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  Appraisal of Labour Budgets :  

Record of issues discussed and decisions taken in the Meeting of the Empowered 

Committee on Labour Budget, held on 27
th

 March 2008 

 

1.  The Labour Budgets(LB)  of the following States were appraised in a meeting of the 

Empowered Committee, chaired by Secretary RD.  

 

i) Uttar Pradesh 

ii) Chattisgarh 

iii) Orissa 

iv) Madhya Pradesh 

v) Andhra Pradesh 

vi) Rajasthan 

vii) Tamil Nadu 

viii) West Bengal 

 

List of participants is enclosed. 

 

2.  The basic principles for assessment of  the feasibility of the Labour Budget were 

decided as follows: 

2.1.  Projection of rural households (HH) demanding employment: 

 

a)  If LB labour demand is above rural the household (HH) census 2001 then the demand 

for 08-09 would be capped at the existing 07-08 employment provided.  This is because 

even while there would be admittedly an increase in the rural household population 

since the last census in 2001, it is difficult to accept the assumption that all rural 

households would be demanding employment under NREGA. 

  

b)  Some districts projected a very sharp increase in employment demand for ‘08-’09, that 

was not justified by any specific contextual reasons.  Such unexplained sharp increases 

may be limited to 50% increase, which gives an advantage on the higher side. If district 

trends in the first quarter show sharp increases, this may be reviewed again.  For 

districts where strong reasons were given for high rate of increase, more than  50%  

may be considered.   
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2.2.   Person days:  

It is likely that there may be a high increase in person days projected for the following 

reasons: 

 

a) Phase Two districts started late, mainly only after October ‘07 and as such had really 

only one working season.    

b) Local administrative factors affected programme implementation in certain districts, ( 

both phase One and Two) as indicated by the State Secretaries, and  impeded optimal 

realization of benefits under NREGA 

c) On an average,  up to  30 days increase in person days from 07-08 was noted  and was 

found  acceptable 

d) In case of exceptional circumstances such as possibility of drought, high migration, a 

little above 30 days increase in person days may be considered. 

 

2.3.   Cost per person day 

a)  The actual cost per person day( 07-08) may be taken as base for   calculating the cost 

per person day.   

b) If the  actual cost per person day( 07-08) is higher than the notional cost per person 

day based on minimum wages, 40% material cost calculated against the full minimum 

wage and a 4% contingency cost, then , the cost would be moderated to the level of 

the notional cost.  Such a notional cost has been used in 07-08 to calculate the 

financial liabilities of the Centre  

c) If the projected per person day cost in the Labour Budget is lower than 2.3 (a) and (b)  

above, then the LB projected per person day cost may be taken.  

d) The Central liability would be assessed at 100% cost of unskilled wages, 75% of 

material cost and 100% of 4% contingency cost.  

 

 

2.4.   Release of first Installment 

a) In-principle approval would be issued for the amount decided for the LB. 

b) An adhoc amount of Rs. 5 crore would be added to the district in the case the district 

has an unspent balance which more than the first installment.  

c) The first installment  would be equivalent to the percentage  projected for the first 

six months of the year in the District Labour Budget, but would not exceed fifty 

percent of the total amount approved in the LB.  

d) The first installment will be approved of in its entirety for the six months as per 2.4 

(b) above, but in view of the limit of the vote on accounts would be released in 

two parts. The first part would be within the available vote on accounts. Balance 

amount of the overall approval of first installment would be released by the 

Programme Division without reference to IFD. 
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3. Based on the principles stated above, issues specific to each States and  the amounts 

approved in the LB for them are summarized as follows: 

 

3.1 Uttar Pradesh:  

      a)  Key Observations on UP’s LB were as follows:  
i) Projected average persondays generated per household noted an increase greater than 

30 days for Banda, Chitrakoot, Hamirpur, Jalaun, Jaunpur, Jhansi, Gorakhpur, 

Lalitpur, Mahoba, Mirzapur, Ambedkar Nagar, Basti, Budaun, Farrukhabad, 

Maharajganj, Mau, Sant Kabeer Nagar, Shravasti and Siddharth Nagar (increase 

between 31 days to 75 days).  

ii) Percentage increase in HH demand in 2008-2009, as compared to 2007-2008, was 

more than 50% for Chandauli, Kaushambi, Ambedkar Nagar, Ballia, Balrampur, Etah, 

Mau, Siddarth Nagar, Banda and Jhansi (demand between 53% to 108%). 

