NREGA wage payments:  Can we bank on the banks?

1. Introduction and Background

By calling upon all state governments to make National Rural Employment Guarantee Act (NREGA) wage payments through banks and post offices compulsory and by outlawing the practice of cash payments after September 2008, the Minister of Rural Development, Dr. Raghuvansh Prasad Singh may have made the NREGA the ‘world’s largest ever financial inclusion scheme’ 
 but has this directive really served as an effective check against the embezzlement of NREGA wages? Has the siphoning of funds by intermediaries ceased? Have workers really gained complete control over their wages? This article will interrogate these questions further on the basis of findings from a survey conducted on 25-31 December 2008 by the Centre for Development Economics at Delhi School of Economics. 
1.1 Rationale for wage payments through banks

For too long, critics have decried public works programmes on grounds that they are easy prey to corruption, advocating throwing-the-baby-out-with-the-bath-water-solutions. The National Rural Employment Guarantee Act before and after its inception also soon became a target of such criticisms despite several transparency safeguards which have been built into the Act. 
Prior to the entry of banks, the payment of wages in cash was based on the entries in the muster roll (or attendance sheet) maintained by the implementing agency (in most cases the gram panchayat). The muster roll is prepared every week or fortnight and is a record of the number of days worked and wages due to every labourer. After submitting the muster roll to the block office, funds are disbursed into the panchayat account which is then withdrawn to make cash payments to the labourers. The feature to be noted is that under this system of cash payments, the implementing and payment agency remains the same i.e. wages are paid by the same agency that maintains the record of attendance and dues. In order to monitor this system of payments, the NREGA has modelled a new system of social accountability in public works programmes by attempting to maximise vigilance of public funds by workers themselves. Mechanisms such as public disbursal of wages which also creates an opportunity for the public scrutiny of muster rolls, maintenance of job cards by workers which serves as a personal record of their employment history and regular social audits seek to enhance transparency and accountability under the NREGA. 

Despite these checks being mandated by the act, the rules have been openly flouted and irregularities in wage payments have been widespread. Investigating these irregularities has given rise to a view enthusiastically endorsed by ministry officials that the link between fudged muster roll entries (fake names and inflated figures) and the siphoning of funds is born from a system where the implementing and payment agency are the same. Also, a system where cash passes through different hands before it reaches the workers was making it easy for contractors and middlemen to collude with panchayat officials to access funds before payments are made to workers. The rationale for introducing bank payments against this backdrop therefore was promoted based on the following reasons. Firstly, by making an independent financial institution, which is not involved in the actual implementation of the NREGA, responsible for paying wages to workers, there is a distinct separation of the implementing and payment agency. It is believed, that this will de-incentivise the implementing agency from the practice of fudging muster roll entries as they no longer have access to funds. Secondly, by paying workers directly through their bank accounts, the possibility of middlemen laying their hands on the wages of workers will also be made more difficult. Thirdly, workers will be initiated into the organised banking system which will then pave the way for developing a habit of saving in the future. Fourth, the banking procedures and documents which are already in place will potentially enhance transparency in the payment of NREGA wages. This flow of funds through clear channels will enable a tracking of wage payments till they actually reach the hands of each worker. 
1.2 Need for a survey focussing on the bank payment system

Despite the seemingly clear advantages of the system of bank payments outlined above, it becomes important to recognise that the banking system does not function in a vacuum and is vulnerable to the same pressures as the system that preceded it. Social hierarchies which bind workers in a feudal and exploitative relationship with panchayat officials and contractors and a long standing tradition of ‘percentage cuts’ are deep rooted rural realities which will exert its influence on the current system of bank payments as well. Findings from our previous audits in Orissa in 2007
 and Deogarh (Jharkhand)
 more recently in October 2008 have shown us that even wage payments through banks are not completely free of the maladies which afflicted the previous system of payments: corruption, fraud and misconduct. 

The most disturbing findings have emerged from a recent social audit of five gram panchayats in Karon block of Jharkhand’s Deogarh district
 where the nexus of corruption between contractors and Panchayat officials now included banks as well. In a case of blatant collusion, in Ranidih Panchayat it was found that contractors had been siphoning off funds from the accounts of workers in total compliance with the officials of a cooperative bank. The workers whose accounts these transactions were being made from for over a year were completely unaware that they even had an account in their name! Signs of other vulnerabilities albeit less audacious, were the signing of withdrawal slips in bulk making proxy withdrawals in the future possible and reports of contractors and Panchayat officials extorting money from workers once withdrawals from the bank had been made. In Ganjebari Gram Panchayat of the same district, the post master of Madankatta post office together with the contractor had taken signatures of labourers on withdrawal slips and hence was easily able to access the accounts. 
While the rationale popularised by the government and explained above, presents an idealistic picture about the introduction of bank payments, the alarming nature of these findings seemed to point towards a much more uncertain outcome of the transition from cash to bank payments of NREGA wages. While the system of bank payments cannot be treated as a quick-fix to deep-rooted problems of corruption, it certainly offers pathways for tightening the noose. In order to explore these pathways more deeply, determine whether Deogarh was an isolated case or whether it represented a more widespread problem and more generally to evaluate this new system of payments under NREGA, the need for a survey focussing on bank payments became evident. 
1.3 Survey method
Our survey sample included two blocks each in Allahabad and Ranchi districts. In Allahabad these were, Karchhana, which is well connected to Allahabad city and lies on the banks of the Ganga and is predominantly agricultural land. In comparison, Shankargarh, is relatively more remote and has a primarily rocky terrain with silica mining and rock breaking as the main activities. In Ranchi district, Mander and Angara blocks are quite accessible from the city of Ranchi. Mander lies in the plains with most land under agriculture. Angara block on the other hand has a hilly terrain and it is important to note that some Maoist activity is palpable here. Panchayat elections have not taken place in Jharkhand for the last 9 years and the NREGA is primarily implemented by the Panchayat secretary or the beneficiary
 on whose private land the work is taking place. In Allahabad district on the other hand where the panchayat system is in place, the implementation of the NREGA is largely dominated by the Sarpanch and the Panchayat secretary. 

