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INTRODUCTION

Economic growth has long’been associated with certain
distinct and  necessary and predictable changes in
occupational structure. A high average level of real income
pef head is always assbeiatéd with a high proportion of <the
working population engaged in secoundary and tertiary
activities and low real income per head 1s aiways associated
with a high proportion of the working population engaged in

Primary production. As growth process proceeds there

i8 transfer of working population away from agriculture 1o

other sectors. India provided one exception to this general
rule with 1ts remarkable stability in occupational structure
until 196@s even though massi?e development efforts had been
made especially after independence. It is not that Indian
economy has not been growing. There has been steady rise in
GDP aﬁd per capita income and this growth process has
reflected itself in changing contribution of various
components to GDP with steady decline in the contribution of
primary sector from 58.3% of GDP in 195?—51 to just 34% in
1937-38 while the share of secondary sector aad tertiary
sector grew from 15.1.% to  26.3% and 26.6% to 39.7%
respectively over the same period 1958-51 to 1981-38 (table
13, But th£s change in relative impoq}@p?e‘of contribution
of various components to the GDP is not reflected in
occupational structure.  This misalignment between production
and occupational structures constitutes, according to

V.K.R.Y. Rao (1588) both the problem and paradox of Indian

S
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economic development ah&”hés led to the eohtroversy ébout the
linkage vetween growth and employment.

I the last two decades , however , & certain shift away
from agricalture in occupational structure has been witnessed
in most parts of India. This result, supported by both
census and NS5 data (Tablé I7, I1II} runs counter +to the
earlier pre-independence belief which asserted the
changélessness o¢f the structure of employment 1in the past
and the wunlikelihood of & change_in the near future.. In the
figst half of this century, there was 1o change in the
proportion of the work-force engaged in primary sector.  The
proportion of the work-force engaged in primary sector was
71.7% in 1981 which remainéd virtuwally same &t 72.1% in 1851,
{Table 1II17. Between 1951 and 1971 &again no change in
occupational structure was witnessed, the proportiocn of work-
force engaged in primary sector remaining at around 72%. But
between 1971 and 1981 & small decline in the proportion of
work-force engaged in primary sector from 72.1% in 1971 to

63.8% in 1981 was witnessed. This declining trend 1is also
9,

confirmed 'y N.5.5. data on the percentage ot non-
agricultural workers in rurail work-force. The percent&ge of
non-agricultural work-force rose from 16.7% im 1877-78 (32nd
round) to 18.8% in 1883 (38th round) to 26.5% in 1937-88
{43rd round).

This shift in occupational structure has raised &

serious debate about whether declining share of égriculture'

in employvment reflects maturing of positive growth forces
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in the economy of whether it is a result of demografhic
pressure coupled with adverse trends in agrarvian sector with
growing inability of agriculture ta fﬁrther abso:b expanding
labour force.

The association between economic development and change
in occupational structure in favour of non-agricultural
sector involves (i) rapidly rising labour productivity in
agriculture which allows more surplus to be produced within
agricultural sgctor to feed expanding non-agricultural
population and, leads to release of itabour-force from
agricultural sector in order to meet laboar-reguirements of
non—agriculturai sector and (;i) rapidly expanding non-
agricultural sector. A 'symbiotic relatioaship betweern
agricultural and non-agricultural sectors develops with
agricultural sector furnishing surplus to be imvested in non-
agricultural sector, releasing of labour from agricultural
gsector which loosens labour-supply constraiat oo non-
agricultural sector, and higher labour productivity in
agriculture leading .to higher agricultural income and
following Engel’s law grester proportion of agfieultural
income being spent on non—aéricultural commodities.,

On the other hand, expansion in non-agricultural
employment maybe due to purely distress factors, excess of
labour force unavle to find work in agriculture moving
towards non-agricultural sector for work. In other words
non-agricultural sector acts like a residual sector where
excess of lébouriforce looks for and occasionally finds

employment. This trend, if it is true, runs counter to the
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earlier held view  where agricultural sector 1is residual
sector - where part of labvour-force unable to find work in
'non—agricultural sector turns to agricultural sector for
emplbymeﬂt, ong of the manifestations of this phenowenon
being massive disguised unemployvment in agricultare. This
ianter-change of status between agricultural and non-
agficultural gector, with non-agricultural secior becoming
the residual sector raises two guestions. Firsly, wnat are
the factors or structural changes within agricultural sector
which have  occured leading to change of status of
agricultural sector. Secondly, where is the non—agriéultural
sector absorbing the excess labour whnen it is expanding none
too rapidly.

f

The present study focusgses on trends in occupational

structure of rural work-force or more precisely on the rural
o

non—-farm activities, and thereby hopes to throw light on the
- . e satingnd . T i ettt e . -
question of whether the recent trend in diversification of
- . A -~ - e r—— o~ . M——‘»M

o ————
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employment 15 related to economic growth or to distress

-

factors..
s

—

The rural aon-farwm activities have emerged a8 a major
gource of enployment to rural work-force in third world
countries providing emplovment to 20% to 38% of rural labour-
force (World Bank 1873). With economic growth the growth in
nou~-farm employment shifts from rural to urban areas. But,
in the early stages of development rural areas and towns
provide more nou-farm employment than do urban areas. The

importance of non-farm activities in providing employment and
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poverty ¥alleviation‘is further boosted by the fact that it
provides employment tq many small and landless farmers
during the slack season. Construction and irrigation works
are common examples, maintenance and repair jobs which can be
postponed until the slack season are also important as are a
number of processing, servicing and commercial activities

that expand after the harvest.

