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ABSTRACT

Poverty is pronounced deprivation in well-being, and comprises many dimensions. It includes low incomes
and the inability to acquire the basic goods and services necessary for survival with dignity (according
to World Bank). But according to a recent survey by an Indian government committee constituted to
estimate poverty, nearly 38% of India’s population (380 million) is poor. This report is based on new
methodology and the figure is 10% higher than the present poverty estimate of 28.5%. The committee
headed by S.D. Tendulkar has used a different methodology to reach at the current figure. Such a high
incidence of poverty is a matter of concern in view of the fact that poverty eradication has been one of
the major objectives of the development planning process. The MNREGA is undoubtedly an innovative
piece of legislation that has no parallel programme anywhere in the world. But there are some issues
which need emphasis so that the real purpose of the wage employment schemes could be identified. This
paper discusses the impact of MNREGA on society in terms of poverty reduction, agricultural production
and how MNREGA is affecting the agricultural wage rate as well as cost of cultivation of field crops over
the year. This study also tries to prove that there is a relationship between the agricultural crisis (labour

crisis) and MNREGA Scheme.
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On one hand MNREGA is snatching labourers
from agriculture due to higher wage rate under
MNREGA scheme, on the other it is the major
cause for increasing the cost of cultivation for the
crops because due to increment in MNREGA wages,
agricultural wages are also increasing, which in
turns increasing prices of farm produce which
may create food inflation, and again the question
will arise the people living under BPL how they
will fulfil their basic consumption need. The major
objective of MNREGA is to enhance the livelihood
of rural poor by providing wage employment and
alleviating poverty. But the ground reality is that
due to continuous increase in cost of living, the
real income of the people who are working under
MNREGA is not increasing.

Several studies on rural employment diversification
in India (Kumar, 2009; Mukhopadhyay and
Rajaraman, 2007; Chadha and Sahu, 2002; Visaria,

1995; Basant and Kumar, 1989 Chadha, 1993;
Kumar et al., 2003; Samal et al., 2006; Bhakar et
al., 2007, Rawal et al., 2008, Sawant and Achutan,
1995; Sawant, 1997; Singh et al., 1997; Chand,
1999; Ahluwalia, 2000; Mathur et al., 2006; Kumar
and Elumalai, 2007; Bhalla and Singh, 2009) have
concluded that the share of non-farm sector in rural
employment has significantly grown over time and
the capacity of the farm sector to absorb additional
labour force has almost reached a plateau.

Many studies have highlighted the role of non-farm
sector in providing employment and improving
income and standard of living of rural population
(MoRD, 2012 cited by Gulati et al., 2013, Shah,
2009; Mukherjee and Sinha, 2011; Dutta et al.,
2012; MoRD, 2012; Mann and Ramesh, 2013) while
some have observed farming to be still a major
source of income. However, the regional pattern
of agricultural growth and development in India
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has been studied mostly at the state level (Harish
et al., 2011; Narayanamoorthy and Alli, 2012; 2013;
Gulati et al., 2013, Shah, 2009; Dutta et al., 2012; Berg
et al., 2012; Gulati, 2013, although a few studies at
district level exist (Dev, 1985; Bhalla and Alagh,
1979; Bhalla and Tyagi, 1989; Bhalla and Singh, 1997;
Chand et al., 2009; Bhalla and Singh, 2010). It was
increasingly argued in previous studies that this
employment scheme has been seriously affecting
the growth of agricultural sector, which has been
passing through a serious crisis since early-1990s
because of increased cost of cultivation and poor
remuneration from crop cultivation.

The big question here is that can MNREAG alone
solve the problem of poverty alleviation? So the
need of the hour is to strengthen synergy between
NREGA and agriculture and work taken up under
MGNREGA should be planned in such a way that
labours are strictly employed for the scheme after
the sowing and harvesting seasons of Rabi and
Kharif crops are over. This planning has to be done
at the panchayat, block and district levels depending
upon the cropping pattern of the respective regions.

