28 October 2018

MGNREGA Funds Crunch, Wage Payment Delays, & Low Wage Rates
The Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA) is meant to be demand-driven in the sense that work should be made available to anybody on demand for a maximum of 100 days per year per household. This implies that there cannot be arbitrary cap on the budgets. However, the programme has been made supply-driven and stifled due to -- (a) Insufficient budgets, (b) Lack of timely payment of wages, and (c) Low wage rates, among others.
Insufficient Budgets
At an average cost per day person of Rs 255.08
 and including pending liabilities of Rs 8707 crores from previous years, the allocation for 2018-19 should at least be Rs 74,805 crores. However, the total available budget
 in 2018-19 is only Rs 50,480 crores. As on 22nd October, 2018, about Rs 39,825 crores have already been spent. The total payments due for this financial year (FY) is Rs 3668 crore. Thus about 86% of the available funds for MGNREGA in this FY have already been spent. We still have 5 months left in this FY.
Contrary to lofty claims of “highest ever budget for MGNREGA” made by the Finance Minister, after adjusting for inflation, the MGNREGA fund allocations have actually decreased over the years. 
Independent estimates had indicated that at least 1.7% of the GDP needs to be allocated for the programme to run robustly. In reality the allocation has only been around 0.25% of the GDP in each of the last 5 years. The inflation-adjusted budget for 2018-19 is much lower than in 2010-11. This is even more pitiful as the Centre claims that the tax to GDP ratio has been increasing and so the reasons for the gross underfunding of the Act is unacceptable. Table 1 in the annexure gives the MGNREGA budget over the years as a percentage of GDP.
A typical pattern observed every year is that funds get exhausted midway through the year. There are two big consequence of this. First, the block level field functionaries of MGNREGA don’t register demand for work in the MGNREGA Management Information System (MIS). Second, it results in massive accumulation of pending wages. Insufficient budget has meant that the employment provided has been much lower than required. (Tables 2 and 3 in the annexure). 
Delays in Wage Payments & Low Wage Rates
The wage payment process has two stages. Stage 1 corresponds to the time taken by the blocks to generate electronic pay orders called the Funds Transfer Order (FTO). The FTO is subsequently processed by the Centre and then wages are transferred to the workers’ accounts. The time taken by the Centre to release wages after receiving the FTO is Stage 2.
Based on two studies released in 2017
 on payment delays and incorrect calculation of delay compensation thereof, the Ministry of Finance issued a memorandum on 21st August, 2017 admitting that “the current rules do not compute or compensate the delay in payments after the generation of FTOs [Fund Transfer Orders]. It is true that between 10 and 15 lakh pay orders are issued on an average day and delays are due to infrastructural bottlenecks, (un) availability of funds and a lack of administrative compliance.” In response to this, the Supreme Court Orders dated 19th May, 2018 states that “We also cannot countenance the view advanced by the Central Government that it has no responsibility after the second signature is placed on the FTO. The wages due to the worker in terms of Stage II above must be transferred immediately and the payment made to the worker forthwith failing which the prescribed compensation would have to be paid. The Central Government cannot shy away from its responsibility or taking advantage of a person who has been placed in the unfortunate situation of having to seek employment under the Act and then not being paid wages for the unskilled manual labour within the statutorily prescribed time. The State Governments and Union Territory Administrations may be at fault, but that does not absolve the Central Government of its duty”
The MGNREGA MIS, in violation of the above orders, continues to capture only Stage 1 delays. There is no legal compensation as Stage 2 delays (delays by the Centre and banks) are still not being calculated nor any compensation is being paid for these delays. This makes the “payment on time figure” used by the Ministry meaningless. Moreover, just from FY 16-17 to FY 18-19, more than Rs 1000 crores of MGNREGA wages have been “rejected” due to technical errors like incorrect account numbers in the MIS and Aadhaar related issues, among others. The labourers remain deprived as they have no idea on how to rectify these administrative mistakes.
The third point is about stagnating MGNREGA wages. In real terms, they are less than the statutory minimum agricultural wages in several states. The MGNREGA wages should be fixed as per the norms of the 15th Indian Labour Conference (ILC) and Supreme Court (SC) orders in the Raptakos-Brett case. The MGNREGA wages should be the same as the minimum wage calculated for the 7th Pay Commission for all Government employees -- the pay commission uses ILC norms and SC orders.
These issues have caused immense disenchantment among the workers towards the programme and some of who wanted to work but couldn’t have died due to starvation. In the light of abysmal budget allocation, stagnating wages, wage payment delays and incorrect calculation of delay compensation, the NREGA Sangharsh Morcha demands that:
(1) Immediate allocation of additional funds by the Central Government to meet the full demand for work
(2) Immediate clearance of all the FTOs
(3) Immediately clear all the “rejected payments” till date and give the due delay compensation to the labourers for the same.
(4) Calculation of the full extent of the delay in wage payment i.e. till the crediting of wages in workers accounts; and Calculation and automatic payment of the full extent of compensation for delayed payments (no official or functionary should have the discretion of rejecting the payable compensation amount, as is currently the case).
(5) MGNREGA wages should be made at par with the calculations in the 7th Pay Commission.
Abhay Kumar (9845371493), Anuradha Talwar (9433002064), Arundhati Dhuru (9919664444), Gangaram Paikra (9977462084), Kamayani Swami (9771950248), Mukesh Nirvasat (9468862200), Neeta Hardikar (9825412387), Nirmala Tammineni (9848930031) and Richa Singh (9452232663) for NREGA Sangharsh Morcha. 