Two payment agencies were selected in each block. From these, five most recent payment orders for worksites in different gram panchayats were chosen for verification. Therefore our sample covered five panchayats in each block. 20 workers were randomly picked from each payment order and banks were asked to furnish their account details. 
Banks were also asked to share the details of the gram panchayat account. The verification process involved individually interviewing the 20 workers selected in each gram panchayat followed by a public verification of all the entries in the payment order. Awareness generation around the system of bank payments was carried out simultaneously.

Table 1: Sampled Payment Agencies
	District
	Block
	Sample payment agencies

	Allahabad
	Karchanna
	Bank of Baroda Eastern Uttar Pradesh Grameen Bank (Panchdeora, Bhaderwa and Bharaon branches)

	Allahabad
	Shankargarh
	Bank of Baroda

Bank of Baroda Eastern Uttar Pradesh Grameen Bank (Lohgarh and Bashara Uperhar branches) 

	Ranchi
	Mander
	Ranchi-Khunti Central Cooperative Bank

United Bank of India

	Ranchi
	Angara
	Jharkhand Grameen Bank

Post office, Jonha and Tati Silve branches


.

1.4 Socio-economic background of survey respondents
We interviewed a total of 259 workers of which 201 [78%] were men and 58 [22%] were women. This male dominated sample can be attributed to the fact that the payment orders we based our sample on had a larger number of males. A part of the reason for this is that there are fewer accounts in the name of women.  However, this does not necessarily imply that fewer women were working on NREGA worksites. The names on the payment order are those who are account holders and we often found that women workers who did not have an account in their name received their wages through their husband’s accounts. Thus there is an underrepresentation of women in our sample which needs to be kept in mind so as to not conflate the high proportion of individual accounts in the name of men with fewer women workers on NREGA worksites. 

The education level of the workers may also be considered an important factor to judge how user-friendly and inclusive the system of bank payments is and it can also serve as an indicator of the general level of awareness about NREGA. Almost half [45%] of the sample workers were illiterate with 21% having completed class 10. In Allahabad district, caste divisions were palpable with spatial segregation also clearly visible. Members of the upper castes were economically better off with the Sarpanch and Panchayat secretary also belonging to this group. The blocks surveyed in Ranchi district had a predominantly tribal population. 
2. Banking system in survey districts

In both our survey districts, accounts have been opened in a variety of banks such as Grameen banks, Cooperative banks, nationalized banks and in some cases even in post offices. Most [87%] of our survey respondents were bank account holders while 13% (all in Angara Block) had their accounts in post office
. In Allahabad there has been a recent trend towards shifting accounts of NREGA workers from post office to banks due to a charge levied by post office for transfer of NREGA funds.

Opening of Accounts
Although the operational guidelines of the NREGA call for the proactive opening of workers’ accounts by panchayat and bank officials, no such general principle is being followed in either of our survey districts. As a result accounts were being opened in a haphazard way resulting in many workers being left out of the account opening process. 

The common practice is for panchayat officials/contractors to take groups of NREGA workers to the bank to get their accounts opened.  We found that 44% of our sample workers were accompanied by a Panchayat official and 16% had been accompanied by a contractor to open their accounts. 28% of the sample workers had opened their accounts on their own. Many [40%] of the workers had already opened their accounts over six months prior to the survey and were familiar with banking procedures to some extent. In sum, 90% of sample workers were present at the bank at the time of opening of their accounts and the rest either did not go themselves or had no knowledge that there was an account in their name. In Mandro Panchayat of Mander Block, many people were unaware that their accounts had been opened. The absence of a general mandate that streamlines the account opening process as well as a lackadaisical attitude of panchayat and bank officials on enforcing this policy will only result in patchy benefits of the bank payment system. 

