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ABSTRACT 

 

Panchayati Raj and Rural Development are 

inseparable dimensions for rural India. Both focus 

on the development and social well-being of the 

rural population. Panchayati Raj system in India's 

exemplary tales, PRIs, is changing. Rural growth, 

evolution and operation of the institutions of 

Panchayat Raj, rural development, and perspective 

rural development Before independence, rural 

development, after independence, rural 

development efforts, roles in rural development 

planning for Panchayati Raj Institutions, and Rural 

Development Strategies The Government of India 

and the different state governments are now 

increasingly seeking the assistance of the Panchayat 

Raj Institutions in the implementation of various 

schemes as well as poverty alleviation programmes. 

Panchayati Raj Institutions (PRIs) were designed to 

serve as the constitutional foundation of grassroots 

democracy and local development in India. During 

2000–2017, their role in rural development 

expanded through decentralized planning, 

participatory governance, and increased fiscal 

support, especially after the Fourteenth Finance 

Commission award from 2015 onward. This article 

examines the contribution of PRIs to rural 

development in India over the period 2000–2017, 

with emphasis on service delivery, local planning, 

inclusion, and institutional limitations. It argues 

that Panchayati Raj strengthened rural 

development outcomes, but the extent of progress 

varied across states because of uneven devolution of 

functions, finances, and administrative capacity. 

 

Keywords: Panchayati Raj, rural development, 

decentralization, local governance, Gram 

Panchayat, Finance Commission, India. 

 

INTRODUCTION 

 

Panchayats have been the backbone of Indian villages 

since the beginning of recorded history. Gandhiji's 

dream of every village being a republic has been 

translated into reality with the introduction of the 

three-tier Panchayati Raj system to enlist people's 

participation in rural reconstruction. Panchayat, which 

literally means 'institution five', can be found in the 

Santi parva of the Mahabharata. Panchayat is 

apparently a Sanskrit word, and it is surprising that in 

the whole complex of self-government, Panchayat, 

either in the sense of a village council or of a group of 

five wise persons belonging to a self-governing body 

whose advice is sought on matters concerning that 

body, does not figure in any source related to this 

period (Panchavanthaiah) except in the sloka of the 

Mahabharata. A dictionary prepared by Raghuvira 

refers, against the entry 'Panchayat', to the expression 

'Panchamandali' which was found in a Sanchi stone 

inscription from the period of Chandra Gupta II. Radha 

Kumud Mookerji cites a number of terms indicating 

popular local bodies existed during the ancient period, 

such as Kula, gana, jati, puga, vrata, sreni sangha, 

Naigama, Samuhava, Sambhuya-Samuttahana parishat, 

and Carana. He did not include the term panchayat in 

this list, which is exhaustive enough to include quite a 

few lesser-known terms. There is a lot of evidence in 

the literature of the ancient period on local government 

in India, which brings out the fact that panchayats 

played a key role in the affairs of the villages of 

ancient India. 

 

Panchayati Raj Institutions are the formal structure of 

rural local self-government in India and were 

constitutionally strengthened by the 73rd Amendment 

Act, which gave them a stable legal basis, a three-tier 

structure, reservation, and regular elections. In the 

2000–2017 period, their significance increased because 

India placed greater emphasis on decentralized 

planning, local accountability, and last-mile delivery of 

public services. Rural development required 

institutions that could identify local needs and translate 

them into action, and PRIs were intended to perform 

exactly that role. This article explores how far that 

mandate was realized during the study period. 

Significance of the Study 

 

 The Panchayat Raj System is playing an important 

role in rural development. It has taken the 

responsibility of implementing various rural 

development programmes sponsored by both the state 

and central governments. The study is crucial for 

evaluating the role of the Panchayat and the impact of 

the same on the development of the study area. 

 

Statement of the problem 

The structure and institution of local self-government 

have existed in India from ancient times; however, 

decentralization along democratic lines became 

possible only after independence, with the 

establishment of the Panchayati system and, more 

importantly, after the 73rd and 74th constitutional 

amendments. Likewise, rural developmental 

administration evolved over the years, starting with the 
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community development programme, to the PRI and 

the District planning committee. An analysis has been 

made in this unit about the development approaches 

since the beginning of the five-year plans, the role, and 

structure of the administration at a different level of 

governance and the changes that were brought out by 

the establishment of PRIs as a constitutional entity. 