 

b) The issues highlighted by Secretary RD, Govt of UP were as follows: 
i) NREGA implementation really started after October, on account of elections. 

ii) There were severe drought conditions in Bundelkhand and Vindhyachal regions. The 

districts in these regions are drought prone and witness large distress migration.  Their 

work scale and intensity will go up considerably  in ‘08-‘09 

iii) Administrative systems were not fully in place, in terms of personnel, MIS, and this 

has affected the pace of implementation. Now that the State Government is focusing 

on administrative systems on priority, the delivery system will be able to expand 

programme outreach and augment the persondays as compared to the current year. 

iv) The projection of first six months requirements by Lalitpur,   Jaunpur have been 

underestimated by districts and these districts deserve to be given special 

consideration when assessing their first installment releases. 

 

c)  Secretary RD, GoI stated that the Government of UP needs to ensure the following 

administrative action 
i) Instructions on NREGA are to be issued only by the State Department of Rural 

Development. Instructions issued by the Irrigation and PWD Departments on NREGA 

are to be rescinded 

ii) All instructions issued by the State Government are to be in conformity with the Act 

and the National Guidelines and circulars issued by GoI 
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iii) MIS must be put in place by August 08. 

iv) Gaps in deployment of critical Personnel such as engineers, GP assistants must be 

filled, for the scheme to roll out on the scale envisaged in the LB 

d) Based on the discussion, the following decisions were taken on UP’s LB: 
i) Average persondays generated per family were moderated to an absolute increase of 

30 persondays from last year for Gorakhpur, Ambedkar Nagar, Basti, Budaun, 

Farukhabad, Kanpur Dehat, Maharajganj, Mau, Sant Kabeer Nagar, Shravasti and 

Siddharthnagar. For the drought and migration affected districts Banda, Chitrakoot, 

Hamirpur, Jaunpur, Jhansi, Lalitpur, Mahoba and Mirzapur the persondays were kept 

as decided in the meeting.  

ii)  Projected percentage increase in HH demand moderated to 50% for Chandauli, 

Kaushambi, Ambedkar Nagar, Ballia, Balrampur, Etah, Mau, Siddarth Nagar 

iii) First Installment was increased to 20 crore for Lalitpur, Jaunpur due to districts’ 

underestimation of fund flow.  

iv) An ad hoc grant of Rs 5.00 crore would be added to Lalitpur, Mahoba since these are 

drought prone Bundelkhand districts and for Jaunpur, since the district is highly 

migration prone. An adhoc release of 5 crore is also proposed for Gonda since the 

district has a low current balance, an anticipated 1.5 lakh labour will be working in 

March. 

v) The LB approved in principle for UP for 2008-2009 is as at Annexure I. Total amount 

for the state is Rs. 3829.64 crore.  

vi) Of this the total central liability is Rs. 3599.86 crore. 

vii) An amount of Rs. 713.35 crore would be released as first installment. District wise 

amount is at Annexure I. The amount released as first part of the first installment 

would be kept within the Vote on Account limit. 

 

3.2  Chattisgarh 

a)  Key Observations on Chattisgarh’s LB were as follows : 
i)   It is estimated that in phase I districts, on an average, 73 days of employment would be 

provided to a households in 2008-09 as compared to 63 days in 2007-08. A higher 

increase of 43 (from 33 days to 76 days) in employment per households is projected for 

phase II districts, since work started only after October’07. For Korba, Kanker, Koriya, 

districts household demand has been restricted to that of 2007-08. 

