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Employment Guarantee and its Discontents

Part I  (Published in Times of India as "Totally off target", 12 August)

In Manufacturing Consent and other writings, Noam Chomsky presents an illuminating analysis of propaganda techniques in democratic societies.  One of these techniques is "flak" - a barrage of attacks on ideas that challenge the interests of established power.

The Employment Guarantee Act (EGA), no doubt a "dangerous" idea, has been the target of two waves of flak in recent months.  The first occurred around December 2004, when the National Rural Employment Guarantee Bill was tabled in Parliament.  The second started earlier this month, just after Sonia Gandhi threw her weight behind some key recommendations of the Standing Committee on Rural Development.

As Chomsky observes, flak often involves personal attacks, and that certainly applies in this case. Dr. Surjit Bhalla, for instance, attacked the so-called "leaders" of the pro-EGA campaign as "liars" and also accused them of being "arrogant", "ignorant", and "brazen", among other colourful epithets (Business Standard, 25 December 2004 and 8 January 2005). Swapan Dasgupta called some of us "jholawala economists", as if there was something indecent about an economist carrying a jhola instead of a corporate briefcase.  Tavleen Singh used the same term (no copyright it seems), and extended it to the entire National Advisory Council, dismissed as "a bunch of jholewalas with their hearts in the right place but their worn out sandals walking the wrong way" (Indian Express, 6 February 2005). She argued that instead of these jholewalas, the National Advisory Council needed "people like Sam Pitroda", apparently forgetting that Sam was in the NAC at that time.

Even fratricide has figured in this merciless crusade.  Jairam Ramesh, otherwise known as the "poster boy of economic reforms", was recently called a "turncoat" in the business media for supporting EGA and related ideas (DNA, 7 August 2005).  "What is he smoking these days?", asked an aghast member of the pro-reform brotherhood quoted in the article.

Aside from personal attacks, deceptive statistics have played a major role in this propaganda operation.  Surjit Bhalla deployed some of his most spectacular hat-tricks to rubbish the Employment Guarantee Act.  He even managed to show, based on a creative reading of National Sample Survey data, that "poor agricultural workers had an unemployment rate of only 1 per cent" (Business Standard, 25 December 2004). Ergo, the Employment Guarantee Act is not required.  As the late Sudhir Mulji soberly observed: "That the magnitude of unemployment is substantially higher than one per cent inferred by analysts of NSS data is obvious to even casual observers if not to skilled statisticians" (Business Standard, 20 January).  It is worth adding that Dr. Bhalla's figures do not stand the scrutiny of serious "analysts of NSS data".

In a related genre, statistical hyperbole has also been widely used to produce scary estimates of the cost of an Employment Guarantee Act.  Dr. Bibek Debroy, for instance, came up with a figure of Rs 208,000 crores per year (Indian Express, 23 October).  In per-capita terms, this is almost twenty times as much as the cost of Maharashtra's Employment Guarantee Act, which is more liberal than the proposed National Rural Employment Guarantee Bill.

It is also interesting to consider the "alternatives" that have been proposed by these and other opponents of EGA.  The first prize for creativity goes to Swaminathan Aiyyar, who suggested dropping cash from helicopters instead of asking people to work for wages (Times of 
India, 19 December 2004).  Shankar Acharya argued that "the first best option would be to do nothing" (Business Standard, 30 November 2004). Bibek Debroy tersely said that it would be "better to have unemployment insurance alone, without the employment guarantee" (Indian 
Express, 13 October 2004), without explaining how a universal unemployment insurance scheme could possibly work in rural India.  T.C.A. Srinivasa-Raghavan suggested taking refuge in Section 80G of the Income Tax Act, which allows donations to charity to be deducted from tax: "re-examine 80G, tighten it, and direct it for rural employment creation" (Business Standard, 19 December 2004).

For once, Surjit Bhalla was the least unreasonable: he suggested universal cash transfers as an alternative to EGA.  I leave it to the reader to guess whether this is a serious proposal, or just another stick to beat the Act. Be that as it may, the proposal can easily be accommodated.  All one has to do is to insert a clause in the Act stating that if the government prefers to pay the equivalent of 100 days' wages to every household in a particular district, instead of organising public works, it is free to do so.

Fireworks aside, is there any substance in this chorus of protest against EGA?  I believe there is.  As Anatol Rapoport pointed out in his pioneering work on "ethical debate", even the most outlandish statements often have their "domain of validity".  For instance, the statement "black is white" makes sense in the limited circumstance where one is looking at the negative of a photograph.  Similarly, there is an important message in these shrill interventions - more on this in the second part of this article.
