Lecture Series on Governance and Politics in South Asia
Department of Political Science

The Welfare Effects of India's National Rural
Employment Guarantee Act
by
Professor Stefan Klonner
South Asia Institute, Heidelberg University
This study empirically evaluates the effects of the NREGA on household consumption and poverty rates
in rural India. Combining regionally coded data from national consumption surveys with information on
the district-wise rollout of the program, we estimate program effects during the initial years of the
program. We find large, season-specific effects among scheduled castes and scheduled tribes. For this
group of households, employment opportunities under the scheme have cut poverty during the
agricultural lean season by as much as one half while there is no effect during the agricultural peak
season. In a cost-benefit analysis we find that consumption increases among this group of households
are of the same order of magnitude as the wage outlays of the program. We conclude that the employment
program has had a large and lasting effect on consumption smoothing across agricultural seasons among
traditionally deprived rural subpopulations.
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