: 

The preset study thus makes a modest attempt to assess and analyze the effectiveness 

and efficiency of VRS implemented in the 25 companies in greater Mumbai and also to 

analyze whether the VRS scheme has been truly effective for the recipient employees 

III. Methodology: 

The broad outline of the present study is to select the universe of manufacturing 

industry to determine the problems and prospects of VRS affected personnel during the 

period 1984 to 2004. The selected population is the employees of the industry whose 

manufacturing facility is in Mumbai and Navi Mumbai region, one of the biggest 

industrial belts in India. The intention is to get information regarding the Voluntary 

Retirement Scheme (VRS) adopted by various companies. The study further explores 

the changing socio-economic situation of those employees who have already received 

VRS. The present study has adopted a qualitative and interpretative approach to 

collect information followed by in -depth interview of few employees to develop case 

studies.  

On the basis of turnover three categories of companies called "A" "B" and "C" have 

been formed. Category "A" consists of companies having turnover of more than 1000 

crores. Category "B" consists of companies having turnover between 500 to 1000 

crores. Category "C" consists of the companies having turnover of less than 500 crores. 

From the category "A" random sampling of 5 companies has been selected, from 

category "B" random sampling of 7 companies has been selected and from the category 
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"C" random sampling of 13 companies has been selected. From five companies of 

category "A", questionnaires were administered to the Managers, Executives/Officers, 

Supervisors and Workmen. The total number of employees of category 'A' is 39. 

Similarly from category 'B' questionnaires were administered to 29 employees and 

from category 'C' questionnaires were administered to 32 employees. 

All the 25 companies in the Mumbai and Navi Mumbai region comprise of total 100 

employees. The sample is large enough to get sufficient number of respondents as the 3 

major Pharma companies have given VRS to 14672 employees and 7 engineering 

companies given VRS to 5870 employees and 3 major Electronic companies given VRS to 

7850 employees 4 Chemical and Petrochemical companies given VRS to 2027 

employees and 556 employees took VRS from other industries. Total 22,265 

employees took VRS during the period of 1984-2004. For the present paper, 10 cases 

have been considered as representative of all the cases on the part of employees. 

Further eight cases have been considered as the representative of cases of employers. 

The cases are mainly narratives of the respondents' perception about the VRS scheme 

given or adapted by them as favorable or non-favorable. These are envisaged below: 

 

 

IV   CASE Studies OF EMPLOYEES 

 

CASE I 

The Employee states that she had taken VRS from IOCL in the year 2000. Her salary at 

the time of joining was Rs. 6007- per month and at the time of retirement it was Rs. 

20000. Presently her age is 52 years. She was very happy with the VRS compensation, 

which she got from the company. At around the same time her husband also retired 

from service. Now they are happily living with their lifetime savings. 

CASE II 

The present Employee, Chief Manager RCF Limited took VRS from the company in 

the month of July 2003 at the age of 47 years. His last drawn salary was Rs 40,000 per 

month. Being an MBA. with a lot of experience with the company, after retirement he  

is an  HR  consultant to many corporate in Mumbai.    He said that he is l iving 

comfortably with his family. 
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CASE III 

The present Employee, PA to Manager Legal Department in Glaxo India Limited, 

took VRS from the company in the month of August 2001. When asked about the 

possible reasons for her taking VRS from the company, she replied that her husband 

had got a transfer from Mumbai hence she had no other alternative but to take VRS so 

that she could accompany her husband. Hence she opted for VRS and presently she is 

taking care of her children at home. When asked about her experience with the 

company, she said that it was a great pleasure working with the company. It will be 

difficult to get such an atmosphere in any other Industry. Further when asked about the 

VRS package she added that the VRS package was very good for those who wanted to 

take it but it was a sad ending for those who were forced to take VRS. 

CASE IV 

The present Employee took VRS from Indian Oil Corporation in the month of June 

2000. When asked about corporate responsibilities of Companies towards redeployment 

of VRS personnel, he said that VRS employees should be given a chance to work in their 

retail outlets and the company should also help them in getting some job. 

CASE V 

The present Employee, chief Manager IT took VRS from Lubrizol India Limited in 

the year 2002. He said that VRS is not the solution in the present scenario. VRS 

should be applicable only for sick/loss making companies. He further said that before 

implementing VRS, companies should consider all aspects of employees like family 

background, his/her skills and potentials, growth prospects, post VRS prospects and so 

on. 