The bureaucracy in India involved in the 

developmental administration at a different level since 

the launch of the community development programme 

has evolved, and significant changes were made as 

different strategies for agricultural and rural 

development were mooted from time to time. PRIs are 

tasked with key responsibilities such as poverty 

alleviation, education, health, sanitation, and 

infrastructure development. However, issues like 

insufficient funds, lack of awareness among rural 

populations, political interference, and limited 

capacity-building hinder their effectiveness. Rural 

development programs often fail to meet their targets 

due to a lack of coordinated planning and monitoring 

at the grassroots level. The study examines the role of 

PRIs in rural development in India, assessing their 

performance and challenges. It seeks to identify gaps 

in governance and explore strategies to strengthen 

PRIs for achieving sustainable rural development. A 

focused understanding of these issues is essential to 

empower PRIs as true agents of change, ensuring 

inclusive growth and improved living standards in 

rural India. 

 

Objectives 

1. To study the Evolution of Panchayati Raj 

Institutions in India 

2. To describe the status and key developments of 

the Panchayati Raj System in India  

3. To assess rural development through Panchayat 

Raj Institutions 

4. To explore the Decentralisation and Rural 

Development in India: Panchayati Raj during 

2000–2017 

 

RESEARCH METHODOLOGY 

 

This article is based on a descriptive and analytical 

review of secondary sources, including official 

government documents, policy materials, and research 

articles on Panchayati Raj and rural development. The 

study period is 2000–2017, chosen to capture 

developments after the early phase of PRI 

institutionalization and before the post-2017 policy 

shifts. The analysis is qualitative and thematic, 

focusing on institutional evolution, fiscal support, 

service delivery, and inclusion. 

 

Evolution of Panchayati Raj Institutions in India 

After our independence from British rule, the 

importance of panchayats was laid by our constitution 

makers. Article 40 of the Directive Principles of State 

Policy in the Constitution of India states: "The state 

shall take steps to organize village panchayats and 

endow them with such powers and authority as may be 

necessary to enable them to function as units of self-

government." After years, several committees were 

formed to reform the existing state of affairs of the 

village society; the recommendations made were 

regarded as a vehicle for fulfilling the demands of the 

people. 

 

The committees are: 

 

 Balwant Rai Mehta Committee, 1957 

 Ashok Mehta Committee, 1977 

 GVK Rao Committee, 1985 

 LM Singhvi Committee, 1986. 

 

Rajasthan and Andhra Pradesh were the first to adopt 

panchayati raj institutions in 1959. Two amendments 

were passed by the parliament to make the panchayati 

raj system a local self-government institution. The 

73rd Constitutional Amendment Act of 1992 added 

Part 9 to the Constitution, which contains Articles 

243–243, and also added the Eleventh Schedule. This 

Amendment gave shape to Article 40, which directs 

states to give power to the local government to 

organize village panchayats and the power of decision-

making. The Act provided direct elections at the 

village level to choose their local leader and mandated 

all states to adopt the system. This Act has transformed 

the whole democracy of India. 

 

Status of the Panchayati Raj System in India (2000-

2017) 

Between 2000 and 2017, Panchayati Raj Institutions 

(PRIs) in India transitioned from nascent constitutional 

experiments to established grassroots governance 

structures. Despite achieving near-universal rural 

representation, the period was marked by persistent 

challenges regarding the incomplete devolution of the 

"3Fs": functions, funds, and functionaries.  

 

Status and Key Developments (2000–2017): 

1. Structural Expansion: By the early 2000s, India 

solidified a robust three-tier structure (Gram 

Panchayat, Panchayat Samiti, and Zilla Parishad). 

By 2017, the country hosted over 2.5 lakh PRIs 

representing roughly 3 million elected grassroots 

leaders, solidifying local government across the 

rural landscape. 

2. The Women's Quota Movement: The 73rd 

Amendment mandated a minimum one-third 

reservation for women in PRIs. Between 2000 

and 2017, several states (including Bihar, 

Madhya Pradesh, and Kerala) passed state-level 

legislation increasing the women's quota to 50%. 

