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What is MGNREGA? 

Mahatma Gandhi National Rural Employment 
Guarantee Act, 2005 

Law, Act of parliament – NOT a government program 

A Right to Work – 100 days/year/person @ minimum 
wages  

~ INR 100-120/day (US$ 2.5-3/day) 

Key Objectives:  

 (1) Employment creation as social security;  

 (2) Sustainable rural asset creation;  

 (3) Empowerment of village communities 



What is MGNREGS? 

 > 2.5 Billion person-days of employment 

 ~ 48% Women workers 

 ~ 50-55 Million Households 

 ~ US$ 9 Billion annual expenditure, un-capped!  

 Key features: Participatory planning, self-targeting 
mechanism, high degree of transparency 

 Works are identified by the Gram Sabha, the general body 
meeting of the village-level governance institution 

 Between 50-67% of MG-NREGS investments are in  water-
related works 

 Arguably the world’s largest rural livelihoods security 
program and may well be the world’s largest rural water 
security program 



Some broad numbers… 



Unique Self-targeting Program 

Mis-targeting and elite-capture common ails of social 
programs in India 

However, in MGNREGS, rich elite unlikely to be willing 
to work at minimum wages 

 Lot more Job Cards issued vis-à-vis people turning up for work 

 Impact from MGNREGS 

Wage Impact: Employment close to home 

Non-Wage Impact: Creation of rural assets, transformation of 
rural wage labor markets, greater equity in male-female wages, 
reduction in distress migration, several other secondary and 
tertiary impacts 



The MGNREGS Protocol… (1) 

 Any person willing to undertake unskilled manual labor at minimum 
wages registers with the Gram Panchayat by applying for the Job Card; 

 After due verification, Job Cards are issued, at no cost; 

 Job card holders can apply for work to the Gram Panchayat which 
issues a dated receipt thereby promising work within 15 days; 

 If employment is not provided within 15 days, the applicant can 
claim unemployment allowance; 

 At least 1/3rd of workers must be women; wages must be paid within 
15 days of completion of work; certain facilities must be provided to 
all MGNREGS workers; 

 Gram Sabha, the village general body meeting, prepares a list of works 
to be undertaken in the village; the list goes to MGNREGS 
administration for technical feasibility and budget allocation; 

 



The MGNREGS Protocol… (2) 

Application for Job Card 

Demand for employment 

Issue of Job Card 
Verification 

Acknowledgement 
of demand 

Selection of works 

Approval of projects 

Informing village PRI 

Preparation of 
estimates 

Work allocation 

Social Audit 

Work Measurement 

Payment of wages through bank / PO 



The MGNREGS Protocol… (2) 

 Aggregated at the block and then the district level, each district 
prepares an inventory of works that can be undertaken from among 
the list of permissible works: 

 Water conservation and water harvesting; 

 Rural connectivity for all-weather access; 

 Common land development, incl. watershed works; 

 Drought proofing, including plantations and afforestation; 

 Irrigation canals, including micro and minor irrigation works; 

 Provision of irrigation facilities, plantation, horticulture, land 
development on lands owned by marginalized households; 

 Flood control and protection, including drainage in water logged areas; 

 Maintenance of assets already created under MGNREGS; 

 Any other works that maybe notified by the MGNREGS administration. 

 

 

 



The MGNREGS Protocol… (3) 

 At least 50% of the works must be implemented by the Gram 
Panchayat; the rest may be implemented by NGOs, SHGs, 
government line departments, government-controlled cooperatives, 
public sector undertakings 

 A ratio of 60:40 (Wages : Material) or higher has to be maintained 

 If MGNREGS work is provided more than 5 kms away from home, 
additional 10% wages are to be paid; 

 Social Audits must be conducted by the Gram Sabha; NGOs may be 
involved in the social audit process; 

 Grievance mechanisms must be put in place to ensure responsive 
implementation; accounts and records must be available to anyone 
for scrutiny on payment of nominal administrative charges; 

 Provision for convergence with other programs / departments 



Best Performing MGNREGS Assets… 



MGNREGS-Labor Market Interactions… 

 Income effect, Wage effect,  

 Additive and substitutive, Segmentation of labor market,  

 Male-Female Wage Ratio, Migration 

  Type I – Insignificant Type II – Misfit Type III – Significant 
Type IV - Potentially 

Significant 

 
Wage Rates 

 
WMG-NREGS > WLOCAL  

 
WLOCAL > WMG-NREGS 

 
WMG-NREGS > WLOCAL 

 
WMG-NREGS > WLOCAL 

 
 
Opportunities 

 

MGNREGS work 
insignificant vis-à-
vis local demand 

 

Booming local 
labor market offer 
better 
opportunities  

 

MGNREGS 
significant vis-à-vis 
local demand 

MGNREGS 
potentially 
significant but 
poorly 
implemented 



Key Drivers of Effectiveness… 

 Contextual Fit: Greatest potential where most needed; demand-
driven assets most effective 

 Proactive and Equipped Administration: Political pressure, sufficient 
technical staffing, linking assets to perennial water sources, actively 
looking out for innovations and convergence opportunities 

 Village Preparedness and Attitude: Does the village leadership 
(Panchayat and informal) view MGNREGS as just another 
government scheme and become passive recipients or as a Right, and 
an opportunity for sustainable, useful assets and in the process, 
political mileage? 

 Right Incentives: Maintenance of public assets critical but no 
mechanisms in place; incentives and healthy competition among 
NREGS Mates helpful. 



Transparency and Accountability… 

 MGNREGS relies heavily on the ability of village institutions; NGOs 
have limited, formal role in implementation 

 Although the self-targeting mechanism of MGNREGS works quite 
well, instances of systemic corruption, poorly implemented works, 
weakly implemented social audits and political favoritism have been 
reported 

 Maintenance and upkeep of MGNREGS assets is an issue; so is 
awareness and attitude 

 There have also been administrative bottlenecks, mostly relating to 
the inability of the administration to manage the scale of operations: 
delays in wage payments, paucity of technically qualified staff and 
poor supervision 

 MGNREGS continues to strive for greater transparency and 
accountability: decentralized, real-time data entry, GIS 



Official MGNREGA website 

http://nrega.nic.in 



MGNREGA Knowledge Net 

http://knowledge.nrega.net 



Professional Institutional Network 

http://www.nrega.net/pin 



Compilation of Research Studies (2006 – 2012) 

http://www.orientblackswan.com/readinfull.asp?categoryID=0&isbn=978-
81-250-4725-4 



Ways Ahead… 

 MGNREGS permissible works have recently been expanded 

 The narrow, single-use focus of MGNREGS asset planning needs to 
be widened; majority of MGNREGS assets found to be de facto 
multiple use 

 Focus on transparency and accountability needs to be maintained 

 Inventive flexibility needs to be encouraged; right incentives need to 
be put in place 

 A well-implemented public works program should, over time, crowd 
itself out. This needs to be internalized in performance assessment 
and long-term planning 

 



Finally… 

General Theory of Employment 
"The government should pay people to dig holes in the 

ground and then fill them up."  

– Keynes (1936) 

General Theory of Employment, Interest and Money  

Employment is not an end in itself 
 A job is not just about making money (income aspect), 

it should yield a desirable output (production aspect) 
and it also involves pride (recognition aspect)  

– Sen (1975) 

Employment, Technology & Development 
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