The non-farm activities are closely linked - with
\/ — - - - e e I |

agriculture. They allow peasants access to important
N ) e T e I e SRS

inpats like H, Y, V, seeds, fertilisers, agricultural
v e e - - o e P
implements etc. which are critical for maintaining and
Ry e B - o, e ‘ G- —
enhancing agricultural productivity. At the same time
B e S

——————

trgnsport and communication Sérvices limnk urban consumption
centres with surrouanding agriculiural areas znd allow farmers
to mérket increasingly vlarger share of +their produce.
Further by providing non-agricultural goods to ruralb'people
it enlarges their consumption basket and thus increases their
welfare.

Finally, by providing employment +to rural labour force
within the rural area itself it can play an important role in
containing large-scale rural - urban migratioﬁs and thus
contribute towards easing urban congestion and reduce the
pressure on scarce arban iuafraztructural facilitlies.

Giveh its importance it is quite important to analyse
the factors which facilitate or retard the growth of rural
non-farm activities and account for its regional variations.
Three typeé of hypothesis have been put forward regarding the

growth of rural non-agricultural activities which also have
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a bearing upon the regional variation in the levels of such
aetivities., The first hypothesis, known as ianferior-good
hypothesis (Hymer & Resnick 1869) Visualisesva shrinkage 'of
the rural non-farm sector as the aconomy Erows because it
produces inferior goods and sefvices whose denmand is likely
to fail with the rise in rural lncome. The second hypothesis:
which 1s based on demand and supply interlinkages between
raral férmband nonn~-farm sectors visuwalises expanding non-farm
.sector as agriculture prospers. The third type of hypothesis
is known as the“residual sector nypothesis’ and 1t treats
non-farm activities as residual which act like a sink and
which are joined by that part of the rural labour.force that
is unable to find employment in agriculture.

The present study looks at the factors which account
for the level &as well as the change in rural aon-farm
employment and tries to unravel factors behind inter-state
variations in the level of rural non-farm employment. In
this process, it critically examines the various nypotheses
put forward in the 1ight of the most recent data available ou
rural enployment/unemployment (NS5 43rd round 1837-83).. It
£inds that these hypotheses can be tested properly only in &
dual sector.framework in which rural non-agricultural sector
is sub-divided intortraditional and noan-traditional sub-
sector. Finally, the residual sector hypothesis as
formulated.needs major modifications to make it more testable

.

under Indian conditions.



Definition

.It is very difficult to give a precise definition of
rural mnon-farm activities as these activities lie on or
betﬁeen the boundaries of the usual raral - urban and
agricultural non-agricultural activities (World Bank 1978}.
We can define rural ndn—agficultaral activities as »all
economic activities other than crop-production and allied
agricultural activities such as animal husbandary,
plantation, fishing, forestry etc. undertaken in rural aréas.
Regarding rurai and urban areas we follow the Cergus
definition wnichh is based on the size of population of a
location, occupational attributes of the population and the
nature of the administrative set?up. Here rural areés
include all areas outside urban areas.

The rural  non-agricultural activities gre quite
amorphous ranging from traditional low technology activities
to non-traditional high techmology activities. Some are highly
gkill intensive while some reguire no skill. A part of wnon-
agricultural activities 1like agro—praoessing activities,

ell

wn
fate

ng of fertilisers, maintenance - of zgricultural
implements etc., directly stem from agriculture. A part of
non-agricultural activities originate from outside, 1like
government 5ervices. Yet another part of the non -
agricultural activities like carpentry, weaving etc. is
tréditional and continues even today. Also the non-
agricultural activities in which raral households engage are

likely to be guite different at the two ends'of the income -~



distribution spectrum. For the low income rural households,
wages from working on construction work, brick-kilmn-etc. and
personal services are the predominant source. For the high
income rural households, maﬁufacturing or other business
activities and salaried income tend to wredominate. These
better activities have higher entry barriers and yield
higher returns than agriculture or other non-agricultural

activities.
Difficulties of Estimation

Rural households in developing countries are seldom 8O
specialized that the work of all household members at all
times )of vear falls in a single economic sector. Also,
e¢gtimates of the labour force by economic activities
generally provide a classification of workers at & poiat in
timg according to‘their prinoipal sector of employment or
occupation. Such estimates, therefore, are likely to
underestimate the extent of non-farm activities - commonly a
secondary source of income on part-time or seasonal basis -
in rural areas. It is also likely that the respondents may
imprecisely report themselves as caltivators even though
cultivation may not constitute & major source of their

livelihood aor occupy a major part of theilr working time.
Source of Data

We have used NSS data on rural wmale non-agricultural
force to study the factors which affect non-agricultural

es in rural areas. To study the level +to level

te

vit

h“

act



retationship the latest data on employment /unemployment

available has been used (N335 43rd round 1987-883) and for

dynamic changes (NS5 32nd round 1877-78, N5SS 38th round 1883

¢

aad N8BS 43rd round 1887-88) have been used. A3 rural male
work-force is the dominant part of tne rural work-force, . the
rgsulté obtained, it is presumed hold good for the edtire
rural labour-force.

