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Abstract 

 
Social protectionism is becoming an increasingly popular tool to bridge the gap 
between the affluent and the poor in developing countries. The Mahatma Gandhi 
National Rural Employment Guarantee Scheme (MGNREGA), enacted in 2005 in 
India, is one such form of social protectionism. We exploit the staggered 
implementation of the MGNREGA program to identify the effect of guaranteed 
employment on rural expenditure through a difference-in-difference approach. We 
use nationally representative data from the National Sample Surveys (NSS) 
conducted by the Indian government in 2004-2005 and 2007-2008. Findings 
indicate that households smooth consumption by investing in long-term assets like 
durable goods and clothing and bedding as a result of the program. We also 
determine the significant impacts of MGNREGA on the share of food items in 
monthly expenditure on food in rural households and on the variance of staple and 
luxury food items within districts.  
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1. Introduction 

India is a predominantly rural country with about 69.9% of its population residing 

in the villages out of which 28.3% live below the poverty line (World Bank 2011). As 

such, growth in its rural sector is one of India’s major concerns as it strives to maintain its 

impressive growth rate. Unni and Rani (2002) argue that the size of the informal 

economy and the tenacious poverty in developing countries make it necessary that social 

protection mechanisms implemented in such economies be based on productive 

employment and poverty reduction. India has experimented with various social protection 

interventions – “often referred to as social security, social safety net, poverty alleviation 

or social welfare programs - with the objectives of reducing poverty, vulnerability and 

social inequalities” since it gained independence in 1947 (Holmes et al (2010)). In this 

paper we study the impact of Mahatma Gandhi National Rural Employment Guarantee 

Act (MGNREGA) on expenditure in rural India and find that households use the excess 

income generated by the scheme to smooth consumption by investing in long-term assets 

like durable goods and clothing and bedding. There is also a shift in food consumption 

patterns in rural households in backward districts that use the wage benefits of 

MGNREGA to indulge in food items traditionally eaten in richer, less backward districts. 

MGNREGA also significantly decreases variance in consumption of staple food items 

like cereals and pulses and increases inequality in the expenditure on luxury food items 

like sugar and sugar products signaling its strength as a poverty reduction tool.    

The Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA), 

the world’s largest employment guarantee scheme implemented in 2005 in India, utilizes 

2.3% of India’s GDP (Ministry of Rural Development, 2008a). The dual objectives of 
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MGNREGA were providing a “safety net for poor rural households through the provision 

of wages, while simultaneously transforming rural livelihoods through the creation of 

productivity-enhancing infrastructure” (Holmes et al (2010)). Berg et al (2012) sees the 

benefits from such public works stemming from three distinct effects: “a direct effect on 

those employed in the works; a labor market effect related to the shift in labor demand; 

and an increase in productivity related to the public goods into which the labor is 

invested”. Vast amount of research already existing in literature proves that MGNREGA 

has a positive impact on wages of casual workers (Azam (2012), Berg et al (2012)). We 

thus focus our research on the impact of the higher purchasing power that comes with an 

increase in wages.  

Using nationally representative data from the National Sample Survey Office 

(NSSO), we use a cross section of households from 461 districts in rural India and use a 

difference-in-difference estimation method to study the impact of MGNREGA on 

expenditure by rural households on long-term assets like durable goods and clothing and 

bedding and on patterns of food consumption, specifically pulses, milk, vegetables, fruits 

and dry fruits and sugar and sugar products. We also look at the impact of MGNREGA 

on variance in expenditure on food items within districts. This paper makes two 

important contributions. First, we conclude that rural households use the wages earned 

under MGNREGA to smooth consumption. This is evident from the significant increase 

of INR 197.69 in the expenditure on durable goods in MGNREGA districts. Similarly, 

there was a significant rise of INR 112.60 per year in expenditure on clothing and 

bedding in MGNREGA districts. Second, we establish that MGNREGA has a significant 

effect on patterns of food consumption and on variance of expenditure on food items like 
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cereals, pulses and sugar and sugar products, although the total amount of money spent 

on food is unaffected. Specifically, the share of pulses and milk went down while the 

share of vegetables, fruits and dry fruits and sugar and sugar products went up. This 

allows us to comment on the changing food plate of very poor families with rising 

incomes shifting away from traditional staple diets to more expensive food items.  

The paper is organized as follows: in Section 2, we provide a background to 

MGNREGA and its provisions. In Section 3, we provide a literature review on the topic 

followed by a description of the data in Section 4. Section 5 discusses our empirical 

methodology and Section 6 provides our results. We state our conclusions in Section 7.  

