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Preface

The eradication of poverty has been a major objective of planned development in India. In rural India,
poverty has been addressed through a three-pronged strategy: (i) emphasis on accelerated economic growth,
which has strong poverty reducing effects, (ii) the provision of basic minimum services, especialy in the field
of education and health in order to make people more employable, and (iii) direct state intervention with
targeted programmes of poverty dleviation. However, it has become apparent that inadequacy of
infrastructure is a mgjor constraint on growth and that growth per se may not lead to areduction in poverty.

In this context, the issue of employment assumes crucial importance, as there is an increasing need
to ensure the creation of productive employment in the growth processitself. Employment opportunities need
to be created in sectors and sub-sectors which are more labour intensive, thereby enhancing productivity and
wages of those already employed so as to enable them to cross the poverty line. This acknowledgement of
the employment dimension of growth, has led to an increased focus on public works programmes in an
attempt to create wage employment for the rural poor and under-employed in order to supplement their
incomes. Moreover these programmes enable the creation of rural infrastructure such as roads, and social
infrastructure such as school buildings and health centres.

The purpose of the present paper is to assess the role of such public works and other labour-based
infrastructural programmes in poverty aleviation in rural India. In doing so, the paper attempts to identify
and analyse the relative merits in terms of poverty alleviation of public works type programmes on the one
hand, and of rural infrastructure development on the other hand. In the first section the paper considers
poverty trends in India, followed by two sections on the impact of public works programmes and rural
infrastructural development programmes. In the last section the paper attempts to put the two approachesin
the context of an appropriate strategy for poverty dleviaion. A few points emerging from this conclusion
might be worth mentioning:

1 Both rural works programmes and labour-based infrastructure projects are required for poverty
reduction at India s present level of development. The former addresses concerns of ‘ current poverty’
through the provision of employment for those seeking work on public works, also leading to the
creation of community assets and rural infrastructure. The latter supports the creation of ‘ productive
employment’ in the growth process.

2. In order to improve the efficacy of India's rural works programmes and labour-based infrastructure
projects, two policy interventions are required, both of which are interrelated. Firstly, to ensure
greater participation of beneficiaries in the planning, implementation and monitoring of the
programmes. Secondly, the preparation of a holistic, integrated development plan at the district and
sub-district levels based on the resources available from various sectoral programmes/departments
and on the needs of the people.

3. Such a participatory development process based on integrated development plans should go a long
way in articulating the needs of the people with a greater emphasis on providing employment to the
poor and unemployed and greater investments in the development of loca infrastructure, both
physical and social.

Rizwanul Idam
Director
26 July 2002 Recovery and Reconstruction Department



The Contribution of Public Worksand Other Labour-Based Infrastructure
to Poverty Alleviation : Thelndian Experience

Rohini Nayyar*
Section 1
Introduction

Eradication of poverty has been a mgjor objective of planned development in India. A three-
pronged strategy has been adopted in order to tackle the problem of persistent poverty, especidly
in rural areas. Fird, is accelerated economic growth, which has strong poverty reducing effects.
Second, the provison of Basc Minimum Services, especidly in the fiedld of education and hedth in
order to make people more employable. Third, direct State intervention through targeted programmes
of poverty dleviaion. (Here it may be worthwhile to point out that while the incidence of poverty
is around 30 per cent, the rate of unemployment is only 3 per cent, inclusive of underemployment
of about 7 per cent.) The explanation for this is smple, most people are employed but at very low
levels of wages and productivity, with insufficient incomes for subsstence.

In the Indian context, it is now recognized that inadequacy of infrastructure has become a
magor condrant on growth. This includes power, transport and telecommunications. Further, in rura
areas there is need for invesment in irrigation along with grester invesmert in rural roads and rural
eectrification. Public invetment in these sectors has been inadequate and private investment,
induding foreign invesment, has not supplemented the lack of public investment as was expected
in the wake of economic reforms.

Further, there is a need to ensure the creation of productive employment in the growth
process itdf. However, growth per se may not lead to a reduction in poverty. Employment
opportunities need to be created in sectors and sub-sectors which are more employment intensive;
the adoption of appropriate technology which is labour intensive and the focus has to be on regions
characterized by higher rates of unemployment and under-employment which have thus far been
lagging behind. The backlog of under-employment coupled with the additions to the labour force is
meking the process of generation of productive employment limited. Even if the work opportunities
are adequate the quaity of employment, in terms of incomes received, is poor. Therefore, in addition
to creating new jobs it is necessary to enhance productivity and wages of those already employed
S0 as to enable them to cross the poverty line.

In this scenario, there has been an increased focus on public works programmes in an atempt
to create supplementary wage employment for the rura poor and under-employed in order to
supplement their incomes, especidly in lean agriculturd seasons. While the primary objective is the
creation of supplementary wage employment, the secondary objective is the creation of rurd
infragtructure by taking up projects like soil conservation, water conservation, social forestry, smdl
irrigetion tanks and ponds, rurd roads, and socid infrastructure such as school buildings, health
centres, etc.

The views expressed are those of the author and do not reflect the organization she works for.
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This paper is confined to the role of public works and other labour-based infrastructural
programmes in poverty dleviaion in rurd India An attempt is made to analyse the role of public
works type programmes in poverty dleviation on the one hand, and that of rurd infrastructure
development on the other, in order to identify the relaive merits of these two gpproaches in the
context of poverty dleviaion on asugtainable bassin rurd India

The gtructure of the paper is as fallows In Section 2 trends in poverty are presented. The
impact on public works programmes on poverty is discussed in Section 3. Section 4 deals with rural
infragtructurd development type programmes. Fndly, in Section 5, an attempt is made to put these
two approaches in the context of an appropriate strategy for poverty aleviation.

Section 2
Trendsin Rural Poverty

There is a consensus that over the decades of the 1970s and 1980s there was a considerable
decline in poverty, especidly rural poverty, as messured by the head count ratio. Table 1 below gives
the trends in poverty, both rurd and urban at the All-Indialevel over the last two decades.