NSS data have been used because they have been found to
be more reliable and ' comparable {Krishnamurthy 1984,
Vaidyanathan 1988). NS5 data give three different types of
estimates which differ in absolute terms, but the relative
position of different states and regions is subatantiallyr the
same by  ait measures. But, the latest published data are
avallable only upto the state level thereby precluding
analysis of variation at a more disaggregated level.

The study has been divided into four sectiouns. The

4]

gction I outlines the gquantitative dimension of rural non-
agricultural employment in different states and changes in
them over the eleven year periocd (1977-Y8 1o 1887-383}.
Section 11 critically examlines the studies undertaken s0 far
in expiroring inter-regiomal variations iun rural non-
agricultural employment and suggests some modifications in
the hypotheses used. in Bection III, the residual sector
hypothesis 153 reformulated and in the light of the latest
data = ‘interlinkage hypothesis’ and ‘residual sector
hypothesis’ = are tested. Section 1III is folléwed by

concluding remarks.



CHAPTER I

Quantitative Dimensions of Rural Non-Farm Employment in
Different States and Changes in Them Between 1977-78 to

1937-38

The share of rural non-agricultural force in total
rural labour force was 16,7%’in 1977-78 which increased to
18.6% in 1983 and further to.ZQ.S% in 1987-38 (Table 1III).
The total change in the proportian.of'rural anon-agricultural
labour-force over the decade was a modest 3.3%. Between the
two periods 1877-78 to 1983 and 1883 to 1987-88 (henceforth
referred to as first period and second period respectively)
the proportion changed identically by‘1.9%.
| The share of male non-agricultural workers in the rufal
male labour force rose steadily from 19.5% at all India level
to 24.5% in>1987~88 {(Table I1I)}. During the first period, the proportiﬂ
~nérural non-agricultural workers rose by 2.8% from 19.5% +to
22.4% winile in the second periocd the proportion roze by 2.1%
from 22.4% to 24.5%. |
There is sharp state-level variation in rural male non-
agricultural employment. The share of rural non-farm male
workers in India 1987~83 ranged from a high of 45.38% in
Kerala to a low of 14.7% in Madhya Pradesh (Table ITI}. In
1877-73  the top positions were held by Kerala, Tamil Nadu,
Himachal Pradesh, Haryvana, West Bengal and Punjab in  that

order. In 1983 the position remained more or less the same
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with Harvana replacing Himachal Pradesh for the third
position and West Beungal moving to the fourth position
pushing Himachal Pradesh to the fifth position. In 1987-88
Rajasthan occupied the third poéition, Himachal Pradeshi the
fourth and Punjabv the fifth with Haryana and West Bengal
being pushed to the sixth and .the seventh positions
regpectively. Throughout the period Kerala and Tamil Nadu
maintained the first and the second positions respectively.

In 1977-78 the bottom positions were occupied by Madhya
Pradesh, Orissa, Gujrat, Karnatka and Bihar 1in ascending
order. In 1933 the position éhanged somewhat with Bihar and
Rajasthan occupying  the third and the fourth position
respectively and Karnatka occupyiang the second position from
the bottom. In 1987-88, Bihar and Karnatka Qccupied the
gaecond and thé third position respectively from the bvottom
with Uttar Pradesh coming fourth. Throughout the entire
period Madhya Pradesh occupied the bottom position.

The inter-state tempéral changes in rural non-farm
employment also show large Variatiéns. Ali the states show
inerease in the share of male rural non-agricultural labour-
force with Raﬁasthan showing the greatest’increase from 17.5%
to  34.8% over the eleven years followed by Gujrat with the
increase of 15.8% from 15.6% to 31.4%. Other states showing
relatively larger changes &ere Orisgssa (19.1%), Punjab (89.1),
Himachal Pradesh (8.7%) Tamil Nadu (3.2%), Haryvana (6.6%) and
Andhra Pradesh {6.2%). The states having lower than average

changes were Uttar.Pradesh (1‘3%}; Karnatka (1.8%), Bihar
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(3.1%} and Madhya Pradesh (3.9%). In fact Uttar Pradesh
showed marginal decline (-2.1%) in the rural male non-farm
employment in the second veriod. Roughly speaking, there
seems to be some positive relationship between the level of
raral male non-farm employment in & state and the change in
it, with states having higher a level of rural male non-farm
employment eaxhibiting greater raté of change in i1t while

states having a lower level of rural aon-farm employment

Ibeing characterised by lower rate of change the exceptions

being Rajasthan, Orissa and.Gujrat. These were the states
initially having less than average proportion{of rural non—'
farm male work-force. But the large changes in rural non-
farm male empldyment in Gujrat and Rajasthan may not be
entirely. due to structural changes in their rural sector but
due to drought in 1837-88 which forced rural people to seek
employment in activities other than agriculture.

