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In this era of high growth rates, rising markets, comfortable foreign exchange reserves and sufficient food stocks, there is euphoria about the future prospects of the Indian economy. But who has benefited from this growth through the two decades? Not necessarily those living in rural areas and the hinterland where the struggle for survival is still grim.  Over 200 million remain poor, irrespective of how poverty is defined. Evidently the growth process, given its composition and location, has had a poor job-creating capacity outside large urban centers. There is, therefore, a need to re-engineer the growth trajectory to promote more jobs. 

The fact that growth in India benefits the poor rather slowly has repeatedly been recognised since the 1970s and a number of poverty alleviation and employment-generating programmes have since been put in place. But the overall impact of these remains questionable: through the extant employment-generating programmes, the average number of days a job-seeker has found work has generally not been more than 1–2 weeks in a year, which at best lessens some under-employment but does not really alleviate poverty. Also, jobs provided in such programmes are provided more as largesse extended by the authorities rather than as a right exercised by the workers to work with dignity. It is imperative, therefore, that there be an entitlement for work; i.e. the right to work must assume centrality. Such a 'right' is vital not only for the socio-economic well-being of the populace, it could also create a political constituency for the deprived and voiceless. 

Investment in creating employment could build durable assets in rural areas, whose ownership could then rest with the local people, to be used for their own benefit and to further their income generating capacities. The assets could also provide sustainability to any development process and ensure redistribution with growth.  To put into practice such a process requires appropriate institutions that are close to worker’s community, where the probability of their direct involvement in decision-making is high. Strong and well-functioning Panchayati Raj institutions could play the lead role in providing this institutional base.
Creating employment for millions requires a major intervention at the national level. Worker’s organisations have been demanding a national level Employment Guarantee Act (EGA) for many years. The Common Minimum Programme (CMP) of the UPA government has pledged to provide 100 days of employment to the rural (and urban) poor. EGA is not new in its entirety, a rural work guarantee scheme has been in place in Maharashtra since 1977, and also, similar job creation schemes have been in operation since at least the last two decades in the country. But how would an ‘employment guarantee’ be different from the existing rural employment programmes of the government (e.g. Sampoorna Grameen Rozgar Yojana or its earlier incarnations), what are its implications for the administration, is it financially viable, etc. are some of the questions that have been in discourse for sometime now. 

The Institute of Development Studies, Jaipur, organised a National Consultation on the Employment Guarantee Act on November 22-23, 2004, to bring the debate on employment guarantee in the public domain. Academics, social activists, and policy makers were invited to present their views on the draft Act, the possible pitfalls in it and changes that could be effected. 

Critical difference between an Act and a Programme (Yojana)

An Act provides a legal guarantee to employment and places a judicially enforceable obligation on the state. It thus ensures accountability on part of the state, which in turn, extends the bargaining capacity to the working classes. Next, whereas schemes have shorter life spans, a law stays; and workers, over time, learn to defend their entitlements. A law also ensures equity and universal coverage without targeting and setting other arbitrary criteria for selection, as well as provides guaranteed employment without a competition for limited opportunities. It further ensures predictability, especially to workers getting employment in the slack season. The Act could go a long way in tiding over poverty and hunger, reducing rural-urban migration, empowering women---as a large proportion of the job-seekers are likely to be women---creating useful productive assets, and empowering the poor in the rural society. In turn all these would foster a more equitable social order. An Act might also extend a new lease of life to the rural labour movement in large parts of hinterland India.
The Draft National Rural Employment Guarantee Act

The central provision in the draft Act (Right to Food Campaign, 2004) is that it guarantees employment to all adults in rural areas willing to engage in casual manual labour. Next, it says that the work will be provided within 15 days of making an application within a radius of 5 km of the applicant's residence. Workers are entitled for a statutory minimum wage applicable to agricultural labourers in the state, to be paid within seven days after the work is done. Next, unemployment allowance is to be given in the event that work is not provided within 15 days after the application is made. An Employment Guarantee Programme (EGP) is to be created under the Act, through which work will be provided to all applicants. Only “productive works” are to be taken up under the Programme, they being defined as those works that contribute directly or indirectly to “increase of production, creation of durable assets, preservation of the environment, or improvement of the quality of life”.