 

3. Political Empowerment and Women's 

Inclusion 

The 2000–2017 era altered the demographic face 

of rural leadership. While the 73rd Amendment 

mandated a 33% quota for women, over 20 states 

(including Bihar, Madhya Pradesh, West Bengal, 

and Karnataka) passed independent legislation 

between 2006 and 2017 to elevate women's 

reservations to 50% in PRIs. This systematically 
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brought over a million women into elected 

governance cohorts. 

4. Establishment of the MoPR: To specifically 

oversee this tier of government, the central 

government established the Ministry of 

Panchayati Raj (MoPR) in May 2004. 

5. Financial Upgrades & Accountability Shifts: 
Central grants to PRIs multiplied significantly. 

This era also saw the launch of early e-

Governance initiatives to digitize Panchayat 

accounting and planning.  

6.  

7. Exponential Rise in Fiscal Allocations 

The structural funding pattern of PRIs was 

dramatically scaled up through successive Central 

Finance Commissions to ensure basic rural 

infrastructure and services.  

 11th Finance Commission (2000–2005): 

Allocated ₹8,000.00 crore. 

 12th Finance Commission (2005–2010): 

Increased allocation to ₹20,000.00 crore. 

 13th Finance Commission (2010–2015): 

Multiplied funding to ₹65,160.71 crore. 

 14th Finance Commission (2015–2020): Marked 

a historic jump, granting ₹2,00,292.20 crore 

directly to Gram Panchayats for basic services 

like water, sanitation, and local infrastructure. 

 

Major Shortcomings and Challenges: 

Throughout this period, PRIs struggled to become true 

institutions of local self-government.  

 Fiscal Dependence: PRIs generated less than 1% 

of their revenue internally, remaining highly 

dependent on state and central government grants. 

 Reluctance to Decentralize:State governments 

retained immense administrative control over 

civil servants (functionaries), refusing to transfer 

core responsibilities like sanitation, taxation, and 

primary education to village levels. 

 Interference: Bureaucratic and political 

interference frequently undermined the authority 

of elected representatives and the participatory 

functions of Gram Sabhas. 

 

Rural development mostly involves the construction or 

upgrading of overhead social infrastructure or facilities 

such as schools, clinics, roads, communications, water 

services, and markets. Rural development is well 

known for its multi-sectoral operations. Rural 

development is primarily aimed at improving the 

quality of the rural population, particularly in weaker 

and poorer areas. The Panchayat Raj institutions (PRIs) 

offered a chance for local initiative and involvement in 

development operations in order to foster democratic 

decentralization. 

 

The role of PRIs in rural development during 2000–

2017. 

Between 2000 and 2017, Panchayati Raj Institutions 

(PRIs) transitioned from mere administrative units into 

the primary vehicles for executing massive, rights-

based central and state rural development programs 

across India. This period, spanning the 10th Five-Year 

Plan (2002–2007), 11th Plan (2007–2012), and 12th 

Plan (2012–2017), marked a shift toward decentralized, 

demand-driven rural transformation.  

PRIs drove rural development through several key 

pillars during this era: 

Implementation of Rights-Based Employment 

 

 MGNREGA Leadership:Following the passage 

of the Mahatma Gandhi National Rural 

Employment Guarantee Act (MGNREGA) in 

2005, Gram Panchayats were legally mandated to 

execute at least 50% of public works. 

 Job Allocation & Planning: PRIs registered 

households, issued job cards, and directly 

approved local development works based on 

recommendations from the Gram Sabha. 

 Asset Creation: Through MGNREGA, PRIs 

built vital community infrastructure, focusing on 

water conservation, drought proofing, and micro-

irrigation.  

 

Rural Housing and Infrastructure Development 

 Affordable Housing: PRIs were responsible for 

identifying Below Poverty Line (BPL) 

beneficiaries and distributing funds for rural 

housing under the Indira Awas Yojana (IAY) 

(renamed Pradhan Mantri Awas Yojana-Gramin 

in 2016). 

 Connectivity and Utilities: Local bodies 

coordinated with state agencies to identify paths 

for the Pradhan Mantri Gram Sadak Yojana 

(PMGSY) to build all-weather roads and 

managed grid expansions for rural electrification.  

 

Sanitation and Health Cleanliness Drives  

 Total Sanitation Campaign (TSC): PRIs led the 

TSC (later Nirmal Bharat Abhiyan) in the 2000s 

to eliminate open defecation. 