There is also consider&ble variation in the chaange of
share of rural non~farﬁ male work-force among various states

between two time pericds. States like Andhra Pradesh (5.5%)

. Haryana (5.3%), Gujrat (5.5%), Orissa (6.4%) and West Bengal

(4.6%) experienced considerably larger change in the share of
rural non-farm male york~force in the first periocd. In a&all
these states except Gujirat, the rate of change considerably
slowed down in the second period. ’During the second period
states like Rajasthan (15.8%), Gujrat (1£.3%), Punjab (3.7%)
and Himachal Pradesh (3.1%) had experienced very rapid
change. These were the states which had experienced very

slow change in the first period, only exception being Gujirat.
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From this it.follows that among the states having lavger
changes 1in rural non-farm male employment, the states which
experienced higher changes in the first period experienced
considerably lower changes in the second pericd and the
states which experienced lower chaﬂges in the first period
" experienced higher changes in the second period, the only
exception being Gujrat. But, it may be due to drought in
1987-88.
The bistribution of Raral Non-agrucultural Households by
Industry

Maﬁufacturing, transport, services,  trade and
construction were the primary non-farm raral activitiés
(Table IV) and they accounted for nearly 88% of all zrural

-

non-farm activities. Manufacturing, services, trade and
coustraction accounted for 7.1%, 6.7%, 4.9% and 4.1% of the
total rural employvment respectively in 1987-88. In rural
Iadia, the proporticn of households depending on non-farm

activities rose by nearly 2% in the second périod. This rise
was mainly accounted for by the increase inm employment in
constructional activities. The proportion of householid
reporting  construction &s the major source of  income
increased from 2% in 1983 to about 4.1% in 1987-88.  The
industry - wise break-up of non-farm rurzl employment in 1983
is not available, 50 we cannot say wnether the same trend is
true for all states. But, the industry-wise break-up zat

state level for 1937-88 is available (Table IV). From this

we can 8say that the states which have shown a relatively
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larger <change in rural non-farm male employment are also

characterised by &  comparatively  higher  share of
constructional cactivities in rural employment.

Coustructional activities accounted for 9.5% of rar&l
employment in Gujrat, 8.8% in Himachal Pradesh, 16.4% in
Rajasthan, 4.5% in Punjab and 4.1% in Orissa against the all
India average of oﬁly 4.1% . On the other hand states having
a smalier change in rural non-farm male employument alsb' have
& lower than average proportion of rural work-force engaged

‘in  comstructional activities e.g. Bihar (2l1%}, Karnatka

{1.3%), Uttar Pradesh (2.6%) and Madhyva Pradesh {(1.3%).
The Rature and the Type of Work

The nature and type of work from which & household
derives its wmajor income is an important indicator of the
activity pattern of household members. Of the total rural
households, 16.6% were seif-employved in the non-agricultural
sector in 1877-78 which increased by 1.7% to 12.3% in 1587-88
(Table V3. Over the same period the percentage of other
labour engaged in rural non-agricultural activities increased
by 2.1% from 6.9% to 9.% . But, if we observe the trend
over the. two periods then we find that the percentage of
rural non-farm self-emploved households increased much more
rapidly (1.1%) in the first period compared to the second
period ( .51%). On the other hand, in the first period  the
percentage of other labour declined marginally from 6.9% to
6.6% but in the second period it grew by 2.5% from 6.6% to

9.1% . This implies that in the first period wmost of the



increment in non-farm employment was accounted for by the
increment in rural non—farm self—employed households while in
the zecond period other labour households accounted for most
of the expansidn in rural non-farm employment.

There is considerable regional variation in the
percentage of self~empl§yed “households and other labour
households engaged in rural non-farm activities (Table VI).
The percentage of self-employed households in rural non-farm
activities was the lowest in Gujrat (7.8%) in 1987-88
followed by Madhva Pradesh_ and Maharastra {8.6% each).
Punjab had the highest percentage of non-farm rural self-

eimployed households (16.5%) followed by West Bengal (15.9%)

50

and Keraia {(15.5%). Rajasthan (21.5%), Kerala (17.7%)} and
Gujrat (16.2%) had the highest percentage of rural households
employed as other labour. Madhya Pradesh .had the lowest
percentage of other labour households (4.1%) in rural areas
followed by Uttar Pradesh (5.5%), Bihar {(6.4%) and Karnatka
(7.1%y.

If we look &t the tewporal change we find trends rather
mixed with some states showing marginal decline in  the
vercentage of non-agricaltural self-emploved rural households
and soms .showing marginal decline in the rural other labour
households, though no state shows a decline in both in  the
second period. Bihar (-24%), Gujrat (-4.4%), Himachal Pradesh
(-2.7%) and Orissa (~-.4%) were the states which experienced

nal decline in percentage of non-agricultural self-

'—J.

marg

employed households. 'On the other hand Harvana (-5.4%) and



16

West Bengal (~.5%) experienced decline in the proportion of

other labour households over the same period.

Possessionrn of Land

If we look at the table (VII) we find that the
participation in non-agricultural work #aries inversely with
the sgize of land owned by the households. Nearly 31% of the
households owning land up to .4 hectere were engaged in
non-agricultural activity. The percentage fell sharply to
17.7% for the households,owning land between .4 to 1 hectars.
Only 7.6% of +the households owning land between 2 and 4
hectares and 5% in case of households owning land egual to 4
hectare and above were engaged in non-agricultural
activities.

