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Foreword

India has initiated massive economic
development and safety net pro-
grammes over the past two decades. It
has, for example, moved from universal
food subsidies to targeted food subsi-
dies and back again to a near-universal
programme. Some programmes have
been able to target beneficiaries more
easily, for example conditional cash
transfers for hospital delivery. And oth-
ers have been ambitious in their design,
scale and reach, as for example the rural
safety net provided by the Mahatma
Gandhi National Rural Employment
Guarantee Act (MGNREGA), a nation-
wide rural public works programme that
costs India about 1 percent of GDP and
works on the principle of self-selection
(workers have access to 100 days of
public employment a year when they
choose).

When such programmes are initi-
ated, there is often tremendous politi-
cal pressure for a quick rollout, and only
over time is the need for evaluations
felt. But by then evaluations can be dif-
ficult since for comparison purposes the
data collection for evaluation should
ideally start before the programme
starts. In such situations, household
surveys can tell us how beneficiaries
have responded and whether the pro-
gramme has had its intended effect.

Household surveys by the National
Council of Applied Economic Re-
search have been filling this need since
NCAER'’s inception in 1956. The India
Human Development Survey (IHDS), the
basis for this report on MGNREGA, is
particularly useful because it is a panel

survey, periodically interviewing the
same households. Conducted in 2004-
05 and 2011-12 (with earlier partial data
available for 1993-94), the IHDS is a col-
laboration between the National Coun-
cil of Applied Economic Research and
the University of Maryland. The data
are released to the scientific community
through the Interuniversity Consortium
for Political and Social Science Research
(www.icpsr.umich.edu).

The IHDS fills two unique needs.
First, as a data collection exercise by
India’s largest and oldest independent
think tank, it allows independent and
unbiased policy research, particularly
for evaluation purposes. Second, as an
ongoing activity encompassing data on
topics as diverse as livelihoods, health
and education, it can help evaluate
many different programmes. The high
data quality and the breadth of top-
ics the IHDS covers have already led to
its use by more than 4,000 academics
worldwide.

The availability of the IHDS is fortu-
itous for evaluating programmes like
MGNREGA, which affect many aspects
of household well-being. The first IHDS
was conducted in 2004-05, just be-
fore MGNREGA was started. The sec-
ond was in 2011-12, after MGNREGA
had been extended to all rural districts.
Thus, it offers a unique opportunity for
programme evaluation.

This research report addresses such
challenging questions as who partici-
pates in MGNREGA and whether it pro-
vides the income protection against
poverty that it is designed to provide.
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What is its role in shaping the income
security and well-being of men, women
and children in rural households? How
is the availability of the programme af-
fecting the transformation of rural la-
bour markets?

As India continues its march towards
economic prosperity, independent, rig-
orous assessments of this type will be
increasingly required to ensure that
public policy and programmes stay on

the right track and make needed course
corrections. NCAER remains committed
to collecting, providing and analysing
scientific, independent and unbiased
data that can help in this process.

Shekhar Shah
Director-General

National Council of
Applied Economic Research

GUARANTEE ACT: A CATALYST FOR RURAL TRANSFORMATION
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Preface

Since 2000 India has experienced rapid
economic growth and a sharp decline in
poverty. But employment has grown far
more slowly. And although agriculture
contributes only 18% to the Indian econ-
omy, it continues to employ 47% of the
workers. This large proportion disguises
unemployment, as it reflects crowding
of workers—particularly women—into
seasonal or poorly paying work, such as
collecting forest produce.

The Mahatma Gandhi National
Rural Employment Guarantee Act
(MGNREGA) of 2005, which emerged
in response to this growing dilemma,
provides 100 days of work to any rural
household that demands it. MGNREGA
incites strong passions. Activists de-
manding the right to work see the pro-
gramme as a panacea for rural poverty,
particularly if it can reach all sections of
rural society. Many economists worry,
however, about the programme’s in-
effectiveness and unintended conse-
quences, including labour shortages.

This issue has become particularly
relevant in mid-2015. The poor rabi har-
vest of early 2015 may well extend into
the kharif season in late 2015. Whether
MGNREGA can alleviate rural distress
remains an open question. On the one
hand, it provides a pro-poor mecha-
nism to deliver social safety nets with-
out complicated targeting of benefits.
On the other hand, its potential side
effects may make it less effective than
direct subsidies in the form of cash
transfers. And given the rapid eco-
nomic transformation overtaking rural
India, the fundamental justification for

an employment guarantee programme
requires re-examination.

Research on MGNREGA's reach,
functioning and consequences has
been hampered by lack of data on the
rural economy before and after the
programme’s implementation. Thus,
despite considerable passions for and
against MGNREGA, empirical evidence
about its efficacy remains limited at
best. Most studies either cover a limited
geographical area or rely on economet-
ric inferences using poorly suited data.
In this report we use data from a sur-
vey of over 26,000 rural households that
were interviewed twice, once in 2004—-
05 before MGNREGA's passage and
again in 2011-12, after the programme
had been extended nationwide.

The India Human Development Sur-
vey (IHDS), part of a collaborative pro-
gramme between the National Council
of Applied Economic Research (NCAER)
and University of Maryland, is the only
large panel survey in India to interview
the same households at two points in
time. Covering all states and union ter-
ritories except for Andaman, Nicobar
and Lakshadweep, it collected data on
income, employment and a variety of
dimensions of household well-being.
It spanned 1,503 villages and also col-
lected data on village infrastructure,
prevalent wages, and MGNREGA im-
plementation. While the sample was na-
tionally representative at its inception in
2004-05, about 10% of the rural house-
holds were lost to follow up—some be-
cause they migrated, others because
they were unavailable for interview.
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However, a 90% recontact rate is consid-
ered quite high by international stand-
ards, and the remaining sample com-
pares well on a variety of key parameters
with other data sources such as the Cen-
sus and National Sample Surveys.

MGNREGA, one of the most crea-
tively designed programmes in India,
has a bottom-up, demand-driven struc-
ture with built-in social audits, a process
described in detail in chapter 1. Chap-
ter 2 explores programme participa-
tion among individuals, households and
communities and suggests that although
the programme is open to all interested
households, its structure makes it more
attractive to the poor than to the rich.
Despite this pro-poor bent, MGNREGA
appeals to all sections of rural society
except for the richest fifth. MGNREGA
seems to fail, however, in its geographic
reach, with some states far more likely
to provide work under the programme
than others. Local political economies
also affect programme implementation,
creating tremendous variation between
villages within the same state.

Although only 25% of the households
in our sample participate in MGNREGA
and half of these earn less than 34,000
a year, the programme provides an im-
portant source of income for the partic-
ipants, lifting many of them out of pov-
erty. Since MGNREGA work substitutes
for other possible activities, its poverty
reduction potential requires careful anal-
ysis, a topic we address in chapter 3.

Chapter 4 examines the transfor-
mation of rural labour markets over the
period of MGNREGA implementation.
Our results show that on the surface,
MGNREGA has virtually no impact on
rural employment patterns since it fails
to add to the number of days that indi-
viduals work. But it seems to attract in-
dividuals who were previously employed
in less productive work, thereby raising
their incomes. Views on public works
programmes differ. For workers, these
programmes provide a new opportunity,

but for employers they are a source of
competition for labour. We explore these
conflicting perspectives in chapter 4.

MGNREGA, by providing work on
demand, creates employment opportu-
nities during periods when other work
is not available. And through bank pay-
ments it also generates financial inclu-
sion for non-banked households. Exam-
ination of household debt in chapter 5
finds that MGNREGA participation de-
creases reliance of rural households on
moneylenders who charge usurious in-
terest rates and improves these house-
holds’ ability to obtain formal credit.
MGNREGA also seems to be associated
with lower child labour and better edu-
cation outcomes for children.

MGNREGA offers equal wages to
men and women. Women's employ-
ment in MGNREGA is high, and for
nearly half the women participants the
programme provides the first oppor-
tunity to earn cash income. Chapter 5
also explores gender consequences
of MGNREGA participation and finds
a substantial increase in women'’s con-
trol over resources and improvement in
women'’s ability to make independent
decisions about their health.

Despite its many positive out-
comes, the programme remains lim-
ited in its reach. Although the poor are
far more likely than the rich to work in
MGNREGA, nearly 70% of the poor re-
main outside its purview. Chapter 6 ex-
plores this work rationing and argues
that unless the programme expands its
reach, its benefits will remain limited.

One of the challenges facing
MGNREGA in the coming years is
likely to be its fundamental philosophy.
Should MGNREGA simply provide a so-
cial safety net? Or should it also improve
productivity by building infrastructure?
Our concluding chapter discusses this
and other challenges facing MGNREGA.

Sonalde Desai
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Executive Summary

The Mahatma Gandhi National Rural
Employment Guarantee Act (2005) aims
to enhance livelihood security for all
adults willing to perform unskilled man-
ual labour in rural areas. Any household
is entitled to 100 days of employment in
a financial year at a minimum daily wage
rate. Work can be split among house-
hold members, but workers must be at
least 18 years old.

The Act envisages not only an im-
mediate livelihood (through employ-
ing unskilled labour) but also long-term
livelihood opportunities by creating sus-
tainable assets in rural areas. This con-
tributes to enhancing national resources
(through water conservation, drought
proofing, renovating water bodies, rural
connectivity and so forth) and further-
ing sustainable development.

MGNREGA's planning process is
unique among India’s government pro-
grammes. As a demand-driven, rights-
based programme, it begins at the vil-
lage level. In a public meeting of the
village community, the Gram Sabha,
individuals and households register
their interest in obtaining work. This in-
formation is consolidated by the low-
est-level governance structure, the
Gram Panchayat, which then prepares
a list of projects to submit to the inter-
mediate Panchayat at the block level to
get project sanction. Thus, the initiative
for developing projects rests with local
government in response to grassroots
demands.

Once projects are approved at
the block level, at least 50 percent of
MGNREGA works must be implemented

by the Gram Panchayat, with at least
60 percent of the expenditure as wages.
All workers must be allocated work
within five kilometers of their residences.
For those who must travel farther, a 10%
wage increment is provided to cover
transportation costs. If too few work-
ers demand work within a given Gram
Panchayat, the programme officer at the
block level must ensure that these work-
ers are accommodated in nearby areas.
Thus, the Gram Panchayat and the pro-
gramme officer at the block level (re-
sponding to the intermediate Panchayat)
have the primary responsibility for imple-
mentation of the programme.

The availability of funds rose about
25% between 2008-09 and 2009-10,
but fell sharply after 2011-12. Funds use
after 2010-11 has shown consistent im-
provement. But completion of projects
undertaken has not improved. The ratio
of works completed to total works taken
up reached a peak at 51% in 2010-11
and fell sharply thereafter. One rea-
son for this dismal performance seems
to be the cumulative effect of projects
left incomplete while new projects were
added to the MGNREGA annual plan.
Improving technical capacity at the
ground level for project formulation and
implementation will improve infrastruc-
ture creation under MGNREGA.

The poor are more likely
to work in MGNREGA

Before MGNREGA was launched, about

42% of the surveyed rural population
was below the poverty line. Among the

EXECUTIVE SUMMARY 1
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rural poor, 30% of households partici-
pate in MGNREGA, compared with 21%
of the non-poor. Among the house-
holds in the top consumption quintile,
only 10% participate.

These figures suggest that
MGNREGA is far more likely to attract
the poor than the non-poor. MGNREGA
is also more likely to attract workers
with lower education levels who cannot
find other work. Among households in
which no adult is literate, about 30% of
households participate in MGNREGA,
compared with only 13% in households
in which at least one adult is a college
graduate.

MGNREGA is also important to the
non-poor: Three-fourths of MGNREGA
participating households are not poor.
For these households, MGNREGA pro-
vides an important source of income
during lean seasons or emergencies.
Unfortunately, 70% of the poor are not
able to find work in MGNREGA, mostly
due to poor programme implementa-
tion and work rationing.

The poor and the socially vulnerable
(agricultural wage labourers, adivasis,
dalits and other backward classes and
landless, marginal and small farmers)
have dominated MGNREGA participa-
tion. And MGNREGA was instrumen-
tal in reducing poverty among these
groups. The programme reduced pov-
erty overall by up to 32% and prevented
14 million people from falling into pov-
erty. MGNREGA has had greater impact
in less developed areas, but low partic-
ipation seems to constrain its potential
to alleviate poverty, especially in the
least developed areas and among so-
cially vulnerable groups.

Why do the remaining 70% of the
poor not participate in MGNREGA?
One major explanation is that work is
not easily available. More than 70% of
rural households in IHDS claim that they
did not participate in MGNREGA be-
cause not enough work was available. In

states with a stronger programme, 60%
of poor households participate, while
in low-prevalence states barely 11% of
poor households participate. Improv-
ing state-level implementation could
thus have a tremendous impact on the
ability of poor households to obtain
MGNREGA work.

Understanding vulnerability

MGNREGA's success depends on the
participation of the rural poor. But
to what extent do vulnerable house-
holds participate in MGNREGA? Does
MGNREGA discriminate against some
vulnerable and poor? How significant is
MGNREGA income to participating vul-
nerable and poor households?

Of rural households, 20.6% were
vulnerable or poor in 2011-12, of which
31% participated in MGNREGA. Since
MGNREGA coverage of rural house-
holds was barely 24.4% in 2011-12, poor
or vulnerable participants constitute no
more than 6% of rural households. Still,
MGNREGA's 6% share of the rural poor
means the poor represent nearly a quar-
ter (24%) of its share of all rural house-
holds. Although both vulnerable and
non-vulnerable households participate
in MGNREGA, the proportion of vulner-
able households is greater among par-
ticipants than among nonparticipants.

MGNREGA in a changing
rural labour market

While farming remains at the core of
rural Indian life, increasingly greater
proportions of men and women par-
ticipate in non-farm work. The propor-
tion of men aged 15-59 working solely
in agriculture fell from 41% in 2004—
05 to 31% in 2011-12. The decline for
women was smaller, from 40% to 35%.
Many men and women combine farm
work with non-farm labour, even with-
out MGNREGA. Only 13% of rural men

GUARANTEE ACT: A CATALYST FOR RURAL TRANSFORMATION



and 10% of rural women ages 15-59
work in MGNREGA. Average number
of days worked in MGNREGA is less
than four days at the population level.
Thus MGNREGA is a very small part of
the rural labour market. About 45% of
female MGNREGA workers were either
not working or worked only on a fam-
ily farm in 2004-05. This suggests that
MGNREGA may well be the first oppor-
tunity many women have to earn cash
income.