Table 1. Percentage of Population Below Poverty Line: All-India

Rural Urban Combined
1973-74 56.44 49.01 54.88
1983 45.65 40.79 44.48
1987-88 39.09 38.20 38.86
1993-94 37.27 32.36 35.97
1999-2000 27.09 23.62 26.10

Source : Government of India, Planning Commission.

Rurd poverty declined from an estimated 56.44 per cent in 1973-74 to 45.65 per cent in 1983
and further to 39.09 in 1987-88 as per the officia estimates made by the Planning Commission. In
1993-94, the incidence of rurd poverty was 37.27 per cent (GOl Planning Commission 1997 and
2001). These estimates are based on the consumer expenditure data as obtained from the
quinquennia rounds of the NSSO. Alterndive estimates made by individua scholars are smilar
(Tendulkar 1998, Datt 1999).

In the 1990s data on consumer expenditure were collected annually by the NSSO, but these
were based on thin sample surveys. Poverty estimates based on these suggested that, in the 1990s,
rurd poverty remained largey unchanged, though there were annud fluctuations.  While no officia
esimates of poverty are available based on the thin samples, saverd individua researchers have
made these cdculations and ther estimates correspond closely (Tendulkar 1998, Datt 1999, Gupta
2000).

However, recently the results of the large sample survey on consumer expenditure for 1999-
2000 were released by the NSSO. Poverty estimates based on these, show a significant decline with
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rurd poverty etimated at only 27.1 per cent. This has led to consderable debate anong scholars.
Some argue that the dedline is a real one consequent on the impact of economic reforms, while others
contend that the other correlates of poverty suggest that such a dedline is highly improbable over a
5-6 year period. In the first ingtance, it must be recognised that the estimates for 1993-94 and 1999-
2000 are not comparable due to changes in the methodology of data collection. In the case of food
items, data were collected usng both a 30-day and a 7-day reference period from the same
household, while earlier it was a 30-day recdl period. Further, in the case of some non-food items
like dothing, footwear, medicd expenditure and durable goods, a 365-day recall period was used
(GOI Planning Commission 2000, Sen 2000).

While the focus of this paper is on the impact of gpecfic interventions through their
employment-cregtion effects on poverty dleviation, a the risk of digresson, it may be worthwhile
to examine briefly some of the other correlates of poverty in order to see if they corroborate a decline
in poverty.

Economic growth is a necessary but not a sufficient condition for poverty reduction. It is the
pattern of growth and its distribution anong different segments of the population which impacts on
poverty. In the late 1970s and 1980s the growth in GDP was modest, while poverty reduction was
high. However, agricultura growth was high in sdected areas, consequent to the Green Revolution,
and this was poverty reducing because it was characterised by high employment eagticity and high
labour productivity. Evidence suggests that in the 1980s, agricultura production increased by 3.94
per cent per annum, whereas in the 1990s it was duggish and increased by only 1.94 per cent.
(Bhdla, G.S. 2002). In the Indian context, there is a consensus that agriculturad growth holds the key
to poverty dlevigtion. However, a word of caution. If initid inequalities are large, the ‘trickle
down” may not happen. The domination of large landowners in the labour market may keep wages
depressed leading to alarge number of ‘hardcore poor’ (Gaihaand Imai, 2000).

Increase in real wages of agricultura workers aso reduces absolute poverty. During the
1980s the annud rate of increase in real wages was 4.68 per cent, while in the 1990s it was only 2.04
per cent (GOI Planning Commission, 2001). At the same time, wholesde price index for foodgrains
increased more rapidly than for dl commodities taken together, which means that the price of
foodgrains grew faster than the price of non-food items, and, given that the poor spend a much larger
proportion on foodgrains, this too would have affected them adversdly.

In sum, though poverty may have declined between 1993-94 and 1999-2000, it could not
have been as dramatic as the estimates for 1999-2000 suggest.

If one looks at the regiond dimengon of poverty, there is a concentration of the poor in 6 of
the 15 mgor states, namdy, Assam, Bihar, Madhya Pradesh, Orissa, Uttar Pradesh and West Bengd,
both in 1993-94 and 1999-2000. These data are presented in Table 2.



Table 2. Rural Poverty Ratio: Statewise

State 1973-| 1977-78] 1983] 1987-88| 1993-94|  1999-2000
74

1 Andhra Pradesh 48.41 38.11 26.53 20.92 15.92 11.05
2 Assam 52.67 590.82 42.60 39.35 45.01 40.04
3 Bihar 62.99 63.25 64.37 52.63 58.21 44.30
4 Gujarat 46.35 41.76 20.80 28.67 22.18 13.17
5 Haryana 34.23 27.73 20.56 16.22 28.02 8.27
6 Karnataka 55.14 48.18 36.33 32.82 29.88 17.38
7 Keada 59.19 51.48 39.03 29.10 25.76 9.38
8 Madhya Pradesh 62.66 62.52 48.90 41.92 40.64 37.06
9 Maharashtra 57.71 63.97 45.23 10.73 37.30 23.72
10 | Orissa 67.28 72.38 67.53 57.64 49.72 48.01
11 | Punjab 28.21 16.37 13.20 12.60 11.95 10.05
12 | Raasthan 44.76 35.89 33.50 33.21 26.46 13.74
13 | Tamil Nadu 57.43 57.68 53.99 45.80 32.48 20.55
14 | Uttar Pradesh 56.53 47.60 46.45 41.10 42.28 37.22
15 | West Bengd 73.10 68.34 63.05 48.30 40.80 37.85

All India 56.44 53.07 45.65 39.09 37.27 27.09

Source : Government of India, Planning Commission, Perspective Planning Division.