The type of account that is opened is also an important indicator of the impact of the banking system on women. In our survey, 89% of workers had individual accounts however, most [79%] of these were in name of male members (see table 2).11% had joint accounts which included the names of female members of the household. Ideally there should be a single account for every person listed on the job card or in the case of joint accounts, the name of female members should be included. In the absence of this, women workers are denied access to the banking system and also an opportunity to gain control over their wages. In Bhaderwa panchayat, Karchanna block, some women complained of being shooed away from the bank when they went to open their accounts. As if this was not enough, they were asked to be satisfied that accounts were being opened in the name of the husbands. It was only in the case of Bharwadag panchayat, Angara block that our findings reflected a greater participation of women in the banking system. Here we found that several women were enthusiastic about understanding and accessing their bank accounts and maintaining their passbooks. 

Table 2:  Male dominated individual accounts
	Block
	Proportion of sample workers having Individual accounts
	Proportion of individual accounts in name of men b

	Angara
	90
	75

	Mander a
	93
	77

	Shankargarh
	80
	81

	Karchanna
	98
	85

	Total
	89
	79


a Ten workers gave no response to this question

b 89% of total sample workers had individual accounts and out of these individual accounts, 79% were in name of a male .

In a clear breach of the Reserve Bank of India’s directive to banks that they should open zero balance ‘no frills’ accounts for all NREGA workers, we found that about half of our sample workers had to pay for opening their accounts. In most cases this amount was reflected in the passbooks as the opening balance. In Angara Block, interestingly, the post office was taking Rs. 70 from workers, out of which Rs 50 was reflected as the opening balance in their passbooks and Rs 20 was taken as an insurance premium. In addition to this, in Mander block there were also cases where money was taken from the workers in the name of opening of their accounts but was not credited in their accounts at all. It was interesting to note that most of the workers we interviewed in the sample could not tell whether the money given to the bank at the time of opening the account was deposited in their account or taken as a bribe. It was only after looking at their passbooks or account statements that the survey team was able to make a judgement.

Pattern of withdrawal

One of the most cited benefits of the bank payments system is that now wages will directly reach the hands of worker and the pattern of withdrawal is a preliminary indicator of whether this benefit is truly being realised. In our survey we found, that at the time of withdrawal of wages, 41% of workers went unaccompanied to the bank and withdrew the money themselves while 50% went and withdrew the money with someone’s help. The rest either did not go or someone else went on their behalf or in the extreme case had no idea about a bank account in their name. 
Only in Angara block, did we find an encouraging trend of workers going on their own to withdraw wages. In Mander and Shankargarh, most workers went accompanied and withdrew their wages with the help of that person (see table 3). In Allahabad it was mostly the Sarpanch who accompanied the workers whereas in Mander, Ranchi, the contractor or beneficiary went with the workers at the time of withdrawal. The reason for going to the bank in groups could be attributed to the fact that workers who are unsure of the banking procedures find security in numbers. On the other hand, workers withdrawing wages with the help of the Sarpanch or contractor/beneficiary is of some concern because it is indicative of no real separation of the implementing and payment agency for the worker. Workers continue to depend on these men for their wages. In Angara block, the post office had made it mandatory for the labourers to bring the Gram Rozgar Sewak along at the time of wage withdrawal as a guarantor. 
By simply observing the pattern of withdrawal or who accompanied the workers it is difficult to conclude whether the worker ends up keeping his wages. This issue needs further probing and will be addressed in greater detail in section3.  
Table 3: Medium of withdrawal
	Reference group
	Proportion (%) of respondents who:a

	
	Withdrew in person
	Went in person but someone “helped”
	Someone else withdrew
	Did not withdraw

	Block

Angara

Mander

Shankargarh

Karchanna
	69

28

22

56
	19

57

74

44
	0

5

0

0
	12

9

5

0

	Gender

Women

Men
	30

45
	56

48
	2

2
	13

5

	Education
Illiterate

Literate
	27

53
	67

36
	2

2
	5

9

	Age of account
Less than 6 months

More than 6 months
	35

50
	60

36
	1

3
	4

11

	All respondents
	41
	50
	2
	7


a Each row gives the percentage distribution of “medium of withdrawal” within the relevant group (with row entries adding to 100)

Passbooks are essential for tracking payments and withdrawals made through the workers accounts and presenting it at the bank or post office at the time of transactions is usually mandatory. However, we found that the distribution of passbooks among account holders was incomplete. In Bhaderwa Panchayat, Karchanna block, Rs 20 was taken from workers for issuance of passbooks. The regular update of passbooks can be a positive step towards strengthening transparency under the Act. A positive finding in this regard was that in Angara block, everyone got their passbooks updated at the time of withdrawal of wages. For the entire sample of workers who went to withdraw money on their own, 77% got their passbook updated. When the labourers went to withdraw their wages accompanied by someone else, the passbooks were updated in only 44% of cases. In Allahabad, passbooks were updated almost 50% of the time whereas in Mander block more people got their passbooks updated when they went on their own rather than with someone else (See table 4). All of our survey respondents had put a signature or a thumb impression on a withdrawal slip when they went to collect their wages.  These procedural formalities like updating passbooks and signing on the withdrawal slip are extremely significant in making the system of payments more transparent and water tight. This is a reassuring finding after the Deogarh experience where even these basic formalities were being grossly ignored.  