If we 1look at the possession by land of households
engaged in non-asgricultural activities as self-employed or
other labour (table VIII}, we find thét households having
larger land hoiding are mostly engaged in agricultural
activities and in case of dependence on noa—agricultgral
activities are mostly engaged as Bself-emploved. This 1is
understandable because for being self~empibyed one may need
certain minimum amouat of capital and techmical skill and
education which only richer rural households may be able to
afford. On the other hand due to the lack of these things
poorer rural households are forced to offer their labour-
power for hire. Thisz wmay be the reason for the much sharper
fall in the percentage of households engaged as other labour

compared to percentage of rural households engaged as self-
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employed with the iuncrease in the size of land possessed by
the houssholds. CFf the households possessing land up to 1
hectare, 11.4% of rural hougeholds were engaged as self-

employed in non-agricultural activities and 9% as other

[AM]

labour and for the households possessing land between 1 to
hectares, §5.6% were engaged in self-employment and 3.2% in
other laboar. This percentage declined to 4.1% in case of
self-employed in non-agricultural activities and to 1.9% in
case of other labour for the ‘households POS8E88iNg iand
between 2 to 4 heatarés; For the households possessing .1aid
in excess of 4 hectares 3.1% were engaged as éelf—employed
and ouly 1.6% éf nouseholds as other labour. Due to the non-
availability of data we cannot say anything about the
employment pattefn of rural households according to
posaession of land at the state level.

The inverse relationship between the sizé of
landholding aand dependence of households on non-agricultural
activities indicate diversion of households with small or no
land holding towards non-agricultural activities due :to
diétress factor. To augment their income such households had
to work as agricu}?ural or other labour. But, the evidence

‘

suggests that more and more agricultural labour is hired only
during the peak season and there is & decline in the
proportion of households éngaged in crop production which
hire labour casually and régularly {Table IXy . Ia 1983, 49%

of agricultural households hired agricultural labour, 22.% of

households hirved labour only during peak sexson, 20% of thenm
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Chired labour casusally and 7% hired regular labour. Though,
in 1987-88, 54% of agricultural households hired labour
ne&rly 31% of agricultural households hired labour only
during peak seasons, 16% of them hired labour only casually
aud 7% regﬁlarly. This means that now a greater part of
labour hired in agriculture has to look for noan-agricultural
employment during off season. This fits well with the rise
in the proportibn of other labour households among 0ot
agricultural households during the period 1983 to 198?—83.
Since-the bulk of 5dch labour is unskilled, apd construction
work generally piéks up during off-season, such labour may be
finding work in constructional activities. This may be the
reason for the rapid expansion in proportion of rural labour

engaged in constructional activities.
Per-Capita Expenditure

Table (X} gives the distribution of rural households by
monthly per-capita expenditure class. The table shows that
agricultural households are wmore concentrated in ~ lower
monthly per-capita expenditure <classes with 58% af
agricultural houssholds falling within the monthly per-capita
expenditure claés of R5.125 and less while less than 40% of
the non-agricultural households fall within this expénditure
class, The difference 1is much sharper for the highest
expenditure classes. The top three mounthly expenditure
classes (Rs. 125 and sbove) accounted for nearly 25% of non-
agricultural housgeholds while ouly 16% of agricuitural

housenolds fzll within these expenditure classes. This means
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that on an average non-agricultural hougehoids are better-
off than the agricultural households and there is a positive
relationship between per-capita monthly expenditure and
participation in anon-agricultural activities. But, for any
- firm conclusion‘we must have state-level data which are 1ot
availlable. -

Tavle (X1} shows the distribution of self-employed
rural househoclds and other labour rﬁral households according
to nonthly expenditure classes. - It is clearly evident that
self-employed households are much better-off than the labour
households. There is & positive relationship between self-
employed rural households and higher monthly per-capita
Cexpenditure with more and more households falling in. higher
expenditure classes belonging 1o self-emploved category.
This is true for both type of self-employed rural households
those engaged in agricultural activities and those in non-
agricultural activities. This méy be due to fact that the
capital and the skill reguired for self-employment oén only

be sapplied by already better-off rural households.
‘ Educational Attributes

Table (XI1) gives per thousand distribution of persous
of age 15 years and above by general education for each
household tyeve for rural areas. It is clesar that the smaller
proportioﬁ of persons engaged in unon-Tarm activities are
illiterate compared to the proportion of persons engaged in

farm activities. This is true for both self-employed as well
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&5 labour category. Nearly 57% of the persons éengaged as
self-employed in both farm and non-farm activities were
illiterate in71987—88 compared o nearly 74% of persons being
illiteréte who wWere emp}oyed as labour. It mseans that
incidence of illiteracy is much higher among the labourers
compared to the self-employed. Within the self-employed
category, only 52% of persons engaged in non-farm activities
were illiterates compared to 58% of persons engaged in farm
activities. Among the labour category, 77% of agricultursal
laboures _wefe illiterates compared to ounly 64% among other

laboures.  Again state level data are not available.
Earnings

The average earniangs of non-agricultural workers are
much higher compared to the'averagé earnings of agricultural
workers {(Table XIII a,b.). The average daily earnings of
male regular wage/salaried employees in agriculture was Rs.
14.58 in 1987-83 while the average earnings of the least paid
non-agricultural workers (those engaged in trade} was Rs.
17.19 .

Even in the case of casual workers uanon-farm workers
were petter paid. The average daily wage of male manual non-
agricultural casual worker was Rs. 15.69 compare& to average
daily wage of Rs. 1€.82 for male manval agricultural casusl
wage workRers engaged in cultivation. Also while the average
wage of non-manual casual male agricultural worker eungaged in

cultivation was Rs. 15.46, non-mancal casual male non-

g

griculturél o an average'receivéd Rg. 15.86 in 1987-88.
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The share of rural non-agricultural labour force in
to;al rural labour-force had increased slowly but
steadily from 785 onwards both at all India and state
level.

There 1is sharp inter-state varitatious in éhe levels as
well &5 temporal changes in the proportion of' non—farm
workers.

