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I.  INTRODUCTION


Developing countries are increasingly recognizing the need for devising appropriate strategies and policies for generating rural employment. These strategies often include efforts to develop and expand employment opportunities in rural non-farm activities. The off-farm activities undertaken by workers as hired labour on farms owned by non-farm activities include non‑agricultural activities undertaken by the workers either as main or subsidiary occupations, precisely the industrial sector, construction, service sector based production activities, trading etc. are called non-farm activities and the employment therein is called non-farm employment.


The study group on rural non-farm sector constituted by the National Bank for Agricultural and Rural Development (NABARD, 1994) defined non‑farm sector as “all non-agricultural economic activities, viz., agricultural processing, household manufacturing, construction, transport, trade and all services in rural areas and rural towns. It also advocated inclusion of activities such as animal husbandry and fisheries which practiced on a commercial basis later as a subsistence activity by a rural household. The report further remarked that a variety of individuals who can be classified as different categories such as wage earners (potters and artisans working for wage) self employed producers (tea shop owners and vendors) producer entrepreneurs (owners of food processing units) traders (who supply raw materials and buy finished products) and owners of large manufacturing or service business. 


The agricultural sector in rural areas being oversaturated, the growth of rural non-farm sector (RNFs) is seen as a promising sector for creation of sustainable employment and as the solution to the problem of poverty in rural areas. At present it is argued that in a situation of faster growing rural work force than the employment potential of agricultural sector, the RNFs has positive role to play in promoting growth and welfare. 


According to interlinkages hypothesis (Mellor, 1976) the growth of farm and non-farm sector would be mutually reinforcing with employment and income increasing in a dispersed pattern. Geographic isolation and taste of the rural population combined to make demand for locally produced goods increase with income. On the other hand, it is argued by residual sector hypothesis that the growth of RNFs is caused by agricultural distress rather than by overall development (Basant, 1994). It is stated that the rural workers who are not able to find employment in the agricultural sector are forced to join the RNFs. So the RNFs are regarded as the residual sector. It is also argued that factors responsible for the growth of RNFs do not like wholly in agricultural or rural areas. The process of urbanization also influences the growth of RNFs and sometimes exercises a positive impact on RNFs employment (Kundu, 1991) which is known as urbanization hypothesis. 


Rural households in developing countries have been treated as economic units fully depending upon agricultural activities. There is now a growing recognition that rural households construct the diverse portfolio of activities in order to generate income and rural non-agricultural sector become one of the main income sources. Rural households can generate income from a wide range of non-agricultural activities apart from their farm and off farm income sources. Non-agricultural income may be wage employment and self employment in manufacturing, trading, non-agricultural manual and service apart remittances and social support capabilities and such non-agricultural sources can contribute significantly to the total income of rural households in developing countries like India. 


The effects of non-farm income on total farm household incomes are found to vary both among developing countries and regions in the same country. In Taiwan, for ex, non-farm income was the principal source of rising rural real incomes in 1970 and was accompanied by very small increases in real farm income despite significant increases in agricultural productivity. In contrast, in southern Africa increasing rural non-farm employment are likely to increase total household income but may lead to static or lower, agricultural production and income in South Africa. In Kenya, regions with higher non-farm incomes also tent to have higher agricultural income levels. In bicol, a resource poor region of the Philippines, a rapid increase in non‑farm income in absolute and relative terms accompanied a decline in both agricultural total incomes in the late 1970 and early 1980. The direction and casuality of growth in non‑farm and farm activity is far from clear in many of the studies. 


Rural off-farm employment has traditionally been viewed as a low-productivity sector producing low quality goods (Lanjouw, 1999). In recent years, however this opinion has been swinging away and there are number of arguments suggesting that neglect of the sector is socially costly. For example, it has been argued that the sector has a positive role in absorbing a growing rural labour force in slowing rural-urban migration, contributing to national income growth and in promoting a more equitable distribution of income. The perceived contribution of the non-farm sector to the economic achievement of the East Asian countries in receiving increased attention. Lanjouw and Lanjouw (1999) indicated that the rural non-agricultural sector is large and it has been growing overtime. Hazell and Haggblade (1993) remarked that the share of rural labour force employed primarily in non‑agricultural activities rises sharply. They calculated that in Latin America 47 per cent of the labour force in rural settlements and rural towns are employed in non-farm activities. They also highlighted the importance of female participation in non-agricultural activities. 


Non-agricultural activities can broadly be divided into two groups of occupations : high-labour-productivity that leads to high income activity and low labour productivity activities that serve only as a residual source of employment – a “last resort” source of income. These latter activities are common among women. Such employment may be very important from a social welfare perspective for the following reasons : Off farm employment income may serve to reduce aggregate income inequality ; where seasonal or longer term unemployment in agriculture exists, household may benefit even from low non-agricultural earnings and for certain sub groups of the population that are unable to participate in the agricultural wage labour market, notably women in many parts of the developing world, non-agricultural incomes offer some means to economic security. 


Empirical evidence from many countries support the notion that agricultural wages are not perfectly flexible and that rural agricultural labour markets are segmented with certain sub-groups of the population (such as women and children) being unable to obtain employment at the market wage. The broader relationship between rural non-agricultural activity and agriculture has received considerable attention in the literature. During the 1970’s, various researchers argued that a virtuous cycle could emerge between agricultural intensification and non-agricultural activity via “backward” linkages, or where agricultural goods require processing in spinning, milling or canning factors prior to sale would stimulate non-agricultural activity through “forward” linkages demand for goods and services produced in nearby villages and towns. In addition, rising agricultural productivity could release labour or raise wages for non-agricultural activities and surpluses could provide investment funds for the non-agricultural sector. 


During the 1970 and early 1980, Mellor (1973), Lele (1973), Johnston (1970) and Kilby (1975) emphasized the growth linkages effects of agricultural growth. According to this literature, technology change in agriculture boosts production thereby, increasing the income of land owning households. In turn, these land owning household use their new income to buy more labour intensive goods and services which are produced by the poor working in small scale firms in the rural non-farm sector. Thus accelerated growth in agriculture has both production linkages that provide the poor with more food and consumption linkages that provide the poor with more employment opportunities in the rural non-farm sector. 


Despite this changed view, there is still no agreement in the empirical literature on two key issues (a) the impact of rural non-farm income on income inequality and (b) the link between land, non-farm income and overall rural inequality. On the one hand, studies by Lanjouw (1998) in Ecuador, Adams (1995) in Pakistan and Chinn (1979) in Taiwan indicate that non-farm income reduces rural income inequality. According to Adams non-farm income benefits the poor because the share of non-farm income varies inversely with both size of land owned and total rural income. On the other hand, studies in Africa have generally produced very different results. Reardon (1996) and Taylor (1996) in Burkina, Faso (1996), Collier (1986), Radwan (1986) and Wangwe (1986) in Tanzania and Malton (1979) in Nigeria find that non-farm income has a negative impact on rural income distribution because it is mainly large land owners who receive non-farm income. 


Largely based on evidence of the positive effect of non-farm income on income distribution among farm families in United States, Japan and Taiwan that non-farm activity may help reduce income inequalities and increase of the incomes of the rural poor. Anderson (1981) and Leiserson (1981) hypothesized that the increase in non-farm employment is likely to be most beneficial for the poorest households and they conclude that non-farm employment increases with agricultural development in the least developed capitalist economies. 


In India the non-farm rural employment has witnessed a steady expansion during the last two decades. The work force in rural areas is gradually moving out of agriculture. This process of structural change would lead to the emergence of problems of farm-non-farm relations especially from the point of employment for the rural households. 


In this backdrop, the current study has been attempted with the following objectives :

1.
To examine the demographic and economic background of the sample workers.

2.
To assess the income and employment in agricultural sector.

3.
To study the reasons for taking up non-farm activities.

4.
To analyse the determinants of income from non-farm activities. 
CHAPTER – II

REVIEW OF LITERATURE


The literature pertaining to the study on “NON-AGRICULTURAL INCOME AND RURAL HOUSEHOLD CHARACTERISTICS IN A SELECT AREA” is presented under the following heads :


1.
Nature and Growth of Non-Farm Employment in India


2.
Studies on various Dimensions on Non-Farm Sector


3.
Other Related Studies

1.
NATURE AND GROWTH OF NON-FARM EMPLOYMENT IN INDIA


In the process of economic development, agriculture and the modern formal industrial sector are not able to absorb the growing labour force in the developing countries. All present, it is argued that in a situation of rural workforce growing faster than the employment potential of agriculture, the rural non-farm sector has positive role to play in promoting growth and welfare. The non-farm sector comprises all non-agricultural activities, mining and quarrying, household and non-household manufacturing, processing repairs, construction, trade, transport and communication and other services in rural areas. 