Table 4: ‘Workers who withdrew wages on their own’ vs. ‘Workers who withdrew with someone’s help’

	
	 Sample workers who withdrew wages on their own
	Sample workers who withdrew wages with someone’s help

	
	Proportion (%) of respondents who:
	Proportion (%) of respondents who:

	Block
	Had passbook updated
	Put signature or thumbprint on any papera
	Had passbook updated
	Put signature or thumbprint on any papera

	Angara
	100
	100
	100
	100

	Shankargarh
	46
	100
	56
	100

	Mander
	60
	100
	13
	100

	Karchanna
	58
	100
	44
	100

	Total
	77
	100
	44
	100


System of Transfer

The flow of funds in the two districts is similar. Although, the implementation of the NREGA can be undertaken by different agencies such as the Public Works Department, Forest Department etc., in our sample, the gram panchayat was the main implementing agency. In Allahabad district, the sanctioned amount comes directly into the panchayat account from the district headquarters. In Ranchi, the funds travel from the district to the block and then to the panchayat accounts. From the panchayat account, the funds are then transferred to the worker’s account. This is done in one of the three ways: Payment Order, Account Payee Cheques and Bearer Cheques.

i) Payment Order

This is the most common instrument of transfer. In this system, the Sarpanch (Allahabad) or Panchayat Secretary (Ranchi) sends a letter to the Bank/Post Office Manager giving details of workers’ accounts and the amounts due to them. On receipt of the Payment Order the bank transfers funds from the Gram Panchayat account to the account of the respective workers. This process takes only one to two days provided that both the accounts are in the same bank; a practice that should be encouraged. We found no evidence of any major delays in transfer of funds in our survey. In Angara block, once the money comes into the account of the Panchayat Secretary, he transfers it into the account of the beneficiary who then cashes out the amount and deposits it in the bank/post office where the workers accounts are held. This process can cause considerable delays in payment of wages and also is a dissolution of the principle of separating the payment agency from the implementing agency. 

Much can be said about the format of the Payment Order. In both the survey districts, the payment order did not contain the name of the worksite and in Allahabad district, the days worked by the labourer were also missing. In some cases the Payment Order was made for four to five worksites together or clubbed for many weeks. In such a scenario it becomes very difficult to verify the wage payment given to the worker. 

Another oversight of this system is that there is no provision for an official intimation which informs workers that their wages have been credited to their accounts. Since the payment order goes straight to the bank manager from the panchayat officials, the workers depend on the oral intimation of the Sarpanch/Beneficiary/Contractor who lets them know when he has sent the payment order to the bank.

ii) Account Payee Cheques

Here the Sarpanch/Secretary writes account payee cheques on Panchayat account in the name of the workers and distributes it among them. The worker then goes to his/her bank and deposits the cheque in his account. Later he can use a withdrawal form to withdraw money. One advantage of this process is that the worker gets intimation of the money being credited into his account. We only encountered one case of payment through account payee cheques, in Taktaiya panchayat of Karchanna block but even here, the process was not functioning as per the norm. The account payee cheques were not distributed among workers but were given directly by the Sarpanch to the Bank manager. Most workers had no idea that an account payee cheque was even drawn in their name. For them it was the usual case of the Sarpanch informing them of money being deposited in their accounts and the workers withdrawing the money after signing the withdrawal slip. 
iii) Bearer’s Cheques

In Amilo Gram Panchayat of Karchanna block, payment of NREGA wages was made through Bearer Cheques. Some workers were given the cheque in hand and went to the bank themselves to cash out the money. Others got payment in cash at home and were not aware of a bearer cheque in their name. There were still others in whose names bearers cheques had been issued and cashed out, but had never worked under NREGA and were completely unaware of the transaction. Bearer cheques being easy prey to corruption should not be used to pay NREGA wages.
2.1 Complication of records: Fate of transparency safeguards
‘We cannot give you the account details without the presence of the account holder’. 

This statement of the manager of the Jharkhand Grameen Bank in Angara block of Ranchi district has significant implications not just for a survey like ours but for an overall struggle for greater transparency under the NREGA for several reasons. 

Transparency of records

In order to obtain the payment orders, GP account statements and workers accounts statements which were crucial to the audit, the survey teams committed themselves to a process of record hunting on the first day in the selected payment agencies. Teams in all four blocks reported resistance from bank and post office officials when they were asked to share NREGA related records. Although the Act clearly states that all NREGA related information is in the public domain and calls for a proactive disclosure of this information at all levels
, bank officials argue that they are governed by their own set of rules which compels them to treat the details of all account holders as private. It was only after much coaxing that teams were able to get a hold of some of the necessary documents but by this time it had become clear that the entry of banks into the system of wage payments had considerably complicated the social audit process. This also raises some relevant questions. How can the schism between the rules of the bank and the provisions for transparency under the NREGA be reconciled? Will banks be willing to amend their policies in order to disclose the details of NREGA related accounts for public scrutiny? 