Surprisngly over the six-year span rural poverty declined in all states without exception,
though in Orissa this dedine was minimd. Again the States which have persstent poverty are dso
those where there was a dow growth in agriculturd production. In fact, Orissa had a negétive rate
of growth. But in Bihar, U.P., M.P. and Assam the rate of growth in agricultural output does not
explain the decline in poverty between 1993-94 and 1999-2000. These States also have poor social
indicators with low leves of achievement in the decade of the nineties. Most States are facing a
fiscd cridgs with little investment in developmenta programmes. This too corroborates that the
decline in poverty between 1993-94 and 1999-2000 cannot be real. Hence, it is necessary to bear in
mind that the dedine in rura poverty could not have been as large as the estimates suggest. A
further disaggregation by NSSO regions brings out the inter-State differences in rura poverty, which
is very marked in some States (Datta and Sharma 2000). On the whole, there appears to be a
concentration of rura poverty in two broad geographical areas, namely, the Eastern region consisting
of Assam, Bihar, Orissa, West Bengd and Eastern U.P., and the centrd largdly triba belt, covering
large parts of Madhya Pradesh, Maharashira, North Karnataka and South and Central Uttar Pradesh.
These two regions are characterised by completely different natura resource endowments and would
require somewhat different Srategies for poverty dleviation. We shdl return to this later.



Section 3
Impact of Public Works Programmes

In India, specific anti-poverty programmes, especialy rural works programmes, have been
in operation since the 1960s, but ther scade has been enhanced since 1980, with considerable
increase in the funding of these programmes. This was required despite the decline in poverty,
because the number of poor remained large? Wage-employment programmes provide relief to the
unemployed/under-employed rurd poor in lean seasons and, by intervening in the labour market,
smoothen seasona fluctuations in employment and incomes®  An important feature of wage-
employment programmes like the Jawahar Rozgar Yojana (JRY) and the Employment Assurance
Scheme (EAS) is thar ‘sdf-targeting’ nature. The work requirement associated with these is
supposed to function as a screening device. It is expected that only the poorest, who do not have any
other opportunities open to them, will participate in these programmes, as payment of wages is
contingent on fulfilling the work requirement. A demand for unskilled labour is crested via these
programmes as skill accumulation tends to be low among the poorest classes. It is dtipulated that dl
projects undertaken under these schemes will use labour and capitd in the ratio 60:40 (i.e. the ratio
between wage and non-wage cost of projects). Thisisto ensure that these projects have a high labour
content and hence high employment potentid.

The benefits accruing to the poor from these programmes are classified into transfer benefits,
both direct and indirect, and stabilization benefits (Gaiha, 1997a). Direct trandfer benefits relate to
the short run income gains to the poor from being employed, whereas indirect benefits relate to the
benefits accruing to the village community in terms of the infrastructure and/or other community
development projects undertaken as part of the programmes. As for stabilization benefits, the wage
incomes earned through the JRY or EAS provide a stream of income during the lean season and
thereby prevent the distress sdlling of assets by the rural poor. In this sense these schemes have a
sabilization effect on the income streams of the poorest classes.

Further, they aso lead to the creation of some durable assets. These include, socid forestry,
minor irrigation works, soil conservation, wels, tanks and ponds, rura roads, school buildings,
anganwadis, community hdls etc. Let us briefly examine the impact of public works programmes
on the poor.

The JRY was launched by the Central Government in April 1989, by merging the erstwhile
rurd wage employment programmes.  The main objective of the programme was the generation of
additional gainful employment for the unemployed and underemployed rurd poor through the
creation of rura economic infrastructure and community assets. It was largely implemented through
the elected loca bodies a the village leve, cdled the ‘gram panchayats. However, as each village
had to be covered, it resulted in a thin spread of resources, and the employment effects were meagre.

The JRY has been restructured and renamed. It is no longer a wage-employment programme

2 The number of rural poor were around 250 million between 1973-74 and 1993-94.

% For an excellent and succinct discussion on public works programmesin the context of poverty alleviation see
Lipton M. Successesin Anti-Poverty, ILO, Geneva 1998.
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but a rurd infrastructure devdopment programme. Under the Jawahar Gram Samridhi Yojana
(JGSY), as it is now called, each gram panchayat has the responsibility of preparing an annua action
plan for taking up works, according to the fdt needs of the people. The dipulation of 60 per cent
for wages and 40 per cent for materia is no longer operative. However, the types of works that
would be taken up at the village level would inevitably be labour-intensive,

Another wage-employment programme, the Employment Assurance Scheme (EAS) was
launched in 1993-94 in 1772 identified backward blocks stuated in drought-prone, desert, tribal and
hill areas. The primary objective of this programme was aso creation of additiond wage-
employment in lean seasons. The secondary objective was creation of durable assets, both economic
and socid. In fact, under this it was stipulated that 40 per cent of the expenditure would be on
watershed related activities, 20 per cent on minor irrigation, 20 per cent on rurd roads and 20 per
cent on the congtruction of school buildings and anganwadis. However, the EAS was progressively
extended and findly universdised, again resulting in a thin spread of resources. The scheme was
demand-driven with the objective that whenever there was demand for work, projects could be
initited. However, instead of the poorer areas demanding more resources, the better-off States were
able to corner the lion's share, as they were more efficent in starting new works and then attracting
[abour, rather than waiting for people to register themselves for work.

From April 1999 the scheme has been redtructured. It is a single wage-employment
programme and is no longer demand driven. Fixed annua outlays are made for each State; these are
based on the incidence of poverty, with the poorer states getting relaively more funds. From the
States to the didtricts, dlocations are based on an index of backwardness, which gives 50 per cent
weight to the inverse of agricultura productivity and 50 per cent to the proportion of scheduled
castes and scheduled tribes in the population. This does ensure that fund flow has a bearing on the
extent of poverty though the quantum of funds is inadequate in didricts that suffer from acute
persgent poverty. Seventy per cent of the funds dlocated for each didrict are further distributed
among the blocks, with 30 per cent being retained at the didtrict level to be used in areas suffering
from endemic labour exodus/area of distress.

