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Providing Employment Guarantee in India: Some Critical Issues

Indira Hirway

The common Minimum Programme (CMP) of the United Progressive Alliance (UPA) announced that the UPA government will enact a National Employment Guarantee Act to “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 bodies person in every rural and urban poor and lower middle class household” (CMP, May 2004). The UPA government has already prepared a draft bill on National Rural Employment Guarantee Act 2004 as a first step towards implementing the employment guarantee. The bill is likely to be presented to the Parliament in the next session.

It is important to discuss the pros and cons of the Act before it is passed by the Indian Parliament. This paper raises some critical issues that call for urgent attention of policy makers and all the concerned stakeholders before the employment guarantee act is passed and it is actually implemented. The paper is divided into three sections: Section 1 discusses the rationale of providing employment guarantee to people in India; Section 2 critically evaluates the main features of the Act, while Section 3 discusses some critical issues involved with the implementation of employment guarantee in India. 

1.

Rationale of Employment Guarantee in India

The Tenth Five Year Plan observes that the growth rate of employment has slowed down in the nineties. Though the average annual rate of growth of GDP is higher in the nineties (6.7 percent) than in the eighties (5.2 percent), the rate of growth of employment has been much lower (1.07 percent) in the nineties than in the eighties (2.7 percent). Consequently, if the present trends in employment coefficients continue, it will not be possible to generate enough employment during the Tenth Plan even to absorb the additions made to the labour force during the Plan period. The backlog of unemployment (35 m) will remain as backlog even at the end of the Tenth Plan! The Plan Document observes that with a higher rate of growth (8 percent per year) during the Plan period and an alternative (labour intensive) strategy for employment generation, it may be possible to absorb the additions to the labour force and reduce the backlog by half at the end of the Tenth Plan (Planning Commission 2002). That is, half of the backlog, 17.4 m., will remain unemployed at the end of the Plan. Considering the fact that the 8 percent rate of growth per year may not be feasible and therefore the employment coefficients also may not move as desired, there will be a huge burden of the unemployed in the economy at the end of the Plan. Also, the working poor, i.e. the persons employed at a low level of productivity and wages, will need attention of policy makers to providing work at a higher level of productivity and wages. In short, there will be a significant number of poor, who will not be absorbed in the mainstream economy even at the end of the Tenth Plan (and also the Eleventh Plan). There is an urgent need to support these poor at the bottom to enable them to come out of poverty.

The poor at the bottom, can be broadly divided into two categories: Destitute, who are old / disabled and are not strong enough to work and who will need social assistance, and un/under employed and working poor who need productive employment at the minimum wages. The second category of the poor have peculiar characteristics: (1) they have no/low assets, (2) they have poor risk bearing capacity and poor credit worthiness, (3) they are usually unwilling or incapable of taking up self employment and (4) labour is their only asset and they prefer wage employment. The second category of the poor need wage employment urgently.

These poor at the bottom are highly vulnerable to risks of different kinds and their coping strategies tend to make them more vulnerable and weaker.  Their coping strategies, such as reduced food consumption, mortgage/sale of assets, borrowings at high interest rates, migration etc. push them further into the poverty trap. One major solution to their poverty is provision of minimum incomes to them by providing productive employment. One observes four major approaches adopted by different national governments for providing minimum incomes / living to these poor at the bottom :

Communitarian Model:  According to this approach, workers are entitled to their minimum needs by belonging to a communal society. Under this approach, which  was adopted by China in the pre-reform period, it is obligatory for workers to work as per the needs of the community, and in return, they are ensured of a minimum level of living.

Right to Income Model: According to this approach, the un / under employed have a right to a minimum income (i.e. social welfare) from the state. In return they have to work whenever work is made available to them. This approach was adopted by the Netherlands in the 1930s after the Great Crash to provide employment to the masses of the unemployed in the country. 

Right to Work Model: According to this approach, workers have a legal right to demand work from the State for wages. This approach has been adopted by Maharashtra State under its Employment Guarantee Scheme. The poor are ensured of a minimum wage income through this guarantee.

Wage Employment Model: According to this approach, wage employment on public works is provided to the poor on a scale, without any kind of guarantee. The poor are expected to earn some additional incomes through this employment. Government of India has used this approach under its various wage employment programmes like the Jawahar Rojgar Yojana, Employment Assurance Scheme, Sampurna Gram Vikas Yojana etc.