2. Background 

MGNREGA is the latest scheme in a line of rural public welfare programs 

implemented by India. These include the Drought-Prone Area Programme in the 1970s, 

the National Rural Employment Programme (NREP) in 1980, the Rural Landless 

Employment Guarantee in 1983, the Jawahar Rozgar Yojana (JRY) in the 1990s and the 

Sampoorna Grameen Rozgar Yojana in 2001 (Berg et al (2012)). MGNREGA 

distinguishes itself from previous schemes by giving claimants the right to work and 

making them beneficiaries of unemployment benefits should the relevant government 

agencies fail to provide them with work within 15 days of application (Gazette of India 

(2007)). MGNREGA provides 100 days of employment (unskilled, manual work) to all 

rural households on a self-selection basis at a state-specific minimum wage 

(Swaminathan 2009). The primary objective of MGNREGA is to augment wage 

employment with a secondary objective of strengthening “natural resource management 

through works that address causes of chronic poverty like drought, deforestation and soil 
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erosion” thus encouraging sustainable development (Ministry of Rural Development, 

2010). However, according to World Bank (2011), the objective of asset creation “runs a 

very distant second to the primary objective of employment generation. Field reports of 

poor asset quality indicate that [the spillover benefits are] unlikely to have made 

[themselves] felt just yet”. This is very clear from the fact that the Act explicitly forbids 

the use of machines from worksites and limits material, capital and skilled wage 

expenditures to 40% of total expenditure (Imbert & Papp 2012). There is division of costs 

between state and federal government, with the federal government bearing the entire 

cost of unskilled wages and 75% of the cost of material and wages of skilled and semi-

skilled workers (Azam 2012). The Act is targeted at the poorest of the poor since the non-

poor are less likely to accept low wages and heavy unskilled labor (Dev (1995), Webb 

(1995), Haddad and Adato (2001), Mujeri (2002)).  

2.1 Provisions of the legislation 

To obtain work on a project, households need to apply to the local Gram 

Panchayat (GP)
2
 for a job card either in writing or orally. After due verification, the GP is 

required to issue a job card to the household within fifteen days of application. The job 

card bears the photographs and details of all adult members of the household willing to 

do unskilled work. The job card holders can then submit an application clearly 

mentioning the time duration for which MGNREGA work is sought. The GP is 

responsible for providing employment within fifteen days of application for work failing 

which the claimant is given unemployment benefits. 

The Act sets a stipulated minimum wage equal for men and women that varies by 

                                                        
2 Gram Panchayats are local self-governments at the village or small town level in India and the Sarpanch 

is in charge of it. 
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state and mandates that one third of the workers be women. Wages must be paid weekly, 

and in no case later than a fortnight. Work should be provided within a radius of five km 

from the claimant’s house failing which the wage paid must be higher than the stipulated 

wage by 10 per cent to cover transport charges. Basic amenities like crèche, first aid, 

drinking water and shade must be provided at all work sites. The type of works that can 

be undertaken under MGNREGA is “limited to water conservation and harvesting, 

drought proofing, afforestation, minor irrigation, flood control and protection, renovation 

of traditional water bodies, including de-silting of tanks, land development and 

construction/renovation of village roads and maintenance of assets created under 

MGNREGA” (Ghose 2012). Accountability provisions of the Act stipulate that the 

Central government must present an annual report on the outcomes of MGNREGA to the 

Parliament and the state governments must present the same to State legislatures (Ghose 

2012).  

2.2 Phase wise implementation 

MGNREGA was implemented in three distinct phases. Phase I targeting the 200 

most backward districts came into force in February 2006, followed by Phase II covering 

a further 130 districts implemented in 2007-2008 and Phase III covering the remaining 

districts in 2008-2009. Figure 1 presents a map showing the phase wise implementation 

of MGNREGA (Azam 2012).  

3. Literature Review 

Our paper is related to a large literature on consumption smoothing and public 

welfare schemes. Theoretical model developed by Deaton (1990) hypothesizes that 

individuals in developing countries will give up high consumption when it is possible to 
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prepare for possible disasters, as access to credit is limited in developing economies. 

Paxson (1992) validates this theory with her study in Thailand. Using time-series 

information on regional rainfall to construct estimates of transitory income due to rainfall 

shocks, Paxson (1992) finds that rural households have propensity to save a significantly 

higher fraction of their transitory income than non-transitory income concluding that a 

temporary increase in income will result in consumption smoothing.  

This paper closely follows the estimation methodology used by Azam (2012) who 

studies the impact of MGNREGA on labor market outcomes. Using data from NSSO for 

the years 2004-2005 and 2007-2008, Azam (2012) performs a difference-in-difference 

analysis to gauge the effect of MGNREGA on wages, public works participation and 

labor force participation. He concludes that there is a positive effect on labor force 

participation and wages but it is driven by a sharp increase in participation and wages of 

women. In a similar study, Imbert & Papp (2012) study the indirect impacts of 

MGNREGA and find that public sector hiring crowds out private sector works and 

increases private sector wages resulting in welfare gains to the poor that are large in 

absolute terms and large relative to the gains received solely by program participants. 

Similar effects on wage are found by Berg et al (2012) for MGNREGA and by Ravallion 

et al. (1993) and Gaiha (1997) for the Maharashtra Employment Guarantee Scheme 

(EGS)
3
. Significant positive wage impacts of MGNREGA on both participant and non-

participant households lead us to our research question where we attempt to study the 

impact of the extra income generated by MGNREGA on consumption patterns.  

Vast amount of literature exists studying such impacts on consumption (Sarkar et 

                                                        
3 MGNREGA closely follows the model, spirit and implementation schematics of the Maharashtra 
Employment Guarantee Scheme.  
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al (2008), Ravi & Englar (2009), Jha et al (2011) and Liu and Deininger (2010)). Sarkar 

et al (2008) examine the socio-economic impacts of MGNREGA using data collected 

from Burdwan district in West Bengal and find that significant changes in annual per 

capita income, monthly per capita expenditure, annual per child expenditure on 

education, per capita savings resulted due to implementation of MGNREGA. A similar 

study by Ravi & Englar (2009) in Andhra Pradesh found that MGNREGA improves food 

security, increases probability of holding savings and reduces anxiety levels among poor 

households. Jha etl al (2011) and Liu and Deininger (2010) study the nutritional impacts 

of MGNREGA and find that the scheme significantly improves the food quality of poor 

households. We extend the findings of Ravi & Englar (2009), Liu and Deininger (2010) 

and Sarkar et al (2008) on savings and consumption patterns to a national scale by using 

data from all major states in India (except Maharashtra).  