Rural wages rose sharply between
2004-05 and 2011-12, but the increase
has been greater at the top of the wage
distribution than at the bottom. Men'’s
daily wages for agricultural work grew
by 50% between 2004-05 and 2011-
12, those for women by 47%. Although
growth in rural wages is somewhat
higher in states with a higher level of
MGNREGA participation, wage growth
is spread throughout the country, and
on the whole MGNREGA plays only a
modest role in wage increases.

Reliance on moneylenders declining

Villages and households that partici-
pate in MGNREGA started with a high
degree of reliance on moneylenders
for loans, and their use of moneylend-
ers has fallen sharply. Whereas 48%
of MGNREGA participants who had
obtained loans in the previous five years
borrowed from moneylenders in 2004-
05, only 27% did so in 2011-12. Borrow-
ing from moneylenders is typically a last
resort since their usurious rates—often
as high as 10% a month—make this an
extremely expensive form of credit, typ-
ically used only by poor households
who cannot qualify for formal credit.
This sharp reduction in borrowing
from moneylenders is due to several
factors:
* Overall financial inclusion has risen.
Regardless of MGNREGA participa-
tion, between 2004-05 and 2011-12

the proportion of rural households

relying on moneylenders fell from

39% to 22% of households that took

out a loan; borrowing from money-

lenders in even low-intensity villages

fell from 31% to 18%.

* Nonparticipating households in vil-
lages where neighbours participate
saw the percentage of borrowing
from moneylenders fall from 38% to
21%. Greater financial inclusion asso-
ciated with MGNREGA programme
expansion may reduce the profits
and incentives for moneylenders
to continue to lend, reducing bor-
rowing for participants and non-
participants alike.

* MGNREGA participants are most
likely to benefit, with those bor-
rowing from moneylenders declin-
ing from 48% to 27%. The differ-
ence-in-difference—measuring the
improvement among MGNREGA
participants over their neighbours
from the same village who do not
participate in MGNREGA—is as
great as four percentage points. The
ability to obtain work in emergencies
or in periods of great need seems to
reduce reliance on moneylenders.
Substantial individual and social ef-

fects on patterns of borrowing from
moneylenders result in a large total ef-
fect, reducing reliance on moneylend-
ers among MGNREGA households by
nine percentage points over low-inten-
sity villages.

This decline in “bad” borrowing is
accompanied by a rise in “good” bor-
rowing from such sources as banks,
credit societies and self-help groups.
While formal credit rose for all house-
holds, the increase was particularly strik-
ing for MGNREGA participants—from
24% to 34%, or nearly a 50% increase.
MGNREGA's focus on direct payment
to participants through formal sources
may account for this. Once MGNREGA
workers open a bank account and learn
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to navigate formal banking systems,
they may more readily obtain formal
credit.

This transformation is also reflected
in the interest rates paid by house-
holds. Average annual interest rates
paid by borrowers in low-intensity vil-
lages fell from 30% to 26% a year. This
decline may stem from the striking
credit expansion in rural India. But the
interest rate in MGNREGA villages for
both participants and nonparticipating
neighbours fell even more. This decline
relates directly to a shift from high-
interest loans from moneylenders for all
households and a shift towards formal
credit for MGNREGA households.

As the credit climate improved for
rural households, the proportion of
households taking out loans also rose.
Some studies with small samples have
found that MGNREGA participation re-
duces debt burden. But IHDS instead
finds a slightly positive relationship be-
tween MGNREGA participation and a
household’s propensity to borrow. The
proportion of households that took out
any loan over the five years preceding
the survey rose from 45% in 2004-05 to
52% in 2011-12 in low-intensity villages
but rose even faster, from 56% to 69%,
for MGNREGA households.

This growth in formal borrowing re-
duces the amount of high-interest bor-
rowing that creates a long-term debt
cycle. MGNREGA diminishes reliance
on bad debt and increases financial
inclusion. And in the two years since
2011-12, electronic payments into re-
cipients’ bank accounts have become
the norm. So we expect to see an even
greater expansion of formal credit
among MGNREGA participants.

Children’s education improves
Rising school enrolment rates are one

of the greatest achievements of mod-
ern Indian society. Today almost all

children attend school at some point
in their lives. One of the most hopeful
indicators is the shrinking gaps in enrol-
ment by income, caste, religion and
gender. MGNREGA may have played
a role in closing these gaps. Children
from MGNREGA households are more
likely to attain higher education levels
and have improved learning outcomes
than their peers from non-MGNREGA
households. Other studies have con-
firmed these results.

Given the poverty of MGNREGA
households, it is not surprising that 6- to
14-year-old children from these house-
holds completed fewer classes—about
0.4 years of education fewer—than chil-
dren from low-participation villages,
and about 0.14 classes fewer than chil-
dren from nonparticipant households in
MGNREGA villages before MGNREGA
implementation. With rising enrol-
ments, education levels for children in
all three groups grew between 2004-05
and 2011-12, but the MGNREGA house-
holds overshot nonparticipants within
the same village and almost caught up
with the children from low-participation
villages.

What accounts for these im-
provements in education outcomes?
MGNREGA income might be used for
buying books or getting private tuition
for children, thereby improving their
skills. But education expenditures, en-
rolment in private schools and access
to private tutoring seem not to benefit
from MGNREGA participation. While
financial investments in children’s edu-
cation have risen in MGNREGA house-
holds, they have risen even more for
nonparticipating families.

In 2004-05, children from
MGNREGA households spent on av-
erage four hours less a week in edu-
cational activities than those in low-in-
tensity villages and one hour less than
their nonparticipating neighbours. By
201112, they had caught up. Perhaps
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MGNREGA helps reduce child labour,
thereby improving education out-
comes. Although child labour is difficult
to measure and available statistics show
only a very small percentage of children
participating in wage work, for children
employed in these activities it presents
a substantial time burden. About six
percent of children ages 11-14 years
were engaged in wage work in 2004-05
among MGNREGA households, but this
proportion dropped to four percent in
201112, while the proportion in the la-
bour force among nonparticipants held
steady at 2-3%.

MGNREGA participation
empowers women

For nearly 45% of the women workers
in MGNREGA, this may be their first
cash earning activity. A vast quantity of

Indian and international literature has

identified access to paid work as a key

determinant of a rise in women'’s bar-
gaining power within the household.

Qualitative studies of women workers

in MGNREGA note significant enhance-

ment in their self-esteem, power
within the household and control over
resources.

* In 2004-05 about 79% of women
from female participant households
had cash on hand. But by 2011-12
their access to cash had gone up to
93%, the highest in the four groups.

* Only nine percent of the women in
this group had a bank account in
2004-05. This proportion had risen
to 49% by 2011-12, far outstripping
all other groups, among whom less
than 30% have a bank account. Given
the emphasis of the programme on
making direct bank payments, this is
not surprising. But it also reflects a
tremendous increase in women'’s fi-
nancial inclusion.

The growth in women'’s ability to
freely seek health care rose from 66% to

80% in female participant households,
whereas for all other households it rose
by barely 10 percentage points. In 2011-
12, women from households in which
women worked in MGNREGA were the
most likely to feel free to visit a health
centre alone.

How do we explain these empow-
ering effects of MGNREGA participa-
tion for women? Many of the female
MGNREGA participants were either
not employed in 2004-05 or employed
only on a family farm or in a family busi-
ness. MGNREGA provided them with
a unique opportunity to earn cash in-
come, which was instrumental in em-
powering them.

MGNREGA’s impact limited
by work rationing

Despite MGNREGA's universal nature,
not all interested households can get
the full 100 days of work. This phe-
nomenon is called work rationing and
occurs at different stages of the pro-
cess, including getting a job card, get-
ting any work at all and getting the full
entitlement. Increasing participation,
particularly in states with poor imple-
mentation, is required if MGNREGA is
to achieve its full potential.

While a quarter of rural households
participate in the programme, nearly
60% of them would like to work more
days but are unable to find work. Of
the households that did not participate,
19% would have liked to participate but
could not find work. This widespread
direct rationing affects all sections
of society—about 29% of all rural
households—Dbut is particularly perva-
sive in some regions.

The rationing rate for days of work
is high for all households but particu-
larly high for the poorest. In the lowest
income quintile (2011-12 income), 92%
of households experience rationing of
days of work, whereas only 88% of the
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highest income quintile do so. Among
interested households (those that ap-
plied for a job card and do not express
lack of interest in MGNREGA work),
households in the lowest income quin-
tile worked only 23 days a year when
they worked in MGNREGA, while those
in the highest income quintile worked
for 29 days. But much of this differ-
ence is due to the poor performance
of states like Bihar and Odisha, where
many poor people live. This inequality is
somewhat moderated at the population
level due to pro-poor targeting. While
the middle-income quintiles work a few
days more than the highest and the
lowest, these differences are slight—a
few days a year.

Will need to monitor MGNREGA’s
long-term impact

Beyond the individuals that participate
in the programme, MGNREGA affects
the whole community. We have identi-
fied some of its impacts in this report,
such as improvements in financial inclu-
sion and its effect on the use of mon-
eylenders by both participating and
nonparticipating households. Increased
wage employment of women may bring
with it longer-term changes in wom-
en’'s empowerment and public visibility
that may affect society as a whole. Most
importantly, some planned programme
changes, particularly investments in
high-quality infrastructure, may affect
farm productivity and further improve
incomes. To understand the impact of
programme innovations will require
longer-term monitoring and before-
and-after data for the same villages and
households.

GUARANTEE ACT: A CATALYST FOR RURAL TRANSFORMATION









CHAPTER

Mahatma Gandhi National
Rural Employment Guarantee Act
and Its Implementation

Prem Vashishtha, P.K. Ghosh, Omkar Joshi

“The hungry millions ask for one

poem—invigorating food. They can-

not be given it. They must earn it. And

they can earn only by the sweat of their
brow.”

(Mahatma Gandhi, Young India,

13th October, 1921, p. 326)

Public works programmes are not
new. As early as 1870, public works
emerged as a safety net against fam-
ines in India.! With them arose the
desire to distinguish between pro-
tective public works and productive
public works, since only productive
public works were considered appro-
priate for financing through borrow-
ing.? Since then, India has engaged in
several public works programmes, par-
ticularly in times of famine. The larg-
est such experiment, the Maharashtra
Employment Guarantee Scheme (EGS),
began as a drought relief programme
in the 1970s but continued as an anti-
poverty programme. The EGS served
as a model for the advocacy of a rural
employment programme in the early
2000s. Following the 2000 drought in
Rajasthan, a strong people’s move-
ment emerged with a demand for jobs
to provide drought relief.? In a separate
but related development, the Supreme
Court of India also expressed an opin-
ion in response to public interest liti-
gation linking the right to food to the
right to work and asked for speedy
implementation as well as expansion
of Sampoorna Gramin Rozgar Yojana
(Total Rural Employment Scheme), the
precursor of MGNREGA.

These grassroots demands came as
middle-income countries (Argentina,
Chile and Mexico) and poor countries
(Rwanda and Ethiopia) alike were ex-
perimenting with their own versions of
public works programmes.” A growing
economy combined with rising inequal-
ity to make it politically desirable to im-
plement a programme with broad ap-
peal, giving rise to the Mahatma Gandhi
National Rural Employment Guarantee
Act.*

Background and intent

The National Rural Employment Guar-
antee Act (NREGA) was passed by
the parliament in 2005 and came
into force on February 2, 2006. It was
renamed Mahatma Gandhi National
Rural Employment Guarantee Act
(MGNREGA) in October 2009. Prior
to MGNREGA, several programmes/
schemes had been initiated by the
Government of India for raising the pro-
ductive employment of unemployed
and underemployed rural labourers.®
These programmes could not gener-
ate employment for rural labour on a
large enough scale to make a notice-
able dent in unemployment and pov-
erty.®” In view of the declining elasticity
of employment in agriculture and a rap-
idly rising rural work force, it became
imperative to create a programme
that would ensure a minimum level of
employment to rural unskilled labour-
ers. With this intent, the Government of
India enacted the NREGA in 2005 (Box
1.1).38
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THE NATIONAL RURAL EMPLOYMENT GUARANTEE ACT OF 2005
No. 42 of 2005 [5th September, 2005.]

An Act to provide for the enhancement of livelihood security of the households in rural areas of the country by providing at least
one hundred days of guaranteed wage employment in every financial year to every household whose adult members volunteer to

do unskilled manual work and for matters connected therewith or incidental thereto.

Source: See Government of India 2005.

Mandate

The Act aims to enhance livelihood
security for all adults willing to perform
unskilled manual labour in rural areas.
Any household is entitled to 100 days of
employment in a financial year at a min-
imum wage rate as notified by the state
government. Work can be split among
household members, but workers must
be at least 18 years old. The Act takes
a rights-based approach rather than
simply offering a market employment
opportunity. The Act has a legal provi-
sion for claiming unemployment allow-
ance if a household does not receive
work within 15 days of applying for a job.

MGNREGA seeks to achieve inclu-
sive growth of rural areas by offering so-
cial protection and livelihood security.
This goal is facilitated through dem-
ocratic empowerment of those at the
bottom of rural society, especially dal-
its, adivasis, and women.

Highlights

MGNREGA has a bottom-up, demand-
driven structure with the following
features:

* MGNREGA legally guarantees em-
ployment to any adult in rural areas
who is willing to undertake casual
manual/unskilled labour.'® This guar-
antee provides a minimum of 100
days of work combined for all the
job-seeking adults in a household.

The manual unskilled job pays the
statutory minimum wage, thus help-
ing to stop labour exploitation.”

An adult who has not received a job
within 15 days of applying is entitled
to unemployment allowance. The
state government bears the fiscal
burden for its failure to act on time
(Appendix A1.1).12

The programme follows a bot-
tom-up approach of planning for
employment creation, with substan-
tial involvement of Panchayat Raj In-
stitutions (PRIs) as stakeholders (Ap-
pendix A1.2).3

The Act envisages not only imme-
diate livelihood (through employing
unskilled labour) but also long-term
livelihood opportunities by creating
sustainable assets in rural areas. This
aspect contributes to enhancing
the national resource base (through
water conservation, drought proof-
ing, renovating water bodies, rural
connectivity and so forth) and fur-
thering sustainable development.
Review, monitoring, effective im-
plementation and social audit are
integral parts of the Act. Strict vigi-
lance over work progress and quality
through monitoring (with wide rep-
resentation from different levels) and
social audit brings transparency and
accountability at almost every level.
Legislation provides for the creation
of the necessary institutions for this
systemic programme feature."