All the four approaches basically aim at using surplus manpower in generating productive assets of different kinds in line with the approach recommended by R Nurkse or Hirshman in the 1950s and 1960s (Nurkse 1957, Hirshman 1961). The first and the second approaches do not seem to be feasible in India as the first is not feasible politically and the second is not affordable financially. India has used the fourth approach for more than three decades now, without much success in the sense that even at the end of about three decades of wage employment programmes, the country needs these programmes on a large scale! The fourth approach of employment guarantee seems to have done better than the third approach, but it needs to improve a lot if it has to give good results. 

The Indian experience with a large number of wage employment programmes during the past few decades has shown that if wage employment on public works has to result in poverty reduction, it is necessary that (1) the employment is made available on a scale that meets the demand, (2) it is provided at the minimum wage rate for adequate number of days to ensure minimum incomes, (3) the employment is made available locally so as to reduce distressed out migration, (4) the employment is accompanied by a minimum package social security (i.e. security against injury, sickness and death, old age, maternity), (5) there is a good public distribution system (PDS) to ensure access of workers to food grains etc., (5) the distribution of the benefits / incomes from the assets is equitable and (6) the assets created are owned and maintained by workers/community. 

The programme can also impact on the labour market in a way that favours the poor. To start with, generation of large scale wage employment at a minimum wage rate will tend to push up the market wage rate, which will benefit the other workers. Secondly, it will reduce the segregation of the labour market based on caste, gender etc. (as there will be no discrimination based on these factors under wage employment programmes), leading to integration of the labour market. Thirdly, these programmes will encourage workers to get organized to improve their bargaining strength, which will enable them to demand for their rights – wages, social security, working condition – collectively.

Similarly, if the use of surplus labour under wage employment programmes has to result in capital formation, i.e. generation of productive assets that generate employment in the short run and also in the long run (by expanding the labour absorbing capacity of the mainstream economy), it is necessary that the selection and sequencing of assets/works is done systematically. That is, the assets selected are labour intensive during the construction phase, preferably with short gestation periods, and they generate sustainable employment in the mainstream subsequently. Since the productive assets are not likely to generate mainstream employment automatically, there is a need to ensure their productive use systematically. In order that the assets are used productively to generate employment in the mainstream, it is necessary that (1) appropriate support measures are provided in terms of finance/credit, institutions and infrastructure and (2) skill training and capacity building of workforce is undertaken, which will also improve labour productivity and wage incomes of workers. It is important to see that the programme does not end up in generating a large army of unskilled workers on a permanent basis. This implies that the wage employment programme needs to be implemented in a project mode in a decentralized framework and not as a top down programme.

It is clear that a wage employment programme is successful if it is needed less and less over time. That is, it is treated as a programme for transition of the economy from a labour surplus economy to an economy with a minimum surplus labour. The programme thus aims at strategic use of surplus labour to promote labour intensive sustainable development.

Why Employment Guarantee?

Government of India has implemented a series of wage employment programmes, right from the 1960s, when the first programme, Rural Public Works Programmes, was introduced in the country. This programme was followed by NREP (National Rural Employment Programme), RLEGP (Rural Labour Employment Guarantee Programme), JRY (Jawahar Rojgar Yojana), EAS (Employment Assurance Scheme), SGRY (Sampurna Gramin Rojgar Yojana) etc. Though one observes some improvement in the performance of these programmes over the years, the basic weaknesses of the programmes have always been there: (1) The programmes have had a limited impact in terms of generation of man-days employment per worker, (2) they have had limited impact in terms of production of durable good quality – assets, (3) frequently there has been poor maintenance of the assets and (4) the planning component of the programmes has been weak in terms of selection and sequencing of assets and in terms of ensuring productive use of the assets for generating sustainable employment in the main stream. Though there have been some pockets of success, where the mainstream employment has grown through the assets generated under the programmes, the overall scene has not been very encouraging. In other words, these programmes have neither reduced poverty levels in a sustainable manner, nor have they expanded the labour absorbing capacity of the mainstream economy on any significant scale. Consequently, these programmes have remained a long term financial drain on the economy. 

A wage employment programme, with a legal guarantee of work can remove many of these weaknesses. To start with, a legal guarantee gives a legal right to the poor to demand work and thereby transfers some power to the powerless at the bottom. Secondly, under the guarantee, the demand for work (by workers) and not the supply of work (by officials) determines the size of the programme. Starvation deaths and related sufferings can be avoided only through the guarantee. Thirdly, the element of guarantee provides the required flexibility to the programme, as the size of the programme will expand when the demand for work increases and vice versa. Fourthly, the guarantee will also result in reduced delays in starting works and in wage payment, as such delays can be challenged in the Court of Law. Fifthly, it will reduce distressed migration, as workers are ensured of the availability of work during the lean season, which in turn will improve the access of the workers to education, health and other welfare facilities. And lastly, the guarantee of work can ensure asset generation, particularly ecological regeneration and infrastructure development in backward regions, both of which can promote economic growth of the regions. 