There seems to be a positive relatiouship between the
level of rural male non-farm employment and rate of
change in it within & state.

Amoﬁg the states eiperieﬂcihg relatively larger chauge
in the share of male non~farm workers, the states which.
experienced greater change in the first periocd showed
considerably lower change in the second period and the
states which experienced slower growth in the first
period experienced considerably higher growth in the
second period. | /7-/- 72 g 7

The rise in non-~farm rural emplovment 1is. ‘largely
accountaed for by the increase in proportion of labour-
force engaded in constructional activities at all Igg%a'(

level, Wy by S0

t
. . , R N2,

At all India level, in the first period wmost of the

increment in non-farm employment was accounted for by

the iuncrement in rural non-farm self-employed households

while in the second period expansion in other labour



1.

22

households accounted for most of the expansion in the
rural non-farm employment. But, the result at the state

level iz mixed.

At all India level, the dependence on rural noa-farm
activities varies iaversely with the size of land owned
by the households.

There isrva positive relationship between per-capita

s

monthly  expenditure and participation in  non-farm
activities at all Indiz level.

At all India level the incidence of.literacy is thigher
among non-farm workers compared to agricultural workers.
The average daily eafnings of the non-farm workers is

much higher than the average daily earnings of the

agricurtural workers.
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Determinants of Non-Agricultural Employmeat: A Review of
Existing Literature

A large number of factors have been itdentified in‘ the
literature to explain the concentration of non-agricultural
activities in & specific region. For analytical purpose
these factors can be clubbed iﬁto four broad groups: |
&) Demand ianterlinkage between agriculturai and' non-

agricultural sectors.

B) Production interlinkage between the two sectors.

Cy . Cutside factors.

Dy = Nom-agricultural activity as a residual sector.

A} Studies of household expenditure show that non-food

items occupy a rising share of rural household Dbudget as
their income rises. Agricultural income igﬁelf constitutas
the largest part of the the rural income and &s such any
variation in agricﬁltural performanée affects demand for non-
agriculturél goods. The rural sector demand for non-
agricultural products also consists of inputs for goods and
services. The first is crucial for agricultural devéiagéght
and prasperity as they directly affect the level of
production as well as growth rate and thus level of income
which in turn affects demand for manufactured goods for final
consumption and capital formation and consumer services of

4

various kinds.
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Given the above discussion rural income in a region is
hypolthesised to have s direet impact on non-agricultural
activities 1in rural areas through increased demand for
diversified nomn-agricultural goods and services. But the
extent to which higher rural income will lead to larger
demand for rural non-farm goods and services will depend on
the degree of inequality of income and the'degree of exposure
to the outside world. These two factors will significantly
affect +the preferences of rural consumers between locally
produced labour-intensive products and services of local
entefprises and modern and capital-intensive products and
services brodueed by units located in urbén areas. In fact
the ‘inferior - goods hypothesis’  visualised & negative
relationshipvbetween the level of rural income and the demand
of goods and services produced by rural non-farm gector as it
produces goods and services which are inferior in nature and
more 1likely to be patronized by small and marginal farmers
and landless workers rather than the large affluent farmers.

Also greater inequality of income and wealth implies
that only a thin crust of peasantry has a cash nexus with
non-agricultural sector. As a result the share of total
agficultural income épent' on non*agriéultural goods and
gervices is likely to be smaller. The outside exposure @ is
further likely to mould consumer preferences in favour of
urban consumer goods. 80, one can visuallisge & negative
relationship between degree of inegquality in income and
Qealth and the level of employment. in rural non-farm sector.

But some studies have also visualised a positive relationship



between the degree of inequality in land holding and rural
non-farm employment. The concentration of land in the hands
of a few households can facilitate +the growth of aon-
agricultural employﬁent if the surplus generated from

agriculture 1is invested in non-agricultural activities in '

rural areas. On  the other hand, 1t may also imply more
landlessness and pfedominance of swmall vholdings. Non-

availability of agrioultural work to the landless and small
cultivétors can result in a distress diversification to unon-
agrieultﬁral activity.

Vaidyanathan [1986] visualised the level of rural non-
agricultural employment to be a function of (i) the level of
rural demaund for non-agricultural goods and services produced
locally (ii) the level of extra-local demand for rural
products and services, and (1iii) location, scale  and
technology of activities catering to these demands. The
first would be depehdgnt on agricultural prosperity of the
region identified as per capita income of agricultural
classes and the degree of inequality in distribution.? He
hypothesised that the more prosperous the region, the greatef
the inequality of distribution, and the greater the degree of
exposure +to urban life the higher will be the demand for
final cousumer goods and services obtained from non-
agriculture and the greater will be the level of non-
agricultural activity. He  hypothesizsed a positive
relationship between non-agricultural activity and the degree

of inequality of rural income, because it had been found that
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persons with higher income spent relatively greater shére of
their income on non-food items.

| He used two explanatéry variables, crop output per head
qf agricultural population (average of 1875-76 +to 1879-83)
and the Gini index of concentration of operational holdings
(agricqltural caensus 1971-72). He found' significant
positive relationship  between the incidence  of non-
agricultural employment (NS5, 32nd round 1977-78) and crop
oﬁtput per head of agricultural population, but negative
relationship between non-agricultural employment (NS5, 32nd
round 1877-78) and inequality of oéerétional holdinés. From
this he concluded that consumption interlinkages bhetween
agricultural and non-agricultural sector are strong.