CASE VI 

The present Employee, Senior Stenographer also took VRS from Lubrizol after putting 

20 years of service with the company. When asked about the social implication of VRS, 

she replied that for women it was a good opportunity, for men there was good chance to 

start some business, from the Corporate point of view she said there was a possibility of 

losing talented/experienced staff. 

CASE VIII 

The present Employee, Officer in the Admn department took VRS from Bayer India 

Limited, in the year May 2003. After taking VRS, the company had given him a chance 



 

Journal of Global Economy, Vol 2 No. 4, December, 2006 
319 

to join as a consultant. When I asked him about what should be the VRS package, he 

said that at least it should be 50 % of the salary to maintain the Family. 

CASE IX 

The present Employee, Executive (Finance &Accounts) took VRS from Lubrizol India 

Corporation Limited in the year 2002. When asked about his opinion about VRS, he 

said that Companies are taking undue advantage of VRS by reducing its manpower. It is 

also adding unemployment in the Country. Government should not disinvest from 

profit making companies i.e. Indian Oil Corporation Limited, HPCL, BPCL, NALCO 

etc. He is presently working in a private limited company. 

CASE X 

The present employee, Plant Operator took VRS from Bayer India Limited, in the year 

1995 and started tour and travel business in Navi Mumbai earning good amount of money. 

He said VRS is good for the people who are capable of doing some business or job. It all 

depends on how they make VRS package productive. 

CASE STUDIES OF EMPLOYERS  

CASE I 

Some of the corporate heads who had successfully implemented VRS in their 

companies were interviewed and the findings are as follows: 

 Head Employee Relation 

The name of the company is Company, Bayer India Limited, Navi Mumbai. When 

asked about the reasons for implementing VRS in their company he said that it was 

basically to reduce the surplus manpower resulting from automation. When asked about 

the amount spent by the company on VRS, he said it was 12.5 lakhs per employee, in 

addition to other legal dues like P.F, Gratuity etc. Return on Investment (ROI), from the 

VRS could be achieved within 3 years time. According to him there would be lot of 

saving in welfare cost, transportation cost, canteen cost and other expenses like 

medical, Uniform, Subsidies etc to employees. 

The unique feature of his company's VRS scheme was that it had given pre and post 

VRS counseling to the employees and the compensation was best, in comparison with 

other schemes offered by other companies. The company had also tied up with LIC for 

monthly pension to VRS employees as a part of the package. 

 



 

Journal of Global Economy, Vol 2 No. 4, December, 2006 
320 

CASE II 

The case is of a General Manager Marketing Siemens Limited. When asked about the 

reasons for implementing VRS in their company, he said the manpower reduction 

competitive pressure and lack of business opportunities are some of the major reasons 

due to which the company gave VRS in the year 1996. 3500 employees had taken VRS. 

The average cost to the company was 10 to 12 lakhs per employee. When asked about 

how the company benefited from the scheme, he said that reduction of personnel cost 

resulted in streamlining the operations of the company. The company had given VRS 

to the middle management employees and to the workmen. When asked whether the 

company has conducted any training programme for the existing employees to enable 

them to handle the additional responsibilities arising out of VRS, he said that the 

company conducts regular training programmes to the employees to upgrade their 

knowledge and to keep their morale up.  

CASE III 

General Manager (Personnel), Luhrizol India Limited. The company's turnover is Rs. 400 

crores. It had implemented VRS 3 times, to the workmen and to the executives. The 

company has a joint venture with Castrol Lubrizol America and Indian Oil Corporation in 50: 

50 ratio. The cost of VRS to the company was around 30 crores. When asked why the 

company had given VRS, he said it was basically to reduce the cost of manpower and to 

enhance the efficiency of the existing staff. The company had given VRS to around 250 

employees. The company had also offered other legal benefits like P.P. Gratuity, Medical etc. 

CASE IV 

Asst. Vice President HR, Reliance Industries Limited. The company had given VRS to 

around 400 employees in the year 2003. The amount spent by the company was Rs. 2 

lakhs per person. Mr. Sharma said that on implementing the VRS the wage bill of the 

company was reduced by 20 %. He added that the overall profitability increased by about 5 

to 10 percent as a result of reduction in manpower. 