For further information, please contact Rajendran Narayanan (9620318492), Debmalya Nandy (7684960301), or Sakina Dhorajiwala (8809110647).
Annexure: 
MGNREGA Funds Crunch, Wage Payment Delays & Low Wage Rates

    Table 1: MGNREGA Budget as a Percentage of GDP

	Years
	2011-12
	2012-13
	2013-14
	2014-15
	2015-16
	2016-17
	2017-18

	Budget as % of GDP
	0.33%
	0.27%

	0.25%
	0.22%
	0.22%
	0.25%
	0.26%


Table 2 provides the national level projected labour budget for the last 3 financial years. This is prepared through a bottom-up consultative process at the Gram Panchayats, in accordance with Section 16(I) and 16 (II) of the Act. More than 50% of the projected work is being consistently planned for the last six months of each financial year (last column of Table 2). 

Table 2: Projected Labour Budget Pattern

	Financial Year
	Total Projected Labour Budget (in Crore Persondays) 
	Projected Labour Budget in the Last 6 Six Months of the Financial Year (in Crore Persondays
	Percentage of Projected Labour Budget in the Last Months of the financial year

	2015-16
	319.50
	163.41
	51.14%

	2016-17
	315.41
	161.24
	51.12%

	2017-18
	287.79
	150.07
	52.14%

	2018-19
	259.12
	131.77
	50.82%


Low and insufficient budget allocation has meant that the employment provided has been much lower than the requirement. Table 3 shows that the employment provided in the last 6 months has been low (~40%) in the last two years compared to the total employment in the financial year and is much lower than what the labour budget seeks.

Table 3: Employment Provided Pattern

	Financial Year
	Total Employment Provided (in Crore Persondays)
	Employment Provided in the last six months of the financial year

(in Crore Persondays)
	Percentage of Employment Provided in the last 6 Months of the financial year

	2015-16
	235.13
	133.85
	56.9%

	2016-17
	235.65
	90.79
	38.5%

	2017-18
	234.25
	96.73
	41.3%


�	 � HYPERLINK "http://mnregaweb4.nic.in/netnrega/all_lvl_details_dashboard_new.aspx" \h �http://mnregaweb4.nic.in/netnrega/all_lvl_details_dashboard_new.aspx� (Accessed on 22nd October, 2018) 


�	 � HYPERLINK "http://mnregaweb4.nic.in/netnrega/Citizen_html/financialstatement.aspx?lflag=eng&fin_year=2018-2019&source=national&labels=labels&Digest=2sK2jsi9G7FHeqD/Cv4G1Q" \h �http://mnregaweb4.nic.in/netnrega/Citizen_html/financialstatement.aspx?lflag=eng&fin_year=2018-2019&source=national&labels=labels&Digest=2sK2jsi9G7FHeqD/Cv4G1Q� (Accessed on 22nd October, 2018)


�	 Employment Guarantee in Rural India: What Would It Cost and How Much Would It Reduce Poverty? Economic & Political Weekly, Vol 40, No. 31, Jul 30 - Aug 5, 2005, pages 3450-3455,  by Rinku Murgai and Martin Ravallion


�	 https://azimpremjiuniversity.edu.in/SitePages/pdf/PaymentDelayAnalysisWorkingPaper-2017.pdf


�	 GDP at constant prices from 2011 onwards, with 2011-12 as the base year. Inflation adjusted estimates of revised budgets from 2011-12 onwards.