There are strong provisions for transparency and accountability at all levels; for instance, job cards are to be issued to all workers, wages are to be paid in public presence on pre-specified dates, all relevant documents are to be made available in a simple format for public scrutiny, regular social audits of all the works are to be conducted, muster rolls are to be displayed at the Gram Panchayat office until the wages are paid, utilisation certificates for the resources used up are to be issued by the Gram Sabhas, and so on. Thus, the Employment Guarantee Act has to be in tandem with the demand for a strong Right to Information Act. 

The implementation of the programme at the local level will be the responsibility of a Block Officer. Village-level works are to be planned and executed by Gram Panchayats based on the recommendations of the Gram Sabha.  Panchayats are expected to maintain a shelf of works and to ensure timely social audits of all works.

The EGP is to be monitored by a Central Employment Guarantee Council at the national level and by State Employment Guarantee Councils at state levels. The draft Act states that labour costs will be paid entirely by the central government and the material costs will be shared equally between the state and central governments.  The Act provides for the creation of a dedicated, non-lapsable National Employment Guarantee Fund.
THE PRINCIPAL ISSUES

The Consultation included discussions on three major issues: 

1. Features and different facets of the draft Act;

2. Creation of durable assets: Linking work creation with the general plan/non-plan activities of the state such that the manual labour component of the latter, could be effectively met from this surplus labour;

3. Sources of finances to meet the expenditure on the employment guarantee.

I. CMP and features of the draft Act

One hundred days or more of employment

The Consultation was critical of the cap of 100 days of employment per annum per household. An employment guarantee technically should mean that employment is available, in principle throughout the year: when no other work is available elsewhere people should be able to obtain employment on EG sites. In this regard, the draft in its present form provides only a limited employment guarantee. In fact, the guarantee should be a 'clearing house', to match the demand and supply of labour; i.e. it should provide more opportunities during the slack season, and vice versa. In the semi-arid hinterland and agriculturally marginal areas, the demand for employment is high for large parts of the year and could vastly change from one year to another; hence to put a ceiling on the number of days might not be in the interest of the workers .

Experiences from Maharashtra Employment Guarantee Scheme (MEGS) showed that the actual employment days sought are less than 100 days---except perhaps in 1974 or 1979in the wake of an unprecedented drought, and also when the economy had a relatively narrow base---even though there is no ceiling on the number of days of employment in that programme. Some might argue that this is because the wages provided under MEGS are lower than the prevalent agricultural wages and that the demand for employment is highly elastic to the wage rate. However, after 1983 the MEGS wages and the minimum wages laid down by that state are the same, yet the demand for jobs under MEGS is far below the 100 work days mark per worker other than in years when the monsoon plays excessively truant. Thus, the "initial" cap of 100 days should give way to a full-fledged, full year work guarantee and this aspect should not be left to the discretion of the state government, as the draft currently states, the Consultation observed.

One person per household or every adult member

Employment guarantee in the draft document is extended to only one person in a household. This obviously violates the principle of universal entitlement. Besides, the household is not a legal entity and hence, seeking redressal on this count might be problematic. In large extended families, who live together to share their meagre resources, a number of persons are likely to be excluded and the provision of extending minimum livelihood to people at large would be defeated. Next, male workers could, in all probability, take up most of the jobs; consequently women's entitlements would take a back seat with their livelihood concerns remaining unaddressed. The Consultation urged that the guarantee of employment be extended to every “adult” member and not be restricted to a “household”. However, in case that the provision remains, at least 40 per cent jobs must be reserved for women.