 

b) The issues highlighted by Secretary RD, Govt of  Chattisgarh were as follow 
i) Some Phase Two districts started  only after October ‘07 and as such had really only 

one working season.   
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ii) Delivery systems in some districts, such as Mahasamund, and Jangir Champa were not 

able to fully optimise the benefits of the programme.  These systems have now been 

strengthened. 

iii) Some districts that could only provide work in the season from October  ’07 onwards 

are expected to generate higher employment on demand as they are districts with 

traditionally very high migrations such as Raipur.  

iv) Seasonality of employment has been kept in mind in labour forecasting, taking into 

consideration tendu patta plucking, and agriculture harvesting seasons so that 

NREGA will supplement existing employment opportunities and not substitute 

them. 

v) Government of Chattisgarh has not allowed any departmental works to be booked 

under NREGA 

 

c)   Based on the discussion, the following decisions were taken on Chattisgarh’s LB: 
i) The LB approved in principle for Chhattisgarh for 2008-2009 is at Annexure II. 

Total amount for the state is Rs. 1872.85 crore.  

ii) Of this the total central liability is Rs. 1760.48 crore. 

iii) An amount of Rs. 569.05 crore would be released as first installment. District wise 

amount is at Annexure II. The amount released as first part of the first installment 

would be kept within the Vote on Account limit. 

 

3.3   Orissa 

a)  Key observations pertaining to Orissa’s LB were (Annexure III-A): 
i)   Standard projections for all districts in terms of person days 

ii)  Declining performance in ’07-’08 as compared to ’06-07. 

 

b)  The issues highlighted by Secretary RD, Govt of Orissa were as follows: 
i)   Secretary Orissa stated that fund flow had tended to restrict their performance.  He also 

pointed out that the LB s sent by districts had been very high and had been moderated 

by the State Government and hence the standardization of person days.   

ii)  The State Government was in the process of notifying the State Fund. 

  iii)  Administrative system is in place in term of personnel and MIS  

 

c) Based on the discussion, the following decisions were taken on Orissa’s LB: 
i)  It was decided to take a composite view of  Orissa’s performance for ’06-’07 and ’07-08 

as the State needed to optimize the outreach and performance of the programme to 

ensure that the rural poor receive its benefits. 

 

 

 

 

 

 



 6 

ii) The performance of Orissa for ’06-’07 would be taken as base to assess projections or 

’08-‘9. 

iii) An ad hoc grant of Rs 5.00 crore would be added to Angul district 

iv) The LB approved in principle for Orissa for 2008-2009 is at Annexure III. The total 

amount for the state is 1138.0 crore. 

  v)  Of this the total central liability is Rs. 1069.71 crore. 

vi)  An amount of Rs. 317.79 crore would be released as first installment. District wise 

amount is at Annexure III. The amount released as first part of the first installment 

would be kept within the Vote on Account limit. 

 

3.4. Madhya Pradesh 

a) Key observation pertaining to Madhya Pradesh’s LB were (Annexure IV-A): 
i)  The issue highlighted by the Ministry related to the labour demand projection being in 

excess of the rural household data, even if an increase of rural population is projected 

against the Census data of 2001. This needs to be re examined by the State. 

ii) Job card issued should not be the indicator to assess the demand for employment 

iii) Percentage increase in HH demand in 2008-2009 as compared to 2007-2008 was greater 

than the number of rural HH for Balaghat, Barwani, Dindori, Mandla, Sheopur, Katni, 

Panna, Rajgarh. For these districts, the HHs demand has been resitricted to last year’s HH 

demand. 

 

   b)  The issues highlighted by Secretary RD, Govt of Madhya Pradesh were as follows: 
i) NREGA is a demand based programme so BPL should not be the indicator to assess the 

demand for employment. 

ii) The rural population mentioned in the Census 2001 had increased so the demand is more 

than rural population of 200. 

iii) The demand is high due to poverty and of SC/ST population.   

 

c) Based on the discussion, the following decisions were taken on Madhya Pradesh’s LB: 
i) It was decided to take 2007-8 data as the base for 2008-9 projection. If the demand for 

employment is more than rural population 2001 Census data, then consider the demand 

generated in 2007-8. 

ii) An ad hoc grant of Rs 5.00 crore would be added Shivpuri, Burhanpur and Rajgarh 

iii) The LB approved in principle for Madhya Pradesh for 2008-2009 is at Annexure IV. The 

total amount for the state is Rs. 3814.49 crore. 

iv) Of this the total central liability is Rs. 3585.62 crore. 
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v) An amount of Rs. 1095.90 crore would be released as first installment. District wise 

amount is at Annexure IV. The amount released as first part of the first installment would 

be kept within the Vote on Account limit. 