The EAS was moddled on the lines of the Employment Guarantee Scheme of Maharashtra
(EGS). The EGS is the most well conceived rurad works programme, introduced in Maharashtra in
1972-73 when the State was facing an acute drought. It was given a statutory status in 1979. Two-
thirds of Maharashtra is semi-arid and drought-prone with rura poverty as high as 50 per cent. In
contrast, the coastal area, near Mumbal, has an incidence of poverty of only 15 per cent while the
inland area bordering the coastal area of 25 per cent (Datta and Sharma 2000). The EGS Act
provides that any adult person in rural Maharashtra has a right to work as unskilled manud labour,
provided they get themselves registered at the local level as persons seeking work. Thereafter, work
had to be provided within 15 days of it being demanded. The funds for this scheme are raised from
additiona taxes, primarily from a professond tax. The permissble works are those that help in the
deveopment of rurd, especidly agriculturd, infrastructure; these incdude minor irrigation works,
il conservation, afforestation, desilting of tanks, sone cutting and roads. Wages are paid piece-
rate, and while initialy they were lower than market wages, in 1985 a Minimum Wage Act was
passed to regulate wages. However, four zones were created with differentia wages (Acharya 1990).



Impact of Wage-Employment Programmes

a) Targeting:

Wage-employment programmes are sdf-targeting in nature which is consdered a mgor
strength of these programmes. However, a number of studies report widespread mis-targeting where
the benefits meant for the poor fal to reach them dtogether. This is a serious problem even in
Kerda, which is a highly developed State, as studies report widespread incluson of ineigible
beneficiaries in the anti-poverty programmes in the State (Kannan, 1995). In particular, two aspects
of mistageting have been edimated empiricdly. One refers to E-errors, which measure the
proportion of non-poor among the total number participating in the programme. The second, F-
errors, measure the proportion of poor population in the programme area excluded from programme
benefits. The sum of the E- and F- errors give an aggregate measure of accuracy of targeting of the
programmes. The greater the vaue of (E+F) the lower is the overdl accuracy. Studies by Gaiha et
d. (2001) reved substantid E- and F- errors in the case of the wage employment programmes. Mis-
targeting tends to occur via the level of wages offered under the JRY and EAS. Where these wages
are higher than the prevailing market wage rate in the village, there is incentive for the non-poor to
participate in the programmes.

The notion of a poverty line in India is based on adequacy of caorie intakes for subsistence.
However, even those above the poverty line could do with some extra money for meeting other basic
requirements like clothing, hedth care, expenses on rdigions, culturd functions, marriages, ec.
Therefore, persons from ‘above poverty ling families could aso seek work on public works
programmes especidly in lean seasons. In so far as minimum wages are paid to them for doing hard
physica work, in our opinion these people are needy and hence to some extent the mis-targeting may
be justified.

b) Scale and Coverage:

The outlays for JRY and EAS increased rapidly from the early to the mid 90s as shown in
Table 3. However, thereafter, there was an apparent decline, which is redly illusory. This is
atributable to the fact that from 1995-96, two specid schemes of the erswhile JRY, namely, the
Indira Awas Yojana (Rurd Houdng) and the Million Wells Schemes, were delinked and made into
independent schemes. With the excluson of these two schemes, the outlays were perhaps constant.
However, in the year 2000-01, there is a sharp dedine in the outlay as a conscious decision was made
to dlocate more for watershed deveopment while keeping the overdl outlay for the rurd
deveopment sector more or less constant. It may be noted that in terms of man days of employment
generated, there is a Sgnificant decline over the period 1996-97 to 2000-01. Part of the explanation
lies in the fact that from 1999-2000, JRY became a rurd infrestructure development programme
without the dipulation that 60 per cent be spent on wages and 40 per cent on maerias. This
obvioudy had a noticeable impact on the extent of employment generated in 1999-2000. With the
earlier dipulation of 60:40 for labour materid component on these works, it was felt that there was
wide scde fudging of mugter rolls and of measurement books in order to meet these mandatory
conditions. Clearly the relaxation of the dipulation may have reduced the fudging of muster rolls as
there was no pressure on mesting targets cons stent with the stipulated wage materia norm.



Table3: Financial & Physical Performance under Wage Employment Programme

(JRY & EAY9
Allocation Employment generated
Rupees million million mandays
1991-92 26209 809
1992-93 31691 782
1993-94 46082 1075
1994-5 57870 1226
1995-96 69803 1242
1996-97 46607 804
1997-98 49596 868
1998-99 50822 792
1999-2000 46370 547
2000-2001 38751 Nil

Note: 1. From 1995-96, the rura housng and million wel scheme were delinked from the
erdwhile JRY and made into independent schemes and hence the allocations declined
from 1996-97.

2. $1=Rs48.2

¢) Employment and Incomes:

Severa atempts have been made to quantify the employment and income benefits, both
direct and indirect, of these programmes. The World Bank has summarised the results of ‘a benefit
incidence andyds of the dternative poverty dleviation programmes caried out by severd
researchers in the Indian context. These studies show that wage employment programmes are by far
the mogt effective in reaching the poor (World Bank 1998).

Direct income benefits accrue to the poor through income transfers. In a sudy of
Ahmednagar, it was found that the direct trandfer benefits to the EGS participants were high and,
given the lack of dternative employment opportunities, the income dabilization effects were aso
subgtantid. In the absence of EGS some of the poorest would have been without incomes for
aurvival. Consdering the paucity of funds, the participation was less than it would have been, given
the extent of demand for work. Yet, the programme was more honedly and effectivey implemented
and hence had a pogtive impact. In another study, it was agan observed that the EGS projects did
generate net income gans to the participants and these direct transfer benefits led to a reduction in
poverty (Gaiha et a. 2001).
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Wage-employment programmes can dso make an impact on income leves through wages.
Frdly, one mechanism operates through the effects the employment projects have on agricultura
productivity and via that on the agriculturd demand for labour. Second, to the extent that the
employment programmes contribute to a greater awareness of the potential for collective action
among rura workers, the oligopsonistic power of large landholders in wage bargaining is likey to
be weakened. This puts further upward pressure on agricultura wages. The additiona employment
opportunities created during the agricultura lean season, via these programmes, prevent the market
wage rate from fdling below a certain minimum level and hep to reduce out-migration to the urban
areas. For ingtance, Parthasarathy (1995) points out that employment programmes led to upward
pressures on the mnimum wages in rurd Andhra Pradesh. In effect, by providing an dterndive,
these programmes lead to a uniform wage rate rather than a segmented labour market in a single
locdlity, as suggested by the experience of West Bengd (Dasgupta, 1995). An evaluation of the
Employment Guarantee Scheme (EGS) in Maharastra by Gaiha (1997) reveds that the short-term
impact of EGS on agriculturd wages is smdl while the long-term effect is relatively large.* Shama
(1995) cites evidence from Bihar to show that the JRY influenced the rura labour market and led
to upward pressures on the agriculturd wage rate. In a more recent survey of 36 villages in Bihar,
it has been shown that where the presence of Government programmes was larger the market wage-
rates were higher than in the other digtricts. A cross-section regresson anayss reveds that the
percentage of beneficiaries covered has a Sgnificant and podtive impact on the daily average wage-
rates within the village (Sharmaet d. 2001).