MNREGA scheme should be based on the
enhancement of agricultural production and
creation of permanent assets like production
of manures and bio pesticides unit, market
infrastructure, construction of seed storage bins,
shelter for cattle and poultry, irrigation channels
and soil conservation activities etc. Because the real
success of MNREGA will lie in raising agricultural
productivity of those millions of farmers who will
be able return once again to farming and no longer
need to depend on the MNREGA for their survival.

The NREGA is undoubtedly an innovative piece
of legislation that has no parallel programme
anywhere in the world. But there are some issues
which need emphasis so that the real purpose of the
wage employment schemes could be identified. This
paper discusses the impact of MNREGA on society
in terms of poverty reduction and agricultural
production, means poverty has decreased or not and
how MNREGA is affecting the agricultural wage
rate, agricultural production and cost of cultivation
of field crops over the year. This study also tries
to show that there is a relationship between the
agricultural crisis (labour crisis) and MNREGA
Scheme.
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Historical Perspective of Poverty Alleviation
Programmes in India

Poverty eradication is considered an integral to
humanity’s mission for sustainable development.
Thus, reduction of poverty in India is vital for the
attainment of international goals. The philosophy
underlying the poverty alleviation programs is
to tackle the rural poverty by endowing the poor
with productive assets and training for raising
their skills so that they are assured of a regular
stream of employment and income in raising
themselves above the poverty line. The Indian
National Congress constituted a National Planning
Committee in early 1938 which declared that the
social objective should be “to ensure an adequate
standard of living for the masses, in other words, to
get rid of the appalling poverty to the people.”> The
importance of poverty alleviation and the provisions
of other basic needs have been emphasized in all
the successive plans particularly since Fifth Five
Year Plan. The growth models used to suppose
that overall economic growth, while benefitting
the rich primarily, would allow trickle down of its
fruits to the poor. But this has not happened due to
much stress on modern sector and non agricultural
pursuits which have resulted entirely rural growth
and enhanced rural poverty. With this realization
the government introduced a number of area and
target oriented development programmes for the
rural areas with an aim to reduce poverty and
unemployment among the rural poor.

These programmes in the First Five Year Plan
are Community Development Programme (1952)
and National Extension Scheme (1953), in Second
Five Year Plan Khadi and Village Industries
(1957), Multipurpose Tribal Development Blocks
(1959) Package Programme (1960) and Intensive
Agricultural District Development Programme
(1960) were introduced.

Three annual plans, the following important
programmes were undertaken in the Third Five
Year Plan, Rural Work Programme (1967), Tribal
Development Block (1968), and Rural Man Power
Programme (1969). Fourth five year plan initiated
Drought Prone Area Programme (1970), Crash
Scheme for Rural Employment (1971), Pilot Intensive
Rural Development Employment Programme (1972),
and Minimum Needs Programme (1972). Fifth Five
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Table 1: Progress of MNREGA

(FY 2006-07)

(FY 2007-08)

(FY 2008-09) (FY 2009-10) (FY 2010-11) 625

Features 200 Districts 330 Districts 615 Districts 619 Districts Districts Till
Dec. 2010
Employment provided to households 2.10 3.39 4.51 5.26 4.50
(in cr)
Total: [in ¥ Lakhs]: 90.5 143.59 216.32 283.59 145
SCs : [in Per cent]: 25% 27% 29% 30% 24 %
STs: 36% 29% 25% 21% 28%
Women: 40% 43% 48% 48% 47%
Budget Outlay: (In X Crore) 11300 12000 30000 39,100 40,100
Expenditure on wages (in Per cent) 66% 68% 67% 70% 71%
Average Wage per day (In <) 3 65 75 ] 84 90 % 100
Total works taken up (In Lakhs): 8.35 17.88 27.75 46.17 68.60

