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Keeping track of
wage payments for

rural jobs

BY VISWANATH PILLA
viswanath.p@livemint.com

HYDERABAD
It was conceived as a vehicle

to promote financial inclu-
sion by taking banking services
to the unbanked poor, harness-
ing information and communi-
cations technology to ensure
the benefits of public weifare
programmes reach those they
are intended for by plugging
leakages.

The Andhra Pradesh Smafit
Card Project, launched in 2007,
is now helping nearly 12.7 mil-
lion poor people across the
southern state to get timely
payment of wages under the

ral Employment Guarantee Act
(MGNREGA), which promises
100 days of work a year to at
least one member of every ru-
ral household, and social secu-
rity pensions at their doorstep.

The project has five stake-
holders—the state government,
banks, technology service pro-
viders, business correspond-
ents and beneficiaries.

The government releases the
funds meant for payment of
wages and pensions to the
banks, and provides details of
the beneficiaries. In turn,
banks open no
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“The government of Andhra
Pradesh conceived it as a fi-
nancial inclusion project. Peo-
ple have to get access to the
service of the bank. So we have
to unleash the power of the in-
formation and communica-
tions technology. Information
and communications technolo-
gy has opened up the possibili-
ty for all of us to extend the
services up to ‘the village
point,” Prasad said. i

The project has been extend-
ed to 21,812 gram panchayats
(village councils) across 23 dis-
tricts in Andhra Pradesh, its
biggest contribution being to
reduce léakages and fraud in
administering MGNREGA.

“Barlier, we were mak.mg
payments and nothing could
be said about them. Due to
manual payment, whether pay-
ment was really made or not
couldn’t be ascertained,” Pra-
sad said. “Now we have a feed-
back system, wherein we’ will
get a disbursement file, which
says where, when and to whoom

- the payment

“frills accounts

and issue
smart cards.
The  smart

cards, contain-
ing a magnetic
strip to enable
identification,
authentica-
tion, data stor-
age and appli
cation process-
ing, axe distrib-
uted to
beneficiaries
by business

funds electronically to the ac-
counts of business correspond-
ents, who relay the moncy to
customer service providers ap-
pointed in every village Counml
for paying the benefici

Unlike at bank l)mn(hce or
post offices, there are no spe-
cific timings to withdraw mon
ev. The beneficiaries need not
waste time and money on trav-
el and waiting in long queues
at banks and post office

branches to get their payments.
The biometric authenticarion
process eliminates the risk of
fraud.

The beneficiaries

hand their

on a machine for authentic,
tion and make payments. The
machine then generates a
printout of the receipt and in-

ntly updates the payment
systems of banks, and MGNRE-
GA and social security pension

'wd up with t
providers to build s
enrolment,

bility of fraud, difficulty
onciling, and delays in }mv
ment. So to avoid all these

are-

The Smart Card
Project is helping
nearly 12.7 million

poor people in

Andhra Pradesh

to get timely
payment of wages

correspondents. Banks transfer

was made.”

The project
had its share of
difficulties " in
getting off the
ground. Some
banks were not

. geared to han-
dle the project,
which was de-
layed by two
years. To en-
courage banks,
the state gov-
ernment  of-
fered to pay

them a 2% comnission on all
payments made.

lhe state government re-

placed unwilling banks with

proactive ones and adopted a

one-district-one-bank  model
to administer the project in
consultation with the state lev-
¢l bankers committee. Twelve
banks have come on board.
“Banks have the mandate to
extend financial inclusion to
yll{@géglhat have a population

02,000 people. So for the ex

tension of financial inclusion

in the country, the Andhra
Pradesh Smart Card project
has worked as the breeding

ground,” Prasad said.

With the project proving suc
cessful, banks have started of-
ng other products and serv-
-es like fixed deposits,
ance and loans to rural cus
tomers. The state is now

insur-

wmkmg Closely wnh bﬁn]w and

m»ges (uvd pewsml s (o
in remote tribal hamlets
ing telecom connections.

Andhra Pradesh
government’s smart card
scheme has allowed the
state to accurately disburse
payments to individuals in
remote areas