 

Swachh Bharat Mission (Gramin): Launched in 

2014, PRIs intensified this effort by directly 

constructing Individual Household Latrines (IHHL), 

managing community toilets, and organizing sanitation 

awareness programs. 

 

Social Justice and Women's Empowerment 

 

 Financial Inclusivity: Under programs like the 

Swarnajayanti Gram Swarozgar Yojana (SGSY) 

(launched 1999/2000) and its 2011 successor, the 

National Rural Livelihoods Mission (NRLM), 

PRIs fostered the growth of women-led Self-Help 

Groups (SHGs). 

 Grassroots Leadership: Due to constitutional 

mandates, PRIs successfully integrated women, 

Scheduled Castes (SCs), and Scheduled Tribes 

(STs) into local governance. By 2017, multiple 

states extended reservation quotas for women in 

PRIs from 33% to 50%. 

 Social Security: PRIs verified beneficiaries and 

distributed pensions under the National Social 

Assistance Programme (NSAP), ensuring support 



International Journal of New Media Studies                      ISSN: 2394-4331 

Vol. 4 Issue 2, July-Dec., 2017 
 

111 

reached widows, the elderly, and disabled 

individuals.  

 

Decentralized Planning and Financial Devolution 

 

 Backward Regions Grant Fund (BRGF): 

Established in 2006, the BRGF routed untied 

funds through PRIs to bridge developmental gaps 

in backward districts via local participatory 

planning. 

 Fourteenth Finance Commission (2015–2020): 

This commission marked a massive fiscal shift by 

allocating substantial, direct grants to Gram 

Panchayats, bypassing state intermediaries to 

fund local drinking water and sanitation priorities.  

 

Key Institutional Challenges (2000–2017) 

Despite their expanded role, the performance of PRIs 

was often constrained by systemic challenges:  

 The "3 Fs" Bottleneck: The devolution of Funds, 

Functions, and Functionaries from state 

governments remained highly uneven across 

India. 

 Low Revenue Generation: Gram Panchayats 

rarely exercised their powers to levy local taxes, 

making them overwhelmingly dependent on 

central and state grants. 

 Proxy Leadership: In several regions, structural 

social inequalities led to the phenomenon of 

"Sarpanch Pati", where elected women 

representatives were sidelined by male relatives. 

 Lack of Technical Expertise: Weak 

administrative infrastructure and a lack of data-

handling capabilities often hindered lower-tier 

panchayats from managing complex engineering 

or digital tracking software effectively. 

 

Rural Development through Panchayat Raj 

Institutions in India 

Panchayat Raj Institutions are involved actively in 

fulfilling the most cherished goal of development with 

social justice, bringing the aspirations of the Indian 

people for their participation in the development 

process of the country. A clear-cut role for Panchayat 

Raj institutions in rural development has been 

envisaged subsequent to the 73rd Constitutional 

Amendment. The Government of India and the state 

governments have been increasingly seeking the 

assistance of Panchayat Raj Institutions in the 

implementation of various schemes as well as poverty 

alleviation programmes. Of these, the following 

development programmes of the Government of India 

and the state governments have invariably sought the 

meaningful involvement of the Panchayat Raj 

Institutions: A specific role has been carved out for 

them in the context of the Eleventh Schedule and the 

Five-Year Plans.  

 

Between 2000 and 2017, Panchayati Raj Institutions 

(PRIs) transitioned from mere administrative units into 

the primary execution engines for India's massive rural 

poverty alleviation, infrastructure, and livelihood 

schemes. Empowered by the 73rd Constitutional 

Amendment Act, PRIs utilised the Gram Sabha as the 

baseline for decentralised planning, asset creation, and 

beneficiary selection.  

 

Chronological Timeline of Major Scheme 

Implementations 

 

PRIs managed a shifting landscape of consolidated and 

restructured Central schemes: 

 2000 ── Pradhan Mantri Gram Sadak Yojana 

(PMGSY) & 

 Antyodaya Anna Yojana (AAY) 

 2001 ── Sampoorna Grameen Rozgar Yojana 

(SGRY) - early employment generation 

 2005 ── MGNREGA launched (Fully 

operationalized nationwide by 2008) 

 2011 ── National Rural Livelihoods Mission 

(NRLM ) 

 2014 ── Swachh Bharat Mission - Gramin 

(SBM-G) & 

                Sansad Adarsh Gram Yojana (SAGY) 

 2016 ── Pradhan Mantri Awas Yojana – Gramin 

 (PMAY-G replaces Indira Awas Yojana) 

 

Core Areas of Rural Development and PRI Roles 

1. Wage Employment and Asset Creation  

 

 MGNREGA (2005–Present): This Act legally 

solidified the role of Gram Panchayats by 

mandating that they execute at least 50% of the 

public works directly. PRIs issued job cards, 

hosted social audits through the Gram Sabha, and 

built durable community assets like ponds, roads, 

and wells. 

