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Abstract: 

Panchayati Raj Institutions (PRIs) have been central to India’s efforts at decentralised rural 

governance since the 73rd Constitutional Amendment (1992). This paper examines the role 

of PRIs in planning, financing, implementing and maintaining rural infrastructure  as roads, 

water supply, sanitation, village buildings, electrification support and public assets  and 

analyses the factors that strengthen or undermine their effectiveness. Using a critical review 

of pre-2021 literature, government documents and evaluation studies, the paper maps 

institutional powers, fiscal devolution, capacity-building initiatives and major central 

schemes that influence infrastructure delivery (e.g., GPDP, Fourteenth Finance 

Commission grants, RGSA). Findings indicate that while statutory authority, earmarked 

grants and capacity programmes have improved PRI engagement in infrastructure delivery, 

persistent constraints limited fiscal autonomy, administrative bottlenecks, capacity gaps and 

uneven state-level devolution reduce the potential of PRIs. The paper concludes with policy 

recommendations to deepen fiscal decentralization, strengthen capacity and systems, and 

institutionalize community accountability to improve infrastructure outcomes. 
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Introduction: 

Decentralized governance is widely regarded as an effective strategy for ensuring that 

development interventions become more responsive to local needs, socially accountable, and 

tailored to the unique socio-economic contexts of different regions. The underlying idea is 

that decision-making authority located closer to the community is more likely to identify 

genuine priorities, address problems promptly, and ensure better oversight of public 

resources. In India, the movement toward decentralization gained a formal and constitutional 

foundation with the enactment of the 73rd Constitutional Amendment Act in 1992. This 

landmark amendment granted a statutory status to Panchayati Raj Institutions (PRIs), 

transforming them from advisory bodies into democratically elected rural local governments 

with clearly defined roles, powers, and tenure. The Amendment introduced a three-tier 

system of rural governance Gram Panchayat, Panchayat Samiti, and Zilla Parishad each 

entrusted with responsibilities linked to planning and implementing development 

programmes. Importantly, the Eleventh Schedule of the Constitution laid out 29 subjects that 

could be devolved to PRIs, many of which are directly related to rural infrastructure such as 

roads, drinking water, sanitation, housing, irrigation, and community assets. This placed 
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PRIs at the centre of rural development efforts by making them key institutions responsible 

for identifying infrastructure gaps, preparing local development plans, and ensuring delivery 

of basic services. However, the ability of PRIs to convert this constitutional mandate into 

tangible improvements in rural infrastructure is shaped by several structural and 

administrative factors. Effective decentralization requires more than just elections and it 

depends on the design of institutional frameworks, the adequacy and predictability of fiscal 

transfers, the extent of administrative devolution (including staff and technical support), and 

systematic capacity-building of elected representatives and local officials. Where these 

enabling conditions are strong, PRIs have demonstrated the potential to plan, execute, and 

maintain rural infrastructure efficiently. Conversely, limited financial autonomy, weak 

technical capacity, and inadequate staff often constrain the performance of PRIs, resulting 

in uneven outcomes across states and districts. 

Objectives of the Study: 

1. To describe the institutional and legal framework that empowers PRIs to plan and 

deliver rural infrastructure. 

2. To review evidence on PRIs’ role in planning, financing, implementing and 

maintaining rural infrastructure. 

3. To identify institutional, fiscal and capacity constraints hindering effective 

infrastructure delivery by PRIs. 

4. To propose policy measures to strengthen PRIs for better rural infrastructure 

outcomes. 

Methodology: 

This is a desk-based analytical study. It synthesises government documents, evaluation 

reports, World Bank and development-research publications, and peer-reviewed literature 

produced up to 2020. Major documentary sources include the text of the 73rd Constitutional 

Amendment and central policy documents (e.g., GPDP guidelines, RGSA framework and 

Fourteenth Finance Commission reports), plus evaluations of finance commission grants and 

World Bank analyses on decentralisation. The paper relies on comparative and thematic 

synthesis rather than original fieldwork.  