Though only about a quarter of India’s gross domestic product (GDP) is derived from the farm sector, down from about one third two decades ago, three-fourths of the labour force still relies on the land for its livelihood (Goyal et al., 2004). It is observed that the slow down of Indian agriculture and its wide fluctuations not only affect its contribution to GDP but also its rural employment growth. Since agriculture has failed to generate adequate opportunities in the rural areas, the economy looks for alternative avenues, mostly in rural non-farm sectors.


Farm sector in rural India has all along been the largest absorber of labour. But its relative importance has steadily declined on account of the declining employment elasticity in the farm sector due to technological changes and pattern of farm employment.


The percentage share of rural farm and non-farm employment by sex from 1972-73 to 1999-2000 is shown in Table – I.

TABLE – I

PERCENTAGE SHARE OF RURAL FARM AND NON-FARM EMPLOYMENT 

BY SEX FROM 1972-73 TO 1999 – 2000

	Sector / Sex
	1972-73
	1977-78
	1983
	1987-88
	1993-94
	1999-2000

	Male

Farm

Non-Farm

Female

Farm

Non-Farm
	83.2

16.8

89.7

10.3
	80.6
19.4

88.1

11.9
	77.5

22.5

87.5

12.5
	74.5

25.5

84.7

15.3
	74.1

25.9

86.2

13.8
	71.4

28.6

85.4

14.6


Source
:
NSSO, Employment and Unemployment in India, 1999-2000 – NSS 55th Round ;                  

1993-94 – NSS 50th Round ; 1987-88 – NSS 43rd Round ; 1983 – NSS 38th                  

Round ; 1977‑78 – NSS 32nd Round ; 1972-73 - NSS 27th Round. 

Table – I based on usual status NSS estimates, gives a 28 year series of rural workers of India. In rural India, the proportion of male workers engaged in non-farm sector has been steadily increasing from 16.8 per cent in 1972-73 to 25.5 per cent in 1987-88 and to 28.6 per cent in 1990-2000. The rural female workers did not witness the uninterrupted trend of the type witnessed by the male counterparts. It is noticed that in the economic reforms period the share of RNFE increased marginally form 13.8 per cent in 1993-94 to 14.6 per cent in 1900-2000. 


The relative share of different sectors for rural male and female workers is shown in Table – II and Table – III respectively. 

TABLE – II

SECTORAL DISTRIBUTION OF RURAL MALE WORKERS

FROM 1972-73 TO 1999-2000

(Per cent)

	Sectoral distribution
	1972-73
	1977-78
	1983
	1987-88
	1993-94
	1999-2000

	A. Agricultural and Allied Sector

1. Mining and quarrying

2. Manufacturing

3. Electricity, Gas, etc.

4. Construction

B. Secondary Sector

5. Trade Hotelling, etc.

6. Transport, Communication

7. Services

C. Tertiary Sector
	83.2

0.4

5.7

0.10

1.60

7.8

3.1

1.0

4.8

9.0
	80.6

0.5

6.4

0.2

1.7

8.8

4.0

1.2

5.3

10.6
	77.5

0.6

7.0

0.2

2.2

10.0

4.4

1.7

6.1
12.5
	74.5

0.7

7.4

0.3

3.7

12.1

5.1

2.0

6.2

13.4
	74.1

0.7

7.0

0.3

3.2

11.2

5.5

2.2

6.6

14.7
	71.4

0.6

7.3

0.2

4.5

12.6

6.8

3.2

6.1

16.2


Source
:
NSSO, Employment and Unemployment in India, 1999-2000 – NSS 55th Round ; 1993-94 –              

NSS 50th Round ; 1987-88 – NSS 43rd Round ; 1983 – NSS 38th    Round ; 1977‑78 – NSS           

 32nd Round ; 1972-73 - NSS 27th Round. 

TABLE – III

SECTORAL DISTRIBUTION OF RURAL FEMALE WORKERS 

FROM 1972-73 TO 1999-2000

(Per cent)

	Sectoral distribution
	1972-73
	1977-78
	1983
	1987-88
	1993-94
	1999-2000

	A. Agricultural and Allied Sector

1. Mining and quarrying

2. Manufacturing

3. Electricity, Gas, etc.

4. Construction

B. Secondary Sector

5. Trade Hotelling, etc.

6. Transport, Communication

7. Services

C. Tertiary Sector
	89.7

0.2

4.7

-

1.1

6.0

1.5

-

2.8

4.3
	88.1

0.2

5.9

-

0.6

6.7

2.0

0.1

3.0

5.1
	87.5

0.3

6.4

-

0.7

7.4

1.9

0.1

2.8

4.8
	84.7

0.4

6.9

-

2.7

10.0

2.1

0.1

3.0

5.2
	86.2

0.4

7.0

0.1

0.9

8.4

2.1

0.1

3.3

5.5
	85.4

0.3

7.6

-

1.1

9.0

2.0

0.1

3.7

5.8


Source
:
NSSO, Employment and Unemployment in India, 1999-2000 – NSS 55th Round ; 1993-94 –              

NSS 50th Round ; 1987-88 – NSS 43rd Round ; 1983 – NSS 38th    Round ; 1977‑78 – NSS           

 32nd Round ; 1972-73 - NSS 27th Round. 

Relationship between Rural Non-Farm Employment and Rural Poverty


The relationship between rural non-farm employment and rural poverty is studied with reference to states of India. Table – IV gives a profile of the percentage share of rural male non-farm employment for major states during the time period 1983 to 1999-2000. The percentage share of rural non-farm employment increased in as many as 10 states out of 17 major states for rural male workers in post reform period. Andhra Pradesh, Orissa and Rajasthan are three states for which the percentage share decreased for rural male non‑farm workers.


In 1983, states which obtained the top five ranks in terms of the high percentage of male rural non-farm workers were Kerala, Tamil Nadu, Jammu and Kashmir, Rajasthan and Haryana. In 1999-2000 and only three of these states retained their top rank. Rajasthan dropped to rank nine and Jammu and Kashmir to rank eight while Himachal Pradesh and Assam ranked two and five respectively. The pattern was quite different for rural female workers as shown in Table – V.

TABLE – IV

STATE-WISE PERCENTAGE SHARE OF MALE RURAL NON-FARM WORKERS FROM 1983 TO 1999-2000

	States
	1983
	1987-88
	1993-94
	1999-2000

	
	Per cent
	Rank
	Per cent
	Per cent
	Per cent
	Rank

	1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

11.

12.

13.

14.

15.

16.

17.
	Andhra Pradesh

Assam

Bihar

Gujarat

Haryana

Himachal Pradesh

Jammu and Kashmir

Karnataka

Kerala

Madhya Pradesh

Maharashtra

Orissa

Punjab

Rajasthan

Tamil Nadu

Uttar Pradesh

West Bengal
	24.60

18.50

19.50

20.11

27.54

24.11

32.51

17.64

42.60

12.77

24.22

22.52

25.40

31.70

33.60

22.08

27.47
	8

15

14

13

5

9

3

16

1

17

11

10

7

4

2

12

6
	25.90

23.50

20.00

31.40

29.10

31.30

36.90

20.40

45.80

14.70

24.20

25.10

31.20

345.80

34.80

21.10

27.80
	24.40

21.80

18.00

28.90

39.10

34.20

38.70

21.20

46.80

12.80

24.70

21.30

31.90

30.40

36.00

23.70

35.30
	25.60

37.30

21.00

28.60

40.40

46.20

33.10

21.50

57.20

15.80

26.20

23.00

36.30

32.70

37.80

28.20

33.60
	13

5

16

10

3

2

8

15

1

17

12

14

6

9

4

11

7

	All India
	23.20
	
	25.50
	25.90
	28.60
	


Source
:
NSSO, Employment and Unemployment in India, 1999-2000 – NSS 55th Round ; 1993-94 –              

NSS 50th Round ; 1987-88 – NSS 43rd Round ; 1983 – NSS 38th    Round ; 1977‑78 – NSS           

 32nd Round ; 1972-73 - NSS 27th Round. 

TABLE – V

STATE-WISE PERCENTAGE SHARE OF FEMALE RURAL NON-FARM WORKERS FROM 1983 TO 1999-2000

	States
	1983
	1987-88
	1993-94
	1999-2000

	
	Per cent
	Rank
	Per cent
	Per cent
	Per cent
	Rank

	1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

11.

12.

13.

14.

15.

16.