5 Mahendra Dev (199%) considered rural non—égrioultural
employment (NSS 32nd rouad 18977-78) to be the function of
crop output per head of agricultural population (average of
1977-78), output per hectare (1975-78), Ginl - coefficient of
the concentration of rural assets (1971-72) and the person-
'day unemployment rate (NSS 32nd round 1977-78). Dev’s study
is mdre general than Vaidyanathan’sAbecause his study is
based of 56 NSS regions while Vaidyanathan’s study is based
on the data for 22 states. He found land productivity to be
significantly and positively associated with rural non-farm
employment. The Gini - Coefficient of the concentration in
rural assets was negatively and significantly asgociated with
the level of rural non-farm employment. But, unlike
Vaidyanathan, he did not find significant association between

crop output per head of agricultural population and the level



27

of non—agricultural»rurél employment. The results, acéording
to him, indicate that agricultural development has positive
impact on the promotion of’ruralvnon—agrichltural enployment .

Jeemol  Unni {19911 took rural nom-agricultural
employment to be the function of perfornance of .agriculture,
degree of commercialisation, concentration of opéerational
holdings and Urbanisation. The agricultural performance may
facilitate the growth of non-agricultural goods and services;
and also the surplus generated may be invested in non-
agricultural activities. However, in the initial phase, the
growth of agricultural production in a region may better
absorb the labour within the agricultural sector itself. In
auch a phase, agricultural prosperity need not result in the
growth of non-agricultural activities. 2o, agricultural
performance may ‘have positive or negative effect on non-
agricultural employment depending upon which of the above
relationship dominates. Two 1indicators of agricultural
performance were used to study the relationship between the
propértion of non-agricultural workers to the total rural
lahour force (NS5 32nd round 1877-78) and the agricultural
performance: (i) a compound rate of growth of +the value
of . output of 19 major crops over the two triennia 1962-865
and 1875-78. (i1) Value of output of 18 major crops per
hectare of gross cropped area (1877-78).

She found land-productivity to be positively and
signifieantly associated with the male, female and total non-

agricultural emplovment, but growth of agricultural
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production was negatively associafed with fenmale and. total
non-agricultural employvment. |

She .aléo hypothesised a positive relationship between
the level of rural income and percentage of male or overall
non-agricultural employment and negative relationship with
the percentage of female non-agricultural workers. She used
two prices for the level of rural income (i) Value of output’
of 18 major crops per-agricultural worker (1977-78) and (ii)
percentage of population in the top three per-capita monthly
expenditure groups (1977-78). She found no significant
association between agricultural production per workKer and
the level of non-agricultural employment (NSS 32nd round
1977-73). she also obtained positive and significant
association betweenm the Gini - concentration ratio of
operational holdings (Agricultural census 1876-77) ard
proportion of rural non-farm workers (NS5 32nd round). This
pogitive relationship may either be due to facilitating
(greater surplus being invested in non~agricultural
activities) vér distress factors. The positive relatiounship
between  Gini  coefficient and rural non-agricultural
employment found by Unai needs comment because,v it is
completely oppoggq to the results obtained by Dev (1992} and
Vaidyanathan (19880) who obtained negative assoclation between
the two. The negative association between the two indicates
weak coansumption ilaterlinkage between the two sectors while
the positive association may be due to either stroug
consumption interlinkage between the‘two sectors or Jdistress

divergification. From the above results Unni concluded that
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there seemed to be strong arising on the consumption side
interlinkage betheen the performance of agriculture and the
level  of non-agricultural employment. The positive
relationship between Gini coefficient and rural non-
agricultural employment found by Unni needs comment because,
it is completely opposéd to results obtained by Dev (1990)
- and Valdyanathan (i986) who obtained negative associatlion
vetween +the two. The negative association between the two
indicates weak coansumption interlinkage between the two
sectors while the positive association may be due fo either
strong consuﬁption interlinkage between the two sectors or
distréss aiversification. Here, ip would be appropriate to
mention mention that Valdyvanathan and Dev have used data
related to 1971-72 while Unni has used 1976-77 data. The
data of Valdyanathan and Dev are related to first phase of
Green Revolution when output elasticity of agricultural
employment was increasing , while Unni’s data relates to the
second phase of Green Revolution characterised by falling
output elasticity of agricultural employment (we will discuss
thig in detail in chapter III). This may have forced excess
rural labour force to look fér Jobs in non-agricultural
sector, Hence, Unni may be getting positive result due to
distress factors, rather than strong consumption
interlinkage between the two, though this conclusion goes
against Unni’s conclusion.

Papoia [1987] after studyiﬁg the performance of rural

industrial sector in two districts of U.P. in the 7@0s and the
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eariy 8’5, found that the performance of rural indﬁstrial
sector 1in different states was broadly related with the
levels of agricultural productivity and more closgely Qith the
growth rate of agricultural output. Rise in income levels
purchasing power and to an extent the investible surplus
generated by agrioultural growth improved the efficiency of
existing industries and led to the emergence of new and

dynamic ones.

