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The Employment Guarantee Scheme (EGS) underlying the National Rural Employment Guarantee Act is by far one of the largest social safety-net programmes launched anywhere in the developing world.  The EGS is also historic for we now have for the first time a demand driven scheme across the country unlike the several supply driven schemes of the past. It is ambitious in its scope and size, and is an affirmation of our collective desire that the benefits of growth must be broad based and inclusive, and that growth can be sustainable only when the poor contribute to growth and benefit from growth.  Let me also add that having some people left behind while others move on is not only unacceptable but also destabilizing.

2.
The EGS guarantees a minimum of 100 days of wage employment in every financial year to every rural household as an employment of last resort.  In the lead up to the adoption of the bill by the parliament, there was a lot of debate and discussion in the media and in public fora on almost every aspect of the bill.  I personally found following that debate to be very rewarding, as it was rich, informed, educated and, of course, contentious.  This debate was a testimony not only to the intellectual capital that goes into the shaping of our public policy but also reflective of our commitment to openness, freedom of expression and pluralism of ideas.

3.
Just to recapitulate, the following are some of the main issues that drove and shaped the debate.  

(i) Should the wage rate under the EGS be the minimum wage rate, or some other rate that will be above or below the minimum wage? What is the wage rate that will be optimal in terms of making the scheme self-selecting? 

(ii) Should the guarantee be restricted to 100 days per year or should it be open ended? 

(iii) Should the scheme be restricted to only one adult per household regardless of the size of the household?

(iv) Should the scheme be restricted to families below the poverty line or should it be open to all?

(v) Should the scheme be implemented in 150 or 200 districts to start with or should it cover entire country in one go?

(vi) What exactly will be the cost of the scheme and where will the funds come from? Given that the estimated cost of the scheme varies from Rs 10000 to Rs 36000 crores – roughly one per cent of GDP – is this the most efficient use of the money? Are there better and more effective ways of spending such a large amount of money to achieve the objective of poverty reduction? Will welfare be maximized if we spend this money on education and health instead?

(vii) What will be the implications of such a large and open-ended expenditure commitment to managing the fiscal and revenue deficits especially in the context of the obligations under the Fiscal Responsibility and Management Act (FRMA)? 

(viii) Do we have the administrative capacity, and the monitoring and accountability systems to implement a scheme of this size?

(ix) Given our experience with similar schemes such as food for work and drought relief, should we not be concerned about waste, leakage and corruption, especially given the weak monitoring systems and lax accountability mechanisms?

(x) To what extent should the EGS focus on asset creation? Furthermore, does the focus on asset creation erode the guarantee dimension of the EGS? 

(xi) What should be the role and responsibilities of the Panchayati Raj institutions in the EGS? In particular, should the Gram Panchayats uniformly be the only instrumentality for delivering the EGS regardless of the varied track record and capacity levels in the PR institutions across the country or should we settle for asymmetric decentralization?

4.
This listing of issues will not be complete unless I also mention that some economists and commentators have even called into question the justification for an open ended universal employment guarantee scheme of this type on the ground that there is no evidence to show that the rural employment situation has worsened in the recent period.

5.
Several analysts have drawn attention to the fact that National Sample Survey Estimates of unemployment rates show that in 1999-2000 those who reported themselves as being `usually unemployed’  during the year were barely 2 per cent of the male labour and less than one per cent of the female labour force.  The `usual’ unemployment rates have not shown any sustained trend either for males or females over the 20 year period.  The NSS surveys, however, show that under employment figures – as measured by the proportion of days in a year in which those actively seeking working do not find it – are much higher around 7 per cent for both males and females.  These figures nevertheless do not show any definite trend.  The levels in 1999-2000 were the same as in 1977-78 for males.  There was, however, an improvement in the case of females.  While there has been no deteriorating trend and in fact there may have been some improvement, the levels are still a cause for concern and redressing this remains a major challenge.  While the lasting solution to employment generation will lie in accelerating over all growth, this may happen only slowly.  Targetted employment schemes such as the EGS become necessary till such time the over all growth is able to fully meet the demand for work from rural labour force.

6.
Now that the parliament has enacted the legislation, many of the policy issues have been settled.  The Act, as finally passed, guarantees at least 100 days of wage employment per year on demand to every rural household.  The wages to be paid are the minimum wages applicable for agricultural labour in the respective states till such time that the central government specifies a wage rate which will not be less than Rs 60 per day.  In the event of failure to redeem the guarantee, the state government is mandated to pay an unemployment allowance to the employment seeker.  The scheme is to be implemented in 200 poor and backward districts in the first phase.  The central government bears the cost of guaranteed wages, up to three fourths of the cost of material, and the wages of skilled and semi-skilled workers.  The state governments are to meet the balance one fourth of the costs of material and semi-skilled and skilled labour as well as the payment of employment allowance.  