Significant general literature exists studying MGNREGA. Khera and Nayak 

(2009) and Pankaj and Tankha (2010) perform descriptive analysis on data collected from 

female labor employed in MGNREGA to conclude that significant benefits including 

better wages, safe working conditions and easier access to employment have come about 

as a result of MGNREGA. Thus, MGNREGA decreases wage and labor force 

participation disparity between men and women, gives women enhanced choice and 

capability in the labor market and has positive impacts on their income and consumption. 

Several criticisms including high cost, low efficiency, and corruption (Niehaus and 

Sukhtankar 2009) have been raised against MGNREGA. Corruption in the 

implementation of the scheme makes it likely that MGNREGA does not reach its target 

group (Liu and Deininger (2010) and thus it is important to use nationally representative 
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data instead of limiting analysis to particular states/districts which might be biased due to 

political/social reasons.  

Our paper contributes by estimating the impacts of MGNREGA on expenditure 

on long-term assets like durable goods and clothing and bedding (consumption 

smoothing) and on food patterns using data from most districts in eighteen major states in 

India. We estimate the intent-to-treat effect hence our results are relevant to policy 

makers since we calculate the average impact of being offered the opportunity to 

participate in MGNREGA (Azam, 2012).  

4. Data 

The analysis in this paper is based on unit level household data obtained from the 

Employment and Unemployment Schedule of 2004-2005 and 2007-2008, administered 

by the National Sample Survey Organization (NSSO), Government of India. The NSSO 

conducts annual and quinquenial surveys covering the whole of India. The quinquenial 

surveys are wider than annual surveys in terms of coverage and sample size. The recent 

quinquenial surveys were conducted in 1999-2000, 2004-2005 and 2009-2010. NSSO 

conducted a much larger Employment and Unemployment Round survey in 2007-08 

(64th round) annual series to study trends of employment and migration. The 2007-08 

data covered almost all districts in India with a sample size of 125,578 households 

(79,091 rural and 46,487 urban) and 572,254 persons. The 2007-08 survey is comparable 

to the usual quinquennial survey in terms of size and coverage of all districts. Both the 

61
st
 and 64

th
 round surveys also collected information pertaining to consumption patterns 

of households. This allows for the study of the impact of MGNREGA on consumption 

patterns of treatment districts. The Phase I and Phase II districts had operationalized 



9 
 

MGNREGA, while there was no MGNREGA in the Phase III districts in 2007-08. Phase 

I and Phase II districts were grouped together as `treatment' districts while Phase III 

districts were used as `control' districts.  

There were 593 districts in India in 2001 (Census of India, 2001) and 47 new 

districts were created between 2001 and 2011 leading to a total of 640 districts in 2011 

(Census of India, 2011). NSSO 61
st
 and 64

th
 round surveys use 2001 Census district 

coding and cover 585 out of the 593 districts
4
. Limiting the analysis to only rural districts 

led to the exclusion of 9 more districts. Following the methodology of Azam (2012) we 

exclude the smaller states in the north east (Arunachal Pradesh, Meghalaya, Manipur, 

Mizoram, Sikkim, Tripura, Nagaland), and Jammu Kashmir from our sample. We also 

drop the primarily urban state of Delhi, Goa and the Union Territories leaving us with 

499 districts from 19 major states. The state of Maharashtra is also excluded since the 

Maharashtra employment guarantee scheme has been operational in the state since 1979 

and would bias the effects of MGNREGA.  A further five districts that do not have data 

available for both years are deleted. Thus the results of this paper cannot be extended to 

make inferences in the aforementioned regions. Our data includes 461 districts from all 

major states in India except Maharashtra. Seven households from 2004-05 and 2 

households from 2007-08 are excluded due to lack of information on caste. One other 

household from 2004-05 with no information on consumption patterns is removed from 

the analysis. MGNREGA is targeted towards casual wage workers
5
. The analysis is thus 

limited to those households that self-identify as rural agricultural labor households or 

rural other labor households. Nominal values are converted into real 2005 Indian rupees 

                                                        
4 Few districts in Arunachal Pradesh and Jammu Kashmir were left out due to hazardous conditions  
5 The NSSO categorizes rural households into self-employed in non-agriculture, agricultural labor, 
other labor and self-employed in agriculture. 
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using CPI data from World Bank.  We have a final sample of 16692 households for 2004-

05 and a sample of 22429 households for 2007-08. 

 NSSO survey collects data on consumption in two distinct categories: items like 

food, rent, and daily consumables come under short-term items, while items like medical 

care, education expenses, clothing and bedding, and durable goods come under long-term 

consumables. Durable goods are a collection of furniture and fixtures, crockery and 

utensils, goods for recreation, jewelry and ornaments, personal transport equipment, and 

personal goods including clock, watch, PC, telephone etc.  The NSSO collects value of 

expenditure for the past 30 days for short-term items and for the past 365 days for long-

term items including durable goods and clothing and bedding.  