The element of guarantee will thus ensure that the programme  reaches the poor at the bottom on the one hand and promote development of backward / poor regions on the other hand.

2.

The National Rural Employment Guarantee Act  2004

The UPA government has formulated the draft National Rural Employment Guarantee Act 2004
 to be presented in the parliament very shortly. This Act provides every household in rural areas of India a right to at least 100 days of guaranteed employment every year for at least one adult member at statutory minimum wages. 

Guarante: The guarantee provided under the Act is of the following nature:

· Guarantee is given for casual and manual work on public works.

· Work should be provided within 15 days of demanding for work

· Work should be located within 5 Km of distance

· Guarantee is to be given to one person (18 + yeas ) of each household living in rural India

· For at least 100 days every year and 

· At statutory minimum wages

If work is not provided to any body within the given time, he/she will be paid a daily unemployment allowance, which will be at least one third of the minimum wages. Also, if work is provided outside the limit of 5 Km, the worker will get an allowance for traveling and living there.

Entitlements: Workers on public works under the Employment Guarantee Act will be entitled to the following amenities, facilities and allowances:

· Medical treatment and hospitalization costs in case of injury on work, along with a daily allowance of not less than half of the statutory minimum wages. In the case of death or disability of a worker, an ex-gratia payment shall be made to his legal heirs in the manner laid down in the Workmen Compensation Act.

· Facilities to be provided on work sites will be (1) safe drinking water, (2) shade for small children and workers for rest period, (3) first aid box with adequate material for emergency treatment of minor injuries, strokes, body ache and other health hazards and (4) crèche for babies.

· In case of any delay in the payment of wages, (payment later than 7 days), workers will be entitled to the payment of compensation as per the Payment of Wages Act.

· Five percent of wages may be deducted as contribution to welfare schemes like health insurance, accident insurance, survivor benefits, maternity benefits and social security schemes.

· Unemployment allowance is to be paid, if work is not provided within 15 days of demand, at the rate of one third of the statutory minimum wages.

· Strict penalties have been laid down in the bill for non-compliance of the rules relating to employment guarantee, terms of employment and entitlement of workers.

Transparency and Accountability: The Act lays down detailed clauses for ensuing transparency of implementation and accountability of implementers. 

· The District Collector / Chief Executive Officer in the district will be responsible for the programme at the district level. The funds will be at their disposal and they will maintain the accounts of employment and expenditure.

· Each Gram Panchayat will prepare an annual report on the implementation of the programme, which will be made available for public scrutiny.

· All accounts and records relating to the programme will be available in convenient form for public scrutiny. Copies will be provided to any one at cost price.

· The details of each project, including accounts, will be displayed prominently on a board close to the site after completion of the work. Similar information will be displayed in the gram panchayat office,

· The gram sabha will monitor the work of the gram panchayat by way of social audit.

· The productive assets created under the programme will be evaluated by technically qualified personnel to ensure that they meet the required technical standards and measurements.

· Any dispute/ complaint will be attended to within 7 days by the Programme Officer.

· Heavy penalties have been laid down for non-compliance of any rules under the Act. (a fine not less than Rs. 1000 or imprisonment up to six months or both).

Planning for Works and Funding: A Central Employment Guarantee Council will be constituted at the national level to implement Act. The council, which will have adequate representation from women and dalits, will undertake these tasks: advising Central Government on all matters concerning implementation of the Act, establishment of central evaluation and monitoring systems, organising regular monitoring etc. At the state level there will be a State Council which will advise the State government on all matters concerning the Employment Guarantee Programme and its implementation. At the district level, the Collector or the CEO will be responsible for the implementations of the programme. All other officers of the state government and local authorities within the district will be ultimately responsible to the collector. At the block level there will be the Programme Officer and Panchayat Samiti in charge of the implementation of the Act.

Each state will prepare its own Employment Guarantee Programme for providing employment guarantee to all households in rural areas and will formulate rules for the purpose. Each person wanting employment will get registered with the gram panchayat and get a job card from the Panchayat along with his/her photograph. Work will be provided to all registered persons as per the rules laid down in the state.

The Programme Officer at the block level will be responsible for matching the demand for employment with employment opportunities in the area. At the village level, Gram Panchayat will be responsible for planning the projects as per the recommendations of the gram sabha. It will prepare Annual Development Plan and maintain a shelf of projects to be undertaken under the Programme. In selection of works, priority will be given to works recommended by Gram Sabhas and Gram Panchyats.