Year Plan focused on Training of Rural Youth for
Self Employment (1979) and Integrated Rural
Development Programme (1979). In Sixth Five Year
Plan National Rural Employment Programme (1980)
and Development of Women and Children in Rural
Area (1983). Latter Rural Landless Employment
Guarantee Programme, Jawahar Rozgar Yojana
(1989), Swarna Jayanti Gram Swarozgar Yojana
(1999), The Sampoorna Grameen Rozgar Yojana
was launched on 25 September 2001 by merging
the provisions of Employment Assurance Scheme
(EAS) and Jawahar Gram Samridhi Yojana (JGSY).
Government of India flooded huge amount of
money to promote the rural employment through
various programmes in order to eradicate poverty.
These schemes were implemented to uplift the
living conditions of the poor people but the results
were not achieved as it was expected.

Progress of MNREGA

Through the data it was observed that the
government had provided Employment to 4.5 crores
households in 2010-11 up to Dec. 10. It is a great
achievement by the Indian government. Among
them Women constitute 47% while Scheduled
Castes account for 28%, and Scheduled Tribes 24%
of the workers under Mahatma Gandhi MNREGA
in the year 2010-11. The average wages per day
under MNREGA has gone up from X 65 in 2006-07 to
% 100 in 2010-11. In union territory the salary level
will be risen up to I 170. Wage rates enhanced by
17-30% by linkage with Consumer Price Index for
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Agricultural labour calculated on the basis of Rs.
100 or the actual wage rate.

However it is very hard to open account in banks
and post offices, but around 10 crores accounts
of MNREGA beneficiaries opened in post offices
and banks contributing to financial inclusion. The
government has increases the allocation of funds for
2010-11 raised to ¥ 40,100 crores from 11300 crores
for 2006-07 financial years. Water Conservation,
irrigation and land development account for over
75% of work taken up in 2010-11. It is evidenced
that so far more than 68 lakhs works has been taken
up under MNREGA and Social Audits conducted
in 73% Panchayats.

Efficacy of MNREGA in Poverty Alleviation

The MNREGA is undoubtedly an innovative piece
of legislation that has no parallel programme
anywhere in the world. From the available literature
it is evidenced that MNREGA has created positive
impact on generating employment, steaming
migration from rural areas to urban areas, rural
poverty reduction, augmenting income and
employment, improving infrastructure in rural
areas. Even though Indian government is facing
various challenges like hunger, poverty, agricultural
labour crisis, food inflation due to increase in cost
of cultivation of crops and labour crisis in industrial
sector also.

The Act, in its five years of rapid expansion from 200
to 625 districts, has provided evidence of positive
outcomes, even though its performance across the
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country has been unequal. It is pertinent to look at
the outcomes and trends because they prompt the
questions discussed here — what factors have been
facilitating and what factors have not. The average
wage rate earned rose incrementally from I 65 per
day to ¥ 90 per day from 2006 to 2010. The NSSO
round (64" ratifies the Mahatma Gandhi NREGA
MIS data on the wage rate, indicating a wage rate
of X 75 per day.

MNREGA Wages have increased or not?

If we deflate MNREGA nominal income with
consumer price index then we can find out the real
income of the persons who are employed under
MNREGA as it is clearly depicted in the table (Table
2). Although the nominal wages for MNREGA is
continuously increasing but when we talk about the
increment in real terms in is not at all increasing.
The growth rate of real and nominal wages has
been calculated to show that how real wages are
decreasing over the year.

The given below table (Table 3) shows that there
are 10 states where growth rate in terms of real
wages are in negative magnitude, and out of these
10 states Andhra Pradesh, Kerala and Tamil Nadu
are having lowest growth rate. If we compare these
states growth rate (MNREGA real wage) with their
poverty ratio, we will found that the poverty ratios
of those respective states are higher than the other
states except few states like Punjab as it is clearly
depicted in the given below graph. On the bases of
analysing these secondary data we can say that the
whatever nominal increment government is giving
to MNREGA employees all are observed by the
increase in inflation, increasing cost of producing
commodities which are demanded by the labour
force.