MAHATMA GANDHI NATIONAL RURAL EMPLOYMENT GUARANTEE ACT: A CATALYST FOR RURAL TRANSFORMATION



* MGNREGA operates like a centrally
sponsored scheme with certain
built-in incentives to states.” Most of
the cost (at least 75%) is covered by
the central government and a small
part by the states (Appendix A1.1).
In both conceptualization and em-
ployment generation, MGNREGA
presents a big shift from a typical
“relief-works mode” to an integrated
national resource management
(INRM) approach. It focuses on de-
veloping land and harnessing rain-
water through watershed manage-
ment, resulting in sustainable gain in
farm productivity and livelihood.

* MGNREGA optimizes resources
by converging its works with other
important schemes, thus avoiding
waste and inefficient utilisation of fi-
nancial and human resources.”'®

* A great merit of MGNREGA s its
dynamic implementation strategy,
which provides feedback from the
field on strengths and weaknesses in
planning, revision and capacity."”

* The central government and the
states commit to informing people
through the parliament and state
legislatures about MGNREGA status
and progress.

Paradigm shift

MGNREGA presents a big paradigm

shift in four ways:

* Rights-based approach: MGNREGA
guarantees a minimum level of em-
ployment and livelihood security to
households.

* Bottom-up approach: Formulation
and implementation of development
plans follow a bottom-up approach
at all three PRI tiers. This approach is
supported by a strong technical sys-
tem at all levels.

e Sustainability: MGNREGA adopts
an INRM approach, focusing on sus-
tainability (Appendix A1.3).

* Convergence: MGNREGA converges
programmes/schemes with other
departments and ministries (Appen-
dix A1.4).

Phased implementation

To cover the entire country as efficiently
as possible, MGNREGA was imple-
mented in three stages, beginning in
February 2006 with the 200 most back-
ward rural districts in India. In April
2007, 130 more districts were added,
and the remaining 296 rural districts
were added in September 2007.

MGNREGA governance structure

MGNREGA's governance structure pro-
vides various institutional bodies and
key stakeholders from the village to the
national level with roles and responsi-
bilities in planning, implementation and
monitoring (Table 1.1).29.21

Planning

MGNREGA's planning process is
unique among India’s government pro-
grammes. As a demand-driven, rights-
based programme, it begins at the vil-
lage level. In a public meeting of the
village community, the Gram Sabha,
individuals and households interested
in obtaining work register their inter-
est. This information is consolidated by
the lowest-level governance structure,
Gram Panchayat, which then prepares a
list of projects to submit to the interme-
diate Panchayat at the block level to get
project sanction. Thus, the initiative for
developing projects rests with the local
government in response to grassroots
demands (Appendix A1.2).

Implementation

Once projects are approved at the
block level, at least 50 percent of
MGNREGA works must be imple-
mented by the Gram Panchayat, with at
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11



Governing institution

Panchayat Raj Institutions

Functional
aspect Tier Tier Il Tier llI State government Central government
Planning
Main activity/ ~ GS/GP Intermediate Panchayat/ e District Panchayat State government Gol, MoRD
institution block level e DPC/ Deputy
Commissioner
Supporting Help from CFTs for e PO DPO ® SEGC e CEGC
activity/ a cluster of GPs o CFTs o SEGF o NEGF
expertise ° APO (to ensure its planis in sync ~ (to check and approve if plan submitted is in
(INRM and convergence ac- with MGNREGA provision) sync with MGNREGA provision)
tivity to be taken up by CFTs)
Implementation
Main activity/ ~ GP (muster rolls, Intermediate Panchayat District Panchayat State government (provide * MoRD
institution registration, job DPC (labour budget) funds for SEGF, GRS, PO, ® CEGC (empaneling PIA for state governments,
cards) staff for CFTs) support for expertise and for innovation)
Supporting ® GRS (site PO DPC SEGC ® CEGC (to advise MoRD, facilitate dissemination)
activity/ management, (social audit unit, CFT) (Project sanction, (to advise state governments o Making rules and guidelines for MGNREGA)
expertise execution of ratification and fixation on implementation,  Ensuring convergence with other
work) of priority as provided dissemination of information, ministries and departments
o Mate (for every by GS; appointing PIAs,  achievements/shortcomings ~ © NMT
50 workers) coordination of IEC, entry ~ of MGNREGA) ® PAG
(measurements, in MGNREGASsoft)  Develop guidelines
accounts, © Analyze issues in planning and
generating implementation
awareness among e Support to state governments in
job seekers) implementation
e Setting up advisory boards for high
poverty states.
Monitoring
Main activity/  Village level: GP Blocks/intermediate District Panchayat SEGC CEGC
institution GP level: GS Panchayat (monitor work of e Monitoring system e Establishing a control monitoring system
GPs, PIAs)
Supporting GP: Preparation of PO (watch and register © DPC (monitor work of e Grievance redress © Review monitoring
activity annual report cases of violation of POs, PIAS) e Preparing report on e Preparing annual report for MoRD to be
MGNREGA norms) ® P0Os MGNREGA to be presented presented to the parliament
e Consolidation of block by the state government to
plans the state legislature

Note: APO, Assistant Programme Officer; CEGC, Central Employment Guarantee Council; CFT, Cluster Facilitation Team; DPC, District Programme Coordina-
tor; DPO, District Project Officer; Gol, Government of India; GRS, Gramin Rozgar Sahayak; GS/GP, Gram Sabha/Gram Panchayat; IEC, Information, Education and
Communication; INRM, Integrated National Resource Management; MoRD, Ministry of Rural Development; NEGF, National Employment Guarantee Fund; NMT,
National Monitoring Team; PAG, Programme Advisory Group; PIA, Project/Programme Implementing Agencies; PO, Project Officer; SEGC, State Employment
Guarantee Council; SEGF, State Employment Guarantee Fund.

Source: Authors’ compilation from Ministry of Rural Development 2013b.

least 60 percent of the expenditure as
wages. All workers must be allocated
work within 5 kilometers of their resi-
dences. For those who must travel far-
ther, a 10% wage increment is provided
to cover transportation costs. If too few
workers demand work within a given
Gram Panchayat, the programme officer
at the block level must ensure that
these workers are accommodated in
nearby areas. Thus, the Gram Panchayat

and the programme officer at the block
level (responding to the intermediate
Panchayat) have the primary responsi-
bility for implementation.

Monitoring

The programme has a variety of monitor-
ing structures in place, ranging from local
civil society institutions that carry out
social audits to the district programme
officer, State Employment Guarantee

MAHATMA GANDHI NATIONAL RURAL EMPLOYMENT GUARANTEE ACT: A CATALYST FOR RURAL TRANSFORMATION



Level/tier of monitoring

Agency responsible for monitoring

Tier|

o Village
e Gram Panchayat

Tier Il (Block/intermediate Panchayat)

e Works done by GPs and other PIAs
© GPs work for the entire block

Tier Il

o Work of POs and PIAs
o MGNREGA's work for the entire block

State level

e Evaluating scheme within state
e Monitoring redress mechanism
e Suggesting improvements in redress mechanism

Centre level

e Establishment of a central evaluation and monitoring system
e Reviewing monitoring and redress mechanism
e Monitoring implementation of the Act

e Gram Panchayat (GP)
(also performs social audit)
e Gram Sabha (GS)
(annual report is prepared by GP)

e Programme officer (PO)

o Also registers case against those violating MGNREGA Act
standards)

 Block Panchayat

e District Programme Coordinator (DPC)
e District Panchayat
(also consolidates annual block plans)

e State Employment Guarantee Council (SEGC)
(also prepares annual report to be presented in the state
legislature by the state government)

e Central Employment Guarantee Council (CEGC)
(also prepares annual report to be presented to the
parliament by the central government)

Note: PIAs are project/programme implementing agencies.

Source: Ministry of Rural Development 2013b.

Council and Central Employment Guar-
antee Council (Table 1.2). These institu-
tions monitor work progress and qual-
ity as well as payment. Final information
is collated into an annual report to the
people by the Ministry of Rural Devel-
opment (MoRD); detailed village-level
information also is available on a special
programme website.??

MGNREGA performance

The chapters that follow exam-
ine MGNREGA performance from a
micro perspective by using the house-
hold-level data of the India Human
Development Survey (IHDS) rounds | and
ll. This section provides an overview of
administrative data at the national level.

Financial and physical performance
The availability of funds rose about 25%
between 2008-09 and 2009-10,% but

fell sharply after 2011-12 (Appendix
A1.5). On the other hand, fund utilisa-
tion after 2010-11 has shown consistent
improvement. But physical performance
(completion of projects undertaken)
has not improved commensurately.
The ratio of works completed to total
works taken up reached a peak at 51%
in 2010-11 and fell sharply thereafter
(Figure 1.1). One reason for this dismal
performance seems to be the cumula-
tive effect of projects left incomplete
while new projects were added to the
MGNREGA annual plan.

Job card and household participation

Adult household members willing to
perform manual unskilled labour can
register with Gram Panchayat and
receive a job card within 15 days of reg-
istration. The next step for a house-
hold is to specify the maximum num-
ber of days along with details of the
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month it would be available for work.
If MGNREGA implementation is per-
fect, all eligible households that apply
for a job card should receive job cards,
and those who demand work should be
allotted work.

According to MoRD data,
MGNREGA implementation is almost
perfect up to this stage. All who ap-
plied for a job card received one. Fur-
thermore, 99.9% of households that de-
manded work were allotted work. These
figures are not supported by large sam-
ple surveys such as National Sample
Surveys (NSS) (66th round, 2009-10) and
IHDS-1I (2011-12). IHDS-II data show that
48% of rural households applied for job
cards, but only 44% received them, and
NSSO data show that only about 81%
of the households that demanded work
were allotted work.?®

Participation rates

MoRD data show that

e Participation varies widely across
states. Some of the smaller states and
union territories have much higher
participation rates than the 2011-12
national average. The same is true of

smaller northeastern states, except
Assam. The larger states with par-
ticipation rates at or close to the na-
tional average are Jharkhand, Kerala,
Madhya Pradesh and Uttarakhand.
The larger states with significantly
higher participation than the national
average are Chhattisgarh (62.4%), Hi-
machal Pradesh (38.5%), Rajasthan
(47.6%), Tamil Nadu (66.6%) and West
Bengal (39.9%) (Appendix A1.6).

States with low MGNREGA partici-
pation fall into two categories, those
where other opportunities replace
demand for MGNREGA and those
where governance structure is poorly
developed and hence MGNREGA
work is not available. Some of the
richer states, such as Gujarat, Maha-
rashtra and Punjab, may have higher
market wages, lowering demand for
MGNREGA work. Maharashtra, de-
spite its experience in implementing
the Employment Guarantee Scheme,
has a participation rate of 11.4%, far
below the national average.?® Many
poor states also have low partici-
pation rates, including states like
Bihar (10.5%) that have suffered from
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poor programme implementation
in many fields. For these states, low
MGNREGA participation represents
a lost opportunity to provide em-
ployment security to the poor.?’

e According to the official data, over-
all MGNREGA participation has de-
clined over recent years, from 30.0%
in 2011-12 to 27.8% in 201314 (Fig-
ure 1.2) The number of individu-
als who worked in MGNREGA has
fallen from 5.06 crore in 2011-12 to
4.79 crore in 2013-14. The number
of days worked for each household
fell from a high of 54 days a year in
2009-10 to 43 days a year in 2011-12
but has recovered slightly to 46 days
a year in 2012-14 (Figure 1.3).28:29.30

Administrative data overestimate
participation rates

The corresponding figures from (66th
round, 2009-10) and IHDS-II (2011-12)
are 24.2% and 24.4% respectively.?>?
While the NSS and IHDS-II estimates
are quite close, the MoRD estimate is
higher; the NSS 68th-round MGNREGA
participation rate may be lower due to
the way the questions are phrased.®

Part of the discrepancy between the
administrative statistics and household
survey-based statistics may arise from
differences in recording data. When
two brothers live in the same home, for
example, they may ask for two separate
job cards. By contrast, NSS and IHDS-II
surveys define a household as individu-
als who reside and eat together. By this
definition, the two brothers in the exam-
ple above are part of the same house-
hold or joint family. IHDS-II found that
about five percent of the households
have more than one MGNREGA card.
So while IHDS-II records fewer house-
holds as participating in MGNREGA
(24.4% against 30.0% in administrative
data), it also records a greater number
of days worked for each household (47
days for a participating household ver-
sus 43 days in administrative data).

MGNREGA employment and its distribution

Employment trends

An area of major concern should be the
decline in absolute levels of MGNREGA
employment and also the decline in the
number of households benefiting from

Participation rate (%)

31

2011-12

2012-13 2013-14

Source: See Ministry of Rural Development 2012a, 2013a, 2014.
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it. The number of households receiv-
ing employment dropped from 5.26
crore in FY 2009-10 to only 4.79 crore
in 2013-14. The corresponding guar-
anteed employment levels were 283.59
crore and 220.22 crore days, respec-
tively. Since this decline coincided with
a relatively slow period of growth in the
Indian economy, it would be difficult to
argue that other employment opportu-
nities reduced demand for MGNREGA
work. Employment days for each partic-
ipating household reached a peak at 54
in 2009-10 and declined thereafter to
46 in 2013-14 (Figure 1.3 and Appendix
A1.7).

Employment of vulnerable groups

MGNREGA guidelines require states to
take special care of vulnerable groups
(disabled, aged, single women, tribal
groups and so forth) by organizing them
into labour groups to train them to artic-
ulate demand for MGNREGA work and
by keeping open some labour-intensive
work at all times to provide them with
work on demand. The guidelines also
require job cards of a distinct colour to
help provide these groups with special

protection.?* Action on these guidelines

is still to be observed at the ground

level, however.3®

* Scheduled castes and tribes to-
gether achieved 145.19 crore em-
ployment days in 200910, which fell
to 88.02 crore days in 2013-14, a de-
cline of 64% in four years (Figure 1.4
and Appendix A1.8).%

o As Box 1.2 documents, MGNREGA
work is particularly important for
women who often have fewer op-
portunities for other work than
men. Consequently, despite an ab-
solute decline in MGNREGA partic-
ipation, the share of women in total
employment has risen (Figure 1.5).32

* The drop in total employment and
employment days per household,
along with the rising share of women
in total employment, implies a fall-
ing share of male employment. Rea-
sons for this are not clear. Perhaps
women find it easier to participate
as the programme becomes familiar.
Or, diminishing MGNREGA oppor-
tunities combined with rising wages
and opportunities in nonagricultural
work, such as construction, may pull
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Figure 1.4
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But last year, no MGNREGA work was executed in the
village. She faced a lot of problems running the household,
because she did not have any land and other wage work did
not provide her a sufficient number of days of employment.
But this year work has started up again and she is looking
forward to working in MGNREGA, which will also help her to
pay back loans taken for her husband’s treatment and after
his death. Because MGNREGA work hours are shorter than
those in private labour, on MGNREGA work days she also
finds some extra time to work on other small jobs and earn
additional money.

