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EXECUTIVE SUMMARY

Objectives and Methodology

1. Anti-poverty programmes constitute an important dimensions of the public policy thrust to bring about rapid reduction in rural poverty, and absorb a significant chunk of financial resources. Two major changes have occurred in the poverty alleviation strategy in recent years. Anti-poverty programmes, such as those based on wage employment and credit-cum-subsidy self-employment have been rationalised and significantly modified. Further, these programmes are now the responsibility of the local bodies (panchayati raj institutions) which is expected to influence their performance. The purpose of this study is to evaluate selected anti-poverty programmes in the light of these changes.

2. The main objectives of the study are (i) to study the impact of selected anti-poverty programmes on the rural poor in Uttar Pradesh; (ii) to study the impact of recent institutional changes on the selection of poor beneficiaries, and the selection and implementation of schemes; (iii) to study the problems of especially vulnerable poor and the impact of anti-poverty programs on them; (iv) to evaluate the efficiency of the programs and to study the constraints which lower their efficiency. The categories of programmes taken up for study are (a) wage employment programmes; (ii) credit-cum-subsidy based self-employment programmes; (c) housing programmes; (d) land distribution programmes; (e) pension schemes for the old, the disabled and widows.

3. A two stage sampling design has been adopted for the selection of sample villages. In the first stage, ten districts have been randomly selected. In the second stage, two villages have been selected randomly from each of the sample districts. A number of study instruments such as (a) census survey of the households; (b) village schedule; (c) sample beneficiary survey; (d) focus group discussions; (e) case histories; (f) participatory wealth ranking, have been used in the study.

Coverage of Anti-poverty Programmes

4. The programmes taken together cover 27.1 percent of the rural households. But using a number of different indicators, we confirm that a sizeable proportion of the rural poor have not been covered till date under any of the programmes.  About 70 percent households in the lowest two quintiles in terms of per capita consumption, had not received any coverage. On the other hand, a sizeable proportion of those who have received coverage are not poor.

5. The participatory wealth ranking exercises and the detailed information on the sample beneficiary households also confirms these conclusions.

6. Among the individual programmes, the pension schemes were the best targeted among the poorest households, whereas the wage employment and land distribution programmes were also relatively better targeted among the poorer households. The self-employment programmes were the least well targeted. But in each case, a fairly large proportion of households covered was non-poor by any criterion.

Self-employment Programmes

7. The study largely covered individual beneficiaries, since only two self-help groups had been formed in one of the study areas and these, too had also not started any regular activity.

8. Although half the sample beneficiaries were from the SC/ST, several different criterion show that many of the beneficiaries were not poor. For instance, after excluding income from self-employment programmes, 29.8 percent households had annual incomes exceeding Rs. 20,000.

9. At the time of the survey, 41.3 percent of the assets acquired through the credit-cum subsidy loans were still surviving. The percentage of surviving assets was only 24.5 for loans taken before 1990 and 41.8 for loans taken between 1990 and 1995. For loans taken after 1995, nearly half the assets (49.5 %) were still reported to be surviving by the respondents. Asset survival was highest for irrigation assets (81.9 %) and lowest for trade related assets (23.8 %). In general, asset survival was also related fairly strongly to the socio-economic status of the beneficiary household (income, consumption, land ownership etc.) 

10. The transactions costs for the borrowers were extremely high, mainly consisting of amounts paid for processing the loan application, deductions/payments for getting the loan sanctioned, and rounds made of the Block office and Bank. Bribes and deductions ranged from about 5 percent to 35 percent of the loan sanctioned in most cases. In some cases, the amount reached half or more of the loan sanctioned. 

11. In about 55.7 percent of the cases, loans had been repaid in full and on time. In about 33.6 percent of the cases, there was partial default at the time of survey. In the remaining 10.7 percent cases, total default had occurred and Chalans had been issued. In a majority of such cases, defaulting borrowers had eventually sold existing assets or incurred fresh debt to repay the loans. In about a quarter of the defaulting cases, the defaulters had not been able to repay the loan, had been in jail, or had migrated. Thus, in a majority of cases, loans had to be repaid either through asset adjustments or further debt, increasing the vulnerability of poor households.  This, together with the fact that the proportion of defaults was greater among the relatively poorer borrowers, constituted the single biggest weakness of the programme. The relationship between economic status of the beneficiary households and their default status shows that complete defaults are generally the highest for the poorest beneficiaries, in terms of income, per capita consumption, or land owned. Thus, these beneficiaries are exposed to the highest risks and the penalties associated with default to the greatest extent. 

