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Progress Report of the Kotkasim Cash Transfer Pilot Project

The Central Government's prestigious and ambitious scheme was initiated on the 5th December, 2011 in
Kotkasim Block in Alwar District in the presence of the Principal Secretary (Food and Civil Supplies).
The District Administration showed a lot of enthusiasm and fully cooperated towards its implementation
in a phased way. In order to present a critique of the scheme it is important that we see the facts point-

wise.

Point-wise analysis:

. Opening of accounts for consumers: In the 42 FPS, there are 25843 registered ration cards which are
further divided as follows —

APL - 22114

BPL - 1070

SBPL - 1557

AAY - 1082

Total — 25843

Gas Connections: DBC — 1239; SBC — 3085; Total gas connections — 4324

Of the 25843 cards, accounts of only 13458 card holders are opened. The reason for this small number of
accounts opened are —

Lack of appropriate resources and experience: In the beginning of the pilot, information was
given widely that the consumers should provide their Bank Account or Post Office Savings
Account number to the FPS dealer. The people mainly opened their accounts in the post office
and it costs them almost Rs 100 per account. This list was provided to the administration by the
dealers but it was refused by the administration as the post office accounts did not have online
banking services. After this it was told to the consumers that the Kisan Credit Card account
number will be accepted. After the dealers provided this list to the administration, even this was
rejected as the banks said they will not allow withdrawal of money from the KCC accounts. Third
time around, only accounts with banks present within Kotkasim block were accepted. This
resulted in the small number of accounts. In the initial days of opening accounts, camps of just 2
days each were held to facilitate opening of accounts. The people were so interested in opening
their account initially that the police had to be called in to control the crowd rushing. The 2 days
for a camp was very less. A camp was held 10 days later and another 25 days later. If these camps
could have been held at a stretch as a 7 day camp, the interest of the people would not have
waned. Also, those people who had opened accounts in the post office continue to be reluctant in
opening new accounts again with the bank.

The lack of enthusiasm in people: The enthusiasm of people decreased with the continuous
change in directions from the administration with regard to accounts. Clear instructions were not
given initially about the scheme. It was understood that the scheme would only function for 3
months and hence the people did not see the necessity in opening an account for such a short
period. The subsidy amount was Rs 263 for three months which did not generate interest. Since



the electricity supply was good enough the people did not feel the need to buy kerosene for
lighting purpose. Since people use the dried up stems of mustard and cowdung cakes as fuel for
cooking, which is in sufficient supply, they did not feel the need to buy kerosene as an alternative
fuel for cooking.

iii. Distance of the bank branch: Some villages of the block were located at a distance of 8-10 km
from the bank like Lalpur, Ujolo, Aheer Basna, ThetharBasna, Makdawa, Mathalwas, Kanhadaka,
Khora, Majraetc, therefore there were fewer number of bank accounts that were opened.

iv. Account opened only in the name of head of the family: According to the scheme, the bank
account could only opened in the name of the head of the family. Since the ration cards are more
than 11 years old and in many instances the head of the family has become infirm or is no more,
therefore many of the ration card holders could not open accounts. If the head of the household
was still alive people were against the idea of changing the name of the household. Some of the
heads of the household were completely illiterate and were unable to operate the bank account.
Some of the people who had a small business or were entrepreneurs gave the logic that the loss
that the business had to suffer to get the bank account opened and operate it was much more than
the 3 month subsidy. It would take a day to open the bank account, a day to get the passbook and
another day to know about the subsidy — so many stayed away from the banking system as it was
extremely time consuming. Since the ration cards were 11 years old, many of the card holders had
lost the ration cards or were tearing. Thus many of the consumers could not get bank accounts
started as new ration cards were not provided.

V. Other reasons: Since the subsidy had only been connected with kerosene had it been linked with
all the other goods being provided by the government then the results would have been very
different.

2. Deposit of subsidy in the opened bank accounts: The Fair Price Shops and the banks had opened
accounts through a long process of camps. A list of account holders was made and provided to the
branches of the concerning bank and the payment was made through cheques. Some of the other banks
obtained the list of accounts from the FPS dealers and deposited the subsidy directly into the accounts.

3. Preparation of Software for the project: For the successful operation of the pilot, NIC developed a
special software for this project. This software contained the complete list of the consumers. The format
in which the information of the consumers of the FPS was collected from the FPS has been attached as
Annexure 1 of this report.

4. Process of feeding data: After obtaining information in the particular format from the FPS owner, the
computer operator fed the information according to the software and coordinated by the project office.
NIC only made computers available for the project. There was no logic behind depositing the first 2
instalments. Only those consumers got the subsidy whose accounts had been opened. However before



depositing the third instalment proper calculations were made regarding the quantity of kerosene lifted
against the subsidy deposited, thus the future subsidy was deposited on the basis of the kerosene that was
obtained from the shop.