 SGRY (2001–2006): Provided wage employment 

and food security. PRIs planned 50% of the 

allocated funds directly at the village level to 

target local infrastructure deficiencies. 

 

2. Rural Connectivity and Infrastructure 

 Pradhan Mantri Gram Sadak Yojana 

(PMGSY - 2000): While execution relied on 

state engineering departments, intermediate and 

district Panchayats (Panchayat Samitis and Zilla 

Parishads) finalized road layouts to guarantee all-

weather connectivity to isolated habitats. 

 Bharat Nirman (2005): PRIs monitored village-

level targets for electrification, telephony, and 

safe drinking water pipelines.  

 

3. Housing and Social Security 

 Indira Awas Yojana (IAY) / PMAY-G (2016): 

The Gram Sabha held exclusive rights to identify, 

prioritize, and verify the list of Below Poverty 

Line (BPL) families deserving of housing 

financial assistance. 

 National Social Assistance Programme (NSAP): 

Gram Panchayats identified eligible destitutes, 
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widows, and elderly individuals for direct pension 

transfers.  

 

4. Sanitation and Self-Employment 

Swachh Bharat Mission - Gramin (2014): PRIs led 

behavioural change campaigns, deployed 

Swachhagrahis (volunteers), and managed funds to 

construct household and community toilets. 

 

SGSY (1999) / NRLM (2011): Panchayats nurtured 

women-led Self-Help Groups (SHGs), providing them 

with infrastructure and credit linkages to seed micro-

enterprises 

 

Implementation of Programmes of Rural 

Development Through Panchayat Raj Institutions  

warna Jayanthi Gramme Swarozgar Yojana (SGSY 

1999): This single-self-employment programme of the 

Swarna Jayanthi Gramme Swarozgar Yojana was 

launched on April 1, 1999. This programme has been 

conceived to overcome the weaknesses of earlier 

schemes of the Integrated Rural Development 

Programme and allied programmes TRYSEM, 

DWCRA, SITRA, and Ganga Kalyan Yojana. Subsidy 

is given to the enterprises under this scheme.  

 

SGSY is financed on a 75:25 cost-sharing basis 

between the centre and the states. SGSY is 

implemented by the District Rural Development 

Agencies (DRDAs) through Panchayat Samitis. The 

implementation of SGSY calls for the integration of 

various agencies like DRDA banks, Panchayat Raj 

Institutions, NGO, etc. 

 

Sampoorna Grameena Rozgar Yojana (SGRY 

2001): This programme was launched by merging the 

ongoing schemes, Employment Assurance Scheme 

(EAS) and Jawahar Gramme Samriddhi Yojana 

(JGSY), on September 25, 2001. The objective of the 

programme is to provide additional wage employment 

in rural areas as well as food security, along with the 

creation of durable community, social, and economic 

infrastructure in the rural areas. 

 

Indira Awas Yojana (IAY) (1985–86):The 

programme was started in 1985–86 during the Ninth 

Plan. It aims at providing "housing for all" and 

facilitates the construction of 20 lakh additional 

dwelling units, of which 13 lakh dwelling units are to 

be constructed in rural areas. Panchayati Raj 

Institutions have an important role in the identification 

of beneficiaries under IAY.  

 

Beneficiaries will be selected from the Permanent IAY 

Waitlists prepared on the basis of BPL lists in order of 

seniority on the list. The Gramme Panahcyats may 

draw out the shelterless families from the BPL list. 

Selection by the Gramme Sabha is final. 

 

Antyodaya Anna Yojana (AAY-2000): The Yojana 

was launched in 2000 to cover one crore poor families. 