12. A total of 155 households out of the 447 beneficiaries analysed here reported any increase in household incomes during the reference year as a result of the credit. The average rate of return on loan was found to be 13.3 percent, with the return on trading enterprises again being the highest (16.3 percent) and that on manufacturing being the lowest (7 %). The rates of return obtained by poorer households are generally found to be lower than the average rates of return. Beneficiaries in the very poor category earned a return of only 5.5 percent compared to the average return of 13.3 percent. This was also true for the beneficiaries in the lowest income categories. 

13. The survival of the enterprise and the possibility of high returns was found to be linked to (a) favourable market conditions; (b) familiar skills and entrepreneurial talent; (c) the nature of the enterprise; (d) the institutional environment.

Wage-employment Programmes

14. Among the wage employment programmes, the primary objective of the JGSY is the building of rural infrastructure, while the EAS focuses on employment safety net. The quality of material used in the public works was often sub-standard and the specification of the works were nor maintained. In a few cases, renovations were shown as new works.

15. Less the 8 percent of casual labourers in the study villages received any employment in these programmes and the average days of employment for such beneficiaries was only 14.8. Hardly any female labourers were employed. Wages were higher than the legal minimum in some of the villages in the Western and Hill regions and lower than this level in the other study villages. Their were several complaints of under- or non-payment of wages in these villages.

16. The main problem is that from the limited funds available, any thing from a quarter to half or more than half of the funds are not spent on meeting either of the two main objectives and are ‘leaked’. This leads to compromises in both the quality of public works and the employment created. On the whole, the impact on employment and wages was naturally much less than what would have been the case if funds had been well spent. In fact, the burden of the distortions in the programmes ultimately fell on the potential employment and earnings of the labourers. This is apart from the fact that the total quantum of spending on employment was inadequate in providing an adequate measure of employment security to the labourers. 

Housing Programmes

17. The housing programmes now absorb the second highest quantum of resources after the wage employment programmes. The India Awaas Yojana dominates the phalanx of housing schemes and was the only one observed in the study villages.

18. Although the programme was found to be reasonably well targeted among the SC/ST, by the income criteria, about 20 percent of the beneficiaries were ineligible. More than twice as many beneficiaries were above the State poverty line in terms of per capita consumption expenditure.

19. Most beneficiaries who had received assistance lately had been able to construct serviceable houses by addition of their cash and kind resources. But deductions were high (about 15 percent of the grant) and the quantum of grant was now considered inadequate by most beneficiaries.

Land Distribution

20. The land distribution programme covered the largest number of beneficiaries for any programme category in the study. Sixty-two percent of the beneficiaries were from the SC/ST, while the OBC formed 31 percent of the total. Just over a quarter of the beneficiary households currently had a household income exceeding Rs. 20,000 while about two-third of the households had an income level below Rs. 15,000. 

21. The main category of land received under the programme was gram samaj land. The land allotted was generally of poor quality. Government financial assistance was received in only 7.5 percent of the cases. Since allottees attach considerable value to the land allotted to them they had spent considerable resources, both in the form of their own or family labour, in improving the quality of land allotted. Allottees spent far more on land improvement from their own pockets than was received from the government.

22. Whereas the prescribed procedure to identify beneficiaries was followed in some villages, in many cases bribes paid the pivotal role in their selection. Thus, while some of beneficiaries got the patta without spending any money, most had to make payments to the Pradhans, the Lekhpal, other Tahsil officials, the Police, and other middlemen. Despite these and other problems, the programme is still valued by the poor who are able to improve the productivity of the poor quality land allotted to them through their labour and resources. 

Pension Schemes

23. The study covered all the pension schemes operational in the rural areas – the State assisted Kisan Pension Scheme and widowhood pension scheme along with the disability pension scheme and the National Old Age Pension Scheme covered by the NSAPA total of 211 beneficiaries of pension schemes were interviewed in the study. These included 36.5 percent males and 63.5 percent females. The distribution of beneficiaries by household income level shows that 21 percent had incomes exceeding Rs. 20,000 per year while 58.1 percent fell in the poorest category with incomes below Rs. 10,000 per year. 