Adequate staff and technical support will be provided to Gram Panchayats and Programme Officer to carry out their responsibilities under the programme. Shelves of Projects will be prepared at the block and district levels for the purpose of selection of workers under the programme.

Suitable committees will be formed at the block and district levels for the purpose of preparing shelves of projects at the block and district levels, for issuing guidelines for the monitoring and evaluation of projects, dealing with public complaints and grievances and for overseeing the implementation of the programme. These committees will be answerable to elected representatives also.

As regards the financial resources for the programme, the Maharshtra model of setting up a separate fund will be followed. A separate National Employment Guarantee Fund at the Centre and State Level Funds at the state level will be created to ensure the availability of funds for the programme. The wage component will be paid by the Central Fund while the material component will be shared by the Centre and State Government.

To sum up, the Act has laid down the major provisions systematically. It has borrowed considerable form the Maharashtra Employment Guarantee Act. However, it has also made departures to ensure participation of people and of Panchayati Raj Institutions. The Act has been designed well for protecting the interests of poor by laying down the rules of the guarantee in details and by imposing strict penalties for non-compliance of the rules. 

Two Major Lacunas: 

The two major striking lacunas of the Act are its unrealistic underlying assumptions and its short term vision. 

Firstly, the Act has made several assumptions regarding the capabilities of the different agencies involved in the implementation of the Act. These assumptions do not seem to be realistic. The Act has assumed that

· There is a committed and efficient government administration

· The poor are aware and organized to demand their rights

· Panchayats, including Gram Sabhas function well for the poor.

· There will be convergence of programmes and schemes for strong planning.

· Rural population is homogenous and is capable of making Panchayat bodies and administration accountable

There will be a need to create an enabling environment by undertaking special efforts to make these assumptions real. What kinds of efforts are needed for the purpose? We underline the following:

To start with, it will be necessary to design the mechanism of implementation in details, with the specific roles of all the involved agencies - government and non-government agencies - and a clear line of command, i.e. identifying who will be in the final charge of implementation at different levels. Secondly, focused training programmes for administration at all the levels will have to be designed to enable them to understand and appreciate the importance of the employment guarantee programme and to equip them to implement the programme with the help of Panchayats and civil society organizations. Thirdly, focused training programmes will have to be organized also for Panchayat bodies, including their Dalit and women members to educate them about the programme and about their respective roles in the implementation of the programme at different levels. The states, where Panchayats are not having regular elections, more powers may be given to administration. Fourthly, information, communication and education about the programme to all people in rural areas through different means, such as putting up posters in prominent places, using television, radio and newspapers and other means on a massive scale will be needed to generate wide spread awareness about the programme in our rural areas. And lastly, efforts will have to be made for the promotion of grass-root organizations, NGOs and other civil society organizations by reorganizing their role formally and explicitly. 

It needs to be recognized, however, that there is no one way of doing this, and that different states will use different approaches and mechanisms. For example, what will work in Maharashtra, may not work in Kerala, and what works in Kerala may not work in Bihar.  The relative importance to be given to different agencies / institutions under the programme will be the task to be undertaken at the state level. Also, these efforts may take time to give concrete results, but they must go on. 

The second lacuna of the Act is that it lacks a long term perspective in the sense that it neither mentions the long term consequences of the Act (that its success lies in the fact that the Act is not needed in the long run) nor does it mention how the assets generated will be directed to expanding the mainstream employment. It needs to be accepted that the Act should not result in the creation of a large permanent army of unskilled workers to be supported by the national exchequer. This is some thing the country just cannot afford!

This implies that in the long run the employment opportunities in the mainstream economy should expand either through economic growth or through the use of the productive assets generated under the programme or through both the means so that the need for the employment guarantee programme declines gradually. Considering the fact that the present economic growth in India does not seem to be generating enough employment opportunities in the economy, it will be necessary to create assets under the programme in a way that they generate enough employment in the mainstream economy. The Act thus has to focus on using the surplus labour strategically for promoting labour intensive sustainable development. It is necessary for the Act to incorporate this goal in some way. Though the employment guarantee component of the Act cannot be undermined, some where it is necessary to point out that the assets to be selected have a long term role to play in the economy. This requires focused efforts to ensure the selection of the right kind of assets and their productive use to expand mainstream employment.  Somehow this long term focus, which ensures the transitory nature of the programme, is missing completely. There is a need to bring in this component in the Act to underline the long term role of the Act.

The long-term perspective can be introduced in the programme by organizing mechanisms / institutions for the maintenance and use of the assets and by providing the required support for promoting productive use of assets. We therefore believe that it will be necessary to make the State / District / Taluka / Village level committees responsible for designing steps for promoting productive use of the assets generated. A decentralized mechanism and a project mode of functioning will be useful here.