So in nominal term income is increasing but in real
sense it is decreasing over the time period, and if
income is not increasing then how MNREGA is
reducing rural poverty.

Table 2: Real Wage Rate of MNREGA Deflated From CPIAL Base Year 1986-87 (3/day)

States 2005-06 2006-07 2007-08 2008-09 2009-10
Andhra Pradesh 21.56 21.45 19.30 17.05 16.67
Assam 17.13 17.11 17.58 17.10 16.73
Bihar 19.60 18.26 19.44 19.08 19.50
Meghalaya 13.55 13.77 15.14 14.75 16.60
Haryana 25.27 23.95 27.79 24.04 25.68
Himachal Pradesh 20.41 18.75 20.05 18.25 24.07
Jammu & Kashmir 12.53 15.31 18.16 19.87 19.08
Karnataka 18.48 18.12 17.81 17.69 16.65
Kerala 35.11 32.30 29.16 26.43 25.95
Madhya Pradesh 16.76 15.23 15.41 15.95 15.94
Maharashtra 12.77 25.80 20.76 15.73 16.76
Manipur 20.12 20.77 21.53 19.90 27.69
Meghalaya 18.32 17.07 22.78 21.69 21.30
Orissa 16.47 15.53 19.25 15.82 21.41
Punjab 26.58 23.98 22.66 22.08 21.08
Rajasthan 19.36 18.16 17.93 18.02 15.25
Tamil Nadu 22.54 22.29 19.18 17.52 13.93
Tripura 16.52 15.17 22.75 23.83 21.35
Uttar Pradesh 19.68 18.43 18.43 18.04 18.50
West Bengal 19.59 19.18 20.00 18.10 17.92
India 15.75 16.34 17.79 18.25 17.02

Source: Real Wage Rate Calculated from Economic Survey 2010-11 and data available at official website of MNREGA www.nrega.nic.in;

wage cost per day.
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Table 3: Growth Rate of Nominal and Real Wages
Under MNREGA in Different States from 2005-06 to
2009-10 (%)

States MNREGA Wages
Real Wages = Nominal Wages

Andhra Pradesh -7.2 24
Assam -0.5 8.6
Bihar 0.3 9.6
Gujarat 49 14.6
Haryana 0.4 12.1
Himachal Pradesh 3.1 10.2
Jammu & Kashmir 11.6 222
Karnataka -2.3 9.3
Kerala -7.7 0.5
Madhya Pradesh -0.5 9.6
Maharashtra 0.5 11.2
Manipur 6.1 15.5
Meghalaya 5.5 15.0
Orissa 5.6 16.3
Punjab -5.3 52
Rajasthan -4.7 54
Tamil Nadu -11.3 -2.6
Tripura 10.1 18.0
Uttar Pradesh -14 7.5
West Bengal 2.3 7.3
India 2.7 13.0

Source: Real Wage Rate Calculated from Economic Survey 2010-
11 and data available at official website of MNREGA wwuw.nrega.
nic.in; wage cost per day.
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Fig. 1: MNREGA Wage Rate and Poverty Ratio

On the bases of real wage growth rate we can
divide whole states into three categories that is high,
medium, and low wage growth rate respectively.
Jammu & Kashmir, Tripura, Meghalaya, Manipur,
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Meghalaya and Orissa are coming under high
growth rate states whose growth rate in real wages
is higher than the National average growth rate
and on the other hand Tamil Nadu, Kerala, Andhra
Pradesh, Karnataka, Uttar Pradesh, Punjab, Madhya
Pradesh, Assam, Rajasthan and West Bengal these
states are coming under low growth rate and their
real wage growth rate is negative an magnitude as
well as far below than the national average growth
rate, which indicates that, the real income of the
people who are employed under MNREGA is not
at all increasing due to continuous increase in
consumer price index and inflation.

