PAGE  
3

"Employment Guarantees: What Can We Learn from the Maharashtra Experience?"
Conclusions of the Policy Workshop held at the Centre for the Study of Law and Governance, JNU, Delhi, 4 & 5 April 2005

Note: The Workshop was sponsored by the Centre for the Study of Law and Governance at JNU; the Department of Sociology at the University of Pune; and the Institute of Development Studies, University of Sussex, UK.  The purpose was to determine the political, institutional and administrative implications of three decades of experience of the Maharashtra Employment Guarantee Scheme for the proposed National Rural Employment Programme.  Discussion was based on (a) papers from a research team from the University of Pune and the Institute of Development Studies who have been studying the Maharashtra EGS for the past four years; and (b) contributions from experts familiar with the National Rural Employment Guarantee Bill (NREGB).

1. The Maharashtra EGS was very ambitious.  It was designed both to create productive rural infrastructure and to provide employment, flexibly and according to need, in response to unpredictable and highly localised variations in rainfall.  Its relative success in meeting both objectives is a reason for optimism about the feasibility of similar national scheme.

2. Two institutional design factors, working jointly, have been central to the success of the Maharashtra EGS: 

· (a) the 'employment guarantee' - a legal entitlement to unskilled work, realisable under specified and reasonable conditions; 
· (b) the near-absence of any criteria for eligibility except willingness to do manual work for a basic wage.  
This combination has: 

· (a) ensured that the scheme is well targeted to the poor and needy;
· (b) provided the incentives for potential beneficiaries to exercise the degree of political voice that is needed for the scheme to work effectively;

· (c) thereby helped to keep mis-use of funds to relatively low levels. 
3. Government is necessarily concerned with the fiscal risk implied by any public works programme with an element of entitlement to employment.  There are two broad strategies for addressing the issue.  The first is to impose formal limits on eligibility, either (a) in terms of the status of households/individuals (BPL etc.), and/or (b) using annual ceiling of work days per individual/household.  The Maharashtra (and international) experience suggests that it is not possible to follow this strategy without undermining the objectives of the scheme: it gives unconstrained power to local politicians and bureaucrats, opens the way to all kinds of manipulative and individualised patronage politics, and cuts the links between the supply of employment and actual needs.  The second strategy is the have (near) 'open access' to employment opportunities once work sites are open, and to address fiscal risk by adjusting (a) the level of wage rates and (b) the criteria for opening work sites.  The latter strategy is much more likely to be effective in adapting expenditure to need, and provides more flexibility for government.  It seems likely that, with wage rates appropriate to the purpose of the scheme, this strategy would produce a programme less costly the one currently before the legislature: the effective demand for work will be limited. 

4. Relative to the alternative opportunities open to them, work under the Maharashtra EGS has been especially valuable to poor women.  Any political or bureaucratic selection of beneficiaries, or annual ceilings on work days, especially at the level of the household, would introduce a bias against women.
5. The Maharashtra EGS ran into problems in the late 1980s in large part because of the weakness of financial and administrative controls on the opening of new work sites.  An effective financing mechanism will neither be as liberal as in the original Maharashtra EGS nor totally constrained by the normal annual budgetary process, that makes it impossible to provide work effectively according to variable and unpredictable local need (as determined by rainfall etc.).    
6. Some important reasons for the relative success of the Maharashtra EGS lie in political and institutional factors that are replicable:

· The scheme was introduced, modified and 'bedded-down' in Maharashtra after intensive, open and democratic debate and compromise between the different actors involved, above all: potential beneficiaries, larger landowners, and the public bureaucracy that implemented the scheme.  The scheme was designed and implemented to appeal to as many interests as possible, and to allay the fears and suspicions of larger farmers concerned about impacts on the supply of agricultural labour.  That history - and the variability in the rural economy and ecology within and between states - suggest the need for a strong state-specific (and democratic) element to the design and implementation of any national scheme.
· Considerable (informal) checks and balances were built into the Maharashtra EGS, to limit in particular the scope for the mis-use of funds.  These include: (a) the balance between the Revenue Department and the line agencies in implementation and (b) the fact that, while demands for EGS work are formulated at the local level, the significant allocation decisions are taken at the district level.    
It is important to focus on these kinds of factors, rather than simply the formal relationships between different organisations involved in implementation. There is within the senior Maharashtra cadre of the IAS an enormous fund of practical knowledge about how to manage such a scheme effectively at local level.

7. The implementation of the Maharashtra EGS has always been very political.  That is no bad thing.  Political intervention has on balance been positive, because the scheme design gives politicians incentives to mobilise demands for work and follow up on implementation.  
8. There has been a high level of stability and predictability about the implementation of the Maharashtra EGS: the scheme has been implemented, by law, in all rural areas of the state, and only details have been changed over time.  This has provided political parties and popular organisations with strong incentives to develop expertise about the Scheme, and continually to campaign for effective implementation.  Conversely, one of the major causes of the loss of political and administrative energy for the scheme was the introduction of alternative Centrally-funded public works schemes that did not have attached any 'guarantee'.  Local influentials exploited this ambiguity gradually to deprive EGS of its distinct identity, and its clear association with a right to work.  It follows that it is important to move toward a single, stable public works scheme for each state.
9. There is a strong synergy between the effectiveness of any public works programme and the degree of transparency and of availability of information to the public.  This will help both directly to reduce the mis-use of funds and ensure bring about a wider popular engagement and vigilance. 
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