5. Monitoring the sale of kerosene during the period of the scheme:

6. The sale of kerosene from 2 months before the beginning of the scheme as follows —

S.No | Name of | SKO Offtake | SKO Rate/litres | No of SKO
the Allotted | of SKO | Sold A/IC Saved
Month (KL) (KL) (KL) Opened | (KL)

1 Oct 11 84 84 80 15.25 NIL

2 Nov1l | 84 84 82 15.25 NIL

3 Dec 11 84 36 18 4450 6000 66

4 Jan 12 84 36 23 4450 13700 61

5 Feb 12 78 - 13 4450 15020 65

6 Mar12 |78 12 12 4450 14458 66

7 Apr 12 78 12 12 4450 15020 66

8 May 12 |78 0 95 4450 15020 78

9 Junel12 |78 0 45 4450 15020 78

10 July12 |78 0 2.1 4450 15020 78

11 Augl12 |78 0 15 4450 15020 78

12 Sep 12 78 12 4.2 49.10 13458 66

13 Oct 12 36 0 52 49.10 13458 36

14 Nov12 |36 12 5.7 49.10 13458 24

If the data of sale of kerosene oil is analysed from the beginning of the project to the month of August
2012, then it is observed that although in the month of January sales increased. However after that there
was a continuous decline of sale of oil. The possible reasons for the decline are as follows —

i.  Initially the project was only for 3 months, soon after its extension for 3 months the FPS
owner lost interest which impacted the consumers as they did not get a good response from
the dealer.

ii.  The money that had been deposited in the bank accounts was insufficient which resulting in
rumours that the consumers would not get their money.

iii.  Since the process of depositing subsidy in the bank accounts of the consumers was not
systematic several of the consumers despite not buying the kerosene got double subsidy.
However there were some consumers who in spite of buying kerosene of more than 6 months
on a regular basis were deprived of the subsidy amount and these were the really needy
people.



iv.  Since the FPS owner did not get a raise in the commission they lost interest in the sale of
kerosene, they ended up preventing sale of kerosene. In this context to-date there has been no
concrete decision regarding increase in the commission for the FPS dealer.

Signed
District Supply Officer,
Alwar

Suggestions regarding preparatory work that needs to be done before implementing the scheme in
other districts and tehsils:

Vi.

Vii.

viii.

Xi.

Xii.

All information relating to ration cards must be fed in the NIC format so that when new ration
cards will be introduced they will automatically be adjusted.

The unit register of the ration dealer needs to undergo a change and an extra column of the bank
account number needs to be added

Whatever be the nature of the account of the consumer — be it post office, KCC, pension, NREGA
—all should be recognised for the deposit of subsidy.

Since the FPS owner and the wholesaler is an important link to reach the consumer, therefore to
obtain his active cooperation his interests must be addressed urgently and the commissions need
to be raised.

The subsidy must not be just for kerosene but all other items should be connected with the
subsidy.

By means of different publicity mechanisms awareness should be raised of the people regarding
the scheme and its benefits that would accrue.

All savings due to the scheme should be used for the development of the area so that people will
be enthusiastic about it. For example in the last 9 months almost 2 crores were saved in the
Kotkasim area, however not 1 percent of the savings were used for the development of the
Panchayat Samiti.

The quantity of kerosene should be increased for SBC to 3 litres and for non connection it should
be 5 litres so that needs of the people are met and the enthusiasm in buying kerosene remains.
Whenever the subsidy scheme be implemented in any area, those involved in implementation and
monitoring should not be transferred so that responsibility can be fixed. The senior officials of the
department should take regular meetings and take a feedback from the grassroot functionaries so
that the scheme does not remain on paper. Those persons serving dutifully should be given
enough encouragement so that they remain enthusiastic about it.

As observed, the Kotkasim scheme has been extended upto 31 Dec 2012. Only after the scheme
would have struck roots should been extended to other districts and tehsils. When decisions are
taken impulsively, then the outcome will not be successful.

Before the project is extended, the process of providing new ration cards should be completed.
Certification of new ration cards should be looked upon as the part of the preparatory work for
the expansion of the scheme.

For efficiency in work the project must be provided with one computer operator and one clerk at
tehsil level so that work can be carried out without any interruption.
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Xiii.

Xiv.

XV.

XVi.

XVil.

XViii.

According to the scheme the enforcement inspector would provide a list of all consumers to the
FPS owner and towards the end of the week, will collate the information and provide to the NIC.
The NIC will feed the data in the computer and calculate the subsidy and provide lists to the
branches of all the concerned banks following which the subsidy will have to be deposited in all
banks. This process is labour intensive. Therefore should be made available online, such systems
should be put in place.

Before starting the scheme in any district or tehsil, a 3 month period should be put aside for all
the necessary preparations

The success of MGNREGA was the extensive publicity of the scheme through diverse media and
by the elected representatives. Therefore this scheme should also be provided wide publicity
through TV, radio and newspapers as well as the elected representatives.

Before implementing the scheme in a new tehsil or district, the elected representatives at all levels
which include the Panch, Sarpanch, PanchayatSamiti member, Pradhan should be invited to a
meeting chaired by the Food Minister and their support be sought.

Before starting the scheme, it should be ensured that those consumers who are account holders
they should receive the advance subsidy. Zero balance accounts should be started although banks
are not allowed to do so. Initially bank accounts should be started regularly following which a
decision should be made to transfer subsidy regularly on 1 particular day of the week.

All the responsibility of the kerosene cash subsidy should be met by the DSO and the needs of
this office be handled by the Manager, Civil Supplies.
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