Table 4: Classification of States on the Bases of
Growth Rate of MNREGA Real Wages

Growth States MNREGA Wages
Rakning Real Nominal
HIGH Jammu & Kashmir  11.6 22.1
Tripura 10.1 18.0
Manipur 6.1 15.5
Orissa 5.6 10.3
Meghalaya 5.5 10.3
MEDIUM Gujarat 4.9 14.6
Himachal Pradesh 3.1 10.1
Haryana 0.4 12.1
Maharashtra 0.5 11.2
Bihar 04 12.1
LOW Tamil Nadu -11.3 -2.6
Kerala -7.7 0.5
Andhra Pradesh -7.2 2.4
Punjab -5.3 52
Rajasthan -4.7 5.4
West Bengal -2.3 7.3
Karnataka -2.3 9.3
Uttar Pradesh -1.4 7.5
Madhya Pradesh -0.5 9.6
Assam -0.5 8.6
INDIA 2.7 13.0

Agricultural Wages have increased or not?

MNREGA has a great influence on the wages of
agriculture, as the minimum wages for MNREGA is
higher than the agricultural wages in almost all the
states of India except few like Punjab and Haryana.
Due to this continuous increase in MNREGA wages
agricultural wages are also affected, as it is depicted
in the given below table (Table 5) and graph
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also that how drastically agricultural wages had
increased after the implementation of MNREGA.

Table 5: Growth Rate of Wages in Different States
from 2005-06 to 2009-10 (%)

States MNREGA Agricultural
Wages Wages
Real Nominal Real Nominal
Andhra Pradesh -7.2 2.4 8.9 20.1
Assam -0.5 8.6 -1.2 7.8
Bihar 0.3 9.6 -04 8.8
Gujarat 49 14.6 -1.8 7.3
Haryana 0.4 12.1 0.8 12.6
Himachal Pradesh 3.1 10.2 8.4 15.9
Jammu & Kashmir 11.6 22.2 7.1 17.2
Karnataka -2.3 9.3 -1.0 10.8
Kerala -7.7 0.5 3.3 12.6
Madhya Pradesh -0.5 9.6 -1.2 8.9
Maharashtra 0.5 11.2 -1.0 9.5
Manipur 6.1 15.5 -0.3 8.4
Meghalaya 5.5 15.0 15 10.6
Orissa 5.6 16.3 -0.2 9.9
Punjab -5.3 52 0.1 11.1
Rajasthan -4.7 5.4 1.5 12.2
Tamil Nadu -11.3 -2.6 1.2 11.2
Tripura 10.1 18.0 2.1 9.4
Uttar Pradesh -1.4 7.5 0.3 9.4
West Bengal -2.3 7.3 -0.8 9.0
India 2.7 13.0 4.7 15.3

Source: Real Wage Rate Calculated from Economic Survey 2010-11
and data available at official website of MNREGA www.nrega.nic.
in; wage cost per day, and Directorate of Economics and Statistics,

Govt. of India.
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Fig. 2: Increase in minimum wages for Agricultural labourers
after MNREGA (/day)
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If we compare the growth rate of MNREGA Nominal
wages and growth rate of agricultural wages we
can find out that the growth rate for agricultural
wages is much higher than the MNREGA wage
growth rate, which indicates that as the wages for
MNREGA is increasing agricultural wages are also
increasing in the same magnitude or greater than
the MNREGA growth rate.