The schemes envisaged providing food grains to BPL 

families at a highly subsidized rate of Rs. 2 per kg for 

wheat and Rs. 3 per kg for rice. The AAY scheme was 

expanded in 2003–04 by adding another 50 lakh 

households from among BPL families and further 

expanding to cover 2.5 crore households. 

 

Pradhan Mantri Gramme Sadak Yojana (PMGSY-

2000): This is a 100 per cent centrally sponsored 

scheme launched on December 25, 2000. The primary 

objective of PMGSY was to provide connectivity to all 

unconnected habitations in rural areas with a 

population of more than 500 people. Under Bharat 

Nirman, the goal has been set to provide connectivity 

to all habitats with a population of more than 1000 in 

the plain area. 

 

Nirmal Grama Yojana (1999): The Government of 

Karnataka launched a massive campaign in the name 

of "Nirmal Grama Yojana on October 2 1995, for the 

improvement of sanitary conditions as a part of the 

socio-economic development of rural areas.  

 

The government has been implementing the scheme in 

cooperation with Panchayat Raj institutions and 

nongovernment organizations. 

 

National Social Assistance Programme (MSAP-

1995): This programme, initiated by the Central 

Government, aims at providing social assistance 

benefits to poor households in cases of old age, death 

of the primary breadwinner, and maternity. The main 

features of the three components of NSAP are: 1) the 

National Old Age Pension Scheme (NOAPS); 2) the 

National Family Benefit Scheme (BFBS); and 3) the 

National Maternity Benefit Scheme (NMBS). 

 

The National Rural Livelihood Mission (NRLM) 

advocates the creation of formal mechanisms for 

mutually beneficial working relationships, 

consultations, and the sharing of resources between 

panchayats and institutions of the poor. Ex: SHGs 

 

Mahatma Gandhi National Rural Employment 

Guarantee Act (MGNREGA-2009): The programme 

was launched on February 2, 2006. It envisages 

securing the livelihood of people in rural areas by 

guaranteeing 100 days of employment in a financial 

year to rural households. MGNREGA marks a 

paradigm shift from all earlier and existing wage 

employment programmes because it is an act and not 

just a scheme.  

 

It provides a legal guarantee of work. MGNREGA 

provides a powerful legal entitlement and opportunity 

to realize the objectives of the 73rd Amendment of the 

Constitution.  

 

The Act formally declares the panchayats at the three 

levels as principal authorities for planning and 

implementing the schemes made under this Act, and 

this provision is backed up by substantial guaranteed 

resources. 
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The Time line of MGNREGA 

 

Aug 

2005 

Feb 2006 
 

Apr 2007 
 

Apr 2008 
 

Oct 2008 
 

16 Feb 

2009 

Oct 2009 

NREGA 

legalized 

Came 

into force 

in 200 

districts 

130 more 

districts 

included 

Universalization 

Of the scheme 

At present 

implement the 

600  Districts in 

India(2017)) 

Wage 

transaction 

through 

banks/post 

offices 

MOU 

with 

the 

postal 

dept 

Name 

changed to 

MGNREGA 

Source: www.nrega.nic.in 

 

Role of Panchayati Raj Institutions (PRIs) and 

MGNREGS in Rural Development 

 

Between 2000 and 2017, the synergy between 

Panchayati Raj Institutions (PRIs) and the Mahatma 

Gandhi National Rural Employment Guarantee 

Scheme (MGNREGS) formed the backbone of rural 

development in India. PRIs transitioned into key 

planning and implementing bodies, while MGNREGS 

provided the guaranteed wage employment and 

funding required to alleviate poverty, build community 

assets, and empower marginalized groups.  

 

 Decentralization and Grassroots Governance 

The enactment of MGNREGS (established in 2005 and 

rolled out fully by 2008) coincided with the push to 

empower local self-governments.  

 Decentralized Planning: PRIs were given 

statutory responsibility for the planning, 

implementation, and monitoring of the scheme. 

 Gram Sabha Authority: The Gram Sabha 

(village assembly) was made the central authority 

for recommending works, selecting beneficiaries, 

and conducting mandatory social audits to ensure 

transparency and accountability.  

 Socio-Economic Empowerment 

 

The integration of these two entities directly targeted 

the most vulnerable segments of rural society.  

 Women's Participation: The scheme legally 

mandated that at least one-third of the workers 

should be women. Because of localised PRI 

mobilisation, women's participation often 

exceeded in many states, providing them with 

financial independence and decision-making 

power within the household. 