17.
	Andhra Pradesh

Assam

Bihar

Gujarat

Haryana

Himachal Pradesh

Jammu and Kashmir

Karnataka

Kerala

Madhya Pradesh

Maharashtra

Orissa

Punjab

Rajasthan

Tamil Nadu

Uttar Pradesh

West Bengal
	17.36

22.90

12.05

7.75

10.99

3.28

5.06

11.69

32.56

6.08

8.03

21.85

10.31

8.04

20.10

11.23

23.88
	6

3

7

14

10

17

16

87

1

15

13

4

11

12

5

9

2
	17.90

17.70

9.80

24.20

7.50

3.60

6.10

14.50

34.30

8.90

8.60

22.00

8.40

16.70

22.90

8.70

29.20
	16.30

16.80

8.10

9.40

6.80

4.50

4.60

15.40

37.00

6.10

8.80

15.00

7.30

7.00

21.50

10.00

41.10
	15.70

10.60

14.30

8.00

7.90

4.90

6.50

12.20

40.20

8.40

6.10

19.60

9.40

8.10

24.10

12.50

45.90
	5

9

6

13

14

17

15

8

2

11

16

4

10

12

3

7

1

	All India
	13.27
	
	15.30
	13.80
	14.60
	


Source
:
NSSO, Employment and Unemployment in India, 1999-2000 – NSS 55th Round ; 1993-94 –              

NSS 50th Round ; 1987-88 – NSS 43rd Round ; 1983 – NSS 38th    Round ; 1977‑78 – NSS           

 32nd Round ; 1972-73 - NSS 27th Round. 


Table – VI shows that as compared to 1990-91 rural poverty increased significantly in 1992 in all states except in West Bengal (in case of Punjab, poverty declined marginally). As compared to the year 1992, rural poverty ratio declined significantly in all states in 1993-94, except Punjab and Haryana and Orissa. It declined further in all states in 1999-2000 as compared with previous surveys (1987-88 and 1993-94). The highest incidence of poverty was recorded in Bihar (58.57 per cent in 1987-88, 67.81 per cent in 1992-93 and 48.5 per cent in 1999-2000). The incidence of poverty was lowest in Punjab and Haryana (20 per cent in 1987-88 and 10 per cent in 1999-2000).

TABLE – VI

PERCENTAGE OF PEOPLE BELOW POVERTY LINE ACROSS THE STATES OF RURAL INDIA FROM 1987-88 TO 1999-2000

	States
	1987-88
	1990-91
	1992-93
	1993-94
	1999-2000

	
	Per cent
	Rank
	Per cent
	Per cent
	Per cent
	Per cent
	Rank

	1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

11.

12.

13.

14.
	Andhra Pradesh

Assam

Bihar

Gujarat

Karnataka

Kerala

Madhya Pradesh

Maharashtra

Orissa

Punjab and Haryana

Rajasthan

Tamil Nadu

Uttar Pradesh

West Bengal 
	34.02

43.01

58.57

42.93

43.93

34.67

47.80

52.32

47.86

20.00

50.35

48.35

41.36

34.87
	2

7

14

6

8

3

9

13

10

1

12

11

5

4
	36.90

42.40

58.29

43.13

42.73

33.80

47.93

43.05

27.14

18.55

38.96

42.02

36.88

39.11
	41.85

56.61

67.81

46.78

56.94

34.15

56.09

60.63

36.57

18.14

50.90

46.65

46.67

28.15
	28.93

48.99

63.51

35.35

40.97

31.07

45.36

47.81

40.28

25.23

47.52

36.74

41.60

27.27
	23.10

43.70

48.50

22.70

27.40

13.80

41.20

33.70

38.20

10.00

29.10

26.80

28.30

20.00
	5

13

14

4

7

2

12

10

11

1

9

6

8

3

	All India
	39.23
	
	36.43
	43.47
	36.66
	30.70
	


Source
:
Datt (1998) and Datt et al. (2003).


The cross classification of states in respect of rural non-farm employment and percentage share of people below poverty line is shown in Table – VII. 

TABLE – VII

SHARE OF RURAL NFE AND RURAL POVERTY : CROSS CLASSIFICATION OF STATES – 1999-2000 SHARE OF RURAL NON-FARM EMPLOYMENT

	Poverty
	Low
	Medium
	High

	High
	Bihar

Madhya Pradesh

Maharashtra
	Orissa
	Assam

	Medium
	Karnataka
	Andhra Pradesh

Uttar Pradesh

Rajasthan
	Tamil Nadu

	Low
	Gujarat
	Punjab
	Haryana

Kerala

West Bengal


States are arranged as per their high, medium and low percentage share of rural non-farm employment as well as rural poverty. It is clear that there is a close correspondence between rural poverty and rural non-farm employment and it is negative.


To sum up, the above features revealed that in rural India, the proportion of male workers engaged in non-farm sector had been steadily increasing from 1972-73 to 1999-2000. The rural female workers did not witness the uninterrupted trend of the type witnessed by the male counterparts. It is noticed that in the economic reforms period, the share of RNFE increased marginally. The percentage share of employment of rural male and female workers in the secondary sector witnessed a steady increase in the pre-reform period, while in the post reform period their shares declined in 1993-94 and after that they increased. The proportion of employment in the tertiary sector showed a steady increase overtime for both rural male and female workers. The progress of tertiary sector is higher than that of secondary sector for rural male workers. In case of rural female workers the share of tertiary sector is lower than that of secondary sector. Manufacturing sector accounted for the highest share but it could not prosper in the post-reform period for rural male workers. Trade, hostelling, etc. which constitute the dynamic sector for rural male workers did not do much for the female workers in the post-reform period. 

2.
STUDIES ON VARIOUS DIMENSIONS ON NON-FARM SECTOR


Kumar (2002) in his study on “Non-agricultural income and rural household characteristics”, analysed the non-agricultural income of the rural households using survey data from three villages of Kuppam block in Vellore district of Tamil Nadu. The areas had been selected depending upon the share of non-agricultural workers in the work force reported in 1991 census. The total sample covered in this study had 194 households and the data pertaining to the socio-economic background were collected using survey technique.


The researcher had argued that non-agricultural income is of great importance for rural households. Not only they were getting good amount of income from non-agricultural sources, its share in total income was also high. It was found that there was significant difference in mean square of non-agricultural income sources, number of adult males in the households, nearness to the main road, contacts with social, political and panchayat organizations and landholdings were the significant variables influence the non-agricultural income of the households.


Venkateswarlu (2005) analysed “Rural non-farm employment in Andhra Pradesh during 1961-2001”. The author examined the inter-regional and inter-district variations in the rural non-farm employment in Andhra Pradesh during 1961-2001, based on census data. Both at overall economy and at the rural economy of Andhra Pradesh, there was a favourable situation for the shift in the share of non-agricultural employment, during 1991-2001. In the rural sector, the shares of non-farm employment among males, females and persons were relatively high in 1961 and decreased up to 1991 and by 2001 they showed sudden rise compared to 1991 census. The share of rural household industry workers in the rural non-farm workers were highest among males, females and persons in 1961 in each type – share at state, region and district levels. Between 1991 and 2001, only among the females, there had been rise at the state level and in telegana region ; and at district level.


In rural Andhra Pradesh, the shares of non-agricultural workers among persons, males and females were relatively high in 1961 and there was a tendency to decrease till 1991. Between 1991 and 2001, there had been sudden jump in those shares as well. In comparison with rural India, the rural Andhra Pradesh maintained higher shares of non-agricultural employment among persons, males and females from 1961-1991 ; but by 2001, the rural Andhra Pradesh had lost its edge particularly among females. During 1991-2000, the growth rates of rural non-agricultural employment among persons, males and females have recorded substantial increase which had led to the rise in the respective shares of non-agricultural employment between 1991 and 2001.


In the rural sector the shares of non-farm employment among males, females and persons they are relatively high in 1961 and decreased up to 1991 and by 2001 they showed a sudden rise compared to 1991 ; at regional and district levels, Nizamabad and Karimnagar districts of Telegana have performed well over the state average in the entire period continuously. 


Himalchand (2002) in his study on “Growth and determinants of rural non-farm employment in Punjab” had described that the overall growth of Punjab’s economy had slackened due to number of factors. Employment growth in Punjab had lagged behind the growth in the labour force. Though the agricultural sector played an important role in the state as well as in the country, it suffered from various maladies and was unable to absorb the surplus labour force. Hence the rural labour force looked for opportunities in the non-farm sector. The share of rural non-farm employment in Punjab had increased over period indicated the occupational diversification. It was relatively higher in the agriculturally and industrially developed districts of the state. Diversification of the agricultural sector as well as the non-agricultural sector through a conscious planning intervention would help in the strengthening the forward and backward linkages, which led to an expansion of non-farm activities in the state. The literacy rate was found to have a high positive association with rural non-farm employment. Urbanization and infrastructure development especially road network have a positive influence on the activities of the sector. These indicators are required to be strengthened to give a fillip to rural non-farm activities in the state. 