The indirect bendfits of a programme like EGS, through wage-increases have aso been
observed. In astudy for the period 1979-89, it was found that participation under EGS dropped from
17.7 per cent t0 9.4 per cent. Thisdrop took place between 1986-87 and 1989-90. 1n 1986-87, 186.7
million person days of employment had been generated while in 1989-90 it was only 78 million
person days. This was largely attributable to the wage increase that took place in 1988 (Gaiha and
Ima 2000). This has been attributed to rationing, which was inevitable as wages increased without
a matching increase in the outlays for EGS. While Ravallion et a. (1993) showed that about 86 per
cent of reduction in EGS attendance was due to rationing, Gaiha (1997) attributes 50 per cent of the
reduction to rationing. Further, it is likey that the reduction in attendance was due to an expansion
in farm and non-farm activities. Clearly, the impact of this reduction in employment would have
adversdly affected the poor as many of them would have been excluded from EGS work
opportunities.  However, it is difficult to estimate the aggregate wefare measure of the poor
consequent on the reduction in employment consequent on arise in wages. It could be argued that
fewer persons would have been able to get employment on EGS works, given the same quantity of
funds. However, it must be remembered that the EGS programme guaranteed employment to those
who had registered for work and were willing to do manud jobs. Hence it could be presumed that
more people were not looking for employment on EGS works as there is no case reported of people
seeking work and not getting it with compensation having to be paid to them.

Both under JRY and EAS the employment generated per person has been too inadequate to
bring about any meaningful increase in the eanings of the beneficiaries As per the concurrent
evauation carried out by independent researcher agencies, 11 days of employment was generated
per person in 1993-94 (MORD, 1996). Agan in arecent evauation of the EAS, it is estimated that
on an average 31 days of employment had been generated on EAS works and an annua 25 per cent
of those who registered themsdlves in work got employed (GOI PEO 2000). In a quick evauation
study of JRY it has dso been pointed out that on an average only 16.67 man days of employment
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were generated per beneficiary over a three-month period (ISDM 2000). This certainly brings out
the inadequacy of the programme to create direct employment even in lean seasons. Of course, the
study shows that while in Orissa, 52 days of employment were generated, in Madhya Pradesh, it was
as low as 3 days. This suggests that in some areas the programme is able to meet the minimum
requirements in lean seasons, while in others there is need to upscale the programme. However, it
should be noted that 75 per cent of the beneficiaries derived income benefits, 22 per cent were able
to save more, while the others were able to spend more on hedth, safe drinking water, and nutrition.
Hence, the employment was viewed as having a pogtive impact on the qudity of life of the poor.

While wage employment programmes do generate employment in lean seasons and have aso
pushed up market wages, it is important to note that the projects taken up under these programmes
have tended to bendfit the land owners more, especialy, the larger ones. This point is brought out
succinctly in a survey of EGS carried out in 1977 (GOI PEO 1980) which revealed that projects like
percolation tanks and rurd roads, which have subgtantid output enhancing effects, favoured the land-
owning class. The location of the asset was important in this case. For instance, a percolation tank
if dtuated in an dfluent area would have a different impact than one sSituated in an area for the
benefit of amdl and margind famers. However a shift in the guiddines away from community
assets to individud assets under the Jawahar wdls and horticulturd components of the EGS has
meant greater public invesments on private lands. Ye, it cannot be gainsaid that projects taken up
under wage-employment programmes should be closely linked up with creation of agriculturd
infrastructure which holds the key to poverty dleviation through its positive employment and income
effects.

It is widdy accepted that agricultura growth is one of the mgor factors contributing to
poverty dlevigtion (Dev 2000, Ravdlion 2000, Gaha and Ima 2000). The case of Punjab
underscores the importance of agricultura growth for poverty aleviation (Shergill and Singh 1995).
The authors find that the proportion and absolute number of poor declined at a steady rate both
during the initid and mgor phase of the green revolution technology. Hence they assigned an
important role to agriculturd growth in diminating rural poverty. This has been further stressed in
a study of Haryana (Bhdla 1995). However, in this study the alocations for public works were
margind to the process of agriculturd growth. These programmes generated demand for unskilled
workers for which they were not too many takers in the prosperous state, particularly, as the market
rate was higher in many case than the wages offered under the programme.

In practice poverty dleviaion and agricultura development are viewed as different issues.
For indance, a case study of the performance of the Poverty Alleviation Programmes in Karnataka
reveas there was no coordination between the irrigation and other rurd development activities which
led to the misuse and even wastage of vaduable resources (Vyasulu, 1995). Vohra (1996) aso stresses
this point. According to Vohra, the most important reason for rural poverty is the sub-optima use
of our naturd resources of land and water. As such he advocates that programmes like the JRY and
EAS should be merged into one scheme for ‘soil and water conservaion’ and be run by a sngle
department. This would aso save wasteful expenditure currently incurred in the absence of inter-
departmenta co-ordination. Hirway has aso drawn attention to the need for concentrating on works,
which lead to better management of naturd resources, especialy works which can assist in drought
proofing so as to reduce short-term drought relief works (Hirway 2001). The need for a better
coordination between programmes of agricultural development and poverty dleviation have been
et out and reiterated by Prof. C.H. Hanumantha Rao. According to him there has been a complete
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dichotomy between the two, the former being concerned with increesing yidds of individud farmers
without any assessment of local needs and the latter much less concerned with increasing
productivity and employment on a sustainable basis (Rao 1992, Rao 1994, Rao 1998).