 Wage Security: Providing guaranteed work acted 

as a powerful social safety net, reducing distress-

driven rural-to-urban migration. 

 Financial Inclusion: Wage disbursements were 

increasingly routed through bank and post office 

accounts, laying the groundwork for greater 

financial inclusion.  

 Creation of Rural Infrastructure and Assets 

 

PRIs were tasked with identifying community needs 

and converting them into MGNREGS work projects. 

This ensured that the assets created were localized and 

highly relevant to the community.  

 Water Conservation: The building of check 

dams, ponds, and micro-irrigation canals can 

improve agricultural productivity. 

 Land Development: Fallow lands were 

improved and levelled, directly benefiting 

marginalized farmers and beneficiaries. 

 Drought Proofing: Tree plantations and 

afforestation projects were undertaken to 

rejuvenate the natural resource base of rural 

villages.  

 Challenges and Systemic Issues 

 

Despite the transformative goals, the implementation 

faced hurdles:  

 Capacity Constraints: Many PRIs struggled 

with a lack of technical capacity, administrative 

resources, and adequate training to efficiently 

manage large-scale public works and maintain 

complex Management Information Systems 

(MIS). 

 Delayed Payments & Autonomy: In some 

regions, delays in fund transfers from the central 

government and overarching political interference 

limited the Gram Panchayats' autonomy.  

 

 

Overall, from 2000 to 2017, MGNREGS provided the 

economic framework that allowed PRIs to evolve from 

mere administrative bodies into active drivers of 

grassroots development and participatory democracy. 

You can explore more on the operational frameworks 

and policies on the Ministry of Rural Development 

portal.  

 

Decentralisation and Rural Development in India: 
Panchayati Raj during 2000–2017Decentralization 

means transferring authority, resources, and 

responsibilities from higher levels of government to 

local institutions. In the Indian rural context, this is 

expected to improve efficiency, responsiveness, and 

participation in development decisions. Panchayati Raj 

is the institutional form of this decentralization, 

designed to connect village-level needs with local 

planning and scheme implementation. If devolution is 

real, Panchayats can identify local priorities, monitor 

development works, and improve access to basic 

services. 

 

http://www.nrega.nic.in/
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PRIs contribute to rural development by making 

planning more local, implementation more accessible, 

and monitoring more participatory. They are especially 

relevant for small but essential development tasks such 

as roads, sanitation, drinking water, drainage, street 

lighting, and upkeep of community assets. These 

functions matter because rural development is not only 

about income growth; it also depends on basic 

infrastructure and local public goods. Panchayats can 

be effective in this role when they are backed by 

adequate funds and administrative support. 

 

The early 2000s saw a growing emphasis on 

decentralized rural governance through various 

schemes and village-level planning initiatives. During 

this period, Panchayats were increasingly used as 

implementing and monitoring institutions for rural 

development programmes. A major policy shift came 

after 2015, when the Fourteenth Finance Commission 

substantially increased grants to Gram Panchayats for 

local civic services. This gave Panchayats more direct 

fiscal support and strengthened their role in rural 

development. 

 

Service Delivery Role 

One of the most visible contributions of Panchayati 

Raj was in the delivery and maintenance of basic 

services. Decentralized institutions are better placed to 

understand local gaps in water supply, sanitation, roads, 

and public facilities. By channelling resources to 

village-level priorities, PRIs helped improve the 

relevance of public spending. However, the actual 

quality of service delivery varied widely across states 

because some Panchayats had strong administrative 

systems while others lacked trained staff and effective 

oversight. 

 

Participation and Inclusion 

Panchayati Raj also widened political participation, 

especially through women's reservation and Gram 

Sabha provisions. Greater representation made local 

governance more inclusive and brought household-

level concerns into development discussions. This was 

important for rural development because participation 

improves legitimacy and can shift priorities toward 

welfare services. Yet formal representation did not 

always translate into effective influence, particularly 

where elite control or weak capacity persisted. 

 

Fiscal Decentralisation 

Fiscal decentralisation is central to the success of 

Panchayati Raj. Studies show that decentralized 

spending can improve local outcomes only when local 

governments have predictable and adequate resources. 