Kusum Bai Bunkar, age 44, is a dalit widow from Rajasthan. She
married at age 15 and has two sons and one daughter. Her elder
son married six years ago and set up his own home, and the
younger daughter is married. So Kushum Bai lives with her un-
married son, who works sometimes in a tent house where he
works as caretaker managing rental of utensils and other items
for wedding celebrations.

Kusum Bai’s husband was paralysed six years ago and, de-
spite treatment, died six months ago. While her husband was
alive, she managed household needs by working in MGNREGA

and in house construction (Kamatani) and by performing agri-
cultural labour. She had some savings, but it was spent within Source: Interviews by IHDS staff. Names and photographs were changed to
the first three years of her husband’s illness. protect respondents’ privacy.
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Source: Authors’ calculations from Ministry of Rural Development 2010, 2012a, 2013a, 2014.

men away from MGNREGA and into
other activities if they are farther
away from the village.

Days of employment and
wage expenditure

Although the average employment
generated per household is far below
the maximum of 100 days per house-
hold per year, a small proportion of
households is still able to achieve this
target (Figure 1.6). At the national level,
no more than 3.5% of households could
get 100 days of employment in 2013-14,
3.2% in 2012-13 and less than 3% (2.83%)
in 2011-12. The mean level of employ-
ment per household in the past three
years (2011-12, 2012-13 and 2013-14)
has been 41 days nationally. Only a few
states (Andhra Pradesh, Bihar, Mahar-
ashtra and Tamil Nadu) have done bet-
ter than the national average consist-
ently during the past three years. But
this does not necessarily indicate bet-
ter-than-average performance in gen-
erating employment: Bihar and Maha-
rashtra rank very low in proportion of
households participating in MGNREGA.

Wage-material ratio

Almost all states except Jammu and
Kashmir meet the wage—material ratio
norm of a minimum 60% of project cost.
At the national level, the wage share
was more than 72% of the project cost:
72.2% in 2011-12, 76.4% in 2012-13 and
75.6% in 2013-14 (Figure 1.7).3¢

Share of administrative cost
According to MGNREGA guidelines,
administrative costs should not exceed
6% of project cost. Most states and
union territories observe this norm (Fig-
ure 1.8). Andhra Pradesh is the only
large state where administrative costs
as part of project costs were as high as
10.45% in 2012-13 and 9.37% in 2013—
14. In some small union territories, this
proportion is abnormally high. At the
national level, the administration cost is
less than 5%.%°

Based on the summary of MGNREGA
performance in Box 1.3, two major con-
cerns with MGNREGA's performance
are:
° A substantial decline in participa-

tion rate and overall employment

generation.
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Deteriorating financial and physical performance. The gap be-
tween financial and physical performance has been widening,
particularly since 2011-12, attributable to the cumulative effect
of incomplete projects and the simultaneous addition of new
projects to the Annual Plan of MGNREGA.

Unrealistic claims of work allotment on demand. From the ad-
ministrative data, almost every household got work when de-
manded. This does not match National Sample Surveys (NSS)
observations, which show that nearly 20% of households that
demanded work did not get it.

Overestimation of participation rate. MoRD data indicate a
participation rate of 30.03% compared with 24.2% (NSSO) and
24.4% (IHDS-11). MoRD overestimates the participation rate by
20%, but some of the discrepancy may arise from differences
in what is defined as a household.

Decline in employment per household. After reaching a peak
of 54 days in 2009-10, MGNREGA employment per household
declined to 46 days in 2013-14, a decline of 8.

Decline in share of scheduled caste and tribe employment.
Total employment in MGNREGA declined from 283.6 lakh days
in 2009-10to 220.2 lakh days in 2013-14. The share of scheduled

caste and tribe employment also fell from 51% to 40% over the
same period.

Rising share of female labour at the cost of partial withdrawal
of male labour from MGNREGA. A decline in absolute employ-
ment levels with a concurrent rise in the share of female labour
(from 48% in 2009-10 to 53% in 2013-14) suggests a partial with-
drawal of male labour from MGNREGA.

Low proportion of households getting a full 100 days of work.
Barely 3.5% of households could get the full 100 days of work
in MGNREGA in 2013-14, indicating weak efforts to generate
employment and lack of capacity to create projects and keep
them ready for those who demand work.

Favourable wage-project cost ratio and low administrative ex-
penditure. The wage-project cost ratio was 72% at the national
level for the recent years, well above the prescribed minimum
of 60%. The administrative expenditure was barely 5% against
the norm of 6% of project cost.

Note: IHDS, India Human Development Survey; NSSO, National Sample
Surveys Office. This is only a brief summary of some of the main aspects of
MGNREGA. For an anthology of research studies on MGNREGA, see MoRD
2012a.
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* A decline in physical and financial
efficiency—particularly physical
efficiency.?

The first concern may result from
lack of enthusiasm for employment
generation on the part of local lead-
ership (at GP/GS level) or a lack of ca-
pacity to formulate suitable projects.
The Government of India and the state
governments need to strengthen their
efforts to create awareness among rural
labourers and vulnerable groups to
demand work and also strengthen the
GP’s capacity for project formulation
through cluster facilitation teams. Some
of the recent administrative reforms
seem geared towards addressing these
issues.

MGNREGA on the ground

Despite considerable research on
MGNREGA, we do not fully understand
whether or how it has changed the liv-
ing situation of ordinary people. Most
studies examine the programme after
its implementation without consider-
ing the situation before the programme
was initiated. Without appropriate com-
parison, it is not possible to fully appre-
ciate how MGNREGA shapes the social
and economic fabric of rural India or
how the programme is itself shaped by
conditions on the ground.

This report attempts to fill this gap by
examining data from a household survey

conducted before and after programme
implementation. The India Human De-
velopment Survey (IHDS) is part of a col-
laborative research programme between
the National Council of Applied Eco-
nomic Research (NCAER) and the Uni-
versity of Maryland. This survey covers
over 42,000 households spread across
all states and union territories, with over
28,000 households in rural India. The
same households were surveyed first
in 2004-05 before the Act was passed
and then again in 2011-12, allowing us to
trace the changes in people’s lives asso-
ciated with MGNREGA. The survey is de-
scribed in greater detail in Appendix |,
along with details of sample design and
the variables used in IHDS-Il. We also
illustrate some of the quantitative find-
ings by in-depth interviews with partici-
pant and nonparticipant households as
well as local officials to understand chal-
lenges on the ground. Box 1.4 illustrates
some of the challenges in meeting com-
peting demands of accountability and
ensuring work completion and quality of
infrastructure.

Notes

1. Subbaro et al. 2013.

2. Raychaudhuri and Habib 1982.

3. Chopra 2011.

4. Pankaj 2012.

5. The following schemes were being

implemented before the advent

... prom—————

Technical and management challenges often lead to incom-
plete MGNREGA projects. In interviews with IHDS staff, a
Panchayat Secretary in Madhya Pradesh explained the reason
one of the wells being constructed under Kapildhara, a sub-
scheme of MGNREGA, was abandoned.

When well construction began, there was a lot of enthusiasm
since it was expected that the well would provide irrigation water.
The project was sanctioned with an estimated cost of ¥339,000.
However, at about 12 feet, the workers encountered black soil that

started collapsing when it came in contact with the air. This meant
that the width of the well had to increase, and the workers had to
shovel extra mud, increasing the work required to complete the
well by at least 30 person days. The subdivisional officer respon-
sible for technical input recognized the problem and approved
additional funds, bringing the project’s total budget to ¥411,000.
But this revision was questioned at the district level, and the orig-
inal budget was restored. Since the work could not be completed
with the budgeted amount, the well was abandoned.

CHAPTER 1: MGNREGA AND ITS IMPLEMENTATION
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6.
7.

®

1.

12.

13.

14.

MGNREGA: National Rural Employ-
ment Programme; Rural Landless
Employment Guarantee Programme
and Jawahar Rozgar Yojana. When
MGNREGA came into effect, Sam-
poorna Grami Rozgar Yojana (SGRY)
was implemented throughout India.
World Bank 2011.

SGRY also could not generate more
than an average of 20 employment
days to households below pov-
erty line. This employment gener-
ation was based on the amount of
resources allocated to SGRY and
not on a guarantee to the poor for
a minimum level of employment or
livelihood.

Dreze and Khera 2011.

Government of India 2005.

. MGNREGA is fundamentally differ-

ent from other schemes. It was cre-
ated by an Act of Parliament with a
legal guarantee and cannot be elimi-
nated by mere bureaucratic decision.
Employing a person at below
the statutory minimum wage was
termed “forced labour” by the
Hon'ble Karnataka High Court in
September 2011. The stay against
this was turned down by the Hon'ble
Supreme Court in January 2012.
Each State must create a state
employment guarantee fund (SEGF)
to finance unemployment allowance
and other related expenses.

This aspect will be discussed fur-
ther in the section on governance
structure.

The required institutions are the
Central Employment Guarantee
Councils at the central government
level and State Employment Guar-
antee Councils at the state level in
all states, wherever applicable. The
Act also provides for setting up
the National Employment Guaran-
tee Fund at the central level and its
counterparts at the state level, state
employment guarantee funds.

15.

17.

18.

19.

20.

An interesting part of the funding
pattern and financial responsibility
of state and central government is
that it incentivises states to gener-
ate employment for unskilled rural
labour on a massive scale with spe-
cial focus on scheduled castes and
tribes and women. The programme
has a built-in mechanism to pro-
vide more efficient states with more
funding, generating healthy compe-
tition among states to perform.

. For details of cost sharing between

the central government and the
state governments, see Appendix
Al

Implementation guidelines have
been issued from time to time
to raise efficiency and make
MGNREGA embrace natural
resource management rather
than limit the scope to a relief
programme.
Convergence/integration with inte-
grated national resource manage-
ment (INRM) and other schemes.
The required changes have been
brought out from time to time
through operational guidelines
issued by the Ministry of Rural
Development. The establishment
of support systems and the creation
of skilled teams such as the Cluster
Facilitation Team or the Task Force
at the Gram Panchayat/block level,
the State Employment Team (SET)
at the state level and the National
Management Team (NMT) at the
central level attests to the commit-
ment to create the institutions nec-
essary to implement such a massive
programme.

The key stakeholders in MGNREGA
are: Wage seekers; Gram Sabha
(GS); three-tiered Panchayat Raj
Institutions (PRIs), especially the
Gram Panchayat (GP); programme
officer at the block level; district
programme coordinator (DPC);
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21.
22.

23.

24.
25.

26.
27.
28.

29.
30.

31.
32.

state government; Ministry of Rural
Development (MoRD); civil society;
other stakeholders (line depart-
ments, convergence departments,
self-help groups and so forth); see
MoRD 2012.

Government of India 2013a.
http://164.100.129.6/Netnrega/nrega
-reportdashboard/index.html#.

By 2008, MGNREGA had been
implemented in all districts.
Ministry of Rural Development 2015.
Ministry of Rural Development
2012b.

Datar 2007.

Malla 2014.

Ministry of Rural Development
2012a.

Ministry of Rural Development
2013a.

Ministry of Rural Development 2014.
Joshi et al. 2015.

Imbert and Papp 2011.

33.
34.

35.
36.

37.

Ministry of Rural Development 2010.
Ministry of Rural Development
2013b.

Khera 2011.

For some states and union territo-
ries, such as Andaman and Nicobar,
Dadra and Nagar Haveli, Daman
and Diu, data are not available for
all of the past three years.

Despite the decline in physical
efficiency, something positive has
emerged through asset creation in
MGNREGA. About 30% of works
undertaken are for soil and water
conservation to support sustaina-
ble livelihoods. The Government of
India has now made it mandatory to
spend 60% of the project funds in
a district on works “directly related
to agriculture and allied activities
through development of land, water
and trees” (Ministry of Rural Devel-
opment 2013b, p. 50).
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Expenditure

Central government (% share)

State government (% share)*

Wages of unskilled manual workers

Cost of material
Wages of skilled and semiskilled workers

Administrative expenses to be determined by
Government of India (salary and allowances of the
project officer and staff)

Employment Guarantee Council

Central Employment Guarantee Council
State Employment Guarantee Council

Unemployment allowance if state government
unable to provide wage employment on time

100 =
75 =
= 25

100 —

100 =
= 100
— 100

* Each state is to form a state employment guarantee fund (SEGF).

Source: Derived from Ministry of Rural Development 2012.

Step 3: Preparation of draft development plan

Step 1: Identification of needs

Keep habitation level in sync with inte-
grated national resource management
Focus on scheduled castes, sched-
uled tribes, marginal and small farmers
and the landless labourers national re-
source-cum-social mapping to be done.
To be facilitated by Cluster Facilitation
Team and Task Force in consultation with
all stakeholders.

Step 2: Identification of resource envelope

Estimate resources available from differ-
ent source (state as well as centre) under
different schemes such as Integrated
Child Development Services, Integrated
Watershed Programme, Rashtriya Krishi
Vikas Yojana, Nirmal Bharat Abhiyan, Na-
tional Drinking Water Programme, and
plans of Gram Panchayats and resources.

Cluster Facilitation Teams and Task Force
to help prepare a plan, matching available
resources and the list of priority projects.
Elements to be undertaken under
MGNREGA which become part of the la-
bour budget.

Step 4: Approval by Gram Sabha

Draft plan to be approved by GS and the
suggestions incorporated, if any.

Step 5: Plan finalization

Plan with MGNREGA components to be
discussed in GS as well as GP. The priority
list of GS is to be maintained.

Note: The changes in the planning process and the re-

lated governance aspects have been effected through

operational guidelines by the MoRD.