Individual payment process undermining muster rolls

After securing these records, the scrutiny of these documents brought a new issue to light. The introduction of bank payments has rendered the already neglected provisions related to the muster roll almost non-existent. The muster roll is critical to the social audit process because as a single document it contains the attendance details and corresponding wages due to each worker at a particular worksite. So far, making muster rolls available at every worksite and reading out its details publicly before signatures are taken has been stressed so that workers could verify the days worked with the payment due to them. This public verification of the muster roll also curbs the possibility of entering fake names and inflated figures. However, with wages of workers being deposited directly in their accounts on the basis of a payment order, the muster roll is not being maintained and as a result the practice of signing on the muster roll at the time of receiving the payment has also been made redundant.  On casual visits to eleven worksites our survey teams observed that muster rolls were unavailable at all. This points towards the dismantling of a crucial transparency safeguard under the Act. In Karchhana block (Allahabad district), when the Sarpanch was asked for the muster roll, he explained that it had not been prepared because the panchayat secretary was on leave. This was despite the fact that the payment order which the survey team had in hand is supposed to be based on the details in the muster roll. 

Job cards 
There is also a growing complexity in the maintenance of records which is making it difficult to match attendance with wages paid and received. In addition to the muster rolls, job cards are meant to serve as a personal record for each worker in which her/his attendance and payment details are entered. The job card if regularly and accurately filled can be a powerful document in the hand of each worker, enabling her to monitor her wage payments herself. Before the introduction of bank payments, the practice of filling job cards at the time of payments was encouraged. Although even before the introduction of bank payments, job cards were poorly maintained, this practice is in the danger of being pushed further into oblivion because now wages are no longer distributed publicly at a public place where job cards can be filled simultaneously. 

The maintenance of passbooks required under this new system of payments has added another document to the multiplicity of records which are already being maintained under the Act. This has made the audit process more complex. We found, that in the case of accounts that have been active for an extended period of time, the large number of entries makes it difficult to identify which deposits were NREGA wage payments. 
2.2 People’s perceptions about the banking process

A large majority [77%] of our sample workers preferred NREGA wages to be paid through banks or post offices in comparison to cash. In Angara and Shankargarh 94% of sample workers stated a preference for the bank system whereas a more mixed view was found in Karchhana [85%] and Mander [49%] blocks (see table 5). We observed that workers who had older accounts were better accustomed to using the banking system and also recognised its benefits. However, it was not only the old account holders but also those who had only recently begun to familiarise themselves with the banking system who also stated a preference for receiving wages through the bank as opposed to cash. 

Table 5: Integrity of records and workers’ preferences
	
	Proportion (%) of workers who confirmed that their Bank/PO account records were correct
	Proportion (%) of respondents who prefer Bank/PO payments to cash payments

	By Block

Angara

Mander

Shankargarh

Karchanna
	87

78

                     86

95
	94

49

94

85

	By gender

Women

Men
	89

84
	77

77

	By education
Illiterate

Literate
	86

85
	81

75

	By distance from Bank/PO
Less than 5 km

More than 5 km
	84

87
	85

67

	By age of account
Less than 6 months

More than 6 months
	86

85
	75

80

	All respondents
	85
	77


In general the banking process was viewed in a positive light. There was openness to learning the procedures of this new system even among those who were illiterate for whom this could be another disempowering hurdle. When we asked a worker why the beneficiary accompanied him to the bank, he replied “Abhi to seekh rahein hain, agli baar khud jayenge”. In Mander block, it was heartening to witness an old and illiterate woman finding her way through the bank and completing all the procedures on her own. 
Another issue concerning the workers is the distance between banks and their place of residence. 59% of sample workers lived within 5 kilometres of the bank or post office and 41% had to travel over 5 kilometres. In Mander and Shankargarh blocks, some banks were more than 10-15 kilometres away from the Panchayats and the workers at these places complained of a day’s earning being lost in travelling to the bank. This is also one of the reasons why workers prefer to go to the bank with the Sarpanch or Contractor. They want to make sure that they are able to withdraw money that very same day and hence avoid another long trip to the bank. An inverse relation between ‘Preference of payment through banks’ and ‘Distance of bank from place of residence’ was also observed in the sample.
Thus irrespective of the age of account, education and even gender, we found that the majority of workers preferred bank payments over cash.  
In Allahabad district and Mander block in Ranchi district, the bank accounts were scarcely used for the purpose of savings. In Angara block, however, the concept of saving had taken root. Most people who preferred bank payments stated ‘the possibility of saving’ as their main reason. For instance, in some cases workers who were paid Rs 1080, withdrew the bulk and left Rs 80 in the bank creating a small saving for the future. 
From our conversations with workers and observations of bank and post office functioning we were able to draw some comparisons. Firstly, in Angara block, the only block where post office payments were sampled, it was found that the bank system was working better than post offices. The Jharkhand Grameen Bank had computerised records compared to the manually maintained log journals in the post offices, more staff as opposed to the single post master operating the branch post offices and secure arrangements for keeping large sums of money while the post master at the Jonha branch office complained of feeling vulnerable because of the large sums of money he had to keep in his personal possession. We also observed the better functioning of nationalised banks in both Allahabad and Ranchi districts compared to the experience with the cooperative bank in Deogarh which was openly flouting rules and was caught red handed in a case of blatant collusion. Overall we found that more than 89% of the sample workers who went to withdraw their NREGA wages found the banking staff helpful but 38% of illiterate workers who went unaccompanied to the bank to withdraw wages complained of some harassment by bank officials. Nevertheless, we found no evidence of bank staff accepting bribes. 
On showing the workers the payment order and their account details, 85% confirmed their accuracy while 15% found discrepancies. This stands in stark contrast to Deogarh where many workers were unaware of even the existence of their accounts, let alone the 10-15 transactions which were made from it without their knowledge. This finding is significant because it demonstrates that such flagrant deception was not encountered in our survey districts and also because it points to the relatively higher level of awareness among workers about transactions from their accounts and the ability to trace wage payments. 