24. On the whole, these schemes have provided some succour in the form of social protection to the old, the disabled and the widowed poor and has enhanced their self-esteem and economic status. However, several problems in the implementation of the programme were reported by the beneficiaries. Two-thirds of the beneficiaries reported some problem or difficulty in getting pensions regularly and in full. Among these, sixty-two percent of such beneficiaries felt that these problems were substantial.

25. Financial resources are not available in the programmes to cover all the eligible beneficiaries which compounds some of the above problems. In the focus group discussions, it was generally felt that since the recipients of assistance under NSAP are from among the most poor and helpless people, and since the pensions were not indexed, there was a strong rationale for raising the amounts. Further, it was felt that all those who were eligible for these pensions should be able to get them.

Comparison of Programmes

26. Field observations, interviews and group discussion have been used to categorise village-wise and programmes-wise responses regarding the process of implementation of poverty alleviation programmes and their perceived benefits.

27. In terms of the ‘process’ indicators. only a small number of villages have been rated as ‘good’ with hardly any difference across programmes. The number of villages varies a little for ‘satisfactory’ rating, with 6 villages categorised as satisfactory in the case of the Indira Awaas Yojana, and five villages each falling in this category in the case of the SGSY, Land distribution and pension based programmes. The largest number of villages – ranging from 55 percent in the case of IAY to 70 percent in the case of JGSY are in the ‘poor’ category. Thus, although exceptions do exist, the programmes have generally functioned below par in most of the study villages.

28. In terms of the perceived benefits and impact, SGSY is the only programme which is assessed to have an overall negative impact in four of the study villages. JGSY is assessed to have had a low impact in as many as 15 (75 %) of the study villages with a moderate impact in two villages and a fairly high impact in three other villages. The assessed impact of IAY is far more positive, with a ‘fairly high’ impact on beneficiaries in 70 percent of the study villages and a significant impact in 10 percent villages. The impact of land distribution programmes is considered to be even better, with an overall ‘fairly high’ impact in 55 percent study villages and a ‘significant’ impact in 25 percent study villages. However, the impact of pension schemes has been assessed most favourably with a significant impact on beneficiary poor households in all the study villages.

The functioning and the Role of the PRIs and the Development Bureaucracy

29. The democratic functioning of the PRIs, which is the fulcrum of their activity, is still quite weak in most of the study villages, although there are some variations from panchayat to panchayat. Electoral malpractices lay down the foundation of weak democratic functioning. Gram Sabha and panchayat meetings are irregular, minutes are not properly recorded, and participation of the poor is low.

30. The weakness in the democratic process provides room for the Pradhan and the bureaucracy to manipulate the names of beneficiaries and to select schemes of their choice. In some of the study villages an initial list of beneficiaries was prepared in gram sabha meetings. In all other cases, lists were prepared by the Pradhan and in almost all the study villages, the Pradhan, the village-level government functionaries and other bureaucrats, and various other middlemen were the ultimate arbiters of who the beneficiaries would be. Except in four or five panchayats, names rarely found place on the list of beneficiaries of the IRDP, IAY or land distribution programmes unless the potential beneficiary happened to be exceptionally close to one of them or money had changed hands. Similarly, schemes to be taken up under the JRY or other programmes are rarely finalised in the gram sabha meetings, and exceptions to this are few and far between. 

31. Panchayat receipts and expenditure, which are supposed to be boldly displayed by the gram panchayats, on banners/hoardings were shrouded in secrecy. There was hardly any respondent in the study villages, including some gram panchayat members who could accurately report on this. In some panchayats, issues relating to receipts and expenditure on schemes had been briefly raised in the gram panchayat meetings and there were some individuals who were aware of the broad details. In some cases the Pradhan claimed that even he was not aware of the details as the records and accounts were fully managed by the Panchayat Secretary.

32. Once the name of the beneficiary has been finalised (without payment of bribe in a minority of cases, as reported earlier), papers have to be processed and the loan/grant/pension is released through the bank in the case of SGSY/IAY or the post office. The final release is almost always subject to a hefty deduction by the various intermediaries – the Pradhan/Bank officials/Block functionaries/professional middlemen. In the case of public works executed under JRY or similar schemes, Pradhans have been almost invariably responsible for overseeing their execution. As discussed earlier, the material used is often of poor quality, and labour is either not employed or is underpaid. However, the corruption and ineptitude of the panchayats should not be over-emphasised. In the two Hill panchayats, the Pradhans provided effective leadership over a strongly democratic village body, but faced constraints from the development bureaucracy. In another district, the woman Pradhan was able to inspire confidence among a large section of the village community and push forward a development agenda. 