In addition to the above, there are several other issues that will play an important role in the success of an employment guarantee programme, particularly in the light of the past experiences of such programmes, mainly the Maharashtra Employment Guarantee Scheme. These are discussed in the following section.

3.

Critical Issues

Maharashtra’s Employment Guarantee Scheme is perhaps the biggest employment guarantee programme in the world that has been implemented for the longest period, more than 30 years. So far more than Rs 9000 crores have been spent on the programme and about 370 crores mandays have been generated. The amount spent on the scheme in the year 2001-02 was Rs. 9417 m., which was 107 percent of the total rural development budget and 4.57 percent of the total development budget of the State (Krishnaraj, Pande and Kanchi 2004). The scheme generated a whooping 162 m. man days of employment in this year! 

The scheme has shown some important achievements in terms of (1) its long life that reflects the long term commitment of its leaders, (2) financial sustainability arising from the separate funds, (3) organization of EGS workers and their impressive collective strength in some pockets, (4) generation of supplementary income and employment for many workers by way of relief and (5) some pockets of successes in terms of agricultural growth, development of dairy industry, horticulture etc. emanating from the assets generated under the programme. (Krishnaraj, Pande and Kanchi 2004, Mahendra Dev 1995 and 1996, Acharya 1990, Hirway and Terhal 1994, Sathe 2001etc). Some of the sub-schemes of the EGS, like Jawahar Well Scheme, Horticulture Scheme, Watershed Development Programmes etc have resulted in some pockets of success in the state. 

In spite of these achievements, however, there have been several failures of the scheme.
  

· The programme continues after 30 years without any decline in the demand for unskilled wage work under the scheme. In 1975 it generated 110 m. mandays, in 2000-01 111 m. mandays and in 2001-02 it generated 162 m. mandays.

· No dramatic achievements have been made in poverty reduction or in unemployment reduction in the state. In fact, the state has done poorly as compared to other states.
  According to the latest official data the incidence of poverty in maharashtra is 23.72 (1999-00), which puts the state at 9th Rank among the major 15 states in India. The state was 7th in this rank in 1973-74. Between 1973-74 and 1993-94 the state experienced a decline of 31.19 percentage, which was much less than the corresponding all India decline of 33.90 percent. The state ranked 9th in the decline of poverty for this period. 

· Distressed seasonal migration of workers from backward regions continues, as the guarantee is not really implemented in many cases.

· Social security measures, maternity benefits, facilities at work sites, etc. are implemented poorly.

· Skill training is almost given, if at all, on a negligible scale.

· Unemployment allowance in not paid to anybody so far as (1) continuous work of 75 days (which is a precondition for unemployment allowance) is not provided to most persons, and (2) even when provided, adequate records from one site to another are not maintained. 

· Quality of the assets created and their maintenance/use are frequently not satisfactory.

These results and the dynamics behind them have several important lesions for the All India Employment Guarantee Act. The provisions of the Act, along with the lessons from the past raise several critical issues, which need to be discussed carefully.

Objectives of the Programme: Relief or Poverty Reduction?: What is the main objective of the programme? Is the programme meant to provide relief to the poor through supplementary employment in the lean season, or is it meant to provide them enough wage income to reach the poverty line income levels? Is the programme a purely relief programme or is it a programme that provides full-fledged employment to people? The answer has implications for the number of days of employment to be provided under the programme as well as for the wage rate to be paid under the programme.  

Under the first approach, it is argued that keeping the wage rate below the market rate has several advantages: Firstly, the programme, then, is acceptable politically as it does not force farmers to raise the farm wages. Secondly, the programme becomes self targeted as only the poorer sections will offer themselves for the programme, and thirdly, the costs of the programme will be low, which will contribute to the financial sustainability of the programme. It is observed that these programmes have been successful only in those countries where the wages have been lower than the market wages. K. Subbarao’s study of such programmes in S Korea, Argentina, S Africa and Bangladesh leads him to conclude that the programmes have been targeted well and have been financially sustainable only when the wage rate has been kept below the market wage rate (K Subbarao 2004). It is also observed by experts (Krishnaraj, Pande and Kanchi 2003) that the Maharashtra’s EGS was successful till about the mid eighties because the wages paid under the scheme were lower than the market rate. After the wages were raised, the poorest were thrown out in favour of the less poor and the non-poor. The financial sustainability of the EGS also became difficult after the wage increase. 