Rural, urban or both?

According to the CMP, both rural and urban areas would be covered under the employment guarantee. But the Draft Act covers only rural areas. Distress migration to urban areas is considerable, which adds to the already large number of unemployed living in destitution in urban areas, especially in small towns in the hinterland. The Consultation called for a similar Act for the urban unemployed as well.

II. Creation of durable assets and strengthening of labour organisations

An employment guarantee does not ensure employment alone but also creates durable productive assets that would strengthen the rural economy,  in turn, which would have a multiplier effect on employment. Past experiences of employment programmes suggest that, generally the employment generated is temporary, the assets created often whither away in a very short time, and not much downstream employment is generated. Nevertheless, there are pockets where assets have been created because proper planning and people's participation have been effective. In such locales significant incremental employment and incomes as well have been generated. 

The Consultation called for a more clear definition of "productive works", which presently includes "works that directly or indirectly contribute to the increase of production, creation of durable assets, preservation of the environment, or improvement of the quality of life". Assets most beneficial to the rural areas would include traditional labour intensive works: watershed development, restoration of tanks and water bodies; environmental restoration activities---land development and forest regeneration, rural godowns to store food grain in rural areas; social sector works---waste disposal, public health; and home-based village industries. These could find explicit mention in the programme. Once a clearer definition emerges, it would be simpler to plan for their creation at a de-centralised level. 

Works can be undertaken on demand, or alternatively, projects would be drawn up and completed in a definite time frame. The Maharashtra experience shows that on several occasions when work have begun on demand they remain incomplete. Several thousand water bodies have been built under the aegis of the MEGS; yet there is acute shortage of water and tankers routinely supply water. Thus, should the proposed EGS link up with the rural asset creation processes? In this regard, the Consultation felt that vialble project creation should assume priority. Ideally, it was suggested that workers' organisations or panchayats should decide what projects can (and should) be undertaken in their villages, the size of the projects and their implementation schedules. However, the technical input would have to be provided by the line departments of the state government whose hierarchy is linked with the district administration, i.e. the collector. The Consultation observed that accountability of the Zilla Parishad (and Panchayats) which undertakes the works, should match with their responsibilities and there should be a synergetic relationship between the Zilla Parishas and the district administration. The synergy must also extend to the relationship between the line departments as well as complement other development programmes being implemented in the area, so as to ensure a maximum impact on the well being of the society. 

For maintaining a sustainable growth process, efficiency in the process of asset creation is paramount. This involves coordination between different government departments, decentralisation in decision-making; information dissemination; and instilling confidence with the local populace. Effectiveness would also improve if maintenance of assets were as well, planned for.

Strengthening labour organisations

Participation in all its aspects including decision-making, implementation and evaluation, is perhaps the most central feature of a successful rural development programme. Worker’s organisations should have a role in:

· Identification of assets to be created;

· Allocation of work according to physical capacity of the workers; and

· Addressing gender balance and other gender concerns. 

Group dynamics of various organisations are complex and are governed by a combination of overlapping factors such as the size and composition of the group, social hierarchy, caste relations, and gender balance. Social organisations have an important role in successfully reaping the outcomes of EGP type programmes. They could strengthen workers’ organisations and might also play a role in federating them. They could further help in maintaining rationality and minimising conflicts. 

The Consultation observed that the draft Act, in its present form, has a limited vision as far as provision of work is concerned, and  there is need to go beyond mere casual manual work. Thus, the programme should also aim at building some human capacity; for example providing (limited) on-job training to workers which would help them to move away from being poor unskilled to semi-skilled workers.

III. Wages 

The supply of labour is significantly elastic to the wage rate. The Draft Act provides for minimum wages equivalent to the wages payable to agricultural labour in the states. But minimum wages vary across states. One suggestion was to have a national benchmark of the wage level. The difference between central wages and the state minimum wage could be compensated by the state if the state wage is higher. However, what would happen in the reverse scenario, or how could the centre differentiate in case there are parallel employment programmes?  It was felt that while over a period of time regional wage equality might prevail, at the first instance the prevailing state minimum wages should be guaranteed. Next, there should be no duplication in programmes and other employment schemes should merge with EGP.