Mahendradev (2007) in his study on “Rural non‑farm employment in India and China : Trends, determinants and policies”, analysed that in both countries, there had been rural transformation in the post-reform period. However, growth in RNF employment was higher in China as compared to India. There had been diversification in rural areas but it was slow particularly for females. The challenge was to shift the workers to non-agricultural sector in rural areas to improve the productivity of poor workers. A two prolonged strategy was needed for enhanced livelihood of the poor. On the one hand, the government should have policies to improve education and skills of the workers. On the other hand, they should have several policies to increase employment for the unskilled workers. Simultaneously, backward areas and social groups have to be helped for development of livestock and forest sectors are more pro-poor in rural areas as compared to other areas. There was a need to focus on pro-poor policies instead of constructing only on foreign direct investment and corporate sector. 


Matsumoto et al. (2006) in their study on “The role of local non-farm activities and migration in reducing poverty : Evidence from Ethiopia, Kenya and Uganda”, estimated the determinants of the participation in local non-farm activities and migration at the individual level and then estimated the determinants of farm and non-farm income. The cross-sectional data from Ethipoia, Kenya and Uganda were used. The results indicated that schooling and local language ability increased participation in local non-farm activities and migration. Schooling also was found to increase non‑farm activities and migration. Further, schooling also was found to increase non-farm income at the household level but not farm income. It was also found that farm household members from low potential agricultural areas are more likely to participate in local non-farm activities and migration than those from high potential agricultural areas. Thus the result suggested that local non-farm activities and migration offered employment opportunities for workers from low potential agricultural areas. Indeed, the non-farm activities were likely to provide an important pathway to reduce poverty in low-potential agricultural areas in east Africa. The results therefore supported their findings on the importance of non-farm income in reducing poverty in low potential agricultural areas in east Africa as well.


Otsuka and Yamano (2004) in their analysis on “Introduction to special issue on the role of non-farm income in poverty reduction : evidence from Asia and East Africa” presented seven studies that collectively attempted to investigate the role of non-farm income in long-term poverty reduction in Asia and Africa. The first four studies out of the seven used panel data over two decades in Philippines, Thailand, Bangladesh and India. These studies showed drastic increases in non-farm income shares and corresponding decline in poverty levels over time, especially in Philippines and Thailand. Education levels of household members and returns to education also increased significantly in these countries. The remaining three studies used cross sectional and short term panel data from Ethiopia, Kenya and Uganda. These African studies showed high proportion of poor households and low shares of non-farm income that are somewhat comparable to the situation in 1980s described in the Asian studies, without the green revolution that provided stable farm income and potential financial resources to invest in children’s education in Asia.


The following three conclusions have emerged from the studies – First, the reliance on agricultural labour markets alone will not reduce poverty to a significant extent. The share of agricultural wage income had decreased in Asia, even though it remained relatively high in Tamil Nadu. Second, increased non-farm income was a decisive factor in reducing rural poverty in both Asia and east Africa. The non-farm income share had increased significantly in Asian countries over the last two decades and was inversely and closely related with the incidence of poverty. Third, labour markets are clearly segmented in accordance with the schooling levels. In Asia, educated workers tend to find lucrative non-farm jobs, whereas uneducated workers tend to work in relatively low-paying jobs including hired labour employment in agriculture. The Asian experience strongly suggested that it was the green revolution that must be realized to initiate the structural changes towards increasing the ability to participate in non-farm activities in sub-Saharan Africa. 


Premaratne and Senanayake (2004) in their study on “Access to rural non-farm activities results from field study in Sri Lanka” indicated that RNFEAs contribute to rural household incomes and also play and important role in increasing rural employment though the poorest segments have access only to low profitable refuge jobs. There are several factors that play important role either directly or indirectly in determining RNFEAs. Among them, education and infrastructure facilities were widely recognized as very important determinants of access to non-farm income generation activities in rural areas. The other factors include household composition, access to credit, social network and institution set up. In a broader level, the study recommended that government should get involved in three major areas of development at regional level in order to stimulate RNFEAS : 1) Investment in infrastructure such as roads, electricity, telecommunication, 2) Investment in education including vocational training and new technology and health, 3) Activation of micro and small credit. These are key areas for the development of non-farm income activities in rural areas. Local government, in particular, can also play an important role in promoting RNFEAs. Local government could play an effective role in labour training as a part of educational system, in public infrastructure works, in providing licenses and registration for the establishment of non-farm rural based enterprises. The result of the study further highlighted that the education levels are very important in determining the type of RNFEAs for individual, as well as their earnings. Education is more important for employment in the non-farm sector than in agriculture. Therefore efforts to improve education levels in rural areas are necessary to promote employment into higher income and non-farm occupation.


Kumbi (2006) in their study on “Poverty and their rural non-farm economy in Oromia, Ethiopia”, analysed the rural non-farm sector has gained increasingly importance not only in Asia but also in Africa. It is however, widely believed that in most parts of Africa, the growth of non-farm economy increased inequality and has had limited effects on the poor. Besides the study analyzed the relation between non-farm income, poverty and inequality in Oromia, Ethiopia. Two complementary methodologies – 1) Econometric estimates of household income from the non-farm sector and 2) A Gini decomposition of analysis income inequality by source. The results consistently indicated that in Oromia entry barriers to non-farm activities were low and the general growth of the sector benefitted the poor.


Matshe and Young (2004) in their research on “Off-farm labour allocation decisions in small scale rural households in Zimbabwe”, analysed the off-farm labour decision of small scale agricultural household members in the Shamva district of Zimbabwe using the double hurdle model. The approach permitted the joint modeling of the decision to participate in the labour market and the decision regarding the amount of time allocated to work. The results indicated that a number of variables (gender, education and assets) indeed have effects which were qualitatively and quantitatively different in terms of participation and hours worked. Overall, the empirical analysis confirmed the importance of individual characteristics (such as gender and education) and household / farm characteristics (e.g. land area accessible to the household, productive assets, remittances and the agricultural terms of trade). The approach was indicated by the data, with the single equation, Tobit model was rejected and some variables (e.g. assets and gender) having qualitatively and quantitatively different effects on the two labour decisions farm household characteristics (the number of adults in the household, the level of remittances, the area accessible to the household and its level of asset‑holding) were also significant factors in off-farm work time allocation. In the study area, off-farm works was stimulated at least in part by the inability of household to increase agricultural output and therefore agricultural income. 


Nagaiya (1999) analysed the trends in RNFS employment in terms of its components for all India and Andhra Pradesh for 1981 and 1991 based on the census data. Position of various states in RNFs employment in total rural main workers was also indicated along with the decennial change. Specific activities are grouped based on 1981 data as high share, high growth and emergent sub-sectors. The paper also reviewed disbursement of NABARD refinance for NFS for all India and Andhra Pradesh and presented the state‑wise picture for a five year period upto 1995-96. In the second part of the paper, directions and thrust of policy interventions for the future for RNF, are highlighted.


It was pointed out that RNF has considerable potential for self-employment and rural-urban integration. Andhra Pradesh ranks in the intermediate level of growth RNFs employment in the recent years. Considerable progress needs to be made to diversify and strengthen the RNFs in Andhra Pradesh and emergent sub sectors need to be focused upon as they offer high potential. Fostering private initiative a policy of market-led production, removal of procedural hurdles-full cost, full service credit, encouraging producers organizations, positive incentives for entry, faster development of infrastructural facilities and a shift towards higher technology and substantial improvement in productivity lands in rural enterprises of the informal sector or micro enterprise category in particular, need to be strengthened to develop non-farm employment.


Srinivasa Rao (2000) in his study on “Determinants of RNFE in India : A Regression Analysis” examined the quantitative relationship between rural non-farm employment on one hand and

(a) Net state domestic product per hectare in agriculture (NSDP ph) as a measure of agriculture development.

(b) Person day unemployment rate (PDUR)

(c) Literacy and

(d) Gini co-efficient of operational holdings as a measure of inequalities on the other by using multiple log linear regression technique.

The results showed that agricultural development was not positively related. This result is contrary to some of the earlier findings. Person day unemployment rate (PDUR) is positively and significantly related with RNFE. The same conclusion is noted in the earlier studies. Literacy though positive is not significant. Gini co-efficient is negatively related but not significant. 

Iyyampillai and Jayakumari (2000), in their study on “Non-Farm Employment in Tamil Nadu” examined the grass-root level analysis which shows that :

(i)
The extent of NFE in terms of man-days spent, households taking part in it and income earned from the NFE is roughly about 40 per cent, with slight variations among the villages with different characteristics.

(ii)
Variation in the levels of NFE is found to exist even among the wet villages, the dry villages, the caste groups and farm sizes.

(iii)
With all variations, the large land owners get better income earnings from NFE too, though some landless households have also managed to do so, and 

(iv)
The villages do need better transport facilities, which appears to be a very strong determinant for raising their levels of income by participating in the NFE.