Section 4
Rural Development Type Programmes

In a study of rura poverty in India, Fan e al. have examined the role of government
expenditures on poverty, in an atempt to identify certain ‘endogenous variables that may impact
on poverty (Fan et a.1999). Using State-level data for 1970-1993, for India, the study shows that
additiona invesment in roads is the most poverty reducing, followed by agricultura research and
extenson. Both these factors operate through increases in agricultural productivity. Education is
the third most important factor; it is poverty reducing as it creates grester non-farm employment
opportunities and thereby induces wage-increases. According to Fan et al. additiona invesments
in irrigation lead to agricultura growth, but have less impact on poverty. Expenditure on poverty
dleviation programmes is poverty reducing but its impact is less than that of expenditure on roads,
agricultural research and education. Surprisingly, the study found that expenditures on soil and
water consarvation, and on hedth, had minimd impact on poverty. Similar exercises done by other
researchers have produced different outcomes. K.N. Ninan has shown that there exists a strong
negative correation between agriculturd growth and rura poverty, and aso that infrastructure
development index is also negatively associated with inter-states differences in rura poverty (Ninan
1996). A. Sen found that aggregate state expenditures had a sgnificant impact on poverty, but the
same could not be established by regressng on individud items of government expenditure (Sen
1996). In contragt, Datt and Ravdlion did not find any significant correlation between aggregate
state expenditures and rural poverty reduction (Datt and Ravdlion 1988). Of course, they both show
that higher agricultural growth is poverty reducing.

In our opinion, a regression analysis based on aggregate data, does not provide satisfactory
answer's to the question of what kind of government spending would be poverty-reducing. The issue
has to be addressed with respect to spedific Srategies that are feasble and possible in different
regions of the country. Let us elaborate. Broadly spesking, agricultura growth ill holds the key
to poverty reduction in the Indian context. There is consderable scope for increasing agricultural
productivity through grester invesments in irrigation and aso through access to gppropriate
technologies, better land and water management practices and infrastructural support. It is well
documented that in the 1970s and 1980s, the Green Revolution technology on irrigated lands resulted
in higher productivity. This helped reduce poverty through induced wage-effects, consegquent on
increased demand for labour due to multiple cropping, as well as direct increases in saf employment
and productivity on own-farms. Hence, grester investment in irrigation should receive top priority.
While evidence suggests that public capital investment in agriculture declined significantly from Rs.
60 hillion to Rs. 25 hillion in 1994-95, in recent years there has been an increase in private
investment especidly for minor irrigation.  The Government too has introduced new schemes to
encourage state governments to complete on-going irrigation projects, like the Accelerated Irrigation
Benefit Programme.

As we dtated at the outset, poverty is concentrated in the eastern region and in the central
triba belt. In the eastern region, ground water can easily be accessed but it requires a massive effort
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a the energisation of tubewels and pumpsets which, in turn, require rurd eectrification. In areas
of ranfed agriculture, induding the tribal bdt of Central India, watershed development has been
identified as the appropriate strategy for overal development of the region and for poverty reduction.
This is contrary to the results of the study made by Fan et d. (1999). Watershed projects require
halidgic planning from ridge to valley aong a dope. Plans for micro watersheds covering 500
hectares are prepared. All adult members of the village community participate in the planning and
implementation of these works. The guiding principle is based on the in situ conservation of water,
preventing its run-off to the bottom of the dope. In this way, varied activities can be pursued, with
development of fodder/pastureland, horticulture and social forestry on the higher dopes depending
on the nature of soil, climate, etc., and crop culture in the vdley. This ensures optimal use of water,
which is now the most scarce natura resource. The interests of the landless have to be protected
through creation of non-farm employment and/or through inditutional arrangements for equitable
sharing of naturd resources. In the states of Andhra Pradesh and Madhya Pradesh, concerted efforts
are being made for the development of degraded lands on a watershed basis. The approach is a
participatory one with the involvement of dl potential beneficiaries. Success stories abound.  Just
by way of an illugration, it has been documented in a Sudy of a village in Gujarat, that amost the
entire population was brought above the poverty line through an integrated watershed project.
Agricultura production increased from 900 kg per hectare in 1941 to 4000 kg per hectare in 1998.
There were 2 lakh trees in 1998-99 as againg 50 trees in 1991 and the village had dl the basic
infradtructurd fadilities. It is stated that 300 such triba villages across three states had smilar
success under the leadership of an NGO cdled the N.M. Sadguru Foundation (GOl Plaming
Commission 2001).

In addition to water, agriculturd growth requires import of appropriate technologies and
extensgon services for trandering research from ‘lab to land’.  Investment in research and
development is criticd, particularly in developing new drains of crops suitable for rainfed aress.
Further, providing access to land is ill important from the viewpoint of poverty reduction through
sdf-cultivation; this does not mean ownership of land but rights of cultivation through leesing of
land. In some areas it means usufructuary rights for non-timber forest produce and given to the poor,
they can take care of their subsistence.

While increase in agriculturd growth is 4ill the firsd best strategy for poverty reduction,
through greater labour absorption and higher labour productivity, the demographic pressure on land
is making it difficult for people to sustain a livelihood from agriculture. Hence, there is now a need
to shift labour out of agriculture into rural non-farm employment.

It has been argued that in the 1980s rurd non-farm employment contributed to poverty
reduction. The share of non-agricultura employment increased from 15 per cent in 1977-78 to 22
per cent in 1987-88 to 23.7 per cent in 1999-2000. And this trend was observed in almost al the
states. However, it is not clear whether the growth of non-agricultura employment in rura aress
was residua or due to postive ‘pull’ factors. It is possible to argue that increased government
expenditure both in the form of transfers and subsidies has aso enhanced development expenditure
in rurd areas, would have created demand for goods and services, other than for food, and given a
fillip to the non-agriculturd sector. It is estimated that red per capita development expenditure of
the government increased by 6 per cent annudly, while real per capita GDP increased by only 3 per
cent. In the 1990s, the GDP growth rate was high at about 5.5 per cent per annum, but the rea per
capita development expenditure remained stagnant (Sen 1996). Even though growth in the non-farm
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employment has been identified as a ‘ pro-poor’ process with direct impact on poverty, very little has
been done by way of policy intervention to promote non-farm employment, which requires a holistic
srategy of skill upgradation, training, access to credit and gppropriate technologies, and markets.