The main variables of interest are consumption of durable goods and clothing and 

bedding and share of various food items in expenditure on food. Poor households save by 

investing in durable goods like utensils, furniture, jewelry and clothing and bedding
6
 

(Ersado et al (2003)). To obtain the consumption pattern for food, the total monthly 

expenditure on food is calculated by adding all values reported in the categories: pulse 

and pulse
7
 products, cereals and cereal products, milk and milk products, edible oil and 

vanaspati
8
, vegetables, fruits and nuts, egg, fish and meat, sugar (including gur

9
, candy, 

honey), salt and spices, and pan, tobacco and intoxicants. Each of these categories is then 

divided by total consumption on food to obtain their respective shares in food 

                                                        
6 We would have liked to have a more direct measurement of savings but such data is unavailable 
7 Included in the pulses are: dry beans like pinto beans, kidney beans and navy beans; dry peas and 
lentils. 
8 A type of oil. 
9 Product of sugarcane. 
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consumption
10

.  

Table 1 presents the summary statistics for our dependent variables and socio-

demographic controls for the entire dataset. Table 2 is of more interest as it breaks down 

the summary statistics for treatment and control districts for baseline year. The average 

monthly per capita expenditure is lowest for Phase I districts, followed by Phase II 

districts with Phase III districts having the highest values. There is a difference of INR 

434.99 between the treatment and control districts in terms of monthly per capita 

expenditure. The percent of Scheduled Castes/Tribes (the traditionally backward classes) 

is much higher in MGNREGA districts and the literacy rate is much lower. These 

summary statistics establish that there was targeting of backward districts in the phase 

wise implementation of MGNREGA. The pattern of food consumption is also 

significantly different for the treatment and control districts, with the treatment districts 

having a higher share of cereals, pulses, milk and oil. To account for these statistically 

significant differences at baseline, we perform robustness checks on our results, which 

are summarized in Tables 9 & 10. 

5. Empirical Methodology 

The phase wise implementation of MGNREGA presents an opportunity to 

implement the difference in difference methodology (DID)
11

 using the Phase I and Phase 

II districts as treatment and Phase III districts as control. The following model is used: 

                                                        
10 The survey is taken at different times of the year in different districts. However, as we are looking 
at rural labor households who subsist on a minimum level of consumption, we argue that the 
expenditure on food will not be affected by the timing of the survey. 
11 A basic assumption of DID is the absence of pre-treatment trends. Azam (2012) found that there 
were no significant trends in wages before MGNREGA. We argue for the absence of such trends in 
expenditure since consumption is mainly driven by wages. 
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Yidt = β0 + β1Xit + β2MGNREGAi + β3Yeart + β4Yeart*MGNREGAd + εidt 
12

 

Where Yidt is the dependent outcome for household i in district d at time t 

(t=2004-05, 2007-08), Xit is a vector of individual household characteristics at time t such 

as age, household size, monthly per capita expenditure, dummy for SC/ST, number of 

days worked and dummy for literate households. Dummy MGNREGAd takes the value 1 

if district i belongs to treatment district and 0 otherwise. Yeart is a binary variable with 

value 1 for year 2007-08 and 0 for year 2004-05. Yeart*MGNREGAi is the interaction of 

year dummy and MGNREGA dummy. β3 identifies the time effect on the outcome 

brought about by any systematic changes that occurred in all districts between 2004-05 

and 2007-08. The parameter β4 is the parameter of interest, which identifies the DID 

estimate for the impact of MGNREGA on the outcome of interest. This parameter is the 

intent-to-treat effect. It measures the average effect of the treatment on the outcome of 

interest of all eligible individuals irrespective of their participation (Azam 2010).  

MGNREGA was not implemented randomly but more backward districts were 

subjected to the treatment in the initial phases. The advantage of using the DID estimator 

is that it gets rid of selection bias under the assumptions that selection bias enters 

additively and does not change over time (World Bank, 2011, p99). Further, the direction 

of the initial conditions bias is known. We know that more backwards districts were 

targeted first, which then increases the probability of being eligible for MGNREGA 

benefits, and has a negative effect on consumption. This implies that the estimated 

treatment effect will be underestimating the true effect of MGNREGA. 

                                                        
12 We chose to use a pooled cross section at the individual level rather than panel at the district level 
to account for the observable heterogeneity across households (Behrman and Todd, 1999). Using 
individual level data with grouped data required standard error corrections (Angrist and Pischke, 
2011); hence standard errors are reported clustered at district-year. We also present results 
aggregated at district level. 
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6. Results 

 Using Phase I and Phase II districts as treatment and Phase III districts as control, 

we perform a difference-in-difference analysis to study the impact of MGNREGA on 

expenditure in rural households. Our results can be categorized into two distinct 

categories: impacts on savings (expenditure on durable goods and clothing and bedding) 

and effects on food consumption patterns.  

6.1 Consumption smoothing  

In Tables 4 & 5 we present household expenditure on saving (durable goods and 

clothing and bedding) at district and households level respectively. Findings indicate that   

at district level, the amount of money invested in durable goods and clothing and bedding 

jointly went up by INR 259.11 in MGNREGA districts. These results are robust to 

disaggregation at household level as the consumption on durable goods rises on average 

by INR 197.69 in households belonging to MGNREGA districts while the consumption 

on clothing and bedding rises by INR 112.60. The results are both statistically and 

economically significant. MGNREGA district households spend an average of INR 

678.45 and 1816.01 on durable goods and clothing and bedding respectively. Thus, there 

is a rise in expenditure of 29.13% on durable goods and 6.2% on clothing and bedding. 