Hence the government should aim at expanding the transportation network to all the rural areas if poverty has to be eradicated through occupational diversification. This would certainly help the urbanites too to get more labour and other natural resources at the relatively cheaper prices.



Rakesh Sharma et al. (2000), in their study “Pattern of Farm-Non-Farm Employment in Bundelkhand Region, Uttar Pradesh”, had the following objectives :


(1)
To study the socio-economic profile of rural labour households.


(2)
To find out the extent of income and employment of rural labour         
households in farm – non-farm sector.


As the study pertains to employment pattern of rural labour in Bundelkhand region of Uttar Pradesh. From the total number of districts of Bundelkhand region, one district, namely, Hamirpur was selected purposely because this district represent entire of the Bundelkhand region agro-climatically and considering having highest density of rural labour.


It is revealed that entry to females is generally restricted to females in the non-traditional sector. It is the female of those who possess some basic education who seem to be preferred in non-traditional, non-agricultural occupations. One need not possess any land and need not belong to any forward caste to gain entry into the non-agricultural sector. What seems important is education. Some basic education has to be important to those seeking employment in the non-agricultural sector. Dry land farms recorded the least cropping intensity (126 per cent) which is mainly because of non-availability of irrigation water. This necessitates the small farmers of dry lands to engage themselves in non-farm works.


Employment pattern of household members in the sample small farms showed that in all the environments, non-farm employment played considerable role while it was very much pronounced in drylands. Source of income in the small farms also showed the nearly 77 per cent of the total farm income wsa from the farm work. Livestock sources formed 15 – 20 per cent of total farm income. 

3.
OTHER RELATED STUDIES


Avinashilingam et al. (2007) in their study on “Personal characteristics of six major dairy tribes of Nilgiris district of Tamil Nadu”, analysed dairying as one of the most important and economically viable occupation for the tribal households. The present study was carried out in Nilgiris district of Tamil Nadu. A total sample of 306 tribal households for the six tribes namely Todas, Kotas, Kurumbas, Irulas, Panhiyas and Kattunaickas was studied. The personal profile of dairy tribal households was studied under three sub-heads viz., age, family size and educational status. The data of all the tribes revealed that majority of the respondents belonged to middle age group (35‑45 years) and medium family size (4-6 members). The study reflected that the majority of male population were in the category of secondary education followed by middle, higher secondary, illiterate, primary and college going whereas in the case of female respondents majority were in primary category followed by secondary, middle, illiterate and secondary. 


Reddy et al. (2003) in their study on “Constraints in dairy farming in Prakasam district of Andhra Pradesh”, analysed the milk production in the Prakasam district of Andhra Pradesh was not in accordance with their bovine population because of various problems. An attempt to study the problems perceived by 120 farmers (82 males and 38 females) in dairying were analysed. A comparative analysis of constraints perceived by the two genders was studied since nearly 11.9 lakh rural women population was involved in majority of the activities in dairying. The analysis of the problems perceived by various categories of farmers on the basis of land and animal holding and their social status were carried out and possible solutions were indicated. The small and marginal farmers owning less number of dairy animals faced more problems in terms of delayed payment and unfair price for their produce compared to bigger farmers owning larger number of animals. The latter category faced more problems in management aspects. It appeared that there was need to organize dairy co-operatives especially for procurement of milk, veterinary facilities and marketing of milk in Prakasam district of Karnataka. Establishment of marketing centers at relatively less distance and the intervention of co-operative societies in extending credit facilities to the women dairy farmers would further help in dairy development in the area. 


Biswarup et al. (2003) conducted a study on “Knowledge of clean milk production practices among dairy farmers of West Bengal” in Uttar Dinaijpur and Pirbhum districts of West Bengal to measure the knowledge level of the dairy farmers regarding clean milk production practices which is necessary to improve quality, standard, sanitation and phytosanitation aspects of milk production required for Indian dairy industry in WTO regime of trade liberalization. A knowledge test was developed to ascertain knowledge level of the respondents of the study area. The study revealed 30 per cent of the respondents had low level of the knowledge, whereas 17.5 per cent of them were in upper medium category. On the other hand 2.5 per cent of the dairy farmers had high level of knowledge regarding clean milk production practices. The study stressed on farmers’ knowledge in different aspects of clean milk producing practices and strategies to improve their knowledge. 


Krishnan (1999) conducted a study on “Dairying for rural development”. The study tried to examine the different aspects of dairy scheme implemented by a rural bank in Kerala. The development of dairy activity was central to the rural development of Indian economy. By understanding this point, regional rural banks in Kerala have been providing credit for the milch animals in the command area on a scale for the last so many years. So an attempt was made to examine the impact of the dairy scheme on its beneficiaries selected from a RRB branch in Kerala. The sample consists of 20 IRDP beneficiaries and 20 non-IRDP beneficiaries. Most of the analysis in the paper has been carried out on IRDP and non-IRDP basis. The research mainly focused its attention on the production and productivity of milch animals, impact of dairy scheme on employment and income generation and also the repayment behavior of dairy loan beneficiaries. 

III. METHODOLOGY


The methodology followed for the study on “NON-AGRICULTURAL INCOME AND RURAL HOUSEHOLD CHARACTERISTICS IN A SELECT AREA” is presented under the following heads :


1.
Selection of the topic


2.
Source of data


3.
Tools of analysis


4.
Analysis and interpretation of data

1.
SELECTION OF THE TOPIC


Employment in agriculture is the predominant form of economic activity in India. It provides employment to 58 per cent of the workforce and contributes around 18 per cent to the gross domestic product (Tuteja, 2007). The policy makers increasingly realized the limitation of agriculture sector as an employment and income provider to growing labour force. Therefore, non-farm sector as an alternative to boost employment and income in the country is attracting the attention of policy markers. The rural non-farm sector (RNFS) generates around 27 per cent of employment in India. The role of non-farm sector in rural economy in terms of creating employment opportunities has been recognized by a number of scholars (Vyas and Mathai, 1978 ; Vaidyanathan, 1986 ; Visaria and Vasant, 1994 ; Chadha, 1993 ; Basant, 1993 ; Dev, 1990 ; Unni Jeemol, 1991 and Papola, 1992). 


The development of non-farm sector plays an important role in the growth of rural sector. First, it generates employment and income. Second, it checks larger migration of rural people to towns and saves the economy form a number of unwanted problems such as slums, urban unemployment and various social problems. The literature on rural non-farm sector reveals that employment in non-farm sector has risen over past two decades and it has further potential to absorb the increasing labour force. In this context, the current study has been attempted to fill the knowledge gap by analyzing the scenario of employment in rural non-farm sector at the regional level.

2.
SOURCE OF DATA


The current study was based on primary data, collected from three villages which belong to block of Udumalpet. It was observed that in these villages, besides agricultural activities, majority of the workers are depending on non-farm activities such as dairy farming, poultry keeping and hiring of tractor for the specific loading and unloading of materials. The study covered totally 100 respondents – 75 males ; 25 females, who were drawn from all the three villages. The required data for the study on the household characteristics and determinants of non-farm employment and income, were collected through administering an interview schedule (Annexure – I).


Primary data are obtained by a study specifically designed to fulfill the data needs of the problem at hand. Such data are original in character and are generated in large number of surveys (Gupta, 2004).
3.
TOOLS OF ANALYSIS


To analyse the data, percentages, bar diagrams, pie-diagrams were used. To examine the various determinants of non-farm income, a multiple regression analysis was used. The estimated equation was of the form :

Y
=
b0 + b1 X1 + b2 X2 + b3 X3 + b4 X4 + b5 X5 + b6 X6 + b7 X7 + b8 X8
Y
-
Amount of income from non-farm source

X1
-
Days worked per month

X2
-
Size of landholdings (in acres)

X3
-
Distance from main road (in km)

X4
-
Number of adult males

X5
-
Size of the family

X6
-
Number of working adults

X7
-
Age

X8
-
Investment
4.
ANALYSIS AND INTERPRETATION OF DATA


The data were analysed, interpreted and presented in the next Chapter IV.
IV.  RESULTS AND DISCUSSION


The results of the study on “NON-AGRICULTURAL INCOME AND RURAL HOUSEHOLD CHARACTERISTICS IN SELECT AREA” are discussed under the following heads :


1.
Demographic Profile of the Sample Population


2.
Income and Employment Levels in Agricultural Sector


3.
Reasons for Taking up Non-Agricultural Activities


4.
Determinants of the Non-Agricultural Income – Results of                           

Multiple Regression Analysis

1.
DEMOGRAPHIC PROFILE OF THE SAMPLE POPULATION

In India, agriculture sector occupies a predominant place in employment structure employing about 70 per cent of the total workers. Still there is a considerable scope for raising employment in agriculture in some of the regions which have so far lagged behind in agriculture development. However due to introduction of labour saving technology, the employment prospects of people, particularly the landless agricultural workers have reduced in agriculture (Chauhan, 1994). 

