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ELUSIVE GUARANTEE, LITTLE EMPLOYMENT, LOWER WAGES
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We live in very strange times indeed, when concepts come in the guise of their exact opposite.  It has come to such a pass that whenever any apparently progressive idea is proposed, one begins to worry about what freedoms or rights are clandestinely under attack. Take the case of decentralization and ‘good governance’. Panchayats are overburdened with functional responsibilities, without the requisite administrative and financial backing.  Or take the case of ‘fiscal responsibility’, which has become synonymous with the retreat of the state from spending on pro-poor development and the rural economy. 

The same is true of the National Rural Employment Guarantee Bill, 2004. The Common Minimum Programme promised: "The UPA government will immediately enact a National Employment Guarantee Act. This will provide a legal guarantee for at least 100 days of employment to begin with on asset-creating public works programmes every year at minimum wages for at least one able-bodied person in every rural, urban poor and lower middle class household"(emphasis added). The Bill tabled in Parliament is not national, nor at minimum wages and contravenes the very notion of a guarantee. This trumpeted flagship of the UPA government has an unbelievably large number of deficiencies.

The numerous lacunae can be divided into four categories, (1) access and entitlements, (2) financial structure, (3) decision-making powers, and (4) accountability and implementation. All these are equally important and interdependent. These are however not innocent oversights, but a shrewd game plan that produces a superficial Bill to address political compulsions without compromising the pursuit of contractionary macroeconomic policies.

Amongst the most crucial deficiencies in entitlements are the absence of a time bound extension to the entire country and no commitment of the minimum number of districts to be covered [Sec 1(3) and 3(1)]; temporary and reversible nature of the guarantee [Sec 3(1)]; targeting only households on the BPL list [Sec 2(k)]; violation of minimum wages [Sec 6(1)]; rigid and restrictive definition of permissible works [Schedule 1(1 and 2)]; no safeguards for women’s access to the guarantee given at the household level; wide and all-inclusive definition of household so that one household could include several nuclear families [Sec 2(f)]; linking the payment of the unemployment allowance to the ‘economic capacity’ of state governments, known to be bankrupt! [Sec 7(2)]. These add up to the provision of a very narrow, exclusive and limited guarantee, which is toothless in the absence of an assured unemployment allowance, inadequate in addressing the crisis of rural livelihoods and transient in view of its reversibility.

Obviously, the success of this programme will lie in the establishment of a decentralized, accountable and democratic institutional structure. The present Bill has adopted the failed line department approach, and the Block-level Programme Officer is accountable to his/her superior at the District level rather than the intermediate Block panchayat, and the District Coordinator is not accountable to the Zila Parishad. Even the devolution of half the spending under the scheme to the Panchayats is left to the discretion of the Programme Officer. Furthermore, provisions for transparency and access to information are vague and at an as yet unspecified cost, which again undermines accountability. Since the Gram Sabha does not have the power to issue completion and utilization certificates, the social audit provision is less effective. Together, these result in the marginalization of elected Panchayati Raj Institutions and gram sabhas.

Instead of a fully centrally funded programme in accordance with the CMP, the Bill places an unaffordable and high financial burden on state governments.  The Bill expects the states to shoulder 25 per cent of the material costs (up to the ratio of labour:material of 60:40);  all expenses on administration, including regular monitoring, grievance redressal, State Council’s expenses, Block-level Programme Officers exclusively for this programme, welfare expenses, on site facilities, accidents, transportation of grain component of wages, etc. . [Sec 22(1 and 2)]  Even if the Center pays 2% as admissible administrative costs as proposed in the Financial Memorundum of the Bill, this is unlikely to cover all these expenses. Additionally, state governments have to bear the entire burden of the unemployment allowance, irrespective of who is responsible. Instead, the States’ liability for payment of unemployment allowance should commence only after they receive funds from the center, until which the center should be liable.
There are bound to be several causes for delay in providing work, but the two most important include the very narrow and rigid definition of permissible works that would constrain the Panchayats’ ability to generate employment and the well-known delays and shortfalls in devolution of funds from the center. Surprisingly, the Bill does not have any mechanism that compels the center to make funds available in a smooth and timely manner.  Quite apart from the fact that the CMP is a policy document of the central government and not the states, the finances of State governments are reeling under the strain of policies beyond their control, including interest rate policy, access to borrowings, etc. The scheme is therefore put at the mercy of bankrupt state governments, jeopardizing the scheme itself. Unfortunately, all versions of the proposed Bill (including the NAC Draft and its precursor written by a number of non-party social activists) attempt to pass on a part of the centre’s financial responsibility to the state governments. The first version prepared by the ‘Right to food’ Campaign in fact proposed an enabling central Act with schemes that were fully financed by the states!