Source: See Ministry of Rural Development 2013a—

Operational Guideline 4th edition, p. 50.
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MoRD has provided for states to have cluster
facilitation teams (CFTs) for a cluster of GPs.
CFTs will be established in blocks that need a
more intensive planning exercise to meet the
objectives of MGNREGA. For example, the
areas/blocks with a high proportion of land-
less agricultural labourers, SC, STs and other
vulnerable groups may be made a priority for
setup of CFTs. Such blocks will have at least
three CFTs. Each CFT will benefit a cluster
of GPs and will be accountable to each GP
within its cluster. Since the MGNREGA em-
braces the concept of integrated national re-
source management (INRM), the jurisdiction
of a CFT is worked out broadly to cover a mi-
ni-watershed and local aquifers, or an area of
approximately 15,000 hectares. Each CFT will
have four specialists to handle the following
four tasks:
e Community mobilization
e Soil and moisture conservation
e Agriculture and allied activities
e Management information systems and
information/communications technology

Appendix A1.4

Activity

In bigger blocks, there could be more
than three CFTs. One of the CFTs will be des-
ignated as having the assistant project officer/
team leader/coordinator. The project officer
will be the overall supervisor of CFTs; at the
same time, CFTs will be accountable to GPs
also within their own cluster.

With the expertise of the CFTs, develop-
ment plans at GP and at block level should
improve considerably in terms of addressing
vulnerable groups within different clusters
and sustainability in project development in
the INRM framework.

Convergence

Another aspect introduced in the planning
process is the convergence of MGNREGA
projects and those carried out under other
schemes. While the main objective of
MGNREGA schemes is achieving sustainable
livelihoods, these others aim also to improve
human development indicators.

Source: Compiled from Ministry of Rural Development

2013a-operational guideline 4th edition, p. 30-31.

Concerned programme/ministry/department

Construction of individual household latrines
Construction of Anganwadi centres

Registration of work demands of MGNREGA workers
Construction of village playfields

Watershed-related activity

Planting host plants of silkworms
Planting rubber trees

Seeking services for raising efficiency in implementation of

o Timely payment of wages through banks and post offices

o Expenditure internet connectivity at Gram Panchayat level

e Expediting seeding of Adhaar numbers of MGNREGA workers
in MGNREGAsoft

Total Sanitation Campaign (Nirmal Bharat Abhiyan), Ministry of
Drinking Water and Sanitation

Integrated Child Development Services, Ministry of Women and
Child Development

Anganwadi sahayikas (to help register workers)

Scheme: Panchayat Yuva Krida Aur Khel Abhiyan, Department
of Sports and Youth Affairs

Programme: Integrated Watershed Management Programme,
Department of Land Resources

Ministry of Textiles
Schemes of Rubber Board and Ministry of Commerce

Review with

e Department of Financial Services

e Department of Posts

e Department of Telecommunications

e Unique Identification Authority of India

Source: Compiled from Ministry of Rural Development 2014, p. 29-30.
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Total funds
available Annual growth
Total funds (including OB) of funds Works
available at constant available Expenditure as Total works completed
(including 0B) Expenditure 2011-12 prices in 2011-12 % of available taken up* Works as % of total
Year in % crore (% crore) (% crore) prices (%) funds (100,000) completed works taken up
2006-07 12,074 8,823 17,655 731 8.4 3.9 46.4
2007-08 19,306 15,857 26,578 50.5 82.1 17.9 8.2 46.0
2008-09 37,397 27,250 47,352 78.2 72.9 27.8 121 43.8
2009-10 49,579 37,905 59,092 24.8 76.5 46.2 22.6 489
201011 54172 39,377 59,029 01 2.7 51.0 25.9 50.8
2011-12 48,806 37,073 48,806 -17.3 76.0 80.8 27.6 341
2012-13 45,631 39,778 42,485 -13.0 87.2 104.6 2606 24.4
2013-14 42,216 38,672 36,820 -13.3 91.6 94.1 241 25.6

Note: Crore, 10 million.
* Total works taken up = Spillover works + New works.

Source: Derived from Ministry of Rural Development 2013.
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State Participation rate (%) (2011-12) Poverty estimates (%) (2011-12)
Andhra Pradesh 351 9.2
Arunachal Pradesh 2.2 34.7
Assam 249 32.0
Bihar 10.5 33.7
Chhattisgarh 62.4 39.9
Guijarat 121 16.6
Haryana 91 1.2
Himachal Pradesh 38.5 8.1
Jammu and Kashmir 27.8 10.4
Jharkhand 333 37.0
Karnataka 20.8 20.9
Kerala 341 71
Madhya Pradesh 35.0 317
Maharashtra 11.4 174
Meghalaya 779 11.9
Odisha 17.0 32.6
Punjab 7.3 8.3
Rajasthan 476 14.7
Sikkim 58.6 8.2
Tamil Nadu 66.6 1.3
Tripura 91.9 141
Uttar Pradesh 28.5 29.4
Uttarakhand 32.9 1.3
West Bengal 39.9 20.0
Goa 8.7 5.1
Total 31.2 219

Source: Planning Commission poverty estimates in 2013 and MoRD 2013.

B p——

Total rural households Total rural households Participation rate
Year (crore) worked in MGNREGA (crore) (%)*
2011-12 16.86 5.06 30.0
201213 1719 4,99 29.0
201314 17.23 4.79 27.8

Note: Crore, 10 million.

** Participation rate = Total rural households worked in MGNREGA + Total rural households. Total rural households in
2011-12 per 2011 Population Census. For other years, the compound annual growth rate of rural households for the period
2001-11 was used to estimate total rural households.

Source: Authors’ calculations from IHDS.
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Number of households Total employment days Share of scheduled castes Share of women in

provided employment generated Average employment and tribes in employment employment
Year (crore) (100,000) days per households (%) (%)
2006-07 210 90.50 43 61 40
2007-08 3.39 143.59 42 56 43
2008-09 4.51 216.32 48 54 48
2009-10 5.26 283.59 54 51 48
201011 5.49 25715 47 52 48
201112 5.06 218.76 43 41 48
201213 4.99 230.48 46 40 51
2013-14 4.79 220.22 46 40 53

Note: Crore, 10 million.

Source: Ministry of Rural Development 2010, 2015.
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State 2013-14 2012-13 2011-12
Andhra Pradesh 84.8 82.8 78
Arunachal Pradesh 66.9 91.0 100.0
Assam 69.4 66.0 61.7
Bihar 60.3 68.2 59.6
Chhattisgarh 76.5 75.0 75.0
Gujarat 614 80.8 66.8
Haryana 71.3 60.2 75.8
Himachal Pradesh 7.2 72.8 70.7
Jammu and Kashmir 48.2 72.0 52.2
Jharkhand 67.7 489 68.6
Karnataka 67.9 60.8 66.1
Kerala 97.7 62.7 98.1
Madhya Pradesh 72.8 97.6 62.3
Maharashtra 69.8 64.0 82.0
Manipur 79.2 79.8 99.8
Meghalaya 76.7 81.1 69.8
Mizoram 88.3 71.6 81.8
Nagaland 78.7 85.3 35.6
Odisha 741 67.1 63.3
Punjab 73.0 62.8 62.0
Rajasthan 72.4 67.7 70.2
Sikkim 61.7 73.3 68.2
Tamil Nadu 991 614 100.0
Tripura 76.5 99.2 62.4
Uttar Pradesh 67.6 76.7 70.0
Uttarakhand 65.0 73.6 63.2
West Bengal 67.2 63.8 60.7
Andaman and Nicobar 98.3 73.5 99.7
Dadra and Nagar Haveli 99.5

Daman and Diu . 0.0 .
Goa 7941 80.3
Lakshadweep 78.8 0.0 97.9
Puducherry 100.0 81.9 100.0
Chandigarh 100.0

Total 75.6 76.4 72.2

Note: Figures cover up to December of the financial year.
Source: Ministry of Rural Development 2012, 2013, 2014.
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State 2013-14 2012-13 2011-12
Andhra Pradesh 9.4 10.5 4.9
Arunachal Pradesh 5.1 2.5 82.6
Assam 5.4 5.2 5.8
Bihar 2.0 24 3.5
Chhattisgarh 5.0 3.7 3.3
Guijarat 8.5 6.7 8.5
Haryana 2.6 29 &)
Himachal Pradesh 4.3 4.7 4.5
Jammu and Kashmir 45 3.1 5.6
Jharkhand 47 4.4 4.8
Karnataka 2.2 3.8 8t
Kerala 4.2 3.7 3.7
Madhya Pradesh 8.4 47 4.3
Maharashtra 5.0 3.2 2.7
Manipur 7.0 1.5 2.2
Meghalaya 5.6 3.8 2.6
Mizoram 5.1 5.2 6.8
Nagaland 31 0.0 0.0
Odisha 33 4.0 5.2
Punjab 3.9 5.8 5.3
Rajasthan 6.7 5.0 5.7
Sikkim 6.0 6.1 6.5
Tamil Nadu 3.9 1.5 2.5
Tripura 49 34 34
Uttar Pradesh 3.7 6.5 4.0
Uttarakhand 2.3 3.8 35
West Bengal 3.9 2.6 5.5
Andaman and Nicobar 17.3 15.1 10.9
Dadra and Nagar Haveli

Daman and Diu . 0.0

Goa 2.7 8.2 9.0
Lakshadweep 32.7 20.1 11.0
Puducherry 5.6 5.4 14
Chandigarh . 0.0

Total 5.0 4.6 4.3

Note: Figures cover up to December of the financial year.
Source: Ministry of Rural Development 2012, 2013, 2014.
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CHAPTER

Who Participates in MGNREGA?

Ombkar Joshi, Sonalde Desai, Dinesh Tiwari

“We should be ashamed of resting, or

having a square meal, so long as there

is one able-bodied man or woman with-
out work or food.”

(Mahatma Gandhi, Young India,

6th October, 1921, p. 314)

MGNREGA serves the disparate goals
of providing minimum income secu-
rity to every rural household and at the
same time ensuring that the programme
helps the poor. But can a universal pro-
gramme be “pro-poor”? MGNREGA
advocates argue that a demand-driven,
self-selecting programme can accom-
plish both goals.

Targeting benefits to the poor does
not necessarily work. The Targeted
Public Distribution System (TPDS),
which provides subsidised grains to
the poor, has committed enormous er-
rors of inclusion and exclusion, leading
many researchers to suggest that it is
impossible to identify the poor."? But
MGNREGA relies on two key features to
ensure that it reaches the poor without
getting mired in the challenges of iden-
tifying the poor:

MGNREGA provides manual work.
MGNREGA typically undertakes pub-
lic works involving road construction,
land levelling, cleaning and deepen-
ing ponds and so forth—activities that
would not interest individuals who can
find non-manual work elsewhere.

MGNREGA strives to register disad-
vantaged groups. The programme
makes special efforts to register dalits,

adivasis, widows, destitutes and differ-
ently abled individuals. This focused
registration drive does, however, face
the same challenges of inclusion and
exclusion as other targeting efforts.
Despite MGNREGA's bottom-up,
demand-driven, self-selecting design,
there is still a substantial unmet de-
mand for work within MGNREGA, so ra-
tioning of work may exclude the poor.?
This chapter examines the extent to
which MGNREGA is pro-poor and man-
ages to serve the objectives spelled out
in the MGNREGA Act and subsequent
guidelines:
1. Ensuring livelihood security
for the most vulnerable people
living in rural areas by providing
employment opportunities for
unskilled manual work.*
2. Empowering marginalised
communities, especially women,
scheduled castes and tribes,
through rights-based legislation.

Careful analysis is required
to evaluate MGNREGA

Many studies use National Sample Sur-
veys (NSS) data to understand who par-
ticipates in MGNREGA work. But since
NSS surveys are cross-sectional, they
do not readily clarify this with precision.
NSS collects information on MGNREGA
participation and on consumption
expenditure, allowing us to examine
whether MGNREGA participation is
concentrated among households with
low consumption expenditure. But since
MGNREGA income raises households’
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consumption expenditure, it would be
easy to confuse positive programme
impact with capture of MGNREGA work
by non-poor households.

Fortunately we can avoid this confla-
tion of cause and effect by using data
from the India Human Development
Surveys (IHDS), described in greater
detail in Appendix |. The IHDS sur-
veys were conducted in 2004-05, just
before MGNREGA was implemented,
and again in 2011-12. By comparing the
same households at two points in time,
we can determine whether households
that were poor before MGNREGA was
implemented are more likely to partici-
pate in the programme than those who
were not poor.

The poor are more likely to

work in MGNREGA

Before MGNREGA was launched, about
42% of the total surveyed rural popula-
tion was below the poverty line. Among
the rural poor from IHDS-I, 30% of
households participate in MGNREGA,
compared with 21% of the non-poor
(Figure 2.1).> Among the households in

Households participating (%)

30

20

Non-poor

Source: Authors’ calculations from IHDS.

Poor
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the top consumption quintile, only 10%
participate.

These figures suggest that
MGNREGA is far more likely to attract
the poor than the non-poor. MGNREGA
is also more likely to attract workers
with lower education levels who cannot
find other work. Among households in
which no adult is literate, about 30% of
households participate in MGNREGA,
compared with only 13% in households
in which at least one adult is a college
graduate (Figure 2.2).

MGNREGA is also important
to the non-poor

Although MGNREGA is self-target-
ing in that it attracts poor households,
it enjoys broad appeal. If MGNREGA
functioned simply as an antipoverty
tool, support for the programme would
have eroded, given India’s spectacu-
lar success in reducing rural poverty
from 41.8% to 25.7% between 2004-05
and 2011-12.¢ But MGNREGA is impor-
tant to a wide spectrum of the Indian
population. Although a greater pro-
portion of poor households partici-
pates in MGNREGA (31% of the poor
vs. 23% of the non-poor), three-fourths
of MGNREGA participating house-
holds are non-poor. This is because
with declining poverty, only 21% of rural
IHDS households (and 25% of individu-
als) are poor. About 48% of MGNREGA
participants are in the lowest two quin-
tiles of the consumption expenditure
distribution, while about 31% are in the
highest two quintiles (Figure 2.3).

A number of factors may contrib-
ute to programme participation among
better-off households. First, even if they
are above the official poverty line, most
rural households are not particularly
rich. In 2004-05, about 75% of house-
holds had per capita monthly incomes
lower than 1,300.” This figure rose to
about 1,900 a month in 2011-12, but
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Source: Authors’ calculations from IHDS.

daily wages of 100 or more are still im-
portant for these households. Second,
MGNREGA work appeals particularly
to households with very small farms;
about 42% of MGNREGA participants
own farms that contain 1 hectare or
less. These cultivators have little work
outside of the peak harvesting season
and tend to supplement their meagre
farm incomes with any available labour.
In 2011-12, average annual incomes for

these marginal farmers were lower than
325,000.

This observation has two major
implications for public policy. First,
MGNREGA work could be readily used
during periods of emergency, such as
droughts, to provide supplemental
work. Second, public support for the
MGNREGA programme in rural areas
rests on its benefits to a broad spec-
trum of the population.