Table 6: Correlation Between MNREGA Nominal
Wages and Agricultural Wages

X X2 Y Y2 XY
56.4 3180.96 48.58 2360.9 2739.91
63.4 4019.56 52.99 2807.94  33559.57
74.2 5505.64 58.90 3469.21 4370.38
84.3 7106.49 69.50 4830.25 5858.85
90.2 8136.04 86.35 7456.323  7788.77
368.5 27948.7 316.32 20923.74  24117.5
Where,

X= MNREGA Nominal Wages (All India Average
Wage Rate in I/day)

Y= Agricultural Wages (All India Average Wage
Rate in I/day

XY

VEX2 #3y?

r=10.947849

V=

The correlation between the MNREGA nominal
wages and agricultural wages shows that there is
strong positive correlation between these two wages,
as the given correlation coefficient value is 0.94,
which indicates that as the MNREGA wages are
increasing, Agricultural wages are also increasing
in the same direction. Due to this drastic increase
in MNREGA as well as agricultural wages there
are some other issues which are very important to
discuss hear.

MNRGA and Cost of Agricultural Production

Earlier we have discussed about that how agricultural
wages had increased after the implementation of
MNREGA scheme. Now we want to know that
weather this increase in agricultural wages had any
effect on cost of agricultural production. Although
over the year cost of cultivation of field crops is
increasing but one cannot say that this increase
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Table 7: Share of Labour Cost in Total Operational Cost in Paddy Cultivation

Andhra

YEAR Pradesh Assam  Bihar Chhattisgarh Haryana  Jharkhand  Karnataka Kerala
2004-05 48.99 60.95 55.03 48.12 41.10 57.01 42.00 69.99
2005-06 51.06 62.03 50.27 43.47 37.46 61.39 43.58 66.50
2006-07 50.16 59.86 54.69 42.31 42.26 59.07 41.87 67.44
2007-08 54.17 59.53 55.94 46.19 46.18 55.32 41.35 68.95
2008-09 55.86 62.58 60.10 41.26 45.46 53.85 53.07 60.08

Table cont...
YEAR Madhya Pradesh Orissa Punjab 1{?:3:1 P:i::h Uttarakhand B‘:ile;;
2004-05 40.96 56.21 28.60 42.67 45.65 45.52 54.40
2005-06 46.20 56.10 32.06 47.68 44.25 47.28 57.35
2006-07 45.66 56.69 34.19 48.24 45.70 46.93 58.57
2007-08 45.28 56.47 34.17 46.27 45.67 52.30 59.88
2008-09 46.99 59.53 39.91 45.39 46.21 46.82 60.65

Source: Calculated from the data provided by the official website of Directorate of Economics and Statistics, Department of Agricultural
Co-operation, Got. of India

Table 8: Share of Labour Cost in Total Operational Cost in Wheat Cultivation

AVHA
Teyrg
yreSsneyy)
jere[no
eueArer]
ysoperJ
[eyoewrgy
pueyrey(
ysopeiJ
eAypey
qefung
ueyseley
ysopeiJ
enn
pueyerenn

2004-05 2529  27.97 27.77 27.15 38.03 32.72 25.35 16.73 36.10 26.13 31.08
2005-06 2593  29.21 27.71 27.74 33.00 28.00 28.06 22.40 32.45 25.95 32.38
2006-07 2593  29.21 27.71 27.74 33.00 28.00 28.06 22.40 32.45 25.95 32.38
2007-08  24.41 23.88 27.13 31.84 31.66 29.63 27.66 20.98 32.73 29.48 33.46
2008-09  30.86  39.62 26.15 34.85 34.44 33.85 29.35 27.46 35.03 29.70 32.84

Source: Calculated from the data provided by the official website of Directorate of Economics and Statistics, Department of Agricultural
Co-operation, Got. of India

Table 9: Share of Labour Cost in Total Operational Cost in Sugarcane Cultivation

YEAR Andhra Haryana Karnataka Maharashtra  Tamil Nadu Uttar Uttarakhand
Pradesh Pradesh
2004-05 51.26 56.96 47.65 34.89 56.68 49.19 58.73
2005-06 54.85 49.86 42.01 31.63 55.64 48.30 66.63
2006-07 67.92 57.66 50.46 36.68 65.24 47.95 61.20
2007-08 75.07 60.93 52.51 36.53 67.87 53.36 53.51
2008-09 63.98 63.47 51.98 34.95 68.60 51.28 57.93