Such a significant rise means that households are using a large share of their income to 

invest in long-term assets instead of consuming it immediately. This leads us to 

hypothesize that households have a propensity to smooth consumption by investing a 

significant proportion of the transitory income received from MGRNREGA in durable 

goods and clothing and bedding to use it as savings for future. There is also a significant 

increase in the variance of expenditure on durable goods in MGNREGA districts, 
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indicating some households are saving more than before.  

In Table 9 we further conduct robustness checks to control for baseline 

differences in expenditure, as the design of the program implied that more backwards 

districts were targeted first. Results are robust to including district baseline expenditure, 

as well as interacting it with the treatment. 

6.2 Food patterns:  

Tables 6 & 7 summarize our results for share of food items at district and 

household level respectively. At district level, the share of money spent on cereals and 

pulses goes down while there is a rise in the share of spending on vegetables, fruits and 

nuts, sugar and sugar products and intoxicants.  Our results for pulses, sugar and sugar 

products and vegetable, fruits and dry fruits are robust to disaggregation at the household 

level (Table 7). On average, share of vegetables, dry fruits and fruits rises by 0.0098 

percentage points and share of sugar increases by 0.0049 percentage points for 

households in MGNREGA districts while share of pulses falls by 0.004 percentage points 

and share of milk falls by 0.0047 percentage points in MGNREGA districts. Pulses and 

milk form part of the stable diet in India and there is a shift from these staple diets to 

more expensive vegetables, dry fruits and sugar and sugar products as incomes rise due to 

MGNREGA. However, we cannot be certain of the results of this analysis as these are 

not robust to baseline differences (Table 10).  

Table 8 summarizes the effects of MGNREGA on variance in expenditure on 

various food items. We find significant impacts on cereals, pulses and sugar and sugar 

products at district level. The variance in consumption goes down for cereals and pulses 

and increases for sugar and sugar products. We hypothesize that MGNREGA is bringing 
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up the consumption of staple food items for very poor households, as exhibited by the 

decrease in variance, but it is increasing the inequality in terms of expensive food items 

like sugar and sugar products within the districts.  

Conclusions 

The MGNREGA is an ambitious scheme that is yet to reach its full potential. This 

paper is one of the first attempts to study the impact of the scheme on the consumption 

patterns on a national level. Using data from NSSO sample surveys for the years 2004-05 

and 2007-08, we use a difference in difference estimation method to estimate causal 

impacts (intent-to-treat) of MGNREGA on patterns of expenditure on various food items 

and on consumption smoothing. Using robustness checks, we demonstrate that our results 

are robust to differences in expenditure at baseline for consumption smoothing. 

 We find significant impacts of MGNREGA on food patterns. Rural households 

are shifting away from traditional staple diets of pulses and milk to more expensive 

vegetables, fruits and dry fruits and sugar and sugar products. There is also a decrease in 

the variation of expenditure on staple food products like cereals and pulses and an 

increase in variance of expenditure on luxurious food items like sugar and sugar products. 

We also find a significant positive impact of MGNREGA on expenditure on durable 

goods and clothing and bedding signaling the consumption smoothing effects of 

MGNREGA on very poor households. It is interesting that there is a negative time trend 

in expenditure on durable goods and clothing and bedding. MGNREGA mitigates this 

negative trend and increases investment in long-term assets in treatment districts.  

 We refrain from making general comments on the effectiveness of MGNREGA 

due to a paucity of data and the short time that the scheme has been in implementation. 
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However, our results demonstrate that backward districts are moving towards a 

consumption pattern prevalent in the richer districts and are using the excess income 

generated by MGNREGA as safeguard against shocks in their traditional income.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



17 
 

References 

Adhikari, Anindita, and Kartika Bhatia. "NREGA wage payments: can we bank on the  

banks?." Economic & Political Weekly 45.1 (2010): 2. 

 

Angrist, J.D. and Pischke, J.S. (2009), “Mostly Harmless Econometrics," Princeton 

University Press.  

 

Azam, Mehtabul. "The impact of Indian job guarantee scheme on labor market outcomes:  

Evidence from a natural experiment." (2012). 

 

Behrman, J. and Todd, P. (1999), “Randomness in the Experimental Samples of 

PROGRESA {Education, Health, and Nutrition Program," International Food 

Policy Research Institute, Washington, DC.  

 

Berg, Erlend, et al. "Can Rural Public Works Affect Agricultural Wages? Evidence from  

India." Unpublished (May) (2012). 

 

CAG (2008). Performance Audit of Implementation of National Rural Employment  

Guarantee Act (Ministry of Rural Development), CAG Report Number 11, 

Comptroller and Auditor General of India, Government of India 

 

Deaton, Angus. "Saving in developing countries: Theory and review." (1989): 96. 

 

Dev, S. Mahendra (1995): India’s (Maharashtra) Employment Guarantee Scheme:  

Lessons from Long Experience, in: Joachim von Braun (Ed.), Employment for 

Poverty Reduction and Food Security, pp. 108–143, Washington: International 

Food Policy Research Institute. 