 
3.5. Andhra Pradesh 

a) Key Observations on Andhra Pradesh’s LB were as follows: 
i) Inordinately high labour HH demand projected for Nellore, Srikakulum, 

Rangareddy, Kurnool need to be moderated (62% to 137%). The low (negative) HH 

demand for Guntur needs to be adjusted. 

ii) Projected average persondays generated per household noted an increase greater 

than 30 days for Guntur (71 days increase) and Prakasam (50 days increase) 

iii) Key issues related to high labour demand estimated for Phase three districts.  It was 

decided to confine examination of LB to Phase One and Two districts. 

 

    b)     The issues highlighted by Secretary RD, Govt. of Andhra Pradesh were as  follows:  
       It was noted that AP has a very high rural HH population per district (557459 as 

according to the 2001 census). In 2007-2008, the state provided employment to 44% 

of this population. For 2008-2009, the state has projected a moderate increase of 

10% in the HH demand for employment. 

 The Director, Govt of Andhra Pradesh indicated that the State Government was in 

the process of notifying an increase in minimum wages for agricultural labourers to 

Rs 85 from Rs.80. However, no notification has been received from the Govt. of 

Andhra Pradesh. 

 

c)   Based on the discussion, the following decisions were taken on Andhra Pradesh’s 

LB: 
i) For Nellore and Srikakulum HH demand 2008-2009 for employment was moderated 

to 35% increase of the HHs in 2007-2008, average persondays per HH are 57 days 

ii) For Rangareddy, Kurnool HH demand 2008-2009 for was moderated to 35% 

increase of the HHs in 2007-2008, average persondays per HH are 56 days and 65 

days. 

iii) For Guntur the projected HHs demanding employment were increased to 35% 

increase of the HHs in 2007-2008, average persondays were decreased to 30. 

iv) For Prakasam, one of the more backward districts in the state, the projected HHs 

demand for employment 2008-2009 was moderated to 50% increase of the HHs in 

2007-2008, average persondays were decreased to 30.  
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v) The LB approved in principle for Andhra Pradesh for 2008-2009 is as at Annexure 

V. Total amount approved for the state is Rs. 3255.69 crore.  

     vi)   Of this the total central liability is Rs. 3060.35 crore. 
  vii) An amount of Rs. 1233.57 crore would be released as first installment. District wise 

amount is at Annexure V. The amount released as first part of the first installment 

would be kept within the Vote on Account limit. 

 

3.6.  Rajasthan 

a)  Key Observations on Rajasthan LB were as follows : 
i) The household demand in districts for FY 08-09 has been capped upto existing 07-08 

employment demanded (with the exception of Jalore, Udaipur and Jaisalmer which 

project household demand lesser than rural households). The Labour Budget 

estimates that 89 days (from 68 in ’07-08) of employment would be provided to a 

household. 

 

b) Secretary RD, GoI stated that the Government of Rajasthan needs to ensure the 

following administrative action 
i) The projection for labour demand in excess of the rural household data, even if an 

increase of rural population is projected against the Census data of 2001.   It was 

also noted that almost 80% to 90% of the rural households were shown as 

demanding wage employment, which was inordinately high.  The State Government 

needs to undertake a rigorous examination of such data.  

 

c) The issues highlighted by Commissioner , NREGA, Govt of Rajasthan were as 

follows: 
i) Commissioner (RD) Rajasthan indicated that in Rajasthan there was a tradition of 

wage employment and the State had indeed provided employment to a very high 

number of rural households. 

ii) He also informed that the State Government has notified an increase in minimum 

wages for agricultural labourers to Rs 100. However, no notification has been 

received from the Govt. of Rajasthan. 