At the level of households, the poor-
est are most likely to participate in
MGNREGA, but this pro-poor bent is
far less pronounced at the state level
(Figure 2.4).

The correlation between MGNREGA
participation and per capita net state
domestic product, as an indicator of
state prosperity, is very weak. In Maha-
rashtra and Chhattisgarh, we see the
clear negative relationship between
prosperity and participation that we
would expect. By contrast, in some
prosperous states, such as Andhra
Pradesh and Tamil Nadu, participation
is high, while in poor states such as Bihar
participation is low. This pattern sug-
gests that MGNREGA implementation
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Per capita NSDP (), 2011-12
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Note: Per capita state domestic product calculated by authors from Census data and Indiastat. Administrative data from Ministry of Rural Development 2015 and
IHDS MGNREGA participation rates from IHDS survey data.

reflects state-level priorities rather than
actual programme demand. We pres-
ent MGNREGA participation rate based
on both administrative data and IHDS-II
data for comparison purposes. (Note
that small state samples for IHDS re-
duce the reliability of IHDS estimates at
state level, particularly for small states
like Manipur, Mizoram and Nagaland,
leading to greater divergence between
the two lines for these small states).

MGNREGA seems to be reaching
disadvantaged groups

MGNREGA guidelines recommend
increasing participation of historically
excluded groups such as dalits and adi-
vasis® by conducting special registra-
tion drives and providing these house-
holds with information about their
right to employment. Dalit and adi-
vasi households are indeed more likely

than forward castes to participate in
MGNREGA, and the participation rate
for dalit households is more than dou-
ble that of forward-caste households
as shown in Appendix A2.1a. Although
we expect lower participation of for-
ward-caste households due to their
higher incomes and education, the data
also point to success in reaching out to
marginalised groups.’

But who applied for MGNREGA work
and did not get it? In the initial phase,
some households could not be accom-
modated in community projects. Disad-
vantaged households thus might have
had even higher participation rates had
more work been available.

IHDS-II also asked who had applied
for and received work cards. Descriptive
statistics show that about 52% of house-
holds did not ask for a MGNREGA card,
and of the 48% that applied, 44% re-
ceived the card. Since an increasingly

36 MAHATMA GANDHI NATIONAL RURAL EMPLOYMENT GUARANTEE ACT: A CATALYST FOR RURAL TRANSFORMATION



greater proportion of households is ex-
cluded at each step of the process (get-
ting a card, looking for MGNREGA work
and actually finding work), it is possible
that in spite of the greater efforts at
providing cards to marginalised groups,
they may be excluded from getting
work, thereby reducing programme ef-
fectiveness. But descriptive statistics
presented below show that this is not
the case. If work is limited and any ra-
tioning is taking place, officials are more
likely to have favoured marginalised
households (Box 2.1). It is possible that
many privileged households asked for
cards simply as insurance and never ac-
tually looked for work. But regardless of
the reasons, it is heartening to see little
evidence of discrimination against dalit
and adivasi households.

Many forward-caste and affluent
households also received MGNREGA
work, even in villages with less-
advantaged households looking for
work. To some extent, this may repre-
sent some elite local capture of the
programme, to which we return in
chapter 6.

MGNREGA is a key element of
household survival strategy

MGNREGA guarantees employment
to households and not to individuals.
Households choose who among their
members will use the household work

allocation, which member will partic-
ipate in market-based activities and
which member will focus on house-
hold farm or domestic work. How-
ever, the programme structure shapes
the household decision-making pro-
cess. MGNREGA is probably the only
employment in which men and women,
as well as the young and the old,
are paid equally and in some cases,
MGNREGA may be the only work availa-
ble to women and the elderly (Box 2.2).0
MGNREGA also provides for on-site
childcare, although it is frequently not
available." The Act mandates that one-
third of work be reserved for women.
These features have led to high fe-
male participation rates in MGNREGA.
IHDS shows that 9% of Indian women
aged 15 and older participate in
MGNREGA, compared with 12% of
men, and 43% of MGNREGA work-
ers are women. This difference is far
smaller than one would see in other
types of work. For example, 52% of rural
men over age 18 participate in non-
MGNREGA work, compared with 22%
of women, and only 31% of workers are
women.””? MGNREGA also assists older
workers. Most rural Indian wage workers
participate in manual labour, either as
agricultural wage labourers or as nona-
gricultural workers. Most of these jobs
have heavy physical demands. Employ-
ers thus tend to prefer younger work-
ers, resulting in a sharp drop in wage

T ———— .

e 68% of households in the most affluent quintile of house-
hold assets never requested a MGNREGA card, compared
with only 47% in the poorest asset quintile.

e 67% of the forward-caste households never requested a

Did not ask for
MGNREGA
Rural card (52%)

households

MGNREGA card, compared with less than 40% of sched- (e Asked for

uled caste/tribe households.

e Among those who request the MGNREGA card, almost
everyone seems to get it, and scheduled caste/tribe or

MGNREGA

card (48%)

poor households are not more likely to be excluded.

Worked in
MGNREGA
(24%)
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work for older workers. By contrast,
MGNREGA welcomes middle-aged and
older workers (Figure 2.5).

A better-educated individual has
more job opportunities and is in a bet-
ter position to escape poverty. Since
MGNREGA offers only casual, tempo-
rary, unskilled labour opportunities, a
less-educated person is more likely to
turn to MGNREGA for employment.
IHDS data corroborate this fact: About
52% of MGNREGA participants are illit-
erate.”® Only four percent of participants
have any education above higher sec-
ondary. Our analyses show that when
households must choose which mem-
bers will participate in MGNREGA, they
are far more likely to choose a less-ed-
ucated brother than a more educated
one.

A glass half empty

Appendix A2.1a shows that 31% of
the poor and 23% of the non-poor in
201112 participate in MGNREGA. Why
do the remaining 70% of the poor not
participate in MGNREGA?

One major explanation is that work
is not easily available."™ Over 70% of
rural households in IHDS claim that they
did not participate in MGNREGA be-
cause not enough work was available.
We divided the states into three cate-
gories (low, medium, and high partici-
pation) on the basis of their MGNREGA
participation intensity from adminis-
trative data from the Ministry of Rural
Development. Less than 20% of rural
households participate in MGNREGA
in Bihar, Gujarat, Haryana, Punjab and
Maharashtra, while over 40% of house-
holds in Chhattisgarh, Rajasthan and
Tamil Nadu participate. Participation
also appears to be high in smaller north-
eastern states like Mizoram, Manipur
and Nagaland. Other states lie in the
middle. These state level differences
are not simply a function of higher in-
comes and better market opportunities
that might reduce household demand
for MGNREGA work. Even the poor in
the low implementation states are not
able to find MGNREGA work. In states
with a stronger programme, 60% of
poor households participate, while in

%
60

50
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40
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Source: Authors’ calculations from IHDS.
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Tara Bai, age 60, Rajasthan.

Tara Bai and her husband Sohan Lal Ji Sharma, age 65, live in
a kutcha house and have a total of 2.4 acres of land. Out of this,
they have distributed 1.8 acres between two sons who are living
separately. Tara Bai cultivates the remaining .6 acres. Land is an
important source of grain for the family but produces very little.
Last year they received 300 kg of wheat from the field; maize
production was almost zero last year, and wheat production was
lower than usual due to rain just before harvesting. Tara Bai and
her husband each receive old-age pensions of 500 a month.

Tara Bai also worked as an agricultural wage labourer for 20
days last year, but this year she was able to work only 16 days,
as her age and associated minor illnesses make it difficult to
find work.

Source: Interviews by IHDS staff. Names and photographs are changed to

protect respondents’ privacy.

low-prevalence states barely 11% of on administrative data provided by the
poor households participate (Figure Ministry of Rural Development), about
2.6). Improving state-level implemen- 11% of the sample villages did not con-
tation may thus have a tremendous im-  tain a single MGNREGA participating
pact on the ability of poor households household. As the case study reported

to obtain MGNREGA work.

in Box 2.3 notes, effective wage rate in

Local implementation challenges some villages may be lower due to the

hinder access the most. Even in states
with high coverage, many villages lack

MGNREGA programmes, while with an Figure 2.6

interested and active Gram Panchayat,
even in states with poor implementa-
tion, some villages manage to secure 75

Households participating (%)

MGNREGA work. A typical IHDS sam-
ple contains about 20 households per
village. Thus, when none of the IHDS
households participate in MGNREGA,

it is rarely by chance. As much as 27%
of the IHDS population lived in villages
where none of the sample households
participated in MGNREGA in the prior

year.

As Figure 2.7 shows, even in states
where overall MGNREGA participa-
tion rate is high, there are villages
where no sample household worked
in MGNREGA. For example, although
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Medium (21-40%) High (> 40%)

State-level participation rate

Rajasthan has h|gh overall MGNREGA  Source: Authors’ calculations from IHDS. State participation levels based on administrative data from

participation rate (about 48% based

Ministry of Rural Development.
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nature of the soil and requirement that
certain minimum amount of work must
be performed per day. This may reduce
both participation and implementation
of MGNREGA in that village. By con-
trast, even in states with poor overall
implementation, we find villages where
a large number of IHDS households

Figure 2.8

State participation level

work in MGNREGA programmes (Fig-
ure 2.8).

The authors’ analysis of variance
in MGNREGA participation using
IHDS data suggest that variation in
MGNREGA participation across vil-
lages explains the most difference in
programme participation. Differences
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Local practices make a tremendous difference in MGNREGA participation

Munshi Lal Dhakad, Rajasthan.

Munshi Lal Dhakad belongs to the Other Backward Class.
He has passed 5th class and is about 40 years old. He has two
sons and two daughters. His older son works in a hotel at Chit-
torgarh and the rest are studying at school. Munshi has 2.8 acres
of land that the family cultivates—the main income source for
the household.

About five years ago, Munshi got his job card and opened
a bank account with 2100. He demanded MGNREGA work sev-
eral times. Every time he was told that his name was not on
the muster roll. He was assured that in the next muster roll the
panchayat would add his name, but his name never appeared,
so Munshi decided not to ask for work.

Munshi also said that since the area around his village has
a rocky surface, it often took two days to complete the mini-
mum work requirement so workers earned only 360-70 per day,
and payment was often delayed. So he decided not to work in
MGNREGA.

Source: Interviews by IHDS staff. Names and photographs are changed to

protect respondents’ privacy.

across states explain about 17% of the
variation, across districts in the same
state about 22% and across villages in
the same district about 36%. The re-
mainder, 25%, is due to differences
among individuals in the same village.

How do we account for this strong
village effect? Research on local govern-
ance notes that decentralization of de-
cision making by itself does not ensure
better governance.” The lowest-level
governance unit, the Gram Panchayat—
consisting of a single village or a cluster
of villages—has primary responsibility
for generating demand for MGNREGA
projects and implementing at least 50%
of MGNREGA works. The results sug-
gest that local political economies may
substantially impact the ability of the
poor to access MGNREGA work.

Is geographic targeting feasible?

Lack of access to the programme in
many states suggests that implicit

rationing is already taking place. Could
programme performance be improved
by directing greater resources to the
poorest areas, thereby increasing
access of the poor to MGNREGA work?
This could work if the poor were mostly
concentrated in specific geographic
areas.

The Government of India has made
several attempts to identify the poor-
est areas. The last such effort by The
Planning Commission in 2003 involved
ranking districts based on agricultural
wages, output per worker and the
scheduled caste/tribe proportion of the
population.”” However, geographic tar-
geting by district may well miss most of
the poor, partly because of size disparity
among districts (Box 2.4). For example,
Dang in Gujarat was at the top of the list
of backward districts, but far more poor
people live in nearby Vadodara, which
is far richer but considerably larger in
size. A recent Ministry of Rural Develop-
ment exercise in identifying the poorest

CHAPTER 2: WHO PARTICIPATES IN MGNREGA?

41



T E—————————

Probably not.

MGNREGA is a universal programme providing 100 days of
employment to any adult member of a rural household who
seeks work. The government remains committed to a universal
programme. But public debate centres on reducing spending
while improving efficiency. Some suggest that targeting the 200
poorest districts would be more efficient than universal cov-
erage because it could provide a safety net to the most vul-
nerable households while reducing administrative costs and
inefficiencies.

But IHDS survey results suggest that targeting districts is
likely to be ineffective—and that targeting households may be
better.

Why? Because most of the nation’s vulnerable population
lives outside the 200 most backward districts. So targeting dis-
tricts is not feasible without drastically altering the intent of the
programme and the social contract behind it.

Myths about geographic targeting

Myth: People in the 200 poorest districts are far more disadvan-
taged than those in other districts.

Fact: While households in the poorest districts are some-
what more disadvantaged than those in the rest of the coun-
try, many households in the rest of the country are also highly
disadvantaged.

Myth: A focus on the poorest districts can target marginalised
groups such as scheduled castes and tribes.

Fact: While 38% of the population of the 200 most backward
districts consists of scheduled castes and tribes, 33% of the
population in rest of the districts is scheduled castes and tribes.
Since the rest of the districts cover greater proportion of India,
about two-thirds of the scheduled caste and tribe population
lives outside the most backward districts.

Myth: Most of the poor live in the poorest districts.
Fact: 69% of the poor live outside the poorest districts.

Myth: Employment guarantees are not crucial to those living
outside the poorest rural districts where other work is available.

Fact: While 28.4% of households in the poorest districts partic-
ipate in MGNREGA, 22.8% of those in other districts also ben-

efit, and programme earnings add to their household incomes.

Source: Authors’ calculations from IHDS.

In the other districts, 23% of adults have no education

Highest level of education Poorest Other All
for adult members districts (%) districts (%) (%)
None 30 23 25
1-4 standard

4-5 standard 8 9 9
6-9 standard 23 27 26
10-11 standard 12 13 13
12 standard or some college 10 1 il
Graduate/diploma 9 10 10
Total 100 100 100

Marginalised groups are spread around the country

Poorest Other All
Caste/religion category districts (%) districts (%) (%)
Forward caste 14.99 1711 16.48
Other backward class 36.2 39.03 38.2
Dalit/scheduled caste 26.06 23.47 24.24
Adivasi/scheduled tribe 1.7 9.57 10.2
Muslim 10.79 8.68 9.31
Christian, Sikh, Jain 0.25 215 1.59
Total 100 100 100

More poor people live outside the poorest districts

Poorest
districts
31%

Other
districts
69%

Outside the poorest districts, one in five households
participates in MGNREGA

Households participating (%)
30

20

Poorest districts Other districts
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blocks may yield better results because
it focuses on smaller area and hence
may be more precise in targeting. But
given the rapid changes in Indian soci-
ety and economic conditions, we may
find it difficult to develop accurate crite-
ria to identify the poorest areas for tar-
geting employment and use them over
the long term.