Legal and institutional framework: 

73rd Constitutional Amendment and functions of PRIs: 

The 73rd Amendment (1992) introduced Part IX (“The Panchayats”) and the Eleventh 

Schedule (29 subjects) into the Constitution, providing PRIs with a statutory basis for local 

governance and local planning. The Eleventh Schedule explicitly lists subjects such as rural 

housing, sanitation, drinking water, roads, minor irrigation, and other elements tied to 

infrastructure delivery. The Amendment also mandated regular elections, reservation for 

SC/ST/women and state-level conformity legislations, thereby creating a legal framework 

for PRIs to act as institutions of rural governance.  
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State conformity acts and heterogeneity in devolution: 

Implementation of the 73rd Amendment is mediated via state conformity acts and 

administrative orders. States differ substantially in what powers, functions and finances they 

devolve to PRIs. Empirical reviews show large inter-state variation: some states (e.g., 

Madhya Pradesh in early waves of reform) devolved considerable functional and financial 

authority, while others retained control at state or district levels, which limits gram panchayat 

autonomy in infrastructure decisions.  

Financing PRIs for infrastructure: 

Finance Commissions and untied grants: 

Finance Commissions (notably the Fourteenth Finance Commission, 2013–15) 

recommended direct grants to gram panchayats in the form of basic and performance grants, 

significantly increasing unconditional transfers to PRIs. These grants are intended to boost 

panchayat-level resources for local priorities, including infrastructure maintenance and small 

capital works. Evaluations of Fourteenth Finance Commission grant utilisation indicate that 

direct transfers expanded the resource base for many gram panchayats, though effective use 

varied across states and panchayats.  

Centrally sponsored schemes and thematic funding: 

Central programmes and CSS frameworks (e.g., Mahatma Gandhi National Rural 

Employment Guarantee Act (MGNREGA), Pradhan Mantri Gram Sadak Yojana (PMGSY), 

Swachh Bharat Mission) provide sectoral funding and technical inputs for infrastructure. 

While these schemes often bypass PRIs by routing funds through line departments, policy 

reforms and schemes like GPDP/GPSD frameworks sought to strengthen the role of PRIs in 

convergent planning. The RGSA (launched 2018) explicitly focused on capacity building 

and governance reforms to enable PRIs to handle responsibilities including infrastructure 

governance. 

Planning and prioritisation: Gram Panchayat Development Plans 

(GPDP): 

Gram Panchayat Development Plans (GPDP) are an important institutional mechanism 

through which PRIs are expected to plan local infrastructure priorities, align village needs 

with programme funds, and coordinate with department schemes. The Ministry of 

Panchayati Raj issued guidelines for GPDP to mainstream participatory planning, evidence-

based prioritisation and convergence with central/state schemes. When GPDPs are 

functional and inclusive (with Gram Sabha participation), they improve prioritisation and 

maintenance of local infrastructure. However, state-level implementation, data availability 

and capacity constraints affect the quality of GPDPs.  
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Evidence on PRI Performance in Infrastructure Delivery 
Positive Contributions: 

 Local knowledge and targeting: PRIs, being close to communities better identify 

local infrastructure needs such as location-specific roads, water points, drainage, 

school rooms leading to targeted investments and use of local labour and materials. 

International and Indian studies on decentralisation show that local institutions often 

improve targeting and responsiveness.  

 Institutional ownership and maintenance: When PRIs are involved in planning 

and funding, there is higher likelihood of community ownership and subsequent 

maintenance of assets (for example, village-level sanitation facilities and small water 

works). Evaluations of finance commission grants show instances in which 

panchayats prioritized maintenance and minor capital works.  

 Innovations and local solutions: Several state-level examples and case studies 

(documented in literature) show panchayats innovating (labour pooling, local 

contracts, village funds) to address infrastructure gaps. Scholarly reviews highlight 

the diversity of PRI performance across states and time.  

Limitations and Constraints: 

 Fiscal limits and conditionality: PRIs often face limited and uncertain revenue 

streams. Central/state sector schemes frequently come with central rules and 

technical norms that restrict panchayat discretion, reducing the ability to fund locally 

essential infrastructure.  

 Administrative control and capacity gaps: Many functions are still controlled by 

line departments; panchayats may lack technical staff (engineers, accountants) and 

administrative systems to manage complex infrastructure projects. Capacity-building 

programmes have been launched, but institutionalizing technical support remains 

incomplete. State variability and political economy: Where state governments 

devolved real authority and resources, PRIs performed better. Where power 

remained centralized, PRIs became implementation agents with little discretion. 

Local elite capture, party politics and weak Gram Sabha functioning further affect 

equitable infrastructure delivery. 

 Major Programmes and External Support: 

Fourteenth Finance Commission Grants (2015): 

The Fourteenth Finance Commission recommended significant basic and performance 

grants to gram panchayats, intended to strengthen local resource bases and incentivize 

performance in governance and service provision. These grants altered the fiscal landscape 

for PRIs by creating predictable untied resources at village level. Evaluations show mixed 

implementation and variable use across states.  