 

Dutta, P., R. Murgai, M. Ravallion, D. van de Walle (2012) ‘Does India’s Employment  

Guarantee Scheme Guarantee Employment?’ World Bank Policy Research 

Working Paper No. 6003, March. 

 

Ersado, Lire, Harold Alderman, and Jeffrey Alwang. "Changes in Consumption and  

Saving Behavior before and after Economic Shocks: Evidence from Zimbabwe*." 

Economic Development and Cultural Change 52.1 (2003): 187-215. 

 

Gaiha, R. (1997). ‘Do Rural Public Works Influence Agricultural Wages? The Case of  

the Employment Guarantee Scheme in India,’ Oxford Development Studies, 

25(3), 301–314. 

 

Gazette of India (2007), Government of India, New Delhi.  

 

Ghose, Ajit K. Addressing the employment challenge: India’s MGNREGA. No. 2012- 

105. International Labour Office, 2012. 

 



18 
 

Haddad, Lawrence James and Michelle Adato (2001): How effectively do public works  

programs transfer benefits to the poor? FCND Discussion Paper No. 108, 

International Food Policy Research Institute. 

 

Holmes, Rebecca, Nidhi Sadana, and Saswatee Rath. "Gendered Risks, Poverty and  

Vulnerability in India: Case Study of the Indian Mahatma Gandhi National Rural 

Employment Guarantee Act (Madhya Pradesh).’." London, UK: Overseas 

Development Institute (2010). 

 

Imbert, Clément, and John Papp. "Labor Market E ects of Social Programs: Evidence  

from India's Employment Guarantee." (2012). 

 

India, Registrar General. "Census of India, 2001." India, Provisional Population Totals,  

Paper 1 (2001). 

 

India, Registrar General. "Census of India, 2011." India, Provisional Population Totals,  

Paper 1 (2011). 

 

Jha, R., S. Bhattacharyya, R. Gaiha (2011). ‘Social safety nets and nutrient deprivation:  

An analysis of the National Rural Employment Guarantee Program and the Public 

Distribution System in India,’ Journal of Asian Economics, 22, 189–201. 

 

Khera, R. and Nayak, N. (2009), Women workers and perceptions of the National 

Rural Employment Guarantee Act," Economic and Political Weekly, 44(43), 49-

57. 

 

Liu, Y. and Deininger, K. (2011), \Poverty Impacts of India's National Rural Guarantee  

Scheme: Evidence from Andhra Pradesh," Unpublished manuscript, Paper  

presented at Agriculture and Applied Economics Association Annual Meeting. 

 

Ministry of Rural Development. (2008a), Annual Report (2007-2008)," Government 

of India. 

  
Ministry of Rural Development. (2008b), The National Rural Employment Guarantee Act

 2005 (NREGA): Operational Guidelines 2008," Government of India. 

 
Ministry of Rural Development. (2010), Annual Report (2009-2010)," Government of  

India.  

  
Mujeri, Mustafa K. (2002): Bangladesh: Bringing Poverty Focus in Rural Infrastructure  

Development, ILO Issues in Employment and Poverty Discussion Paper, No. 6. 

  
Niehaus, P. and S. Sukhtankar (2008). Corruption Dynamics: The Golden Goose Effect.  

Working Paper. 

 

National Sample Survey Organization. (2010), “Employment and Unemployment 



19 
 

Situation in India 2007-08," Report No. 531 (64/10.2/1), Government of India.  

 

National Sample Survey Organization. (2006), \Employment and Unemployment 

Situation in India 2004-05," Report No. 515(61/10/1), Government of India.  

 

NSSO (2007). ‘National Seminar on NSS 61st Round Survey Results,’ National Sample  

Survey Organization, Government of India, New Delhi, October. 

 

Pankaj, A. and Tankha, R. (2010), Empowerment effects of the NREGA on Women  

Workers: A study in four states," Economic and Political Weekly, 45(30), 45-55.  

 

Paxson, Christina H. "Using weather variability to estimate the response of savings to  

transitory income in Thailand." The American Economic Review (1992): 15-33. 

 

Unni, Jeemol, and Uma Rani. Social protection for informal workers: insecurities,  

instruments and institutional mechanisms. International Labour Office, 2002. 

  

Ravallion, M., G. Dutt and S. Chaudhuri (1993). ‘Does Maharashtra’s Employment 

Guarantee Scheme Guarantee Employment? Effects of the 1988 Wage Increase,’ 

Economic Development and Cultural Change, 41, 251–275. 

 

Ravi, S. and Engler, M. (2010), \Workfare in Low Income Countries: An effective way to  

fight poverty? Case of India's NREGA," Unpublished manuscript, 

http://ssrn.com/abstract=1336837. 

 

Sarkar, Prattoy, and Jagdish Kumar. "Impact of MGNREGA on Reducing Rural Poverty  

and Improving Socio-economic Status of Rural Poor: A Study in Burdwan 

District of West Bengal." Agricultural Economics Research Review 2011 (2008). 

 

Shankar, Shylashri, and Raghav Gaiha. "Battling Corruption: Has NREGA Reached  

India's Rural Poor?." OUP Catalogue (2001). 

 

Shankar, S., R. Gaiha and R. Jha (2011). Information, Access and Targeting: The

 National Rural Employment Guarantee Scheme in India, Oxford Development  

Studies, 39(1), 69–95.Swaminathan, M. S. "Synergy between Food Security Act 

& NREGA." The Hindu, June 1 (2009): 2009. 