 

   d)    Based on the discussion: 
i)  The LB approved in principle for Rajasthan for 2008-2009 is at Annexure VI. The 

total amount for the state is Rs. 1577.38 crore. 

ii) Of this total central liability is Rs. 1482.74 crore. 

iii) An amount of Rs. 582.35 crore would be released as first installment. District wise 

amount is at Annexure VI. The amount released as first part of the first installment 

would be kept within the Vote on Account limit. 
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3.7.  Tamil Nadu 

a) Key Observations on Tamil Nadu’s LB were as follows(Annexure VII-A): 
i)  In TN the districts of Nagapanttinam, Tiruvannamalai, Tiruvnel and Tiruvarur   

projected a high increase in employment demand without any justification.  These 

may be moderated to 50% against current year.  

ii) The State has not added a 4% contingency charge to its cost.  This should be added.  

b) The issues highlighted by Deputy Director RD, Govt. of Tamil Nadu were as  

follows: 
     i)   The fund flow had tended to restrict their performance.  He also pointed out that the 

LBs sent by districts had been very high and had been moderated by the State 

Government and hence the standardization of person days 

c)   Based on the discussion: 
i) The LB approved in principle for Tamil Nadu for 2008-2009 is at Annexure VII. The 

total amount for the state is Rs. 820.21 crore. 

ii) Of this the total central liability is Rs. 770.99 crore.  

iii) An amount of Rs. 323.91 crore would be released as first installment. District wise 

amount is at Annexure VII. The amount released as first part of the first installment 

would be kept within the VOA limit. 

 

3.8. West Bengal  

a)  Key Observations on West Bengal Labour Budget were as follows (Annexure VIII-

A): 
i)  On an average, the Labour Budget of West Bengal indicates a 8% widening of the scale 

of labor demand and an increase from 18 to 37 days of employment to a household.  

ii) For Darjeeling district, Labour Budget projected 199% increase in households 

demanding employment from 07-08, which has been moderated to 50%. Average 

persondays of employment per households is fixed at 42 (30 days more from last year) 

instead of 99 days projected by the Labour Budget. 

b) The issues highlighted by Deputy Secretary, Govt of West Bengal were as  follows: 
i) The Deputy Secretary RD, West Bengal indicated performance of NREGA in 

Darjeeling suffered in FY 2007-08 because of law and order situation.        

ii) He highlighted that phase II districts, work started only in September’08 hence the 

projected increase in average employment days per households could be allowed for. 

He also indicated that the State Government has notified an increase in minimum 

wages for agricultural labourers to Rs 75.    

iii) An ad hoc grant of Rs 5.00 crore would be added to Uttar Dinajpur as the funds in 

these districts appeared low  
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c) Based on the discussion:  

 i)  An ad hoc grant of Rs 5.00 crore would be added to Uttar Dinajpur 

ii)  The LB approved in principle on basis of 2.3 (a) for West Bengal for 2008-2009 is at 

Annexure VIII. Total Amount approved for the state is Rs. 1628.19 crore.  

iii)   Of this the total central liability is Rs. 1530.50 crore.   

iv) An amount of Rs. 505 crore is reported as unspent upto middle March. Because of high 

unspent balance, the amount to be released as first installment gets limited to Rs. 

255.09 crore. The Government of West Bengal may review its position of unspent 

balances and if this is found to be lower than the current reports show, the amount to 

be released as First Installment may be reviewed accordingly. District wise amount is 

at Annexure VIII. The amount released as first part of the first installment would be 

kept within the Vote on Account limit. 

 

4. The Second tranche  (October to March.) would be released on the basis of the State 

complying with the following conditions 

i)  Physical:   Actual performance compared with LB projections 

 ii)  Financial 

a. Atleast 60% expenditure  

b. Centre is informed before wage rate change as it   impacts  Central share 

c. Compliance of Ministry’s instructions on SOR: impacts  Central share 

d. Notify State Fund for inter-locking State Accountability for better fund management at 

State/District levels 

iii)  Administrative 
a. Staffing as per GOI’s instructions to be in place 

b. Monitoring and Vigilance 

c. 100%10%, 2% Monitoring done at Block/District/ State levels: 100% muster rolls to be 

verified 

d. MIS to be fully operational.  Authentic MPRS 

iv) Transparency and Public Accountability 
a. Social Audit of all works. 

b. Disposal of complaints and action against willful defaulters 

c. Accounts to be opened in Post Offices/ Banks for wage disbursement 

v) All Documents and conditions as per existing guidelines 

 

5. Independent Appraisals on sample basis would be conducted to assess the quality and 

integrity of field processes and the data reported and their findings would be used to 

determine the quantum of Central assistance to be released as incremental installments.  

        

      Amita Sharma 

         Joint Secretary, (NREGA)   

 