Rashtriya Gram Swaraj Abhiyan (RGSA, 2018) 

Launched in April 2018, RGSA (as an umbrella capacity-building scheme) aimed to 

strengthen Panchayati Raj Institutions through training, e-governance, Gram Panchayat 

Bhawans and systems to enhance Gram Sabha functioning and PRI delivery capacity. RGSA 
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emphasized leadership development, e-governance and standardized honoraria to support 

functional PRI operations. 

 World Bank and development partners 

International agencies (e.g., World Bank) supported state and central initiatives in 

institutional strengthening, capacity building and pilot infrastructure support for Panchayats. 

World Bank analyses stressed the importance of fiscal decentralisation, capacity building 

and institutional design to make PRIs effective in service delivery.  

Reason of PRIs Succeed or Fail in Infrastructure Delivery: 

The literature (up to 2020) points to interplay of institutional, fiscal and political factors: 

1. Devolution of discretion + resources = better outcomes: PRIs need both authority 

over functions (administrative control) and predictable finances to plan and execute 

infrastructure. States that devolved both showed better PRI performance.  

2. Capacity matters: Technical, managerial and financial skills at the gram panchayat 

level are indispensable. Capacity-building programmes (like RGSA) and placement 

of technical support (e.g., cluster or block-level engineers) improve program design 

and asset quality. However, capacity building must be systemic and continuous.  

3. Convergence and coordination: Effective infrastructure delivery often requires 

convergence across schemes and departments. GPDP and convergent planning 

frameworks help align funds (central, state and PRI) to local priorities; but only 

where line departments cooperate and data/plans are credible.  

4. Accountability and participation: Gram Sabha participation, social audit 

mechanisms, and transparency in procurement and funds flows strengthen local 

accountability and reduce misuse, improving infrastructure maintenance and quality.  

5. Political economy and elite capture: Local power structures influence resource 

allocation. Where inclusive representation is weak or where elites capture PRI 

institutions, infrastructure investments may serve narrow constituencies rather than 

public priorities. Regular elections and reservations help and need to be backed by 

capacity and accountability mechanisms.  

Policy Recommendations: 

Based on the reviewed evidence up to 2020, the following policy actions can strengthen PRIs 

for better infrastructure delivery: 

1. Deepen fiscal devolution with clear function-fund alignment: State governments 

should devolve funds and the corresponding functionaries and decision-making 

powers for the infrastructure functions in the Eleventh Schedule. Performance grants 

should reward maintenance and service quality while basic grants cover recurrent 

local needs.  

2. Institutionalize decentralized technical support: Create block/cluster-level 

engineering and financial resource units to provide technical backstopping to gram 

panchayats. These units should be adequately staffed and linked to state engineering 

departments for standards and training.  

3. Strengthen GPDP and convergence systems: Make GPDP the statutory basis for 

local infrastructure planning and tie central/state scheme approvals to GPDP 
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priorities to reduce parallelism and fund fragmentation. Invest in training panchayat 

teams in participatory planning and basic project design.  

4. Capacity building as long-term investment: Scale up continuous training (RGSA-

style) for elected representatives, secretaries and functionaries, with follow-up 

mentoring, e-learning and performance coaching. Institutionalize career paths for 

panchayat staff to ensure retention of skills.  

5. Strengthen local accountability mechanisms: Make Gram Sabhas effective 

through scheduling, agenda-setting on infrastructure projects, social audits and 

public disclosure of contracts and finances. Link performance grants to transparency 

indicators.  

6. Encourage innovation and shared services: Support inter-panchayat collaboration 

for larger infrastructure (e.g., inter-village water systems, waste management) and 

shared procurement to achieve economies of scale and technical quality.  

Conclusion: 

Up to 2020, Panchayati Raj Institutions in India have shown strong potential to improve rural 

infrastructure delivery owing to their constitutional status and proximity to citizens. Legal 

recognition (73rd Amendment), fiscal transfers (notably Fourteenth Finance Commission 

grants), and capacity initiatives (GPDP, RGSA) have created enabling conditions. The 

promise of decentralisation remains partially unrealised because many PRIs lack adequate 

fiscal autonomy, technical capacity, and meaningful administrative devolution. 

Strengthening PRIs for infrastructure requires an integrated approach: aligning functions 

with funds, institutionalising technical support, sustaining capacity building, ensuring 

participatory planning and reinforcing local accountability. With these reforms, gram 

panchayats are the primary drivers of responsive, durable and equitable rural infrastructure. 
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