33. Going by the assessments made above, it is clear that the gram panchayats have done poorly on a number of counts. But it would of course not be fair to prejudge the issue and conclude that all panchayats have fared poorly. In fact, our study shows a range of experiences and dynamics, although it also highlights some of the general constraints. In order to examine this issue more closely, the study evolved some criteria for ranking the panchayats. Points were given to panchayats along three dimensions – democratic functioning, efficiency and transparency and the total marks obtained by each panchayat was used to rank each of the panchayats. Not surprisingly, most of the study panchayats (75 percent) rank in the ‘Unsatisfactory’ (12) or ‘Very Unsatisfactory’ (3) category. But two achieve a ‘Good’ rank while three achieve a ‘Very Good’ rank. Of the five well functioning panchayats, two were in the Hill region, and one each were in the Western, Central and Eastern regions. Notably, two of the best functioning panchayats in the sample were headed by women Pradhans. These two successful women Pradhans had significantly different profiles, yet they performed reasonably well as leaders of their respective panchayats.

34. Since panchayat funds were widely believed to have been mismanaged, we considered it important to find out whether people considered it better that these funds were managed by the Block officials, as was previously the case. In fact, most respondents were in favour of devolution of funds to the panchayats but supported joint management (by the pradhan and Block Development Committee member (BDC); by the Pradhan and the panchayat members etc.). 

35. It is quite clear that despite the limited devolution that has occurred, the Block functionaries continue to have the upper hand in the selection of beneficiaries, and sanctions and disbursement of assistance. 

Policy Suggestions

36. It is clear that significant changes are still needed in shaping the nascent devolutionary process. These include changes in electoral practices, training and capacity building of elected members and other functionaries,  bringing the panachayat functionaries under the administrative control of the elected officials, setting up of an independent oversight body etc.

37. The identification of poor households forms  the corner stone of the direct anti-poverty strategies. It is worthwhile seeing whether an indicator based criteria, built up through participatory exercises, can be used in place of the present income criterion, to identify poor (BPL) households by a body of surveyors working with the community. Once the gram sabhas prioritise beneficiary names, it should be ensured that these lists cannot be manipulated by the village or Block functionaries (which ultimately erodes the confidence of the community in these meetings).

38. There is an urgent need to expand the wage-employment based programmes in poor areas and address some of its design weaknesses, which have led to distortions and weaknesses. It is recommended that all such programmes, including the MPLAS and the MLALAS be integrated and progressively targeted. The funds available for such programmes should be enhanced and a minimum employment guarantee should be provided. Further village level schemes should be based on integrated five year planning exercises and the flow of funds should be smooth.

39. The self-employment programme should strictly avoid a target oriented approach for SHGs. The SGSY design also needs a review. In particular, the issue of whether public subsidies are best utilised as individual subsidy needs to carefully considered, both in the light of past experience which show that individual subsidies are prone to capture by the various intermediaries, and the experience of other programmes which show that other SHG based programmes have worked well without individual subsidies.

40. We have argued earlier that the although the grant based housing scheme has worked well, the increasing expenditure on the scheme, without any specific goal, such as the provision of housing only to the shelterless, or those living in very poor housing conditions, is likely to lead to major distortions in the utilisation of public subsidies in poverty eradication. This is because the individual subsidies in the case of housing are much larger than those available for any other type of anti-poverty programme. The extent of misutilisation of these subsidies (by including the less poor or the non-poor in the beneficiary lists) is also at least as large as in other programmes. 

41. Finally, with respect to land reform programmes, it is evident that the poor value even the small, low fertility holdings acquired through the programme. The state still has a lot of cultivable fallow and absentee landownership. Steps taken to accelerate the transfer of land to cultivating small holders and the poor will undoubtedly impact on poverty and agricultural development. Moreover, steps should be taken on a priority basis to concurrently provide allottees with a package consisting of credit, complementary inputs and land improvement. However, the issue of land reform is linked to providing greater access to land to the direct producers through tenancy reform and other measures. Steps should be taken by the State to invigorate the sluggish land market and provide long term concessional credit to poor households to purchase land.

42. Finally, the enormous leakages, sometimes up to half or more of the public expenditure, run like a thread through all the anti-poverty programmes. This implies that in order the improve the efficiency of the anti-poverty programmes, governance issues have to be put centre-stage in the State. 
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