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Government approves Employment-linked incentive 
schemes

The Honorable Finance Minister, Nirmala Sitharaman, had 

earlier in her budget speech announced a few schemes and 

initiatives to generate employment.

Recently the Union Cabinet chaired by the Prime Minister, Shri 

Narendra Modi, has issued a press release approving the 

Employment-linked incentive (ELI) Scheme1 to support 

employment generation, enhance employability and social 

security across all sectors, with special focus on the 

manufacturing sector. It aims to benefit 4.1 Crore youth with a 

total budget outlay of INR 2 Lakh Crore. 

With an outlay of INR 99,446 Crore, the ELI Scheme aims to 

incentivise the creation of more than 3.5 Crore jobs in the 

country, over a period of 2 years.  Out of these, 1.92 Crore 

beneficiaries will be first time employees, entering the 

workforce.  

The benefits of the scheme would be applicable to jobs 

created between 1 August 2025 and 31 July 2027.
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Executive summary

_____________________________________ 

1 Press release issued by the Ministry of Labour and Employment 

Source -  https://www.pib.gov.in/PressReleasePage.aspx?PRID=2141129 - dated 1 July 2025

Accessed on 2 July 2025

https://www.pib.gov.in/PressReleasePage.aspx?PRID=2141129
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− Second Installment: Payable after 12 months 

of service and successful completion of a 

financial literacy programme.

• To encourage the habit of saving, a portion of the 

incentive will be kept in a saving instrument of 

deposit account for a fixed period and can be 

withdrawn by the employee at a later date.

• The above is expected to benefit approximately 

1.92 crore first-time employees across the 

country.

Part B: Support to Employers

• This part will cover generation of additional 

employment in all sectors, with a special focus on 

the manufacturing sector.  

• The employers will get incentives in respect of 

employees with salaries up to INR 1,00,000  

• The Government will incentivise employers, up to 

INR 3,000 per month, for two years, for each 

additional employee with sustained employment 

for at least six months.

• For employers in the manufacturing sector, the 

incentive period will be extended to the third and 

fourth years as well.
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Scheme highlights 

The scheme consists of two parts with Part A 

focused on first timers and Part B focused on 

employers:

Part A: Incentive to First Time Employees

• This initiative is designed to support first-time 

employees registered with the Employees' 

Provident Fund Organisation (EPFO). Under this 

scheme, eligible employees will receive an 

incentive equivalent to one month's EPF wage, 

capped at INR 15,000, disbursed in two 

installments.

• Eligibility Criteria:

− Must be a first-time employee registered with 

EPFO.

− Monthly salary should not exceed INR 

1,00,000.

• Incentive Structure:

− First Installment: Payable after completion of 

six months of continuous service.
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• The taxpayer also contended that there was no transfer of any copyright while providing access of software to the 

group companies and thus the payment received was not taxable as software royalty.

• Eligibility Criteria 

− Establishments registered with the EPFO must 

meet the following hiring requirements:

o Employers with fewer than 50 employees -  

Must hire at least two additional 

employees.

o Employers with 50 or more employees -  

Must hire at least five additional 

employees.

− All new hires must remain employed for a 

minimum of six months to be considered for 

incentives.

• Incentive Structure
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* Employees with EPF wages up to INR 10,000 will get a 

proportional incentive.

EPF Wage Slabs of Additional 

Employee 

Benefit to the Employer 

(per additional 

employment per month)

Up to INR 10,000* Up to INR 1,000

More than INR10,000 and up 

to INR 20,000

INR 2,000

More than INR 20,000 (up to 

salary of INR 1,00,000 /month)

INR 3,000

The ELI Scheme plays a transformative role in 

strengthening the economy by addressing youth 

unemployment and nurturing a skilled, future-ready 

workforce. Through this initiative, the government 

aims to stimulate job creation across all sectors, with 

a special focus on manufacturing, while encouraging 

young individuals entering the workforce for the first 

time.

Our comments

• The above is expected to create additional 

employment of nearly 2.60 crore persons.

Incentive Payment Mechanism 

• Under Part A of the Scheme, all payments to first-

time employees will be disbursed through the 

Direct Benefit Transfer (DBT) mode, using the 

Aadhaar-Bridge Payment System (ABPS). 

• Payments to Employers under Part B will be 

credited directly to their PAN-linked bank 

accounts.
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• The taxpayer also contended that there was no transfer of any copyright while providing access of software to the 

group companies and thus the payment received was not taxable as software royalty.

A key outcome of the scheme is the formalisation of 

employment, extending social security benefits to 

millions of young men and women across the 

country. By promoting skill development and offering 

financial support to both employers and new 

graduates, the ELI Scheme lays a strong foundation 

for sustainable employment growth.

This forward-looking initiative not only enhances 

employability but also fosters inclusive economic 

development marking a significant step toward 

building a resilient and dynamic workforce for the 

future.

Employers should also look forward to providing 

employment and obtaining the necessary incentive 

under the ELI Scheme.
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