However, avaldbility of infresructurd facilities is dso an imperative pre-requiste for
development. Of prime importance is rurd connectivity, which is a means of access to information,
inputs, credits and markets, especidly for bringing margindised groups into the ambit of the
development process. In a dtate like Bihar, where there is only 27 per cent connectivity of villages
by rura roads, the process of growth would clearly bypass a large mgority. Rurd dectrification is
adso important, especidly in regions where ground water exploitation is essly possble through
energisation of tubewels for irrigation.  Findly, investment in human development is now
recognised as the pivot of growth. Access to primary education and to primary hedth care, in a
given time-frame mug be provided to make people employable by building up their capabilities and
energies.

The above andyds shows that there is no unique solution for reducing poverty. Different
strategies have to be formulated for different regions. In so far as there is a concentration of poverty
in areas characterised by low agriculturd productivity, there exists consgderable potentia for
bringing about increases in output through grester invesments in irrigation and water management
techniques. These processes are labour-intensive and hence impact favourably on the poor both
through direct employment effects as wdl as indirect employment benefits made possible by
multiple cropping. Further, greater production would lead to both increases in wage-rates and a
dedline in the relative price of foodgrains. Also, congtruction of rurd roads, which is a priority for
development, is labour-intensve and, hence, creates direct employment on construction activities,
as does indirect employment through creation of subsidiary activities in the transport and services
sectors. These observations are supported by two labour-based infrastructure projects undertaken
by the didrict authorities with the support from ILO and DANIDA. Each of these projects were
located in drought-prone didtricts of India: one in Bundwan block of Purulia district in West Bengd
(Singla and Ghosh 1989); and the other in Thally block of Dharmapuri district of Tamil Nadu (Singla
1995). Let usvery briefly andyse the salient features of these projects.

In Bundwan, the focus was on storage of water for irrigation, and on its even digribution to
dl farmers through feeder channds and lining of canads. In addition, some training-cum-production
centres were dso set up to promote non-farm activities. In the second phase, there was
divergfication into forestry, fishing, anima husbandry and wasteland development. It is estimated
that of the total outlay, 57 per cent was the wage component. The irrigation facilities that were
created provided long-term sustainable employment, as did the other sectora activities. However,
the success can be atributed to the preparation of a detailed project, which had built into it the
creation of durable assets, long-term employment and use of appropriate technologies. People's
participation was ensured through beneficiary committees, but this was possible as West Benga had
decentralised its planning process with panchayats responsible for the preparation of plans, based
on avalable resources and loca priorities. This project was thus an integrd part of the block
development plan and was supported by other sectora programmes implemented at the block levd.

In Thaly too the emphass was on minor irrigation and soil conservation, but rural roads
received equa importance. Sericulture and forestry were taken up as the primary activities; these
were viable with very high economic rates of return. It has been estimated that the proportion of
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poor households decreased from 70 percent to 53 percent between 1985-86 and 1992-93. However,
the long-term sudtainability will depend on severd factors, including maintenance of
structures/assets whether tanks, soil conservation works or roads. In so far as sericulture is
concerned the sustainability would depend on the market for glk, and in the forestry sector on active
community vigilance. In both these projects, a watershed approach was adopted, with a detailed
block leve plan for the holistic development of the area

However, while in these two projects labour-intensive works were taken up, it is dso
necessary that appropriate labour-intensve technologies are adopted, to the extent feasble. For
indance, it has been shown that adoption of labour-intensve technology for rura roads generated
2821 person days of employment per kilometre of congtruction while, in equipment-intensve
congtruction works the employment generated was inggnificant. In most cases, to ensure qudity and
cost-effectiveness adoption of intermediate technologies provides the optima solution. For instance,
one could use anima-drawn road rollers or power rollers and tractor-traillers, whenever required.
This combination of labour and equipment in a process is termed ‘labour-based’ technology (Kapila
1994). In the Indian context, there is a need for appropriate intermediate labour-based technologies,
and there is considerable scope for it in congtruction-oriented infrastructure like irrigation projects
and rura roads. Quite often there is a sudden shift from labour-intensive to mechanised processes,
which are labour displacing, and not warranted.

In so far as the infrastructure development programmes are concerned, their impact on
employment generation and poverty reduction has not redly been analysed except in few studies a
the macro leved discussed above. The two micro studies derived from fidd invedtigations in two
blocks are illugrative of the impact that a labour intendve approach to infrastructure would have.
A word of caution has been expressed regarding the possibility of going in for capitd intensve
technologies and processes, which were more cost effective in the long run, but would adversely
impact on employment and poverty. More public resources are being directed to the development
of rurd infrastructure with greater investments in roads, irrigation, watersheds, power generation and
communications. For indance, the Centra Government introduced a new scheme for rurd
connectivity last year with an annua budget of Rs.2500 crore and for irrigation Rs.2000 crore is now
being provided under Accelerated Irrigation Benefit Scheme. These are State subjects as per the
Condtitution, but the Centre is supplementing the efforts of the State Governments. In addition,
greater focus has aso been placed on socid development with higher alocations for education and
hedth ; for dementary education the Centre spent Rs.4500 crore ($ 934 million) in 1997-98 which
increased to Rs.7600 crore ($ 1576 million) in 2001-02, while for hedth and family wefare the
annua outlay increased from Rs.3000 crore ($ 622 million) in 1997-98 to Rs.5660 crore ($ 1174
million) in 2001-02. Greater research is required to quantify the impact of trangport and energy
sectors on poverty reduction, rather than concentrating on looking a the economic efficiency and
vaue addition aspects done. Invesments in these sectors would impact favourably on poverty both
through the direct employment effects and through indirect employment opportunities that they
would inevitably create, but this requires greater work and documentation.
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Section 5
Conclusons