Notes

1. Kumar 2010.

2. Sahu and Mahamallik 2011.

3. Dutta, Murgai, Ravallion, and van de
Walle 2014.

4. This focus on vulnerable popu-
lations was enhanced through
phased implementation, with the
first 200 districts chosen on the
basis of backwardness as measured
by (high) proportion of scheduled
caste/tribe individuals, (low) agri-
cultural output per worker and (low)
agricultural wages per day).

5. Poverty is defined by per capita
monthly consumption according

1.
12.

13.

14.
15.

16.
17.

to the Tendulkar poverty line for
2004-05, established by The Plan-
ning Commission.

The Planning Commission 2013.

All figures are in 2011-12 constant
rupees.

Desai and Dubey 2011.

Desai and Dubey 2011.

. However, some discrimination

against women and the elderly
exists where payment is based on
piecework, particularly when the
norms for work to be performed are
demanding.

Khera and Nayak 2009.

Wage work includes agricultural,
nonagricultural and salaried work.
There is no restriction on the min-
imum number of hours individuals
must work to be defined as workers.
It includes missing education data
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Das 2015.

Dutta, Murgai, Ravallion, and van de
Walle 2012.

Mansuri and Rao 2013.

The Planning Commission 2003.
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Appendix A2.1a

Distribution of MGNREGA participant

Households in Household participation in NREGA (%) and nonparticipant households
Household characteristics sample (%) No Yes Total Nonparticipants Participants
All India 100 75.6 24.4 100 100 100
More developed village 46.1 79.6 20.4 100 48.5 38.5
Less developed village 54.0 72.2 27.8 100 51.5 61.5
Forward caste 17.2 85.3 14.7 100 194 10.4
Other backward class 371 78.7 21.3 100 38.6 32.4
Dalit/scheduled caste 241 64.0 36.0 100 20.3 35.6
Adivasi/scheduled tribe 10.4 71.3 28.8 100 9.8 12.3
Other religious 11.2 79.8 20.2 100 119 9.3
Landless 46.4 775 22.5 100 47.6 42.8
Marginal (01 hectares) 36.6 72.0 28.0 100 34.9 42.0
Small (1-2 hectares) 9.6 75.4 24.6 100 9.5 9.7
Medium and large (2—5 hectares) 7.4 81.9 18.1 100 8.1 515
Neg<1000 B85) 79.5 20.5 100 3.7 3.0
Poorest quintile 16.5 73.7 26.3 100 16.1 17.8
2nd quintile 20.0 69.3 30.7 100 18.3 25.2
3rd quintile 20.0 71.8 28.2 100 19.0 23.2
4th quintile 20.0 77.0 23.0 100 20.4 18.9
Richest quintile 20.0 85.5 14.5 100 22.6 11.9
Poorest quintile 20.0 69.2 30.8 100 18.3 25.3
2nd quintile 20.0 715 28.5 100 18.9 23.5
3rd quintile 20.0 75.3 24.7 100 19.9 20.3
4th quintile 20.0 e 22.3 100 20.5 18.3
Richest quintile 20.0 84.6 15.4 100 22.4 12.6
Non-poor 60.6 79.0 21.0 100 63.3 52.3
Poor 39.4 70.5 29.5 100 36.7 47.7
Poorest quintile 25.4 68.3 317 100 229 331
2nd quintile 18.2 72.4 276 100 17.4 20.6
3rd quintile 216 7241 28.0 100 20.6 24.8
4th quintile 15.7 775 22.5 100 16.1 14.5
Richest quintile 19.1 911 8.9 100 23.0 7.0
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Appendix A2.1a

Distribution of MGNREGA participant

Households in Household participation in NREGA (%) and nonparticipant households

Household characteristics sample (%) No Yes Total Nonparticipants Participants
emequntles @UTI12)

Neg<1000 33 82.5 17.5 100 36 2.3

Poorest quintile 16.7 724 27.6 100 16.0 19.0

2nd quintile 20.0 7.2 28.8 100 18.8 23.7

3rd quintile 20.0 735 26.5 100 19.4 21.8

4th quintile 20.0 74.8 25.2 100 19.8 20.7

Richest quintile 20.0 84.7 15.3 100 22.4 12.6
Cowmponquintles Q112

Poorest quintile 20.0 68.5 315 100 181 25.8

2nd quintile 20.0 719 28.1 100 19.0 231

3rd quintile 20.0 76.0 24.0 100 20.1 19.7

4th quintile 20.0 78.0 22.0 100 20.6 18.1

Richest quintile 20.0 83.8 16.2 100 22.2 13.3
Poetysaus @02

Non-poor 79.5 772 22.8 100 811 74.2

Poor 20.6 69.4 30.6 100 18.9 25.8
gssaunles Q01112

Poorest quintile 24.9 72.7 27.3 100 23.9 27.8

2nd quintile 18.7 70.8 29.2 100 175 22.4

3rd quintile 20.7 72.2 27.8 100 19.8 23.6

4th quintile 18.6 75.2 24.8 100 18.4 18.9

Richest quintile 17.2 89.7 10.3 100 20.4 7.3
Mghesthowseholdeducaton

lliterate 24.7 70.3 29.7 100 23.0 30.1

Primary (1-4 standard) 7.4 69.6 30.4 100 6.8 9.2

Middle (5-9 standard) 34.2 72.9 271 100 329 381

Secondary (10—11 standard) 12.9 81.3 18.7 100 13.8 9.9

12 standard/some college 10.8 83.1 16.9 100 11.8 7.5

Graduate/diploma 101 87.3 127 100 1.7 53
Moadits @)

1-2 54.8 74.8 25.2 100 54.2 56.8

3-4 35.4 75.4 24.6 100 35.3 357

4+ 9.8 81.3 18.7 100 10.5 75
RegontyNREGApartpatonrate

Low < 20% 27.8 92.5 75 100 34.0 8.6

Medium 20-40% 56.6 72.7 27.3 100 54.4 63.4

High > 40% 15.6 56.1 439 100 1.6 281

Source: Authors’ calculations from IHDS.
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Distribution of MGNREGA participant

Households in Household participation in NREGA (%) and nonparticipant households
Household characteristics sample (%) No Yes Total Nonparticipants Participants
Al India 100 75.6 24.4 100 100 100
Jammu and Kashmir, Himachal
Pradesh, Uttarakhand 3.8 72.5 27.5 100 3.7 4.3
Punjab, Haryana 4.0 921 8.0 100 49 1.3
Uttar Pradesh, Bihar, Jharkhand 28.5 84.1 15.9 100 316 18.6
Rajasthan, Chhattisgarh, Madhya
Pradesh 14.5 61.3 38.7 100 1.7 23.0
West Bengal, Odisha, Assam,
Northeast region 16.4 68.1 319 100 14.8 215
Guijarat, Maharashtra, Goa 1.4 96.9 3.1 100 14.6 14
Andhra Pradesh, Kerala,
Karnataka, Tamil Nadu 214 66.1 339 100 18.7 29.9

Note: Northeast region: all north-eastern states except Assam.

Source: Authors’ calculations from IHDS.
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Men Women Men Women
Partici-  Not partici- Partici-  Not partici-

Individuals Menin  Women patingin  pating in patingin  pating in MGNREGA MGNREGA MGNREGA MGNREGA
Individual insample sample insample MGNREGA MGNREGA MGNREGA MGNREGA participants nonpartici- participants nonpartici-
characteristics (%) (%) (%) (%) (%) Total (%) (%) Total (%) pants (%) (%) pants (%)
All India 100 100 100 12.2 87.8 100 8.8 91.2 100 100 100 100 100
1517 years 8.1 8.3 7.8 2.0 98.0 100 17 98.4 100 14 9.3 15 8.5
1824 years 18.6 18.6 18.7 7.6 92.5 100 2.9 971 100 11.6 19.6 6.1 19.9
25-29 years 10.8 10.6 11.0 12.7 87.3 100 8.2 91.8 100 11.0 10.5 10.3 111
30-39 years 18.2 17.9 18.5 15.9 84.1 100 13.5 86.5 100 23.4 171 28.5 17.6
40-49 years 16.4 16.3 16.4 18.4 816 100 15.3 84.8 100 247 15.1 28.5 15.3
50-59 years 12.0 12.2 1.8 16.7 83.3 100 12.2 87.8 100 16.7 1.6 16.3 1.4
60—-64 years 53 54 51 17 88.3 100 8.7 91.3 100 52 5.4 51 51
65+ years 10.7 10.8 10.6 6.9 931 100 3.2 96.8 100 6.1 1.4 3.8 1.2
Unmarried/no
gauna 22.9 28.3 17.5 5.0 95.0 100 2.0 98.0 100 1.6 30.6 4.0 18.9
Married 67.4 67.3 67.4 15.3 84.7 100 10.8 89.3 100 84.6 64.9 80.9 66.1
Widowed/
separated/divorced 9.7 4.4 15.1 104 89.6 100 9.0 91.0 100 3.8 4.5 15.1 15.1
Head 30.0 52.5 8.8 17.0 83.1 100 15.1 84.9 100 73.2 49.6 15.0 8.2
Spouse 241 0.3 46.5 9.0 91.0 100 13.0 87.0 100 0.2 0.3 68.7 443
Other 46.0 47.2 44.8 6.8 93.2 100 3.2 96.8 100 26.6 50.1 16.3 475
Illiterate 36.7 24.8 479 18.6 81.4 100 12.6 87.4 100 38.0 23.0 68.7 459
Primary
(1—4 standard) 8.1 9.4 7.0 16.9 83.1 100 9.9 90.1 100 13.0 8.8 79 6.9
Middle
(5-9 standard) 32.0 36.4 27.8 11.8 88.2 100 6.2 93.8 100 354 36.5 19.6 28.6
Secondary
(10-11 standard) 1.4 141 8.7 6.0 94.0 100 2.8 97.2 100 7.0 15.1 2.7 9.3
12 standard/
some college 7.6 9.4 6.0 5.8 94.2 100 14 98.6 100 4.5 10.0 1.0 6.5
Graduate/diploma 4.2 6.0 2.6 45 95.5 100 0.3 99.7 100 2.2 6.5 0.1 2.8

Source: Authors’ calculations from IHDS.
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Men Women Men Women
Partici-  Not partici- Partici- Not partici-

Individuals Menin  Women patingin  pating in patingin  pating in MGNREGA MGNREGA MGNREGA MGNREGA
Individual insample sample insample MGNREGA MGNREGA MGNREGA MGNREGA participants nonpartici- participants nonpartici-
characteristics (%) (%) (%) (%) (%) Total (%) (%) Total (%) pants (%) (%) pants (%)
Al India 100 100 100 12.2 87.8 100 8.8 91.2 100 100 100 100 100
Jammu and
Kashmir, Himachal
Pradesh,
Uttarakhand 41 3.8 4.3 12.5 87.5 100 7.0 93.0 100 3.9 3.8 3.4 4.4
Punjab, Haryana 4.6 4.8 4.4 3.2 96.8 100 2.0 98.0 100 13 5.3 1.0 4.7
Uttar Pradesh,
Bihar, Jharkhand 28.5 21.7 29.3 9.5 90.5 100 2.8 97.3 100 217 28.6 9.2 31.2
Rajasthan,
Chhattisgarh,
Madhya Pradesh 14.0 14.0 13.9 19.8 80.2 100 18.8 81.2 100 22.7 12.8 29.9 12.4
West Bengal,
Odisha, Assam,
Northeast region 16.7 17.2 16.2 18.0 82.0 100 6.6 934 100 25.5 16.1 12.2 16.6
Gujarat,
Maharashtra, Goa 1241 12.6 1.7 1.7 98.3 100 1.0 99.0 100 18 141 1.3 12.7
Andhra Pradesh,
Kerala, Karnataka,
Tamil Nadu 201 19.9 20.3 14.2 85.8 100 18.7 81.3 100 23.2 19.5 431 18.1

Note: Northeast region: all north-eastern states except Assam.

Source: Authors’ calculations from IHDS.
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CHAPTER

How Important is MGNREGA in
Shaping Household Income Security?

Prem Vashishtha, P.K. Ghosh, Jaya Koti

“| know that it is easier to fling free
meals in the faces of idlers, but much
more difficult to organize an institu-
tion where honest work has to be done
before meals are served. From a pecu-
niary standpoint, in the initial stages
at any rate, the cost of feeding peo-
ple after taking work from them will be
more than the cost of the present free
kitchen. But | am convinced that it will
be cheaper in the long run, if we do not
want to increase in geometrical pro-
gression the race of loafers which is fast
over-running this land.”
(Mahatma Gandhi, Young India,
13th August, 1925, p. 282)

Whether workfare or welfare is the best
way of providing social safety nets to
the poor has long been a subject of
debate in the social policy literature.!
While workfare programmes such as
MGNREGA are politically appealing,
their poverty reduction impact depends
on the causes of poverty and whether
the poor are able to participate in work
programmes—whether ill health or
other handicaps that pushed them into
poverty will also prevent participation.?
Several questions must be answered to
decide future policy for the MGNREGA
programme, especially given the recent
decline in participation rates:
* How is vulnerability to be measured
and vulnerable people identified?
* Does MGNREGA successfully attract
the poor and vulnerable?
* How important is MGNREGA in-
come for participants, especially the
poor?

* Does MGNREGA significantly re-
duce poverty, especially among the
poorest?

* How much additional employment
(and financial resources) would lift
the chronic poor and vulnerable
above the poverty line?

The poor and the socially vulnerable
(agricultural wage labourers, adivasis,
dalits and other backward classes and
landless, marginal and small farmers)
have dominated MGNREGA participa-
tion And MGNREGA was instrumental in
reducing poverty among these groups.
The programme reduced poverty over-
all by up to 32%?2 and prevented 14 mil-
lion people from falling into poverty.
MGNREGA has had greater impact in
less developed areas, but low participa-
tion seems to constrain its potential to
alleviate poverty, especially in the least
developed areas and among socially
vulnerable groups.*>¢78210.11

MGNREGA employment may not
be a panacea for alleviating rural pov-
erty because, as the recently published
Socio-Economic Caste Census'? data
reveal, rural populations suffer from
several other deprivations as well—
poor health, disabilities, single heads
of household, absence of earning
adults—making safety nets other than
employment creation necessary.”® The
antipoverty implications of MGNREGA
also need to be better understood as
government begins to rationalise a va-
riety of centrally sponsored schemes
and to define priority groups eligible
for food subsidies under the National
Food Security Act (NFSA) of 2013. The
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latter is of particular interest because
poverty line itself was defined with re-
spect to caloric sufficiency in 1979.'
The caloric norms have been dropped
in recent years,” but the poverty
threshold from 1979 continues to guide
recent versions of the poverty thresh-
old, with much of the change driven
by differential changes in prices across
states or urban and rural areas. Thus,
in some sense the two major safety net
programmes, MGNREGA and NFSA,
attack the same problem: one through
workfare, the other through wel-
fare. The poverty reduction impact of
MGNREGA may have implications for
other safety net programmes, particu-
larly food security.