There was a suggestion that wages might be paid in kind (grain) and cash and the grain might be priced at the BPL rate, say 10 Kg of grain and Rs. 14 in cash (if the minimum wage is, say, Rs. 60 a day). If works are scheduled regularly, this would provide food security at the household level and also decrease the holding costs of grain with the Food Corporation of India. However, such a wage might not benefit the poor in long term, if the relative prices of food grain with respect to other commodities reduce. This aspect needs serious thinking.

There was consensus on the fact that minimum wage is an economic necessity and the programme must ensure at least a minimum livelihood. Yet, the wage rate should be able to self-target: only the really needy get work on demand. In a temporal context, EGP floor wage rate should: one, be indexed to inflation; and two, rise in conjunction with the growth rate of the economy. This would ensure better distribution of wages and establish the basis for setting a living wage rate for the rural working classes. 

On the wage component, in the expenses to be incurred, there was a consensus that the wage-material ratio should be fixed (say 60:40) for the entire works undertaken at the state level---60 per cent on wages. There should, however, be considerable flexibility for individual projects.  The wages paid should be piece rate with a fall back. 

IV. Finances

Those critical of an employment guarantee raised the issue of finance, stating that the fiscal outlay required was too high, well beyond the current means of the central and state governments. At the same time, employment of 100 days for a household would earn it an additional income of just Rs. 6,000 in a year, not adequate from maintaining a minimum stipulated standard of living unless the household already earns well over Rs 12000 from else where.  Given this scenario, the Consultation considered the following for calculating the resource requirements: the wage rate applicable, supply of labour at a given wage rate, number of days of employment per worker, labour intensity of the activity (wage:non-wage ratio), and coverage and phasing of the programme. Based on one or more of the above determinants, various estimates have been made. Assuming that between one-third to 40 per cent of all rural households (5-7 crore numbers) would exercise their right to seek employment, the cost of 100 days of employment at Rs 100 per person (Rs. 60 as wages and Rs. 40 for material) would be between Rs. 44,000 and Rs. 53,000 crore per year. Alternatively, if all rural labour households (5–6 crore) are employed for 100 days, then the estimated cost will be Rs. 55,000 crore. Third, if all unemployed persons (according to the current daily status, 3.5 crore) were employed for 100 days, the cost will be around Rs. 35,000 crore. Fourth, if all rural households below the poverty line receive 100 days of work, the cost would be Rs. 40,000 crore. All these estimates suggest that the outlay required would be between 1.3 to 1.8 per cent of GDP, or about 15 per cent of incremental GDP per annum.

How does the government plan to finance this programme? There was general consensus among the participants that the tax-GDP ratio of the country is already low and that it has further decreased in the recent years. The government needs to expand the tax base, and once again achieve the pre-1991 tax-GDP ratio of about 12 per cent. Next, earmarked taxes---whose proceeds cannot be diverted for other purposes---need to be levied. Third, re-targeting subsidies can help free resources, to redeploy them in a more efficient manner. Last, comfortable foodgrain stocks with the FCI can also help to finance the employment guarantee. Between these, it should be possible to find resources to fund the programme. The macroeconomic implications of transferring resources to the poor would also be positive as it would create an employment-led growth and provide a fillip to the extant excess capacity in the economy. 

Centre-state relations

Most states, being under fiscal stress, are presently not willing to take up the additional financial burden of implementing the programme. If states are driven into financing the guarantee, the political fallout might be adverse. It is also possible that the centre uses it as a political lever against the states. The Consultation suggested that the burden on the states should fall only gradually, and it should be staggered. Initially, the centre could consider to meet 100 per cent of the costs and thereafter change this ratio to 75:25 (Centre-State contribution) in five years’ time or more.

