Roundtable on Employment Guarantee for Rural India

The Indira Gandhi Institute of Development Research (IGIDR) organised a one-day Roundtable on Employment Guarantee for Rural India on November 6, 2004 against the background of the proposed Employment Guarantee Act by the Government of India. The purpose of the roundtable is to discuss in an interactive manner various issues relating to employment guarantee programme. There was an overall agreement in the roundtable on the need for such a programme and on its feasibility in the current Indian context.

Advocates of right to work have in the past taken two views: one group looks at it mainly from poverty alleviation point while the other group focuses it as a legal right. The proposed act obviously takes it beyond the poverty alleviation perspective and recognizes employment as a universal right on its own and not just as an instrument. In the roundtable, it was emphasised that right to employment should be treated as an entitlement that could override other development objectives in case of possible conflict. He talked of progressive realization of the right so as to cover the whole country over 4-5 years. The responsibility of the authority for enforcement should be clearly defined and the act should incorporate the legal enforcement mechanism so that the citizens could go to court to enforce it. 

A major debatable question in this context has been: what should be the wages for the programme? A national minimum wage for the programme would be a better option since different states have different minimum wages. Central government financing the programme as per wages determined by the states may not be a viable option. However, some states can provide a higher wage if they could supplement the additional funding from their own source.

Once the employment guarantee programme starts then there would be demand for employment from two categories of labourers: those who are unemployed at present and those who would be unemployed due to wage rate being higher than prevailing wage. Given than about two-thirds of casual labourers received less than Rs.40 a day in 1999-2000 (as per NSSO 55th round data), one estimate showed that about 12% of adults (300 million) would demand employment in the programme at a wage rate of Rs.60 a day. Assuming wage component to be 60% of the cost, guarantee of 100 days of work would cost about Rs.30,000 crore. During discussion, while some were in favour of minimum wage, others argued that the wage rate should not be too high compared to the current reservation wage for casual workers. It was indicated that higher than market wage rate induces substitution of labour from existing activities and could lead to non-poor participation. One view held was that employment and income generation should be the main focus of the programme and not productivity. Another view stressed the need to integrate employment guarantee programmes with productivity enhancing activities to avoid a situation where the workers are a permanent burden on the economy. Some also emphasized the need to design the programme such that that it is self-adjusting and self-liquidating over time.

On the procedure to implement the act, the general view was to permit enough flexibility to state governments and implementing agencies to design it according to local needs. State governments should be free to design works and procedures with a minimum specified wage and non-wage component of financing from the Central government and virtually no other constraint. For example, restrictions on use of machine or materials could reduce productivity and long run sustainability. State governments and local officials should be free to take up the works in coordination with active line departments of the district so that the employment guarantee programme is integrated, wherever possible, with the normal district development works. Additional funding should then come from the respective line departments. Even restrictions on use of contractors, as presently imposed by Sampoorna Grameen Rozgar Yojana (SGRY) guidelines, could be removed.

The fiscal burden would essentially depend on two factors: wage rate and minimum number of days of employment guarantee. If wage rates are not kept too high, more number of days of employment could be guaranteed with the same level of fiscal commitment. There was a view that administratively it would be simple to avoid any cap on number of days of employment and instead have a cap on number of months in which employment guarantee scheme is open. For example, the scheme could operate for 7 months in a year as identified by the state as agricultural lean season and be made open to all those who demand employment during this season. Availability of work at the local level (within five kilometers of residence) would also reduce out-migration during lean season. This will automatically increase child immunisation, increase enrollment and reduce dropout from schools.

Given the current level of India’s GDP, it was felt that it would be feasible for the government to take up such a programme with a fiscal commitment ranging around 0.5% to 1.5% of GDP. Central government should be able to provide financial support of this order. However, it is important to bear in mind that funding should be open-ended depending on demand and a scheme of universal nature cannot have a cap. Thus, it is Cetral government’s responsibility to provide more funds in bad years when demand for employment could rise.  

Compensation by state governments reflects the idea of burden sharing among the authorities responsible for the programme. State governments, who would be the implementing authority, would hopefully not like to enter into a situation of paying compensation since this would mean an additional burden for them. In the employment guarantee scheme (EGS) in Maharashtra, where responsibility of funding the project and the compensation lies with the same authority, the compensation clause has hardly been used.  

During discussion, it was held that the Maharashtra experience on EGS, especially land development of small and marginal farmers through horticulture related works, did have a positive effect by increasing productivity of land, facilitating long-term income generating avenues and providing additional nutritional sources.

The question of corruption and inefficiency in governance did come up, but these are larger issues that need to be addressed independently and concurrently. However, it was pointed out that if the proposed act has a clause that requires officials who are not able to implement the act are prosecuted under criminal act, it would be difficult to get able and committed officials posted for the operation. Disciplinary action against those held responsible could be taken under normal government rules.