In India, like other developing countries, labour absorption in agriculture and in urban and service sectors have not been enough to absorb the growing labour force. Consequently, problems of poverty and unemployment and under employment and out-migration have persisted in both rural and urban areas. Being a long-term strategy, the non-farm avenues of employment and earnings are inevitable for rural households. Generally speaking, non-agricultural activities can include al these activities which are undertaken outside the agriculture. The growth of non-farm sector has become an important field of research in the developing countries.

Table – VIII presents details on the sample population surveyed from different villages.

TABLE – VIII

DISTRIBUTION OF SAMLE POPULATION BY THE VILLAGES COVERED

	Village
	Number of respondents

	
	Male
	Percentage
	Female
	Percentage

	Sellappampalayam

Devanurpudur

Punganuthur

Karatur
	16

19

20

20
	21.30

25.33

26.66

26.66
	9

6

5

5
	36

24

20

20

	Total
	75
	100
	25
	100



India is a country of more than a billion people (1027 million) as per 2001 census. A major portion of the population is mainly dependent on agriculture while the total labour force is estimated to be around 340 million in which rural sector accounted for about 270 million. In the sample studied, there were 75 male respondents and 25 female respondents who were represented in four villages as indicated in the table. These villages are located close by to each other and respondents were seen to have occupied themselves in the off-season in non-agricultural activities and also for their additional employment and income security.

a.
Age Structure


Age structure assumes importance in a study of workers because age has really a bearing on men and women and their decision to work. The data relating to age structure of the respondents under study are presented in Table – IX and Figure – 1. 

TABLE – IX

AGE WISE DISTRIBUTION OF THE RESPONDENTS

	Age in years
	Number of respondents
	Total
	Per cent

	
	Male
	Per cent
	Female
	Per cent
	
	

	Up to 19

20 – 29

30 – 39

40 – 49

50 – 59

60 and above
	10

11

28

17

6

3
	13.33

14.67

37.33

22.67

8.00

4.00
	4

8

11

2

-
	16

32

44

8

-

-
	14

19

39

19

6

3
	14

19

39

19

6

3

	Total
	75
	100.00
	25
	100
	100
	100



It is evident from the table that out of 100 sample workers surveyed, majority were in the age group of 30 – 39 years. Among males 80 per cent were found working as agricultural workers as the study area belong to one of the agriculturally forward block of Coimbatore district viz., Udumalpet block. For these men and women, though agriculture is the main source of income 
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FIGURE  1

AGE WISE DISTRIBUTION OF THE RESPONDENTS
and employment, due to non-availability of adequate credit facilities to effect any improvement on their land holdings and heavy burden of debt, they undertake resort to non-agricultural activity to earn their livelihood. 

b.
Religion


Caste and religion are perhaps the most important and the oldest institutions of Indian society. Inspite of socio‑economic achievement and position of power, people continue to identify them with their caste and religious denominations. 


The distribution of respondents by their religious groups are shown in Table – X.

TABLE – X

DISTRIBUTION OF RESPONDENTS BY THEIR RELIGION

	Religion
	Number of respondents
	Total
	Per cent

	
	Male
	Per cent
	Female
	Per cent
	
	

	Hindu

Christian

Muslims
	55

12

8
	73.33

16.00

10.60
	23

2

-
	92

8

-
	78

14

8
	78

14

8

	Total
	75
	100.00
	25
	100
	100
	100




It can be observed from the table that an overwhelming majority of the sample respondents were Hindus. Such a pattern among the respondents is quite natural in view of the fact that the Hindus form a significant part of the majority of the Indian population. 

c.
Marital Status


The data relating to marital status of the sample respondents are presented in Table – XI.

TABLE – XI

MARITAL STATUS OF THE RESPONDENTS

	Marital status
	Number of respondents
	Total
	Per cent

	
	Male
	Per cent
	Female
	Per cent
	
	

	Married

Unmarried

Widowed / separated


	52

13

10
	69.33

17.33

13.33
	22

-

3
	88

12

-
	74

13

13
	74

13

13

	Total
	75
	100
	25
	100
	100
	100



Among the respondents surveyed only 13 per cent were unmarried. Since majority were (74 per cent) married, in order to maintain their families on a comfortable basis, the respondents reported that they decided to take up non-agricultural activities in their places itself during the off-season and also on days of unemployment. The remaining 13 per cent of respondents who reported that they are widowed / separated wanted to occupy themselves for earning a livelihood.

d.
Educational Background


Education and literacy might help in growth of rural non-farm activities since  it  improves  the  skill  of  a  person  which  is required to start a modern 
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FIGURE  2
MARITAL STATUS OF THE RESPONDENTS

non‑farm activity with new technology or high labour productivity activities. Moreover, any education, at least beyond primary level may discourage a person to work as agricultural worker or owner-operator cultivator, since agriculture is regarded as monotonous and less productive. Educational attainment and literacy would help in skill formation which in turn expands the growth of rural non-farm sector. Moreover, educated and literate men have more access to information and avoidable facilities including inputs and assistance from public institutional systems which help to start and expand rural non-farm activity. Since education has strong impact on an individuals’ earnings, the next effect of the expansion of schooling has been a reduction in the dispersion of earnings and hence a more even distribution of income.


The details on the educational attainment of the sample population is given in Table – XII. 

TABLE – XII

EDUCATIONAL LEVELS OF SAMPLE POPULATION

	Educational level
	Number of respondents
	Total
	Per cent

	
	Male
	Per cent
	Female
	Per cent
	
	

	Illiterate

Primary education

Secondary education

Higher secondary education

Professional education
	13

42

20

-

-
	17.33

56.00

26.66

-

-
	3

22

-

-

-
	12

88

-

-

-
	16

64

20

-

-
	16

64

20

-

-

	Total
	75
	100
	25
	100
	100
	100
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FIGURE  3
EDUCATIONAL LEVEL OF SAMPLE POPULATION
Thus education (primary and secondary) not only helps directly in the growth of rural non-farm activity by diverting workers from farm to non-farm sector and helping in skill formation but also helps directly through consumption expenditure linkage. Sixty four per cent have primary education and 20 per cent obtained education upto secondary education. 

2.
INCOME AND EMPLOYMENT LEVELS IN AGRICULTURAL SECTOR

Land is the fundamental means of production in an agrarian society. An understanding of the pattern of ownership and operational holdings of land is therefore of crucial importance. According to estimates of 59th round of the land and livestock surveys, only about 10 per cent of households did not own any land (Sharma, 2007).


The details on the landholding status of the sample workers are given in Table – XIII.

TABLE – XIII

LANDHOLDING STATUS OF THE SAMPLE WORKERS

	Size of land holding
	Number of respondents
	Total
	Per cent

	
	Male
	Per cent
	Female
	Per cent
	
	

	Below 2 acres

2 – 5 acres

5 acres and above

No land
	21

22

-

32
	28.00

29.33

-

42.66
	5

-

-

20
	20

-

80

-
	26

22

-

52
	26

22

-

52

	Total
	75
	100
	25
	100
	100
	100
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FIGURE  4
LANDHOLDING STATUS OF THE SAMPLE WORKERS

A little over 50 per cent of the workers, had no land on their own to depend upon for their income and employment and they were seen working as agricultural workers on other farm holdings. 


Majority of the sample workers had land area which was below two acres and these land holdings did not have adequate irrigational facility and the land owners had heavy financial burden which obstructed them from taking up any latest methods of cultivation or effect any improvement in the existing land area. There also exists a clear cut difference among the workers, not only in the occupational pattern but also in the levels and patterns of rural non-farm activity. The new job opportunities are not independent of the skill, exposure, contact, etc. Hence it was not a surprise that they were relatively better off in the non-agricultural activity. 


It was reported by the sample respondents that the main occupation for them before they got themselves involved in non-farm activity was agriculture. A few respondents expressed that they had their own cultivation as their prime activity.


The details on the type of activity and the amount of income earned from the various activities are reported in Table – XIV.

TABLE – XIV

INCOME AND EMPLOYMENT OF THE SAMPLE RESPONDENTS

	Activity 
	Number of respondents
	Total
	Per cent

	
	Male
	Per cent
	Female
	Per cent
	
	

	Own cultivation

Agricultural labours

Casual labour in agriculture


	4

38

33
	5.33

50.66

44.00
	4

21

-
	16.00

81.00

-
	8

59

33
	8

59

33

	Total
	75
	100
	25
	100
	100
	100



The wages they received were in the range of Rs.60 – 75 per day for female and Rs.100 – 150 for male workers. To earn these minimum earnings, they had to work for long hours and the employment availability was not continuous. These average earnings made them to borrow money from friends and other non-formal institutions to maintain their families and also to meet their social obligation. 