CORRUPTION IN PUBLIC WORKS

Many analysts of public work programmes pointed towards corrupt practices in public works and saw any new scheme falling victim to it. In the MEGS, the value of the works has been estimated to be unrealistic much of the time, as measurements and stock taking are not carried out properly. There could be second generation problems as well, like formation of a nexus among the existing workers, which would not allow entry of other workers. The Consultation approved of social audit provisions at the local level in the Draft Act, and suggested that there should be adequate mechanisms for monitoring and evaluation at various levels, to minimise corruption and misappropriation of resources. In this regard, user-evaluation of the activity would also be a useful method in ensuring accountability.

MOBILISATION FOR AN EMPLOYMENT GUARANTEE

Some participants felt that the campaign for the employment guarantee is still limited to a group of experts and professionals, and has not attracted the attention of the larger masses or political parties. Demand for an Act for employment guarantee is seen as a ‘coup d'état’ by some, and is hence treated with suspicion. There have been a few seminars and conventions held in the country but some sections feel that they have not been sufficiently consulted in the discussion for the proposed Act. A political reality is that the Act might be divisive: it could divide the cultivators and agricultural workers as the local wages increase. It could also create cleavages between political parties or even between persons with administrative powers and those without. The Consultation, therefore, called for a consensus and mass mobilisation of people on acceptance and implementation of an employment guarantee. Here, the role of social organisations---in contacting the target groups and potential beneficiaries---to create the awareness is paramount.

It is likely that the government agrees to only a diluted version of the draft Act in the Parliament---this is now indeed a reality. Nevertheless, the trigger of the Law would involve political parties into a debate and help in future negotiations with the state. It is common knowledge that a few key organs in the present government, particularly the Communist Party of India (Marxist), are keeping a silent profile. In West Bengal, the demand for work is high, but the state has problems in generating employment. Also, the state’s finances are in a precarious condition. Besides, there seems to be a lurking fear that the Congress Party might take the credit for the Act. 

In short, neither the government nor the coalition partners are politically charged about the proposed Act. There is need to obtain a broader consensus in terms of understanding the Act and its implications. The long and short of the argument is that the programme should not degenerate into just another yojana. 
Some recommendations on which the participants were unanimous are as follows:

(1) The guarantee should be provided to individual adults rather than to households.

(2) There should be some notion of a central norm for the minimum wage under the programme, though fixation of the norm could be discussed in detail at an appropriate time.

(3) The programme could best be implemented through the Zila Prarishad/Panchayati Raj System rather than any another.

(4) There should be adequate mechanism right up to the local levels, for monitoring and evaluation of the system so as to minimise corruption and misappropriation of resources. In this regard, social audits and user-evaluations of the activity would be a useful method in ensuring accountability.

(5) While all effort should be made to ensure creation of productive physical assets through deployment of workers, other benefits of an employment guarantee, such as creation of social assets and extending dignity and empowerment of rural workers, cannot be overlooked. Thus, physical assets alone should not become the criterion for taking up rural works.  Finally, maintenance of assets should form an integral component of asset creation. 

(6) While the law should be enacted in the Parliament, the actual implementation, as far as possible should be carried out in close consultation with state governments. This would ensure taking care of regional and geographical needs of labour markets and local demands, as well as help the programme to gain ownership by the state government.

(7) The `employment guarantee’ should be so understood as to ensure jobs in maximum numbers. The logical step thus would be deployment of the workers, guaranteed work, in most productive channels available at that juncture.

(8) Given the above definition of guarantee, the programme should not be constrained by availability of resources. 

(9) Allocation of employment should be based on self-selection. There should be no ‘targeting’ criterion such as the possession of a BPL card or any other.

(10) The programme should be such that it covers the entire country, even though it might be staggered over 3-5 years. 
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