CASE V 

Training Manager, RCF Limited. The company had given VRS to 393 employees in the 

year 2000. The cost of VRS was approximately Rs. 20 crores.  He said that by successfully 

implementing VRS in his company, he could increase the work efficiency of the 

existing employees. As most of the administrative staff was less qualified, it was a golden 

opportunity for them to opt for VRS. The compensation was also very attractive. He further 
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said that the company had given one month training programme to those employees who 

wanted to set up their own business. ] 

 

CASE VI 

The respondent here is Dy. General Manager, (P&A) Color - Chem Limited. The 

Company had given VRS in the year 1999, the reasons he said for implementing VRS 

in his company as: Outsourcing, Automation and Manpower reduction. The success rate 

of VRS, he said, was 100 percent. The compensation, he said was an average of Rs. 

6.5 lakhs for employee depending upon the position and experience plus other legal 

dues as per grades of the employees. 

CASE VII 

Senior Manager, HR, OTIS Elevators India Limited. The Company had given VRS to 

500 employees in the year 1998. He said that the main reasons for implementing VRS 

was for encouraging the efficiency of existing staff. He said that the VRS cost to the 

company was 7.5 lakhs per employee. And in spite of that the profitability of the 

company was Rs. 15 crores which will be after the payback period of at least four and 

half years. When asked about the unique feature of the companies' VRS Scheme., He 

said all the VRS employees were called to Head Office and the dues were given to 

them in the hands of General Manager with a gift from the Management. 

CASE VIII 

G.M. Personnel, Philips India Limited. Mumbai. The company had given VRS to 

around 4000 employees during the year 1986 to 2000. He said that reasons for giving 

VRS was due to Overage Employees, Automation, Competitive Pressure, for 

encouraging and motivating existing staff and lack of business opportunities. 

Analysis and Suggestions: 

Few suggestions have been mentioned below regarding the better investment package for 

the VRS holders to secure their future and proper utilization of financial resources 

1. Company should find out the need for VRS.   It should not be introduced as an 

excuse for its failure in business. It is advisable that VRS should be 

introduced only after other cost cutting measures have been fully implemented. It 

is not advisable in introducing VRS in profit making companies like Oil and 

Natural Gas Corporation Limited, Indian Oil Corporation Limited, Maruti 

Udyog Limited, Hindustan Petroleum Corporation Limited. 
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2. VRS can be implemented in sick and loss making units. It should not 

encourage the competent employees to leave the organization, because getting 

right people for the right job is difficult. If company loses talented people there 

is a possibility that the competitors may grab them. 

3. Implementation of Voluntary Retirement Scheme (VRS) in the company may 

create some fear among those employees who not opted for it, which may lead 

lo low morale among them. Hence it is very important to discusfWith the 

existing employees the company's future plans and its future course of action. 

4. Company should hold counseling sessions with the employees. 

5. Unions should be taken in confidence before implementing VRS. 

6. By putting up current mutual Fund Schemes such as Unit Trust Schemes, SBI 

Mutual Fund Schemes, Pension Schemes etc on Notice Boards, companies 

should educate employees on financial management of funds. 

7. Companies should give fair chance to its VR employees for contract jobs. For 

example Siemens gave contracts jobs to its employees. 

8. Guidance should be given to them for starting a business as per their ability. 

9. They should be helped  in getting finance from Bank to start some business. 

10. The company should give preference to the retired employees' children in the 

new recruitments based on their qualification and experience. 

Suggestions to the employees: 

An employee should ask himself/herself about the following questions, before making 

a decision with regard to VRS: 

1. How far family gets benefited  from VRS? 

2. Will he/she gets job elsewhere? 

3. How is he going to spend the remaining part of his/her life? 

4. Can he start a business? 

5. Who will support his family?   

6. If VRS optee is a lady, whether  her children need her attention with regards 

to their education and career planning?   

V Conclusion: 
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Thus on the basis of above findings it can be stated that VRS is beneficial to both the 

employers and employees. But it depends how one manages and plans "his post VRS living. 

How companies manage with the existing manpower and their retention is a cause of concern 

for the Management. 
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