However, we believe that the second approach is acceptable. The main objective of the guarantee is to provide right to work, i.e. right to life, which cannot be less than adequate employment and decent work to enable them to reach a minimum level of living. It is important therefore that (1) there is no limit to the number of days of employment under the programme, (2) the employment is provided through out the year, (3) the wages are the minimum wages that can help the worker’s household to reach poverty line wage income and (4) there is a package of minimum social protection for the worker. Also, payment of the minimum wages will tend to raise the market wage rate in the region to the advantage of other workers. 

As far as the inclusion of the poorest is concerned, geographical targeting (limiting the programme to backward districts) will help in reaching them, at least to start with. The universal targeting for guarantee under the programme will enable the poorest to access the programme. When the programme expands to other districts gradually, it will raise the wage rate in the rural labour market, which, in turn, will allow workers to choose employment of their choice – on the programme or on the farms / local businesses etc.  

One word about the minimum wages in India: Under the Minimum Wages Act 1948, minimum wages are to be fixed by state governments for the sectors selected by the respective governments. It is observed by experts that (1) in most cases the minimum wages are fixed arbitrarily without undertaking any systematic study, with the result that these rates are frequently determined politically, (2) many times these rates are so low that they are not able to ensure the poverty line income level to the workers at the given participation rate and (3) these rates are not comparable across the states and therefore cannot be used for payment of wages under the employment guarantee programme. It will be necessary for the Central government therefore to fix an all India minimum wage rate for this programme. The state governments may be allowed to pay higher wages at their own costs.  

Ensuring Guarantee of Work

Providing guarantee of work is the crux of the Act. Somehow Maharashtra’s EGS found it difficult to ensure the guarantee of work. The EGS experience shows that the following steps are needed to ensure that the guarantee is actually given to workers under the programme: 

· Work under the Act should be provided through out the year. There is no need to assume that workers need work only in the lean season. 

· Continuous work should be ensured by systematic planning of series of work and by minimizing delays in taking up works. 

· Wage payments should be made timely without undue delays and the PDS shops should ensure the required food grain supply to enable workers to access these regularly.

· Efforts should be made to generate awareness among people, through NGOs and government administration, about the Act and its provisions. Workers’ organizations should be encouraged and recognized for the implementation of the Act.

· Development administration and Panchayat bodies should be trained and oriented for providing guarantee of continuous work. 

Unless the above are ensured, it will not be possible to reap the benefits of guarantee.

When one looks at the new Act in the light of the above discussion, it appears that the guarantee component of the Act needs to be modified: 

· There is no need to give immediate guarantee to all states and regions, including those whose agriculture is prosperous and where the local demand for manual work on public works is not likely to be much. This kind of guarantee will only make the poor of backward regions to work on the development of infrastructure of prosperous regions.
  It will be useful if the guarantee is restricted to only selected backward districts to start with. (selected on the basis of some criterion fixed by an expert group of the Planning Commission).
 These districts have a high incidence of poverty and therefore a large number of poor wanting wage employment on the one hand and an urgent need for environmental protection, ecological regeneration and infrastructure development on the other hand. The guarantee can expand to other districts in the second round. 

· Providing guarantee only for 100 days also is not desirable, as there is no need to put any ceiling here. If the guarantee is for poverty eradication, the limit of 100 days does not have any logic. Also, implementing the ceiling of 100 days will not be easy. It will only add to the burden and costs of administration.  . 

· Again, employment guarantee to one person in a household will imply employment of the male member. It will leave out women members almost totally. The guarantee will serve its purpose only if it is given to all those who want to work. Any arbitrary selection is likely to leave out the poor at the bottom.

· It is argued by policy makers that limiting the Act to one member of the family and to 100 days of employment per worker is temporary and is a part of “progressive realization” of full guarantee for the right to work. We, however, believe that the Act should start with backward districts, and as a part of “progressive realization,” should expand to all the districts in the second round. 

Strong Planning Component 

If the employment guarantee programme has to generate continuous employment for the poor, has to promote adequate employment opportunities in the mainstream economy subsequently and has to ensure timely wage payment, timely supply of food grains in PDS shops, social security etc., it is important that the planning under the programme is done very well. That is, the selection and sequencing of works is done systematically, the facilities and amenities are organized carefully, the productive assets generated are managed and used well and they promote generation of sustainable employment. 

One of the major weaknesses of the Maharashtra’s EGS as well as the all India wage employment programmes has been their weak planning and the resulting non-continuous work for the poor on the one hand and the wastage of resources on the other hand. It is important therefore to learn this very important lesson from the past for improving the working of the Act in the future. This calls for decentralized planning of works in a project mode rather than top down planning. Though the Act has recommended a set of institutions, including the Village Panchayat and the Gram Sabha, for planning under the programme, there is a need to emphasize the urgency for providing continuous work and organizing facilities as well as the PDS supplies for workers. 