Understanding vulnerability

Vulnerability has three dimensions: eco-
nomic, social and environmental. The
economic dimension involves welfare
loss arising from shocks to household
income.' The outcomes of such shocks
are normally reflected in impact on
poverty or poor nutrition.”” These out-
come measures are so closely related
that most agree any strategy to alleviate
poverty must include interventions to
mitigate household vulnerability.”®

But despite a rough consensus on
how to measure poverty, there is lit-
tle agreement on how to measure vul-
nerability.1#20.21.222324 Not all vulnerable
households are necessarily poor. Fur-
thermore, where poverty is typically
static over time, vulnerability is dy-
namic. We must distinguish between a
household trapped in poverty (static)
and a household that could fall into
poverty (dynamic).

Vulnerability can be measured at
the household level in two interrelated
ways:

e Temporal decline in household
consumption
* Temporal change in poverty status.

Temporal decline in household consumption
Households are exposed to both inter-
nal and external shocks. Categorical
events such as illness, loss of a job,
or a large expenditure that not part
of regular consumption—idiosyn-
cratic factors—cause internal shocks.
Other events, such as flood, drought,
excessive or untimely rainfall, or other
weather conditions adversely affect-
ing crop output can cause systemic or
external shocks.

Such events reduce both income
and household consumption levels. Fre-
quent or prolonged exposure to shocks
reduces not only current consumption
but also long-term consumption, be-
cause such a trend reduces a house-
hold’s capacity to earn income and
cope with livelihood problems. Under-
standing the impact of shocks requires
examining long-term change in per cap-
ita household consumption, especially
a negative change and its magnitude.
Households with a substantial drop in
per capita consumption are considered
more vulnerable than others.

Temporal change in poor/non-poor status

To direct public policy, one needs to
know which households are poor and
likely to remain poor and which are not
poor but may slip into poverty. A rise
in income or in-kind subsidies can help
households escape poverty. But the
most appropriate policy instrument,
such as creating employment or pro-
viding food subsidies, depends on the
nature of poverty and the forces that
led to poverty. Where poverty is mostly
chronic—that is, individuals are born in
circumstances such as geographic loca-
tion or caste—certain instruments of
poverty alleviation may be important.
Where a substantial portion of poverty
is generated by external shocks that
push individuals into poverty, different
policy instruments may be needed. This
schema of dynamic poverty, a corollary
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of the fluctuation in per capita con-
sumption level, is reflected in Table 3.1.

Decline in real per capita consumption
IHDS-II data reveal that in 30.7% all
households, per capita consumption
(PCC) fell between 2004-05 and 2011-
12 in real terms. In more than half of
these households it fell by more than
25% (Appendix A3.1).

Households with falling PCC as well
as households with rising PCC are found
in all consumption deciles. But the dis-
tribution of these changes across con-
sumption deciles follows a strong pat-
tern relating consumption decile with
falling or rising consumption. Rising
PCC is seen at higher deciles and falling
PCCis seen at lower deciles. In 2004-05
about 40% of the rural population was
poor. While the poverty rate has fallen,
the lowest four deciles still appear to be
consumption vulnerable.

Vulnerability and poverty dynamics> 2?4?28
For the chronic poor and those who
slipped into poverty, mean real PCC fell
by one percent and about 45%, respec-
tively (Table 3.2). Those who escaped
poverty increased their household PCC
by 78%. The modest drop in PCC for
the chronic poor shows that their depth
of poverty (the distance from the pov-
erty line) remains almost unchanged.
Both the chronic poor and those who

Table 3.1

Poverty Poverty status in 2011-12
status in
2004-05 Non-poor Poor
) Remained non-poor
Non-poor (Remained non-poor)
Poor Remained poor

(Chronic poor)
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slipped into poverty, together consti-
tuting more than 20% of rural house-
holds, are considered “consumption
vulnerable.”27:30.3

But the exact proportion of vulner-
able households depends on how the
poverty level is defined, an issue of
recent debate. We define consump-
tion-based poverty as it is defined by
the government of India and focus on
identification of vulnerability on the
basis of empirical evidence.*

Social dimension of vulnerability
Implementing a successful public works
programme requires identifying vulner-
able households. Since income is not
easily measurable in India, and in any
case it may itself be a function of vul-
nerability (illness or unemployment),
the ability to identify vulnerable house-
holds by characteristics such as social
group, land ownership and place of res-
idence (rural vs. urban, developed vs.
less developed) would be highly useful.
If households could be identified as vul-
nerable on the basis of group identity
or “poor credentials” such as education
or work experience, policy would be
easier to implement. In the rural Indian
context, the following social groups
are closely associated with poverty and
vulnerability or are perceived to have
“poor credentials”:3

* Scheduled castes or dalits.

Table 3.2

Mean % change
Poverty status PCC, 2004-05 PCC, 2011-12 in PCC
Chronic poverty 7,619 7,542 -1.0
Slipped into poverty 14,724 8,085 —451
Escaped poverty 10,339 18,399 78.0
Remained non-poor 24,314 26,213 7.8
Total 17,189 19,606 141

Note: PCC, per capita consumption.

Source: Authors’ calculations from IHDS.
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Figure 3.1

Households (%)

100

—

// % change real PCC >0
50

_/

% change real PCC <0

/
. /——
/

-100

Bottom 2 3 4 5

6 7 8 9 Top

Per capita consumption decile, 2011-12

Note: PCC, per capita consumption.

Source: Authors’ calculations from IHDS (based on Appendix A3.1).

e Scheduled tribes or adivasis.
e Other backward classes.

Social groups

"Consumption vulnerable” households
are found in all the social groups (Table
3.3). Even in the forward castes, 10.5%
of households are vulnerable. Adiva-
sis (38.4%) and dalits (25.4%) have the
highest proportion of the consump-
tion vulnerable within their groups.
And chronic poverty is most prevalent

Table 3.3
Other Dalit/ Adivasi/ Other
Temporal Forward backward scheduled scheduled religious
poverty status caste class caste tribe groups Total
Chronic poor 4.5 9.8 15.8 30.5 10.8 12.6
Slipped into poverty 6.0 79 9.6 7.9 8.0 8.0
Escaped poverty 17.6 26.6 30.2 34.8 27.0 26.8
Remained non-poor 72.0 55.8 44,5 26.9 54.3 52.7
Total 100 100 100 100 100 100

Source: Authors’ calculations from IHDS.
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among adivasis (30.5%), followed by
dalits (15.8%).

Education

Education is considered a prime instru-
ment for moving households out of
chronic poverty. The proportion of con-
sumption vulnerable (chronic poor and
slipped into poverty) is highest among
the illiterate (28.6%), followed by those
with 1-4 standards of education (26.7%),
5-7 standard (24.6%) and 8-9 standard
(21.4%).3* The proportion of consump-
tion vulnerable is relatively low among
households with 10-11 standard (14.0%)
and above: 12 standard/college (14.2%)
and graduate/diploma (5.8%) (Appen-
dix A3.2). So one policy goal might be to
increase average education levels to at
least secondary levels and generally target
antipoverty programmes towards those
with education of less than 10 standard.

Land ownership
Given the low productivity and fluctu-
ating growth of Indian agriculture and
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its heavy dependence on weather, small
and marginal farmers and landowners
(those owning or cultivating less than
two hectares) are considered socially
vulnerable. Although consumption-
vulnerable households are found even
in the medium and large landowner cat-
egories, their proportion (11.7% com-
bined) is relatively small compared with
among the landless (22.0%) and mar-
ginal landowners (22.0%) (Appendix
A3.3).%

Agricultural wage labourers

Agricultural wage labourers are also
considered socially vulnerable as a
group, because they depend mainly
on seasonal agricultural work for their
livelihoods. About 47% of agricultural
wage labourers are landless and 38.5%
are marginal landowners. Thus some
85.6% of labourers belong to the com-
bined category of landless and mar-
ginal land owners and are perceived
as the fringe of rural society (Appendix
A3.4).

Of such labourers, 19.0% are chron-
ically poor and 9.5% slipped into pov-
erty. So 28.5% of labourers are consid-
ered consumption vulnerable, ranking
second only to adivasis, 38.4% of whose
households are consumption vulnera-
ble. Most also have low education levels
(illiterate and 1-4 standard).

Labourers are drawn from all caste
groups and landowner groups, but
mainly from vulnerable social groups
(dalit and adivasi) and land ownership
categories (landless and marginal farm-
ers).% So it is not useful for policy pur-
poses to identify labourers as a sepa-
rate group.

Vulnerable households
and MGNREGA use

MGNREGA's success depends on the
participation of the rural poor. But to
what extent do vulnerable households
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Vulnerable households show the following characteristics:

e Decline in per capita consumption (any decline for about 31% of house-
holds, severe decline of 25% or more for about 16% of households)

e Temporal poverty status of “chronic poor” and “slipped into poverty.”
These groups made up 20.6% of rural households in 2011-12.

e Based on these criteria, the following are socially vulnerable groups:
e Social group: adivasis, dalits and other backward classes
* Landowning category: landless, marginal and small farmers
e Education: illiterate, up to primary and 5-9 standards of education

e Agriculture wage labourers are also vulnerable but are not treated as a
separate category, because they belong to a range of socioeconomic

groups.

participate in MGNREGA? Does

MGNREGA discriminate against some

vulnerable and poor? How significant is

MGNREGA income to participating vul-

nerable and poor households?¥

Of rural households, 20.6% were vul-
nerable (poor) in 2011-12, of which 31%
participated in MGNREGA (Figure 3.2).
This forms about six percent of all rural
households. Since MGNREGA cover-
age of rural households was 24.4% in
201112, poor or vulnerable MGNREGA
participants constitute about a fourth of
MGNREGA households. As we noted in
chapter 2, this suggests the MGNREGA
is important for both vulnerable and
non-vulnerable households. None-
theless, the proportion of vulnerable
households is greater among partic-
ipants than among nonparticipants
(25.8% vs. 18.9%).

So how is MGNREGA participation
distributed among the socially vulnera-
ble subgroups (by land ownership, edu-
cation and social groups)? We make two
comparisons:

1. Relative proportion of vulnerable
MGNREGA participants (A in Figure
3.2) and vulnerable nonparticipants
(B).

2. Relative proportion of vulnerable
(A) and non-poor (C) MGNREGA
participants.
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All rural households

Vulnerable (20.6%)

Source: Authors’ calculations from IHDS.

Vulnerable (25.8%) of MGNREGA 24.4% of

rural
households

Vulnerable (18.9%) of non-MGNREGA

MGNREGA and land ownership

* The proportion of landless, mar-
ginal and small landowners is higher
among MGNREGA participants than
among nonparticipants. The pro-
portions of MGNREGA participants
in these landowning categories is
31.2%, 33.0% and 29.4%, respec-
tively. The corresponding propor-
tions for the non-MGNREGA group
are significantly smaller: 25.2%,
23.9% and 18.3%, respectively (Ap-
pendix A3.5).

*  Among MGNREGA participants, the
proportion of landless and marginal
landowners is higher than that of
medium and large landowners (com-
bined). The proportion of landless
and marginal landowners among
MGNREGA participation is 31.2%
and 33.0%, compared with 25.6% for
medium and large landowners (Ap-
pendix A3.6).

MGNREGA and education level

At every education level, the propor-
tion of vulnerable households is higher
in MGNREGA than in non-MGNREGA
groups. The gap is much higher at

lower education levels (below primary,
primary, middle and secondary).

Among MGNREGA participants, the
proportion of vulnerable households
declines rapidly as education level rises.
For example, the proportions of vulner-
able in the below-primary and primary
education groups among MGNREGA
participants are 40.0% and 34.8%, com-
pared with 26.8% and 10.9%, respec-
tively, for the higher-secondary and
graduation-and-above groups (Appen-
dix A3.5).

MGNREGA and social group
The proportion of vulnerable house-
holds in every social group is higher
among MGNREGA participants than
for nonparticipants, particularly in the
other backward class, dalit and non-
Hindu (other religions) categories. Sur-
prisingly, the proportion of vulnerable
households among adivasis is only mar-
ginally higher for participants, perhaps
due to their high incidence of poverty
and lesser access to MGNREGA . %
Among MGNREGA participants,
the social groups with the highest pro-
portions of vulnerable households
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are adivasis (45.7%), followed by dalits
(33.8%) and non-Hindus (32.9%) (Ap-
pendix A3.5). The heterogeneous non-
Hindu category, which shows a high de-
gree of MGNREGA participation, needs
a more disaggregated analysis.

MGNREGA’s role in
household income

IHDS-II gives not only the total income
but also the specific contributions of
its different components to income of
each household. MGNREGA income
is given as a separate component,
allowing analysis of the relative impor-
tance of MGNREGA income for these
households.

Mean income of MGNREGA households

The mean annual per capita income
of MGNREGA households in 2011-12
(at current prices) was 13,800, com-
pared with 220,000 and 18,484 for
non-MGNREGA and all rural house-
holds. MGNREGA households’ mean
per capita income was lower than non-
MGNREGA households by 31.0% and
lower than all rural households by 25.3%.

Income composition of NREGA households
Farm income is the largest component
of total income for all households, con-
tributing 31% to the income of non-
MGNREGA households, 30% to that
of all rural households and 24.4% to
MGNREGA households. The next four
largest contributors to income for non-
MGNREGA and all rural households are
salary, nonagricultural wages, business
income and agriculture wages. Since
non-MGNREGA households constitute
about 76% of rural households, they
dominate the pattern of income com-
position (Table 3.4).

For MGNREGA households, farm
income, nonagricultural wages and
agricultural wages are the impor-
tant sources of income. Income from
MGNREGA employment is the fifth larg-
est income component (8%). Agricul-
tural wages constitute 19.3% of income,
the third largest component. Business
in