7.
The Act as finally passed by the parliament balances the various trade offs and reflects some of the advice that emerged from the public debate. For example, at the draft stage there was debate, as I said earlier, on whether the scheme should be restricted to households below the poverty line which would have entailed elaborate mechanisms for means testing. Under the Act as finally passed, the scheme is open to all with no restrictions on whether the household is below or above the poverty line.  This is wise as this is an acknowledgement that only the poor with no alternative will come forward to undertake unskilled labour and the scheme will run on a self-selecting basis. Also this will eliminate the huge transaction costs underlying means testing.

8.
With the policy issues behind us, the task ahead is to move on to implementation so as to deliver the intended benefits to the poor and unemployed in the country.  The important components involved in the implementation of EGA are,(a) selection of beneficiaries and the wage rate; (b) design of system and institutions for implementation of the scheme; (c) provision of resources and the pattern of funding; (d) capacity building for effective implementation of the scheme; and (e) safeguard against corruption with regard to the use of fund and the selection of beneficiaries.   By any reckoning this is a complex and formidable challenge and requires ‘out of the box’ thinking and action.  I am very happy therefore that the Administrative Reforms Commission has thought it fit to address this issue on a priority basis.  This is a tribute to your sense of purpose and result orientation and I want to commend you for this initiative.
9.
I want to use the opportunity that you have so kindly provided me to raise some issues that we should be addressing on the way forward to implementation of the EGS.  For conceptual clarity I will group them under four headings: (i) physical and financial planning; (ii) delivery systems and capacity building; (iii) asset creation; and (iv) monitoring and experience sharing.

Physical and Financial Planning

10.
In order to deliver on the guarantee, it is imperative that at the field level there is an understanding of the supply and demand patterns of labour.  Needless to say, the supply of labour is region specific and is a function of the seasonal pattern, seasonal conditions, the ruling market wage and the general outlook of the economy.  Some of these are obviously more variable than others.  We learn from the Maharashtra experience, for example, that in times of distress it is the women who seek the protection of the employment guarantee while the men-folk move on to neighboring villages or districts in pursuit of wage rates which are higher than the wage rates under the employment guarantee scheme.  It is lessons of experience such as this that we need to factor into in planning for the implementation of the EGS.  From the supply side it is necessary to have a shelf of schemes with all the necessary physical and financial estimates done so that they are ready for grounding at short notice.  Failure to be ready will entail not only waste and inefficiency but also payment of unemployment allowance. Minimizing the amount of unemployment allowance paid should, in fact, be one of the yardsticks for measuring the efficiency of implementation.  Perhaps this workshop will spend some time thinking about the monitoring indicators and criteria for judging the success of the EGS.

11.
Streamlining financial systems and procedures will be another complex task.  There should be enough funds at the field level for payment of wages in the context of an uncertain estimate of how many people will in fact be seeking the guaranteed employment.  This means that the flow of funds from the state to district to the village level should be smooth.  An important question in this context is should funds be channeled through the existing systems or is there need to design alternate systems?  How can this be done without eroding fiduciary accountability?  Non-availability of funds at the required time can seriously impair the effectiveness of the Scheme.  We should avoid such a contingency.

Delivery Systems and Capacity Building

12.
Let me now turn to some thoughts on delivery systems and capacity building. Gram Sabhas and Panchayat Raj institutions have been given a pivotal responsibility under the Act. The village, intermediate and district panchayats are designated principal authorities for planning and implementation of the EGS.  The Gram Panchayats, GPs for short, are responsible for the identification of schemes acting upon the recommendations of the Gram Sabha, for vetting and costing them and for having them approved by the programme officer. Gram Panchayats also have to register eligible adults of every household in their jurisdiction and issue registration cards to each of them.  Gram Panchayats are also responsible for monitoring and social audit.  

13. Criticism for the role assigned to the Gram Panchayats in the implementation of the EGS has come from two sides.  From one side it has been argued that the Gram Panchayats have been given a very limited role in the EGS and have been subordinated to the programme officer. It is contended that the programme officer, being an official of the state government not owing any allegiance to the panchayat, can undermine the autonomy and accountability of the panchayats and thereby the implementation of the EGS. The arguments in favour of giving a larger role to the panchayats are the standard ones: greater accountability, better appreciation of local needs and lower transaction costs.  From the other side, there has been criticism that panchayats have been made the main delivery system for the EGS uniformly across the country ignoring the reality that the Panchayat Raj system has not evolved to the same degree of experience, capacity and awareness across the country.  In some states and in parts of some states, GPs have come into their own exercising autonomy and managing finances responsibly and rendering accountability with a sense of integrity.  On the other hand, there are states and pockets of states where GPs have been captured by powerful elites to the detriment of democratic decentralization.  Given this reality, should we have a uniform pattern of delivery of EGS by the GPs across the country or should we settle for asymmetric decentralization whereby the role to be performed by the GPs depends on their proven capacity and demonstrated track record? I am aware this is a sensitive and contentious issue but one that needs to be debated transparently. I hope this workshop will give some thought to this.  My own personal view is that Panchayati Raj institutions constitute the most effective vehicle for the implementation of the Employment Guarantee Scheme and we need to make all efforts to strengthen them.  We should explore alternatives only if GPs fail in their performance.