The Fourteenth Finance Commission was therefore a 

turning point, because it substantially expanded untied 

grants to Panchayats and linked them to service 

delivery functions. Even so, financial dependence on 

higher levels of government remained a major 

constraint during the study period. 

 

Constraints: The main weaknesses of Panchayati Raj 

during 2000–2017 were incomplete devolution, limited 

administrative capacity, and uneven state commitment 

to local self-government. In many cases, Panchayats 

were responsible for development tasks without 

receiving enough personnel or decision-making power. 

This meant that decentralization existed more on paper 

than in practice in several states. As a result, the 

developmental impact of PRIs was significant but not 

fully transformative. 

 

The evidence suggests that Panchayati Raj was a 

necessary but insufficient condition for rural 

development in India during 2000–2017. It improved 

local participation, expanded fiscal support, and 

strengthened village-level planning. At the same time, 

the benefits of decentralization were diluted when 

states withheld real authority or when Panchayats 

lacked capacity. The period, therefore, reveals a clear 

lesson: decentralization works best when power, 

money, and responsibility move together. 

 

Between 2000 and 2017, Panchayati Raj played an 

increasingly important role in India's rural 

development strategy by bringing governance closer to 

people and supporting basic local services. Its impact 

became more visible after the Fourteenth Finance 

Commission, which strengthened the financial base of 

Gram Panchayats. However, weak devolution and 

uneven institutional capacity limited the full promise 

of grassroots self-government. The overall conclusion 

is that Panchayati Raj improved rural development, but 

its success depended on genuine decentralization rather 

than formal constitutional status alone. 

 

India's economic progress, especially in the rural sector, 

depends heavily on rural development. It contributes to 

the growth of agriculture by lowering hidden 

unemployment, underemployment, poverty, migration, 

and economic inequity. It also helps to provide 

employment possibilities in rural regions with modest 

capital requirements. The government has come to the 

realisation that, in order to support a strategic shift 

occurring in the economic environment, it must 

mobilise its resources. The development of the 

economy is a comprehensive strategy that allows for 

the smooth integration of all facets of rural society. 

Using the internet's revolutionary power, economic 

growth impacts people's lives and merges people, 

processes, and technology. In today's fiercely 

competitive economy, the government is up against 

enormous obstacles as it works to achieve the greatest 

level of growth. If government operations are planned 

and carried out in accordance with environmental 

changes, economic development will be successful. 

The economic development of the rural environment 

can be done by the government through the 

establishment, development, maintenance, and 

optimization of long-term mutually valuable 

relationships between business and macroeconomic 

environmental variables. 

 

Panchayats are India's ancient autonomous democratic 

institutions. A description of panchayats is found in the 

ancient Indian text "Rigveda in the form of "Sabhas 
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and "Samities. Panchayat literally means an assembly 

(yat) of five wise and respected elders chosen and 

accepted by the village community. The philosophy of 

Panchayat Raj is deeply steeped in the tradition and 

culture of rural India. It is by no means a new concept. 

Panchayat Raj provided a system of self-governance at 

the village level. Panchayat Raj Institutions are the 

grassroots unit of self-government. It has been 

declared the vehicle of socio-economic transformation 

in rural India. Effective and meaningful functioning of 

these bodies would depend on the active involvement, 

contribution, and participation of their citizens, both 

male and female. The role of such institutions is vital 

to rural development. 

 

CONCLUSION 

 

Panchayati Raj Institutions, the grassroots units of self-

government, have been proclaimed as the vehicles of 

socio-economic transformation in rural India. Effective 

and meaningful functioning of these bodies would 

depend on the active involvement, contribution, and 

participation of their citizens, both male and female. 

Gandhiji's dream of every village being a republic and 

Panchayats having powers has been translated into 

reality with the introduction of the three-tier 

Panchayati Raj system to enlist people's participation 

in rural reconstruction. Panchayati Raj Institutions 

became an important pillar of rural development in 

India during 2000–2017 by promoting local 

governance, inclusive participation, and service 

delivery. Their importance increased sharply after the 

14th Finance Commission, which expanded fiscal 

support to Gram Panchayats for basic civic services. 

Yet the period also revealed the limits of decentralized 

governance when devolution is incomplete, and 

capacity remains weak. The overall lesson is that PRIs 

can accelerate rural development only when they are 

backed by real fiscal autonomy, administrative support, 

and democratic participation. 
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