Source: Calculated from the data provided by the official website of Directorate of Economics and Statistics, Department of Agricultural
Co-operation, Got. Of India
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Table 10: Share of Labour Cost in Total Operational Cost in Cotton Cultivation

YEAR Ij?r r;jt::ﬁ Gujarat Haryana Karnataka 11\4232:1? Maharashtra Punjab Rajasthan E:gﬂ
2004-05 40.18 43.13 49.66 40.33 39.65 27.73 38.53 51.12 55.38
2005-06 44.97 42.05 46.26 39.97 35.92 30.33 40.90 49.95 55.32
2006-07 37.52 41.95 46.57 38.38 36.61 32.87 47.16 52.20 59.72
2007-08 42.92 42.33 53.59 40.49 40.02 36.15 49.38 57.90 60.82
2008-09 52.58 45.73 56.73 41.00 43.24 32.46 58.37 47.86 54.00

Source: Calculated from the data provided by the official website
Co-operation, Got. Of India

in cost of cultivation is mainly due to the increase
in wage rate. But based on the secondary data we
can find out that the share of labour cost in total
operational cost is continuously increasing over
the year, as it is presented in given below tables
(Table 8). Table 7, 8, 9, and 10 are depicting the
share of labour cost in total operational cost for the
major crops; Paddy, Wheat, Sugarcane and Cotton
respectively.

As it is clearly depicted from the above table that
how the share of labour cost is increasing over the
year which in turn the increasing cost of cultivation
for almost all the field crops over the year. As it
is clearly depicted from the given below graphs
that how the cost of cultivation has increased over
the year, the total cost of cultivation of paddy
crop during 2005-06 was I 25162.96, 29256.98, and
% 20153.8 in West Bengal, Andhra Pradesh and Uttar
Pradesh respectively, and it goes up to < 33046.1,
40450.2, and 27106.11 during the year 2008-09. The
same trend is depicted for the other crops also.

Thus on the bases of these data we can say that
the increase in share of labour cost is due to the
continuous increase in minimum wage rate for
agricultural labourers and this increase in wage rate
is due to the hick in per day wages of MNREGA,
as we have already discussed earlier that there is
a positive correlation between the MNREGA wage
rate and Agricultural minimum wage rate. In the
given below table it is clearly depicted that how
sharply the share of labour cost in total operational
cost is increasing almost in every state of the
country.

ISSUES AND CHALLANGES
The MNREGA is undoubtedly an innovative piece

of Directorate of Economics and Statistics, Department of Agricultural
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of legislation that has no parallel programme
anywhere in the world. From the available literature
it is evidenced that MNREGA has created positive
impact on generating employment in rural areas.
Even though Indian government is implementing
and monitoring the Rural Employment Programmes
in a successful way there has been some minor
defaults arising in some places. Eradicating poverty
is a complicated process, which requires cooperation
from local like communities, towns, national
governments, NGO’s, international institutions
etc. There is no quick remedy for the poverty, and
wage employment scheme like MNREGA is not a
complete solution for poverty eradication. There are
some important issues related to MNREGA which
needs emphasis for policy implication.

¢ The major objective of MNREGA is to enhance
the livelihood of rural poor through providing
wage employment and poverty reduction. But
the ground reality is that due to continuous
increase in cost of living and inflation the
real income of the people who are working
under MNREGA is decreasing, and whatever
increment in minimum wages under MNREGA
scheme government is giving is just an illusion
and observed by the inflation and high cost of
living. So if the real income of people in place
of increasing it is continuously decreasing over
the year then how one can say that after the
implementation of MNREGA rural poverty has
decreased.