 

Swaminathan, M. S. "Synergy between Food Security Act & NREGA." The Hindu, June  

1 (2009): 2009.  

  

Unni, Jeemol, and Uma Rani. "Social protection for informal workers in India:  

Insecurities, Instruments and institutional mechanisms." Development and 

Change 34.1 (2003): 127-161. 

 

Vanaik, Anish. "Bank Payments: End of Corruption in NREGA?." Economic and  

Political Weekly (2008): 33-39. 
 



20 
 

Webb, Patrick (1995): Employment Programs for Food Security in Rural and Urban  

Africa: Experiences in Niger and Zimbabwe, in: Joachim von Braun (Ed.), \

 Employment for Poverty Reduction and Food Security, pp. 174–200, Washington:  

International Food Policy Research Institute (IFPRI). 

 

World Bank (2011). Social Protection for a Changing India. Available at  

http://www.wds.wordbank.org/curated/en/2011/01/14087371/social-protection- 

changing-india-vol-1-2-executive-summary. 

 

World Bank (2011), Impact Evaluation in Practice," Washington DC. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



21 
 

Table-1: Descriptive statistics of expenditure patterns and socio-demographic controls 

Variables Mean SD Minimum Maximum N 

Monthly per capita 
expenditure 

2106.81 1147.86 92 27977 39121 

Share of pulses 0.063 0.030 0 0.497 39121 

Share of milk 0.090 .097 0 0.765 39121 

Share of vegetables, 
fruits and nuts 

0.144 0.053 0 1 39121 

Share of sugar/sweets 0.034 0.022 0 0.394 39121 

Durable goods 680.03 2933.68 0 270000 39121 

Cloth and bedding 1830.70 1280.98 0 40883.07 39121 

Household size 4.57 2.06 1 23 39121 

Days Worked 1.56 1.44 0 7 39121 

SC/ST 0.463 0.498 0 1 39121 

Age 27.60 11.46 7 83.5 39121 

Literate 0.447 0.497 0 1 39121 
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Table-2: Descriptive statistics of MGNREGA and non-MGNREGA Districts, 2004-05 

Variables Phase 1 
Districts 

Phase II 
Districts 

NREGA Phase I & 
II Districts 

(Treatment) 

NREGA Phase 
III Districts 
(Control) 

Difference 
(T-C) 

2004      

Monthly per capita 
expenditure 

1906.17 2183.03 2011.82 2446.82 -434.99*** 

Share of pulses 0.058 0.061 0.059 0.058 0.0011** 

Share of milk 0.054 0.079 0.064 0.128 -0.064*** 

Share of vegetables, 
fruits and nuts 

0.146 0.147 0.146 0.147 -0.0012 

Share of sugar/sweets 0.032 0.034 0.033 0.046 -0.0135*** 

Durable goods 663.01 703.48 678.45 995.83 -320.60*** 

Cloth and bedding 1706.54 1993.37 1816.01 2192.42 -376.41*** 

Household size 4.61 4.63 4.62 4.67 -0.050 

Days Worked 1.53 1.42 1.49 1.30 0.191*** 

SC/ST 0.522 .440 0.491 0.39 0.091*** 

Age 26.51 26.82 26.63 27.54 -0.907*** 

Literate 0.36 0.42 0.39 0.51 -0.128*** 

N 6167 3806 9973 6719  
  

***Significance at 1% 
**  Significance at 5% 

*    Significance at 10% 
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Table-3: Impact of MGNREGA on savings (District mean) 

 A 
Savings (Durable goods & bedding) 

Dummy for year 1 (Base year 0) 
 
 

-465.06*** 
(70.87) 

MGNREGA districts * dummy for 
year 
 

259.11** 
(80.18) 

District Fixed Effects Yes 

Controls included Yes 

Observations 461 

Note: Robust standard errors in parenthesis. The model also includes household level characteristics such as age, 

household size, monthly per capita expenditure and dummies for literate and SC/ST. 

***Significance at 1% 

**  Significance at 5% 

*    Significance at 10% 
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Table-4: Impact of MGNREGA on savings (Households level) 

 A 
Durable Goods 

B 
Clothing & Bedding 

Dummy for year 1 (Base year 0) 
 
 

-260.06*** 
(81.23) 

-202.34*** 
(29.32) 

MGNREGA districts * dummy for 
year 
 

197.69** 
(85.02) 

112.60*** 
(37.63) 

District Fixed Effects Yes Yes 

Controls included Yes Yes 

Observations 39121 39121 

Number of districts 461 461 

Note: Robust standard errors in parenthesis. The model also includes household level characteristics such as age, 

household size, monthly per capita expenditure and dummies for literate and SC/ST. 

***Significance at 1% 

**  Significance at 5% 

*    Significance at 10% 
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Table-5: Impact of MGNREGA on variance in savings (District level) 

 A 
Durable Goods 

Dummy for year 1 (Base year 0) 
 
 

-6625423** 
(3770748) 

MGNREGA districts * dummy for 
year 
 

8133129** 
(4537175) 

District Fixed Effects Yes 

Controls included Yes 

Observations 461 

Note: Standard errors in parenthesis. The model also includes household level characteristics such as age, household 

size, monthly per capita expenditure and dummies for literate and SC/ST. 