Security of employment should ensure security of income. Employment secured by a worker in the market need not guarantee security of sufficient income because of low rates of wages, inconsistent level of employment. The income earned by the respondents are given in Table – XV.
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FIGURE  5
INCOME AND EMPLOYMENT OF THE SAMPLE RESPONDENTS
TABLE – XV

INCOME EARNED BY THE RESPONDENTS FROM AGRICULTURE

	Amount (in Rs.)
	Number of respondents
	Total
	Per cent

	
	Male
	Per cent
	Female
	Per cent
	
	

	Around 2000

2000 – 3000

3000 – 4000

4000 and above
	18

10

26

21
	24.00

13.33

34.66

28.00
	8

12

5

-
	32

48

20

-
	26

22

31

21
	26

22

31

21

	Total
	75
	100
	25
	100
	100
	100



The information given in the above table, indicate that nearly 50 per cent of both men and women earned income in the range of Rs.2000 – 4000 per month. These workers preferred to receive wages every day or weekly as they required income to maintain their daily living expenses. Studies also reported such a trend in payment of wages (Ambalavanan and Madeswaran, 2001) due to informal nature of relationship with the employer or owner cultivator. 


The distribution of respondents by their access to different sources of credit is given in Table – XVI.
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FIGURE  6
INCOME EARNED BY THE RESPONDENTS FROM AGRICULTURE
TABLE – XVI

ACCESS OF RESPONDENTS TO DIFFERENT SOURCES OF CREDIT

	Source of credit
	Number of respondents
	Total
	Per cent

	
	Male
	Per cent
	Female
	Per cent
	
	

	Access to credit institutions

Access to informal credit

Access to both formal and informal credit


	5

58

12
	6.66

77.33

16.00
	3

22

-
	12

88

-
	8

80

12
	8

80

12

	Total
	75
	100
	25
	100
	100
	100



The utilization of loans for regular consumption and contingent consumption and purchase of material consumption ere only minimum. The main reason for taking loans were human capital investment loans which included money borrowed for education, marriage, medical treatment etc. As the respondents completely depended on informal lenders, the dependence was more on friends, chit funds, relatives and these sources of credit was not very attractive as they charged substantially high rate of interests. 

3.
REASONS FOR TAKING UP NON-AGRICULTURAL ACTIVITIES


Vaidyanathan (1986) used the term ‘residual sector’ and referred it to non-agricultural activity to describe the situation where rural workers who cannot get adequate work in agricultural spill over into rural non-agricultural activities. It was remarked that if the labour absorption capacity of agriculture and  of  urban  areas  is  limited, the pressure of excess labour supply in rural 
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FIGURE  7
ACCESS OF RESPONDENTS TO DIFFERENT SOURCES OF CREDIT
areas will fall more heavily on rural non-agricultural sector”. Vaidhyanathan (1996) further concluded in his study that there is a strong positive association between unemployment rate and non-agricultural employment in rural India is interpreted, to mean that ‘Non-agricultural activities in rural areas may be acting to some extent as a residual sector absorbing labour which cannot find work in agriculture’. It is argued further that in the case of distress and diversification, the level of rural non-agricultural wage rate relative to the agricultural wage rate should be lower. Because the workers who do not have adequate work in the agricultural activities have no option but to work in non-agricultural activities at whatever wages that are offered. He further highlighted that non-agricultural wage rate is in general higher than agricultural wage. 


According to Dreze and Sen (1989) it is possible to distinguish between two contrasting approaches to poverty alleviation. One approach is to promote economic growth which is called as ‘growth-mediated strategy’. The alternative approach called ‘support-led security’ consists of resorting to divert public support in fields such as employment provision, income redistribution health care education and social assistance. 


The nature and pattern of rural non-farm employment across the districts varied widely due to influence of various factors. The available literature explains this phenomenon in terms of pull and push factors (Mellor, 1976 ; Vaidyanathan, 1986 ; Unni Jeemol, 1991 ; Papola, 1992 ; Kumar, 1993 ; Singh, 1993 ; Visaria and Basant, 1994 ; Lanjouw and Lanjouw, 1995 ; Hazell and Haggablade, 1991 ; Lanjouw and Shariff, 2002 and Kundu et al., 2003). Some scholars opine that technology led growth in agriculture pushes development of non-farm sector through production, consumption and labour market linkages. As regards production, a growing agricultural sector needs inputs like fertilizer, seeds, pumps, sprayers, equipment and repair services in the form of non-farm enterprises. In addition, increased agricultural production stimulates forward production linkages by providing raw material to future value adding activities like milling, processing and distribution in the form of non-farm activities. Consumption linkages arise as a result of increased farm income and increased demand for basic consumer goods.


The second set of scholars explains growth of rural non-farm sector as a result of distress. Scholars in this category did not find positive association between per capita value of agricultural output and percentage of total workers in the non-farm sector. Instead, they found positive relationship between unemployment rate and growth of rural non-farm sector. They argued that rural workers opted for non-farm activities due to limited employment capacity of agriculture in desperation and distress.


The role of literacy in boosting development of rural non-farm sector (RNFS) was emphasized by Fisher (1997). He showed that states with higher literacy rates are also the states with higher percentage of employment in non-farm sector. The level and causes of RNFS development vary from state to state and from region to region. In reality, non-farm employment expands due to push and pull factors (Mahender Dev, 1990). It was observed that services and manufacturing are the major sectors employing a chunk of workforce absorbed in non-farm sector. But construction, transport, trade and communication also contribute significantly. Importantly, Census and NSS data suggest a process of sectoral diversification in rural areas, since there has been an increase in the non-farm sector’s share in employment between 1983-2000.


A paper by Lanjouw and Shariff (2002) attempts to assess the contribution of the non-farm sector across population groups in terms of per capita income. The correlates of employment in RNFS and the direct impact of a growing non-farm sector on agricultural wage rates in rural India are also examined. The analysis showed that non-farm income accounted for a significant proportion of household income in rural India with considerable variations across major income groups and states. Education, wealth, caste, village level agricultural condition, population densities and other regional factors influence growth of rural non-farm sector (RNFS).


A recent study on non-farm employment by Kundu et al. (2003) showed that the rate of growth of non-farm employment in rural area was below that of urban areas and the gap has widened during 1993-00. Furthermore, growth rate declined significantly in the late 1990s compared to the previous period. The slowing down of the process of sectoral diversification adversely affected the more vulnerable sections of the population such as women and the rural population must more than others. The relationship between the incidence of rural non-farm employment with levels and nature of employment, unemployment and poverty at state level suggests that a high share of RNFS does not necessarily imply healthy economic development. The former is associated positively neither with per capita income nor with the percentage of non-poor population. 


Table – XVII presents information on different non-farm activities in which the sample workers are involved.

TABLE – XVII 

DISTRIBUTION OF THE RESPONDENTS BY THEIR NON-FARM ACTIVITY

	Villages
	Dairy farm
	Poultry farm
	Hiring tractor

	
	Male
	Female
	Male
	Female
	Male
	Female

	Sellappampalayam

Devanurpudur

Punganuthur

Kavatur
	7

9

16

9
	3

5

1

4
	3

6

2

6
	3

-

4

1
	6

4

6

5
	3

1

-

-

	Total
	37
	13
	17
	8
	21
	4



The study which consisted of four villages has mainly dairy farming, poultry farming and hiring tractor as their main non-farm activities. In dairy farming 37 males and 13 females were found engaged. In hiring tractor and doing loading and unloading work was mainly done by 21 males and only four females did engage themselves in such activity.
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FIGURE  8
DISTRIBUTION OF THE RESPONDENTS BY THEIR NON-FARM ACTIVITY

The various reasons mentioned by the respondents for taking up non-farm employment are shown in Table – XVIII.

TABLE – XVIII

REASONS FOR TAKING UP NON-FARM EMPLOYMENT

	Reasons
	Number of respondents

	
	Male
	Female

	Low income

Poverty

Heavy debt 

Lack of irrigation facility

No access to formal credit

Irregular employment
	23

12

7

16

14

32
	12

16

4

7

11

13


Figures relate to multiple response.


Low income and irregular employment were reported as the main reasons for taking up non-farm employment. Besides poverty and lack of irrigation facilities were yet another reasons for motivating the respondents to enter into non-farm avenues of employment and income.