¢ Due to continuous increase in MNREGA wages
agricultural wages are also increasing. Earlier
we have proved that there is positive correlation
between MNREGA wages and agricultural
wages, so as MNREGA wages is increasing
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Fig. 3: Increase in cost of cultivation of Paddy crop over the year (3/ha)
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agricultural wages are also increasing, which
in turns increasing cost of cultivation for field
crops which again will enhance the prices of
farm produce which may create food inflation,
and again the question will arise the people
living under BPL how they will fulfil their basic

consumption requirement.

On the other hand, due to continuous increase
in MNREGA minimum wages more and
more number of labourers is shifting from
agriculture to MNREGA, which is creating
scarcity of labours for agricultural operations.
Various studies have already proved that
how MNREGA is snatching labourers from
farm. Majority of marginal, small farmers
and landless farmers are going for job under
MNREGA, and the fact is that more than 70%
of our farmers are marginal and small farmers,
so if all will go for working under MNREGA
then Who will do agriculture?. Due to this
shift it is oblivious agricultural production will
get affected, and various studies had already
proved that there is a positive relation between
agricultural production and poverty reduction.

One side MNREGA is snatching labourers
from agriculture due to higher wage rate,
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Source: Official website of Directorate of Economics and Statistics, Department of Agricultural Co-operation, Got. of India

on the other side it also increasing the cost
of cultivation for the crops because due to
increment in MNREGA wages, agricultural
wages are also increasing because for getting
labour for agricultural operations farmer has
to pay at least that minimum wages which is
equivalent to MNREGA wage rate otherwise
he won’t get labours, and automatically
agricultural production will get affected. One
can think that labour saving machineries and
new technologies can solve the problem of
labour scarcity, but it is not possible for all
the categories of farmers and for all the states.
As we all are aware that these machinery and
equipments how costly they are, there cost of
purchasing and then cost of maintenance is
more than the human labour cost.

The labour crunch is likely to fuel demand for
expensive mechanical sowing devices, known
as transplanters, among the already capital-
intensive farmers of Punjab and Haryana.
But their labour-saving advantage has to be
weighed against the serious problem of “soil
compaction” caused by heavy agricultural
machinery. Over-use of tractors, harvesters and
other machines in paddy fields has reduced
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soil fertility, enhanced erosion and reduced
water and nutrient use-efficiency. Then again
agriculture sector will be the sufferer, which
will affect all the sectors and economy of the
country.

These all issues are related with each other, which
creates a viscous circle of poverty. Because if
Government will implement such schemes like
MNREGA for poverty alleviation and providing
employment to rural poor, if the wages under these
schemes is higher than the agricultural wages then it
is oblivious that labourers will shift from agriculture
to MNREGA which in turns labour shortage
for agriculture. For getting back labourers from
MNREGA, farmers has to pay more than MNREGA
wages or at least equal to MNREGA wages, due to
this increase in wages, the cost of cultivation will
go up, which affect prices of farm produce. If the
farm prices will go high then how vulnerable group
or the people who are living under below poverty
line how they will survive and again the problem
of poverty will arise. The big question here is that
can MNREAG alone solve the problem of poverty
alleviation.

Policy Measures

¢+ NREGA wages should be indexed to the price
level, using the consumer price index for
agricultural labourers (CPIAL).

¢ Works taken up under MGNREGA should be
planned in such a way that labours are strictly
employed for the scheme after the sowing and
harvesting seasons of Rabi and Kharif crops
are over. This planning has to be done at the
panchayat, block and district levels depending
upon the cropping pattern of the respective
regions.

¢ Acute paucity of farm workers is also among
the reasons why more and more farmers are
quitting agriculture. Let us not forget that
60 per cent of those who seek guaranteed
employment are marginal farmers owning
small tract of tract of land. So there is the need
to freeze MNREGA during peak periods of
farm operations.

¢ MNREGA scheme should be based on the
enhancement of agricultural production and
creation of permanent assets like production
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of manures and bio-pesticides unit, market
infrastructure, construction of seed storage bins,
shelter for cattle and poultry, irrigation channels
and soil conservation activities etc.
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