***Significance at 1% 

**  Significance at 5% 

*    Significance at 10% 
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Table-6: Impact of MGNREGA on food patterns (District mean) 

   A 
(Cereals) 

B 
(Pulses) 

C 
(Sugar) 

D 
(Veg) 

E 
(Intox) 

Dummy for year 1 (Base 
year 0) 

0.0052*** 
(0.0045) 

 

0.0087*** 
(0.0013) 

-0.0087*** 
(0.0007) 

 

-0.0099*** 
(0.0010) 

-0.0032 
(0.0021) 

MGNREGA districts * 
dummy for year 
 

-0.0096*** 
(0.0056) 

-0.0040** 
(0.0016) 

0.0049*** 
(0.0008) 

0.0048*** 
(0.0011) 

0.0053** 
(0.0024) 

Controls included Yes Yes Yes Yes Yes 

District Fixed Effects Yes Yes Yes Yes Yes 

Observations 461 461 461 461 461 
 

Note: Robust standard errors in parenthesis. The model also includes household level characteristics such as age, 

household size, monthly per capita expenditure and dummies for literate and SC/ST. 

***Significance at 1% 

**  Significance at 5% 

*    Significance at 10% 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



27 
 

Table-7: Impact of MGNREGA on food patterns (household level) 

   A 
(Pulses) 

B 
(Milk) 

C 
(Sugar) 

D 
(Veg) 

Dummy for year 1 (Base year 0) 0.0098*** 
(0.0094) 

 

0.0116*** 
(0.0020) 

-0.0087*** 
(0.0007) 

 

-0.0101*** 
(0.0019) 

MGNREGA districts * dummy 
for year 
 

-0.0040*** 
(0.0012) 

-0.0047** 
(0.0023) 

0.0049*** 
(0.0008) 

0.0098*** 
(0.0025) 

Controls included Yes Yes Yes Yes 

District Fixed Effects Yes Yes Yes Yes 

Observations 39121 39121 39121 39121 

Number of districts 461 461 461 461 
 

Note: Robust standard errors in parenthesis. The model also includes household level characteristics such as age, 

household size, monthly per capita expenditure and dummies for literate and SC/ST. 

***Significance at 1% 

**  Significance at 5% 

*    Significance at 10% 
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Table-8: Impact of MGNREGA on variance in expenditure on food items at district level 

 A 
(Cereals) 

  B 
(Pulses) 

C 
(Sugar) 

Dummy for year 1 (Base year 0) 9721.98*** 
(3238.04) 

 

1814.85** 
(718.44) 

 

-572.44*** 
(173.47) 

MGNREGA districts * dummy 
for year 
 

-8455.59*** 
(4264.10) 

-1076.66*** 
(604.05) 

381.11** 
(187.03) 

District Fixed Effects Yes Yes Yes 

Controls included Yes Yes Yes 

Observations 922 922 922 

Note: Robust standard errors in parenthesis. The model also includes household level characteristics such as age, 

household size, monthly per capita expenditure and dummies for literate and SC/ST. 

***Significance at 1% 

**  Significance at 5% 

*    Significance at 10% 
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Table-9: Robustness check including expenditure at baseline and its interaction with treatment 

 A 
Durable Goods 

B 
Clothing & Bedding 

Dummy for year 1 (Base year 0) 
 
 

-344.09*** 
(45.82) 

-197.88*** 
(15.23) 

MGNREGA districts * dummy for 
year 
 

436.07*** 
(121.71) 

114.30*** 
(34.81) 

Expenditure at baseline 0.314* 
(0.181) 

 

0.381** 
(0.188) 

MGNREGA*Expenditure at 
baseline 
 

0.110 
(0.139) 

0.018 
(0.016) 

District Fixed Effects No No 

Controls included Yes Yes 

Observations 39121 39121 

Note: Robust standard errors in parenthesis. The model also includes household level characteristics such as age, 

household size, monthly per capita expenditure and dummies for literate and SC/ST. 

***Significance at 1% 

**  Significance at 5% 

*    Significance at 10% 
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 Table-10: Robustness check including share at baseline and its interaction with treatment 

   A 
(Pulses) 

B 
(Milk) 

C 
(Sugar) 

D 
(Veg) 

Dummy for year 1 (Base year 0) 0.0089*** 
(0.0012) 

 

0.0107*** 
(0.0020) 

-0.0083*** 
(0.0013) 

 

-0.0099*** 
(0.0008) 

MGNREGA districts * dummy 
for year 
 

-0.0026 
(0.0020) 

-0.0009 
(0.0010) 

0.0038 
(0.0023) 

0.0096*** 
(0.0011) 

Share at baseline 0.8014*** 
(0.153) 

 

0.9155*** 
(0.0411) 

0.8203*** 
(0.1908) 

-0.0039** 
(0.0017) 

MGNREGA*Share at baseline -0.0283 
(0.037) 

 

-0.0429 
(0.0575) 

-0.0504** 
(0.0199) 

0.7298*** 
(0.2309) 

Controls included Yes Yes Yes Yes 

District Fixed Effects No No No No 

Observations 39121 39121 39121 39121 

Number of districts 461 461 461 461 
 

Note: Robust standard errors in parenthesis. The model also includes household level characteristics such as age, 

household size, monthly per capita expenditure and dummies for literate and SC/ST. 

***Significance at 1% 

**  Significance at 5% 

*    Significance at 10% 
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Figure 1 

 