There is also a need to underline the importance of the long term component of the programme relating to the maintenance and use of the assets for raising the mainstream employment.  

Financial Sustainability of the Programme

It is clear that an employment guarantee programme is a programme in transition. The programme therefore should be planned and implemented in a way that that it does not become a long-term liability on the state exchequer.  

However, the programme is likely to have a reasonably long life, the length of its life depending on the size of the poor on the one hand and the progress of the scheme on the other hand. It is important to see that the required resources for the programme are made available during the period of its life. The major costs on the programme will include cost of extension (awareness generation), cost of payment of wage cost and material cost (60:40) of the employment generated, administrative costs of planning, implementation and monitoring of the programme, cost of training of the implementing agencies, skill training and capacity building of workers/NGOs etc. 

The Act has rightly decided, as done under the Maharashtra EGS, to set up a separate fund for the programme at the Centre and at the State Level by imposing special taxes, cesses or grants if needed. The fund will be independent of the general budget so as to ensure its exclusive use for the programme. If the programme is to be implemented in a limited number of districts (say 150 – 200 backward districts), the costs will not be very high, and a large part of this can come from (1) the ongoing wage employment programmes like the EAS and the SGRY, (2) scarcity relief works, (3) DPAP and DDP programmes including the watershed development programmes in the region and (4) on going state level wage employment programmes. 

On the whole, the programme will be expensive (the estimates vary between Rs 40,000 crores to Rs 15,000 crores per year if the entire rural India is covered). However, it should not be very difficult to raise the required funds when a high priority is given to this programme by the state and the central governments.   

Skill Formation and Capacity Building

In the normal course, an employment programme does not go beyond the employment generation while creating assets. However, this short term view is not adequate, as the success of the programme lies in the fact that the programme does not become a permanent liability of the government exchequer. 

The strategic use of surplus labour for asset creation and for expanding labour absorbing capacity does not happen automatically. It requires considerable inputs to ensure productive use of the assets to generate sustainable employment in the mainstream economy. It requires tailor made inputs in terms of skill training and capacity building:

· Training and capacity building of government / panchayat machinery to enable them to implement the programme effectively and efficiently,

· Awareness generation, extension and education of people to ebable them to participate in the programme, 

· Training of government machinery and Panchayat bodies in gender sensitivity

· Skill training and other capacity building of workers to enable them to produce skill intensive assets gradually (for example, some workers will have to be trained in constructing water harvesting structures, soil and water conservation etc gradually – if possible through on the job training) and to use the assets productively. In order to use completed watersheds productively it may be necessary to train workers in dairy farming, soil testing, horticulture, agro processing etc. Such training programmes should be designed in a tailor made manner. 

· Capacity building of worker’s organizations and NGOs

In short, it will be necessary to provide human resource development to make the employment guarantee programme successful

Institutions and People’s Participation

An important lesson that India should learn after its experience of more than three decades of poverty alleviation programmes is about the critical importance of decentralization, and institutions for promoting people’s participation. The experience has shown that unless the right kind of institutions are set up at the local level that involve people in the process of decision making, planning and implementation, no programme can achieve any success worth the name.  It is important therefore that such institutions are strengthened and when necessary new institutes are set up under the programme.

The Act has already identified some institutions and their role at the state, district, block and village levels. Broadly, these are form the development administration and Panchayat bodies. However, in most cases these institutes are not yet ready to perform their functions like planning, social audit etc. Efforts will have to be made to see that these institutes, such as Gram Sabhas, Gram Panchayats, block and district Panchayats etc are able to perform their role. In addition, many other institutes will be needed to implement the Act: It will be necessary to encourage formation of institutes / committees for the maintenance and management of the assets; institutes to implement social security like health insurance, accident insurance, maternity benefits etc; workers’ organizations to develop their bargaining strengths; training and capacity building organizations etc as well as institutes like self help groups, technical schools, cooperatives etc for promoting productive use of the assets later on. All this needs to be done in a decentralized manner and in a project mode. 

Involving Women Into the Programme

The experience of Maharashtra shows that an employment programme of this kind is suitable to women, as (1) women prefer wage employment rather than self employment, which involves access to credit, uncertainty etc, (2) work is available locally and (3) work is manual and frequently related to natural resources, which is  familiar to women. Women can therefore easily participate in these programmes.

In practice, however, women find it difficult to access the benefits of such programmes due to several reasons: (1) women are not always aware about the programme, (2) women are not able to access the benefits like crèche, maternity benefits etc. as they are neither aware nor organized to demand these benefits and (3) women do not own assets or are not strong enough to assert their needs for assets like fuel wood, fodder, water etc.