The discussion in this paper dearly shows that both rural works programmes and |abour-
intendve infragructure projects are required for poverty reduction at Indias present level of
development. We don't think there is a trade-off. The former addresses concerns of current poverty
through provison of employment to those seeking normal work on public works, which aso lead
to the creation of community assets and rurd infragtructure. These works incdlude smdl irrigation
tanks, ponds and wells, socid forestry, village roads, culverts school buildings, etc. which are critical
for local level development. Here it should be noted that though these works are smdll in scale and
meet only minimd local needs, they plan an important role in stablisation of income and in poverty
reduction, both through the creation of direct employment and through indirect effects. However,
no subdtitute for large-scale projects which require substantial capital and managerid inputs in order
to create infrastructure for sustainable development. Under poverty programmes, employment is
provided largdly in lean agricultural season, and the programme is scaed up in the event of natura
disasters, especidly drought. However, these must be confined to geographical areas characterised
by endemic poverty, underemployment and out-migration and/or to those areas which are drought-
prone, remote and triba-dominated. The problem has been that the Employment Assurance Scheme
was universdised leading to a thin spread of resources and hence little impact on the poor. It needs
to be better targeted.

However, it must be recognised that, in the Indian context, poverty is defined very grictly
capturing only those who cannot eke out an existence from their incomes. However, a much larger
number are willing and able to work for a given wage, especidly in lean seasons, when they may be
without work, as they could do with some extra income. Therefore, there is a floating population
of persons above the defined poverty line, who perceive themselves as poor enough to seek
employment on rura public works. This has been viewed as mistargeting of the programme. In
our view, if people are willing to perform hard physica labour on such works, they are in need of
this employment and we should not be over concerned by it. The next issue follows from this,
namdy, whether wage-rates should be lowered, in order to enhance employment, and discourage
those above the poverty line from working on these programmes. The notion of ‘decent work’
requires that wages be fixed in such a way as to conform to a ‘ subsistence wage', based on a defined
poverty line, and revised periodicdly. The minimum wages of agriculturdl labour are fixed by State
government and revised regularly, and these have to be paid on rurad works programmes. However,
as we have seen, employment generated per person is meagre. On an average 100 days of
employment per person is required to make an impact on their poverty level. Furthermore, the timing
and location of works should be determined by the demand for work, and the nature of projects
should be as per the priorities of the village. In fact, more research is required on the impact of these
public works programmes on the level of living of the poor. While some durable assets have been
created, they are often either of poor quality or left incomplete. But more importantly, there is a lack
of maintenance so that they fdl into disuse. These agpects require attention.

In the long-run, productive employment must be created in the growth process, and this can
be achieved only through development of labour-intensve infradtructure. In fact in a World Bank
study for India, it has been observed that accelerated labour-intensve development is needed to
reduce poverty especidly in the States of Bihar, Orissa, Madhya Pradesh and Uttar Pradesh. It is
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further noted that development of infrastructure is dso required for reducing poverty (World Bank
1998). In the context of rural poverty reduction, greater invesments in irrigetion, rurd roads and
rurd eectrification should recelve priority. Proper maintenance of infrastructure is a problem and
imposes heavy costs. Hence, there must be a built-in provison for maintenance in al infrastructure
projects. While the burden of financing fals upon the government, private investment needs to be
encouraged through easy access to credit. Additional resources should be raised through user
charges.

In order to improve the efficacy of India's rura works programmes as wel as the various
development programmes, two policy interventions are required, both of which are inter-related.
Fird, is to ensure greater people's participation in the planning, implementation and monitoring of
the programmes. Second, is the preparation of a holistic integrated development plan at the district
and sub-district levels based on the resources available from various sectoral
programmes/departments and on the felt needs of the people. In India, the Conditutiond
Amendment Act of 1993 led to the creation of panchayati rg ingditutions (elected loca bodies) at
three tiers, namdy, a village, a block and a didrict, as inditutions of local self-government. Twenty-
nine subjects have been brought under their purview. In severd sates this procedure has taken roots,
with congderable progress in trandferring funds, functions and functionaries to the panchayats. At
each of the three leves, local leve plans have to be prepared reflecting the priorities and aspirations
of the people. It isfelt that over time, this process of democratic decentralisation will lead to a more
responsive, transparent and accountable system of adminidration.  However, quite often the
panchayats reflect the power rdationships that exist a the locd level and hence may not be able to
intervene effectivey on behdf of, and for, the rural poor (Gaiha 1998, Lieten and Srivastava 1999,
Gaha and Kulkarni 2001). It is now recognised that gram sabhas need to be strengthened. A gram
sabha is a body of dl adult members of the village. They are required to meet regularly and ask the
panchayats for accounts, monitor the physical progress of schemes and thereby develop a system of
'socid audit. Even though there are problems with the panchayati rg system, with evidence of
corruption, over time the system will become stronger as people's awareness about their rights
increases. In addition, user groups are emerging in different sectors, like the joint forest management
committees, sdf-help groups of the poor for thrift and credit, watershed associations, water user
groups etc. These too impose a degree of accountability on the bureaucratic sysem. NGOs aso
provide an interface between government and people and are playing a vitd role in heping the poor
and the disadvantaged to organise themsalves better to fight for their rights.

In sum, a participatory development process based on integrated development plans should
go a long way in aticulating the felt needs of the people with a grester emphasis on providing
employment to the poor and unemployed and greater investments in the development of loca
infragtructure, both physical and socid. In fact, there has been a marked shift in recent years towards
greater public invesment in the creation of infradiructure for (i) agriculturd growth, especidly
irrigetion and watershed projects, (i) rurd roads, and (iii) socid infrastructure, namely, health and
education, while the outlays on direct poverty dleviation programmes have remained unchanged.
However, a the present conjuncture, both are required: public works programmes to address the
needs of ‘current poverty’ confined to sdected areas characterised by endemic poverty; and
infrastructurd  development projects, which support the creation of ‘productive employment’ with
a dhift to the latter. In desgning public works programmes greater attention should be paid to a
closer integration of these with programmes for agrarian and rural development.
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