The amount of income earned by the sample respondents out of their non-farm activities are reported in Table – XIX.
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FIGURE  9
REASONS FOR TAKING UP NON-FARM EMPLOYMENT
TABLE – XIX

AMOUNT OF INCOME EARNED FROM NON-FARM ACTIVITIES

	Income range (in Rupees)
	Number of respondents
	Total
	Per cent

	
	Male
	Per cent
	Female
	Per cent
	
	

	Below 3,000

3,000 – 5,000

5,000 – 8,000

8,000 – 10,000

10,000 and above
	2

21

42

-

-
	3.076

32.30

64.61

-

-
	3

12

20

-

-
	8.57

34.28

57.14

-

-
	5

33

62

-

-
	5

33

62

-

-

	Total
	65
	100
	35
	100
	100
	100



The sample respondents remarked that they could earn income in the range of Rs.5,000 – 8,000 per month from their non-farm activity. The maximum amount was earned from dairy farming, followed by poultry keeping. The amount of investment made and the time spent on maintaining these forms of activities helped them to earn adequate amount of income. In these activities, family labour was mostly used in their leisure time (non-market time) which had helped them to earn supportive earnings through these activities. 

4.
DETERMINANTS OF THE NON-AGRICULTURAL INCOME – RESULTS OF MULTIPLE REGRESSION ANALYSIS


A multiple regression analysis was carried  out to find out the impact of the various factors on the amount of income earned through non-farm sources. The estimated co-efficients are reported in Table – XX. 

TABLE – XX

ESTIMATED CO-EFFICIENTS OF MULTIPLE REGRESSION ANALYSIS

	Variable
	B co-efficient
	‘t’ value

	Constant

Days worked per month (X1)

Size of landholdings (in acres) (X2)

Distance from main road (in km) (X3)

Number of adult males (X4)

Size of the family (X5)

Number of working adults (X6)

Age (X7)

Investment (X8)
	0.330

0.000645

0.00670

0.0023

0.0054

0.02201

0.00211

0.00865

0.391
	0.688

1.297

0.761

1.557*

0.202

-0.613

0.985

-0.108

9.396*

	R2  =  0.61
	
	



The amount non-agricultural income of the household depends on whether the household is located near to the main road or not. If the household is near to the main road, it is more likely to earn more non-agricultural income. On the other hand, the age of the head of the household and the number of adults present in the family also have an impact on the share of non-agricultural income. The size of the family and the number of working adults and number of days of employment in a non-agricultural activity are also expected to determine the amount of income earned from the source of non-agricultural activity.


The R2 value in the model (0.61) indicates that 61 per cent variations in the amount of income earned from non-agricultural sources are explained by the variations in the variables included in the model. The distance covered from main road and investment made on starting new enterprise emerged to be the significant factors in determining the amount of income. The variables such as size of the family and age of the respondent turned out to be the factors exerting negative relationship on the amount of income earned through non-farm sources. The most important factor which emerged as the significant and crucial factor in deciding about the amount of earnings through non-agricultural sources was investment made on starting a non-agricultural activity. In the study area, it was observed that dairy-farming has given an attracted amount of income to the respondents who were involved in it, as these workers had made effective use of their time, resources and also due to optimum use of family labour. 

V.  SUMMARY AND CONCLUSION


In the  process of economic development, agriculture and the modern formal industrial sector are not able to absorb the growing labour force in the developing countries. Since the agricultural sector in the rural areas is oversaturated, the growth of rural non-farm sector is seen as a promising sector for creation of sustainable employment and as the solution to the problem of poverty in rural areas. Until recently, the commonly held view was that the RNFS was a non-productive sector which is expected to wither away with development. However there is growth of RNFS is most of the developing countries including India. Recently much interest has been created in the nature, characteristics, structure, operational problems, policies and factors affecting the growth of the RNFS. At present, it is argued that in a situation of rural work force growing faster than the employment potential of agricultural, the RNFS has positive role to play in promoting growth and welfare. So it is argued that the RNFS

(i)
Can lower unemployment by absorbing growing labour force ;

(ii)
Reduce rural-urban migration and thereby contribute in easing urban congestion and lowering pressures on scarce urban infrastructure facilities.


The current study was undertaken in four villages of Udumalpet block covering 75 male and 25 female respondents. The objectives of the study were :

1.
To examine the demographic and economic background of the sample workers.

2.
To assess the income and employment in agricultural sector.

3.
To study the reasons for taking up non-farm activities.

4.
To analyse the determinants of income from non-farm activities. 

The main findings of the study were :

1.
DEMOGRAPHIC PROFILE OF THE SAMPLE POPULATION

· Majority of the sample workers surveyed were in the age group of 30 – 39 years.

· There were 75 male and 25 female respondents.

· Seventy eight per cent of the respondents were from Hindu religion.

· Only 13 per cent of them were unmarried.

· Twenty male respondents were seen educated upto secondary level.

· 88 per cent of females have acquired education upto primary level.

· Fifty per cent of the respondents did not have any land on their own.

2.
INCOME AND EMPLOYMENT FROM AGRICULTURE

· Nearly sixty per cent of the sample respondents have found working as agricultural labours.

· The wages ranged between Rs.100-150 for male workers.

· One-third of the workers found employment as casual workers. 

· The amount of income earned ranged between Rs.2000 – 3000 per month.

· Access to informal credit was found widely prevalent among the sample workers.

· The loans secured were used mainly towards human capital investment.

3.
REASONS FOR TAKING UP NON-AGRICULTURAL ACTIVITIES

· Inadequate income, lack of continuous employment, low wages, poverty, poor working condition, lack of irrigation and credit facilities were reported to be the reasons for taking up non-farm activities.

· Dairy farming, poultry farming and hiring tractor for various activities were the major sources of non-farm income and employment.

4.
DETERMINANTS OF NON-FARM INCOME

· The amount of investment made was found to be the crucial factor in determining the amount of income in non-farm activity.

· The multiple regression analysis showed 61 per cent of the variations in non-farm income was explained by the factors included in the model. 

CONCLUSION


Non-farm employment plays a very important role in the overall economic welfare of the farmers in general and of small farmers in particular. So the economic viability of small farms and their linkages with the environment should be strengthened and sufficient credit facilities should be provided to small and marginal farmers to start their agro-industries either in their farm premises or within the villages to make use of the farm and non-farm products effectively and to provide employment throughout the year.
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APPENDIX – I

INTERVIEW SCHEDULE

I.
BACKGROUND INFORMATION


1.
Name


:


2.
Address

:


3.
Age


:


4.
Marital status

:


5.
Community

:


6.
Family size

:




0 – 3 [ ]
3 – 5  [ ]
5 – 7 [  ]


7.
Number of adults in the family ?


8.
Number of males in the family ?


9.
Number of females in the family ?


10.
Number of working members in the family ?


11.
Number of dependents
:




Children

:




Elderly people
:


12.
Educational qualification




Primary [  ]


Secondary  [  ]




Higher secondary  [  ]
College education  [  ]




Others  [  ]

II.
INFORMATION ON AGRICULTURAL ACTIVITIES


1.
Do you have own agricultural land?




Yes [  ]
No  [  ]



If yes, how many acres ?




0 – 2 acres  [  ]

2 -5 acres  [  ]




5 – 10 acres  [  ]

10 and above  [  ]


2.
Is it family property ?




Yes  [  ]
No   [  ]



If acquired on your own, when did you get it ?




Before 5 years  [  ]

Before 10 years  [  ]




Before 2 years  [  ]


3.
Area of land that has irrigation facility ?




Yes  [  ]
No  [  ]



If yes, Type of irrigation ?




Total area owned  [  ]




Total area irrigated   [  ]




Total area unirrigated   [  ]


4.
How do you manage unirrigated land ?


5.
What are the crops that you raise on your landholdings with            

irrigation ?


6.
What are the crops that you raise on your landholdings without            

irrigation ?


7.
How do you market your produce ?




1.




2.




3.




4.


8.
What is the cost of cultivation crop ?




1.
Tilling



[  ]




2.
Sowing


[  ]




3.
Fertilizers and manure
[  ]




4.
Others


[  ]


9.
What amount of produce you use for domestic consumption ?


10.
State the amount of income you raise on your land holdings ?


11. 
How many days of employment you have ?


12.
What do you do in off-season ?

III.
DETAILS ON NON-FARM ACTIVITY


1.
Do you have any non-agricultural activity ?




Yes  [  ]

No  [  ]



If yes, Type of activity.


2.
How many days you work per month ?


3.
What is the income you get from these activities ?




Male income

[  ]




Female income
[  ]




Total income

[  ]


4.
What is the distance from the main road ? 


5.
Are you able to save because of new activity ?


6.
Do you hire any labours if you have self employment ?


7.
What is the cost incurred in maintaining a business ?




Labour cost

[  ]




Material cost

[  ]




Other cost

[  ]


8.
Where do you market your products ?


9.
Any sales promotion activity you have ?


10.
Cost incurred on sales promotion or advertisement ?


11.
Profit earned from self-employment ?
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