It is important to consider the perceptions of other stakeholders in this system as well. The staff of banks and post offices complained of their workload increasing considerably with the opening of NREGA account without a corresponding increase in staff deployment. The post master of the Jonha post office in Angara block who handles 12,000 account singlehandedly gives us an idea of the severity of staff shortage.
As stated earlier, the purpose of this survey was to understand and evaluate this new system of wage payments under the NREGA. The findings presented above not only familiarises us with the actual working of this system but also highlight its strengths and weaknesses. In many ways this survey gives a more positive and hopeful picture of the banking system as compared to Deogarh. Banking procedures like ‘presence of account holder at the time of opening of accounts and withdrawal of money’ , ‘signing the withdrawal slip at the time of wage withdrawal’ , ‘updating of passbooks’ , ‘non payment of bribe’ and ‘cooperation of the banking staff’ are definite improvements over Deogarh. Here in light of these positive findings, our experience in Angara block deserves special mention. The high levels of awareness compared to the other blocks, better maintenance of bank records, familiarity with banking procedures and an understanding of the benefits of saving through banks are significant achievements. Our field investigators observed that the influence of Maoist activities in some Panchayats, the leadership role played by a school teacher in one panchayat and repeated visits by different survey and social audit teams because of Angara’s accessibility from Ranchi may be part of the reason why the NREGA is doing well in this block and the bank payment system has been well received by workers. While the reasons for effective functioning of the bank payment system needs to be investigated further, this is an experience we can draw some lessons from.
3. Method and Extent of Corruption
Here, we return to the question of whether the case of collusion in Deogarh is representative of a larger phenomenon. Has payment through banks reduced the extent of corruption and fraud? Finally, has this new system of payment helped workers to secure their rightful wages?

Cases of Collusion

In Chatra panchayat, Angara block, we found a case of collusion similar to Deogarh, between the beneficiary Sandip Kacchyap and the post master of the Tati Silv post office. Money was being embezzled by Sandip Kachhyap from the accounts of his brothers who are genuine NREGA workers, without their knowledge, by inflating figures in the muster roll.

 In Mander Gram Panchayat of Ranchi district, workers were made to sign on the withdrawal slip in the premises of the Ranchi-Khunti Central Cooperative bank and were then sent home. The beneficiary then withdrew their wages and paid them in cash at their homes. Most workers here claimed that they did receive their full wages. However, this does not conceal the fact that the withdrawal of wages without the account holder’s presence is a dangerous and unlawful process and can easily lead to embezzlement of funds. 

Payment through banks has also opened up the possibility of direct collusion between the worker and Panchayat official/Contractor. Here the worker becomes a partner in crime and allows inflated entries to be entered under his/her name in the muster roll and later shares the loot with the other party.  

Ghost/Fake names

In 4 panchayats, fraud associated with fake names in the payment order was discovered by the survey teams. In Banjhila Panchayat of Mander block, most of the workers listed on the payment order belonged to the beneficiary’s family. Here there is ample scope for inflating the muster roll since wages will be deposited in the accounts of family members only. We have encountered this trend in previous surveys in Jharkhand as well, where members of the beneficiaries family although listed on the muster roll did not work for a single day and the actual work was done by workers from other panchayats for meagre amounts. In cases like these where no fraud exists on paper, the banking system cannot serve as a check as it does not have the necessary jurisdiction to detect or remedy this well established practice.

In Kakram Panchayat of Allahabad district, names of many upper caste men were included in the payment order even though the villagers confirmed that these men had never worked on NREGA worksites. In Akauria Panchayat of the same district, almost half of the names on the payment order were fake. In Chatra Panchayat in Angara block, up to ten ghost names were found on the payment order. Interestingly, Ravindra Nayak a sarkari hawaldar was also listed in the payment order as a NREGA worker. Despite our suspicion of his involvement in this case of fraud, he claimed to the survey team that he had never worked and had no knowledge of a post office account in his name. 