There is therefore a need to strengthen the gender sensitivity under the programme in the following ways :

· Generating awareness about the programme and educating women about their rights through special efforts

· Giving rights to ownership and management of assets to women’s groups, particularly in the case of the assets related to water supply, fodder, fuel wood etc.

· Involving women in natural resource management and organization – fuel wood, fodder and water.

· Training PR bodies and administration for gender sensitivity.

· Special efforts for skill training among women to involve them with the productive use of the assets. 

Asset Ownership and Construction of Private Assets under the Programme:

Ownership and use of assets created under the programme is important from the point of equity considerations. It frequently happens that the benefits of the assets occur only to those with assets (for example, farmers will benefit from water harvesting structures) and the asset-less do not gain anything but the wages. This tends to increase asset inequalities in the region. In order to avoid widening asset inequalities under the programme, it is necessary that (1) the assets generated under the programme are owned by all the workers including the asset-less and (2) the distribution of benefits is done equitably between the households with and without assets. This calls for setting up of institutes for the management of the assets. The programme must incorporate this component.

It is not always possible to create only public assets under the programme. For example, a watershed development project will cover lands of private farmers also. Jawaharlal Well Scheme under the EGS of Maharashtra has benefited small and marginal farmers. Also, development of horticulture in Maharashtra has been possible largely due to the use of EGS on private lands. What one can do, however, is the following:

· Undertake private works only after public works are exhausted 

· Focus on the works, which strengthen the asset base of small and marginal farmers.

· Set up proper institutional framework to assure that the asset less benefit from the use of the private + public assets (for example, watershed development)

· Recover the part of the costs from private asset owners, whose assets are built under the programme.

Implications and Inferences 

The above discussion has several implications and inferences for the proposed Employment Guarantee Act. These are presented below:

· The employment guarantee act should be restricted to the selected backward districts to be determined by an Expert Committee of the Planning Commission. Recently, this task has already been undertaken by the Committee of the Planning Commission. Such a Committee can be set up periodically when the need is felt to change the coverage of the Act.

· The employment guarantee should be complete – to all households and for as many days they want.

· The objectives of the Act should be threefold: poverty reduction, construction of productive assets and promoting mainstream employment subsequently. We believe that the act needs to include this long term focus of the programme as the strategic use of surplus man power for sustainable development has to be an important component of the programme. 

· The act needs to be implemented in a decentralized framework and in a project mode so that the goals of the project are achieved.

· This programme should not become an additional programme in the long list of the existing programmes. On the contrary, the ongoing programmes should be merged with this programme to generate enough funds and to ensure better results. 

· The Employment Guarantee Act and the Employment Guarantee Programme need to be strengthened in the following areas: 

· Information, communication and education

· Skill training and capacity building

· Organization and institutes

To sum up, the Employment Guarantee Act is absolutely essential for India for poverty reduction, for prevention of starvation, for reducing distressed migration of the poor and for the empowerment of the poor. This act also has the potential of directing strategic use of surplus labour for promoting sustainable development and for mainstreaming the poor in the economy. Let us not miss this opportunity by not learning lessons from the rich experiences of running these programmes in the past.       

The author can be contacted at Indira.Hirway@cfda.ac.in or on hirwayad1@sancharnet.in
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� The draft referred here is the NAC draft, which is relevant for the present.





� These observations have been made on the basis of the study by Krishnaraj, Pandey and Kanchi 2004, Economic Survey 2001-02, Government of Maharashtra 2002 and  Maharashtra Human Development Report 2002, Government of Maharashtra 





� According to the latest official data the incidence of poverty in maharashtra is 23.72 (1999-00), which puts the state at 9th Rank among the major 15 states in India. The state was 7th in this rank in 11973-74. Between 1973-74 and 1993-94 the state experienced a decline of 31.19 percentage, which was much less than the corresponding all India decline of 33.90 percent. The state ranked 9th in the decline of poverty for this period. 





� Refer to Hirway Indira and Piet Terhal 1994. The study conducted by the authors shows that under wage employment programmes in India the poor from backward areas migrate to relatively developed areas to work on these programmes. This happens because (1)the local people in developed areas are not interested in taking up casual manual work on public works and (2) the relatively developed areas get resources as well as targets for wage employment programmes. Many times these areas are able to get more funds, as these areas are usually politically very powerful.





� Recently the Planning Commission had set up a Task Force to identify the backward districts in India. This Task Force has identified 206 backward districts in the country on the basis of the selected criteria. (Planning Commission 2003). 
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