14. No matter whether the EGS is delivered through the GP or through some other mechanism, its implementation demands a significant amount of record keeping and documentation. For example, documentation is necessary for identification and registration of eligible beneficiaries, the number of days of employment delivered to each household, the list of persons to whom unemployment allowance, if any, has been paid and the quantum thereof, the man-days of work invested in each project, etc. Similarly capacity is required at the GP level for identifying projects, preparing the cost and labour demand estimates and in measuring physical outturns.

15.
The need for training in a variety of skills, techniques and management practices is quite obvious.  What are the areas in which training will be required?  How can it be best delivered? How can the lessons of experience in one district or state be documented and disseminated widely?  These are some questions which I hope will engage your attention as you go into detailed discussions over these two days.

16.
There is the question of accountability both for efficiency in the utilization of funds as well as fiduciary integrity.  There are some inbuilt safeguards in the EGS such as the requirement that all wages in cash or unemployment allowance shall be made directly to the person concerned in the presence of independent persons of the community on pre-announced dates.  There is also a requirement for monitoring by state and district level agencies as well as by NGOs.  Even as these are improvements over many of our existing practices, they are by no means foolproof.  There is no substitute for continued vigilance and threat of serious penalty in case of corruption, waste or leakage.  Technology in general and e-governance practices in particular may help us in this regard. This is another area where we need to do innovative thinking.  

Asset Creation

17.
Let me now move on to issues under the broad area of asset creation. Schedule 1 (clause 1) of the Act says:  ( I quote) “Creation of durable assets and strengthening the livelihood resource base of the rural poor shall be an important objective of the scheme. “ (unquote) Clause 2 of the schedule also indicates nine focus areas of the scheme in order of priority.  The list of focus areas includes water conservation and water harvesting, drought proofing, flood control and road connectivity.  

18.
Drawing from the Maharashtra experience, some commentators have suggested that emphasis on asset creation might compromise the guarantee dimension of the scheme.  This is so because of the unpredictability of the demand for EGS work with respect to location, timing, number of workers and duration of their seeking the employment guarantee.  The tension between employment guarantee and asset creation is a valid concern and needs to be acknowledged.  The statutory obligation to guarantee employment should get priority over asset creation.  Nevertheless the huge outlay on the scheme, which could potentially go up to as much as one per cent of GDP, cannot be justified unless there are assets to show for it. De-emphasis of asset creation can also encourage corruption.  In fact, we should use the opportunity provided by the new Scheme to improve rural infrastructure which is imperative for accelerating growth.

19.
While on the subject of asset creation, it is also necessary to pay attention to maintaining the assets created under the EGS because every rupee spent on maintenance has a higher benefit-cost ratio than a rupee spent on investment.   Should EGS funds not be used for maintenance of assets created under the EGS or indeed under any other scheme?

Monitoring and Experience Sharing

20.
Finally, let me turn to monitoring the implementation of the EGS.  The importance of monitoring hardly bears any reiteration.  India is a vast and complex country which in many ways is an advantage.  It offers scope for a diversity of experiences and practices.  We should capitalize on this, by initiating right at the beginning of implementing the EGS, a monitoring system which will be a repository of the experiences and best practices across the country so that these can then be disseminated to all others.  I also want to add that we have to do a lot of “learning by doing”.  It is not as if every detail of EGS has been thought through and every question resolved.  Implementation will throw up hundreds of issues for which we need to find answers efficiently and flexibly.  The EGS is not meant to be and should not be converted into a top driven programme where every minute detail is predetermined in a straitjacketed fashion. Indeed I believe there will be a lot of lessons thrown up from the bottom.  We will have to keep our eyes and ears and importantly our minds open, reflect on these experiences, respond flexibly to the operational challenges and refine the implementation of the EGS as we move on.  

Conclusion

21.
Despite several weaknesses, our administration has proved that it can deliver on the most exacting tasks under challenging circumstances.  Our administration conducts elections and carries out census in the remotest parts of the country in inhospitable terrain and unfriendly climate.  Our administration delivers relief and rehabilitation in times of natural disasters such as floods, droughts or earth quakes with commendable efficiency.  Indeed, the way we responded to the task of tsunami relief where other affected countries have fallen short is a tribute to the talent and capacity in our administration.  Woefully the same administration fails us in the routine tasks of day-to-day implementation of development programmes. This certainly is not for want of capacity but because of system shortcomings.  The task for the Administrative Reforms Commission is to see how the enormous talent and capacity available in our administration can be constructively deployed for the collective good of the nation.  Managing the EGS is a challenge set in that context.

22.
The tasks that lies ahead in implementing the Employment Guarantee Act are enormous.  Effective implementation requires (a) demand based budgeting, (2) advanced planning to offer work on demand, and (3) inter-sectoral planning of projects.  There is also need for a clear definition of the roles and responsibilities of the various agencies involved in the process of implementation. I am confident that you will come up with imaginative solutions to the many tasks ahead in operationalizing the EGS. I wish your deliberations a success.
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