The rationale for banks payments suggests that once implementing agencies are denied access to funds, they will no longer have the incentive to fudge the muster rolls. However, we have found that this practice of fudging is still going on and has not been weeded out by the system of bank payments. If fudging, as seen above is carried out with the knowledge of the so called ‘workers’ listed on the muster rolls who are sometimes also promised a share in the loot; it dodges the bank system and remains as lucrative. Thus the separation of implementing and payment agency does not serve as an effective check against this type of fraud. Here there is also a danger of the ‘universal guarantee of employment’ being delivered selectively. The Panchayat official/beneficiary has full incentive to enter names in the muster roll of people from whom he can recover money later. 

Corruption through exploitation

The next question that emerges is, even if fake names are not entered in the muster roll and genuine workers are withdrawing their wages from banks, does this guarantee that they get to keep their deserved wages and not get exploited at the hands of the implementing agency? It is difficult to give an affirmative answer. Almost every third worker in Allahabad district said that after withdrawing the wages alone or accompanied with someone, he gave the entire amount or a part of it to the Sarpanch. The ground reality is that before the work begins, the worker enters into an agreement with the Sarpanch/Contractor over his wages. This agreement can either be on the basis of task performed or according to the prevailing private market wage rate for casual labour.  In both scenarios, the worker gets less than the minimum wage for a day’s work. However the muster roll shows that he has been paid the minimum wage. So when the money comes into his account, he keeps what he has agreed to and gives the rest to the Sarpanch/Contractor. In Saidabad block in the Allahabad district, we observed during field testing that inflated entries were made in the muster roll with the knowledge of the labourers. After the withdrawal, the labourers gave the excess amount to the Sarpanch. The workers complained that they had no choice but to comply as works were few and they would not be given work the next time if they resisted. In Mander block of Ranchi district, half of the workers who were accompanied by the contractor at the time of withdrawal gave him part of their earnings outside the bank. In both districts we found many instances where the workers got paid in cash by the Sarpanch/Contractor and when money was transferred to their accounts, they paid the Sarpanch/Contractor back settling the remaining dues. 

These and many more instances like these bring to fore a societal context to the problems plaguing the bank payment system. Once the wages are withdrawn from the accounts and are in the hands of the labourer, it is his/her relationship with the Sarpanch/Contractor which will govern his/her share. In the feudal set up of areas we surveyed, the workers have no choice but to agree to the work and payment conditions set by the Sarpanch/Contractor. These conditions sometimes become downright exploitative as we saw in Ganjebari Panchayat in Deogarh where NREGA work of digging wells was being carried out on contractual basis at the rate of Rs 60 per day whereas the minimum wage for Jharkhand is Rs 92 per day. The workers take it in their daily stride to get paid less than what they deserve or what is their right. Many a times one can hear them say “Kaun sahi daam deta hai?” when asked why they accept unfair payment. 

What has failed rural work programmes in the past has been the presence of feudal structures and repression of state against people. Vested interest of the local elected representative in the panchayat, contractor etc makes it difficult for any public work programme to work. The same issues plague this new set up as well. The system of bank payments cannot function independently of the socio-economic and political structure in which it is embedded. Introducing payment through banks to check corruption in wages only addresses one part of the problem i. e. delivery. To uproot corruption in wages, policies need to be formed which aim at waning the unequal and unfair relations still existent in rural India. The exploitative practices that continue to exist outside the banking system are susceptible to the pressures of social hierarchies and rigid caste practices and these in turn effectively silence workers from demanding their rights. The only thing we can say from our survey experience is that payment through banks has given some bargaining power to the workers and with strong mobilization of workers this strength can be realized. 

4. Recommendations 
To summarise, we began by presenting the rationale behind the introduction of banks payments widely publicised by the Ministry of Rural Development. Preliminary findings in Orissa and Deogarh district of Jharkhand raised serious scepticism about the role and potential of the bank system in streamlining NREGA wage payments and reducing corruption. Our survey then sought to interrogate these issues further. As compared to Deogarh our findings revealed a more encouraging picture of the bank payment system but also exposed its limited capacity in fighting corruption. Some recommendations borne out of our survey experience to improve and strengthen this system can be suggested
. 
Firstly, to facilitate efficiency in wage payments and monitoring, preference should be given to centralised banks and financial institutions with computerised records. Further, a list of all the payment agencies involved in NREGA wage payments should be made available at the block office and to the Ministry of Rural Development.
Secondly, to ensure accountability within this new system, banks must be brought under the ambit of the Act with reference to the transparency clause. The Reserve Bank of India should direct banks to follow certain minimum safeguards.

· Money should be withdrawn only in the presence of NREGA workers.
· Passbooks should be updated when money is withdrawn.
· All NREGA-related documents (including details of Bank accounts of NREGA workers) maintained by the Banks should be open to public scrutiny.
· Bank statements of Gram Panchayat accounts should be pro-actively disclosed at the end of each financial year.

