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No. M-12014/8/2006-NREGA (Part)
Government of india
Ministry of Rural Development
{Mahatma Gandhi NREGA Division)

Krishi Bhawan, New Delhi
Dated the 4™ March, 2010

To

The Principal Secretary/Secretary
(Rural Devetopment)
All States/UTs

Dear SirfMadam,

With a view to infusing transparency and enhancing the integrity of wage
payment under Mahatma Gandhi NREGA, and also to encourage savings among
the rural poor, Schedule Il of Mahatma Gandhi NREGA Act has been amended to
make wage disbursement to Mahatma Gandhi NREGA workers through institutional
accounts in Banks or Post Offices a statutory requirement. Accordingly, as of now
8.60 crore Mahatma Gandhi NREGA workers accounts have been opened in the
Banks and Post Offices. About 82% of wages i.e. nearly about Rs. 16850 14 crores
of wages have been disbursed through these accounts up to December. 2009
constituting 70 per cent of the total expenditure under Mahatma Gandhi NREGA.

2. The pace of financial inclusion under Mahatma Gandhi NREGA has
surpassed the pace of institutional outreach of Banks and Post Offices as well as
their current capacity to manage such a large number of accounts. This has led to
delay in wage disbursements which legally entails payment of compensation. {tis
imperative therefore that the twin legal mandates of wage payments within the
stipulated 15 days as well as of wage disbursement throcugh institutional accounts be
scrupulously adhered to.

3. To strengthen the institutional outreach for Mahatma Gandhi NREGA wage
disbursement the option of the Business C rrespondence model has been under
discussion for some time. While this model holds potential for reaching out to
Mahatma Gandhi NREGA workers in yetl un-reached areas, the service charge of
2% sought by the Banks for appointing business correspondents has discouraged
State Governments from using the model ‘

4, As a result of several discussions, it has emerged if a Bank takes the
initiative, it would be possible for it to absorb the business correspondent ser¥ice

_ costs within the float available from the volume of funds placed with it.

5. Accordingly, States may identify unserved areas where the BC model may be
required and discuss with-banks the possibility of extending the BC model in these
areas. The possibility of using Self Help Groups in this may alsg.be examined.
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6. To ensure that.there.are no backlogs in wage disbursements the DPCs wilk

ensure that the Gram Rozgar Diwas will be heid compulsorily every.month on @ pre
.announced date 2t tho Gram Panchayat level in which all the Mahatma Gandhi
NREGA workers will be called and all issues pertaining.to wage payments will be
resolved.. For this purpose, the. District Programme Coordinator will deploy the
sgministrative resource available in the district like the Revenue personnel for
monitoring timely payments. This system of monthly verification for the wage

payment will be compuisory implemented through out the State.

7. Any delay in wage payments by any agencies/ persons or any unfair means in
wage payment which deprives the workers of their due wage amount will.be
punishable under Section 75 of the Act. The District Programme Coordinator will be
responsible for invoking this section to ensure that the DPC/s function under Section
14 (2) of the Act is properly discharged. Appropriate compensation will be payable
to NREGA workers in case wages are paid beyond 15 days of work done The
institutional agency responsible for delay in wage payment to administrative
machinery or the financial institution whichever the case may be, will be responsible

for paying the compensation.

Yours sincerely,
7

(AMITA SHARMA)

Joint Secretary