Amongst the more puzzling aspects of the Bill is the provision for State Employment Guarantee Funds besides the National Employment Guarantee Fund. [Sec 21]. Could this be to keep open the possibility of a subsequent notification or amendment that compels State governments to raise their own resources for the Scheme? Could it then result in loans from multilateral financial agencies or the central government to finance the scheme? 
There is a high degree of concentration and centralization of decision-making powers with the Central Government to withdraw, amend, modify and restrict the features, entitlements and conditions of rural employment guarantee. The Bill has placed the “Minimum Features of a Rural Employment Scheme” as Schedule 1 and “Conditions for Guaranteed Rural Employment Under a Scheme and Minimum Entitlements of Labourers” as Schedule II.  The provisions in these can be changed by notification by the Central Government without Amendment.  According to Section 29(1): “If the Central government is satisfied that it is necessary or expedient so to do, it may, by notification, amend schedule I or Schedule II and thereupon Schedule I or Schedule II, as the case may be, shall be deemed to have been amended accordingly”. Furthermore, the central government has sweeping powers to decide a whole range of issues including wages, districts to be notified, period for which the scheme is applicable, permissible works, etc. This wide room for maneuver with the Center clearly violates the conventions and norms of federalism while legislating on matters on the Concurrent list.  It allows the executive to shrink the entitlements and expenditure of the scheme quickly, without prior consent of the legislature. 

Thus, the financial, institutional, technical structure and entitlements in the Bill permit the Central government to beat a hasty retreat from an already parsimonious and conservative scheme, through mere notification and without Parliamentary acquiescence.    This flows directly from the governments desire to spend as little as possible and yet comply formally with the CMP. The past decade and a half was a period of jobless growth. Are we now entering an era of jobless employment guarantee?

Main Demands For Effective and Comprehensive Employment Guarantee
	
	Main Shortcomings of the Bill
	Alternative Approach

	Finances
	Unemployment allowance, one fourth of the material costs, and administrative expenses except some centrally-determined percentage of the total cost of scheme 
	A fully centrally funded programme where States’ liability to pay unemployment allowance commences after receipt of funds from the center, until which the center is liable

	Coverage and extent
	Guarantee to come into force only when and where notified for as long as specified
	Time-bound and irreversible extension to the whole of India within 5 years

	Wages
	Statutory minimum wages replaced by a centrally-determined wage rate determined for the purposes of this Act 
	Payment of statutory minimum wages

	Access
	Targeting guarantee and unemployment allowance to ‘poor’ households “living below the poverty line and includes the households of all primitive tribal groups”
	Universal entitlement to the job guarantee and unemployment allowance

	Household
	Household defined as relatives normally residing together and sharing meals or holding a common ration cards
	Definition of household as a nuclear family

	Women
	No protection of women’s entitlements
	At least 40 per cent of workers employed in a particular Block be women

	Permissible Works
	Creation of durable assets, irrigation and rural connectivity
	Flexible, inclusive and broad-based definition of permissible works

	PRIs
	No mandatory devolution of funds to gram panchayats, District and Block level implementation officers are not accountable to the Panchayats at that level, and Gram Sabhas do not issue completion and utilization certificates
	Strengthened role of Panchayati Raj Institutions and Gram Sabhas to implement, monitor and audit; easy access of gram sabhas and PRIs to documents and records 

	Central Government
	Overriding and sweeping powers with central government to bypass Parliament and amend fundamental aspects of the guarantee through mere notification 
	Central government should retain executive and not legislative functions, the Schedules should only be changed through Parliamentary process
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