Thirdly, to restore public scrutiny of wage payments, reinstate the public reading of muster rolls and filling of job cards, two methods of wage disbursal can be adopted. One, account payee cheques handed directly to all workers in a public place. Two, directly depositing wages in the accounts of workers on the basis of a payment order submitted to the bank. In this case, the public distribution of ‘wage slips’ to all workers informing them of the money deposited in their accounts should be made mandatory. 
Fourthly, social audit of NREGA works should now include verification of bank payment of wages. Also, a model payment order should be designed and adopted by all state governments. 
5. Conclusion

We view this new system of bank payments not in isolation but part of a larger worker’s struggle to secure the right to work and also to earn the minimum wage due to them. Introducing bank payments is just one step towards realising the guarantee enshrined in the Act.  To use this system fully, we need to activate the core principles of the NREGA: demand driven work, legal guarantee of employment and strong public vigilance. The conditions necessary for securing these entitlements requires workers to unite with a clear purpose and sustained action. Collective action by the workers as an organization will not only improve their bargaining position on issues of demand for work and wage payment but will also strengthen the transparency provisions in the Act.  It would be naïve to believe that once workers familiarise themselves with the banking process they will begin to view banks as a system which they can use to free themselves of the corrupt practices rampant in the earlier system of cash payments.  While banks have the potential to play a transformational role in the system of wage payments under the NREGA, the position of workers must be transformed first. 

Annexure: Tables

1. Number of respondents
	
	Bank account holders
	PO account holders
	Total

	By Block

Angara

Mander

Shankargarh

          Karchanna
	25

83

72

43
	34

0

0

0
	59

83

72

43

	By gender
Women 

Men
	47

176
	11

23
	58

201

	By education
Illiterate

Literate
	108

114
	8

26
	116

141

	Total a
	223
	34
	257


a 2 respondents one each in Mander and Shankargarh gave no response.
2. Mode of payment

	
	Bank /PO account holders

	Proportion (%) of workers who were paid:

Through Bank/PO

In casha

Other
	85

13 (50)

2


a In brackets, percentage (within that category) who had “reason to believe that this cash was withdrawn from [their] account by someone else”.

3. Characteristics of bank/PO accounts
	
	Bank/PO

Account holders (%)

	Type of account:

Individual

Joint (incl. women)

Joint (excl. women)

Other/unclear
	85

10

0

5

	Distance from bank/PO:
Less than 3 km

3 to 5 km

More than 5 km
	36

23

41

	Age of the account:
Less than 6 months

6-12 months

More than 12 months
	62

17

21

	Amount paid to open account (Rs):

0 (no charge)

1-50

More than 50


	10

30

60


Note: Each cell gives the relevant percentage distribution of accounts (with figures adding to 100 within each cell).

4. Wage withdrawal process

	
	Proportion (%) of respondents who:

	
	Put signature or thumbprint on any papera
	Had passbook updated
	Were charged to withdraw
	Faced problems or harassment at the Bank/POc

	By location of account
Bank

Post office
	100

100
	42

100
	17

0
	35

14

	By gender

Women

Men
	100

100
	53

50
	17

13
	29

29

	By education
Illiterate

Literate
	100

100
	39

61
	17

12
	39

25

	By age of account
Less than 6 months

More than 6 months
	100

100
	42

64
	17

0.1
	37

22

	All respondents
	100
	51
	14
	29


a Typically a “withdrawal slip”.

b By the bank/PO staff or “helper”, as the case may be.

c Among those who withdrew in person  unaccompanied. 

Note: The reference group for table consists of all those who went to the bank/po to withdraw wages accompanied or unaccompanied.

� This article has been prepared by Anindita Adhikari and Kartika Bhatia with inputs from Survey coordinators (Sunil, Kalyani, Shiva and UmaShankar) and the entire survey team. We value Prof Jean Dreze’s guidance and suggestions which has given shape to this research. Special thanks are also due to Reetika Khera, Anish Vanaik and Siddhartha for their helpful comments.


� See http://www.commodityonline.com/news/NREGA-to-help-in-largest-financial-inclusion-ever-11409-3-1.html


� See Vanaik, A. & Siddhartha (2008) Bank Payments: End of Corruption in NREGA? Economic and Political Weekly, April 26, 2008.


� See Khera, R. & Dreze, J. (2008) From Accounts to Accountability. The Hindu, 6 December, 2008, Op-ed.





� See http://www.rediff.com/money/2009/feb/02why-the-nrega-should-not-rely-on-banks.htm


� Also called the ‘labhuk’, he can be considered an entrepreneur who takes initiative to get the NREGA project on his/her land sanctioned, get the work done by employing labour and securing material and also making wage payments. He thus takes on a certain amount of risk in return for the assets which will be created on his/her land. 


� Our sample of payment agencies includes only one post office in Angara Block, Ranchi.


� As told by the CDO of Allahabad District.


� Section 4, 17(3) of the Act states that ‘The Gram Panchayats shall make available all relevant documents including the muster rolls, bills, vouchers, measurement books, copies of sanction orders and other connected books of account and papers to the Gram Sabha for the purpose of conducting the social audit’


� These recommendations emerged from discussions with the survey teams during the debriefing workshop, followed by further discussions with Prof. Jean Dreze, Reetika Khera and Sunil. 