B) Production Interlinkages Between Agriculture and Non-
Agricultural Sector:

- A second factor associated with the growth of mnon-
agricultural activities in rural areas is the backward and
forward production 1inkageé that the rural non-agricultural
sector has with'the‘agricultural sector. The ‘Agricultural
led Developement’ models suggest that agricultural growth
facilitates the growth of the nén—agriauitural sector. The
direct impact of rapid agricultural growth on rursal
industrial output is by supplying more raw-materials (forward
linkage) to agro-based industrieé (gur, Khandsari, tobbaco,
ete) and creating demand for inputs and allied services
(backward linkage) such és manwfacture and repair of
agricultural implements, transport, distribution of
fertiliser etc. Traditional agriculture uses mostly locally
produced inputs, a large part of which 1is derived from
agriculture and allied activities. The few non-farm inputs
such as making and repairing of implements are also produced

by local artisans. With the iatroduction of modern

g
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technology e.g. lrrigation, fertilisers and mechanical
equipments 'like pumps and tractors, the dependence on aon-—
agricﬁltural sector increases. Apart from that mechanisation
of agricultural operatlions may strengthen distress factors in
agriculture and lead to pushing out of labour from
agriculture, This may result ian higher unemployment in
agriculture and,diversion of agricultural labour to non-
agricultural sector. So, as a first approximation one can
visualise a positive relatiohship between agricultural growth
or productivity and don-farm rural employment. But, the
extent to which rﬁral non~farm sector will benefit 1is not
clear. There are two reasons why it may act as an inhibiting
~ factor on rural non—férm employment. Firstly, in the initial
phase the growth of agricultural production in a region may
better absorb labour within the agricultural sector itself.
This is mainly due to the use of labour using technology. 1In
such & phase, the growth of agricultural production need not
result in the growth of rural non-agricultural activities.
Recondly, most of the modern inputs except perhaps
machlae repalr services are produced by industries located in
urban areas often far away from the villages where they’.are
used. Congsequently, while the growth of agricultural
production generally accounts for more than poportionate
lacrease 1in the demand for iaputs produced by anon-farm
sectors, 1t may not lead to an increase in the demand for
locally produced inputs. This tendency to use non-local

inputs may get strengthened in case of higher inequality of
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land-holding and exposure to outside world. The adoption of
modern technigues in agriculture is qﬁite resource intensive
and there is likelihood of their being adopted by the large
farmers. Thus, agricultural productivity growth may have
positive or negative effect on rural non-farm employment.

Modernisation of agriculture also means
eomﬁercialization of it which may significantly affect
consumption and production interlinkages between agriculture
and rural non-agricultural sectors. Firstly, agricultural
production gets more specialized and the extent of +trading-
trade related activities - increasges. Secondly, Ilancreased
éxposuie to  and contact with nearby towns may alter +the
preference of the rural populace towards urban consumer
Boads Vand inputs. Thirdly, since commercialization of
agriculture extends the territorial network of exchange, the
effective size of market for 'non~aéricultural‘ goods and
services also expands. This creates greater opportunities
for specialization, technical change and spatial
concentration of non-agricultural production. This tendency
Wwill be further strengtheﬁed by improvement in transport and
communication network. This will give birth to two opposite
forces. On the one hand this may lead to increasing
dependence on non-local sources for meeting demand for non-
agricultural goods Aand services by encouraging a shift in
preferences favouring urban goods. On  the other hand,
'countering.thié tendency will be the fact that the volume of
trade and trade - related activities will increase greatly as

a result of commercialization. Apart from that, by
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increasing the supply of raw - materials for processing and
other agro-based industries it may have a direct effect on
non-~agricultural activity. In gum, the impact of
commercialization on rural non-agricultural smployment may be
negative or positive depending upon which tendency isg
strongef. | . |

Vaidynathan [1986] visualised the degree of
commercialization to have a significant impact on non-farm
enployment, the impact may be posifive or. negative. He
hypothesised the = extent of commercialization to be an
increasing function of the level of crop output per head of
agriculturalvpopulation, the ineguality in land distribution
and the percentage-of area under non-foodgrains. Another
important dimension of commercialization. according - to
Vaidyanathan which was not incorporated in his study due to
paucity of data was the effect of differences in the spread
'Qf modern agricultural techniques which were intensive in the
use of manufactured inputs. The percentage area under non-
foodcrops for 1877-78 gave mixed result in the regression
analysis and he advocated further refinement in the variables
on commercialization before coming to any conclusion.

Unni [1991] hypothesised that the predominance of non-
food Crops in the cropping pattern had a positive
relationship with non-agricultural rural employment. Thié
couid have a direct impact on non-agricultural activity by
supplying raw - materials for the processing and other

industrial activities. Buch a cropping pattern might also
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imply more commercialized agriculture whieh. could have an
indirect impact on non-agricultursal activity through the
inter-linkages between the output, credit and labour markets.
She .used two specificatiocns of the cropping pattern (1)
percentage of non-food crops to total cropped area (1877-78},
and (ii) the ratio of mon-food crops output to total cereal
output (1877-78). She found both of these proxies .to be
insignificantly associated with the level of non-agricultural
employment (NS5 3Zﬁd round 1877-78).

' Papola [1987j while examining the relationship between
agricultural growth énd the level, structure and growth of
rural industries hypothesiéed both direct and indirect
effects. The direct impact of rapid agricultural growth on
rural industrizl activity was by supplying more raw materials
and creating demand for inputs and allied .services. The
indirect impact was through raising consumption demand and
generating surplus for investment. He, however, found that
the direct relationship in terms of input supplying and
outpuﬁ using linkages were limited. The relatiounship

appeared to be more indirect.

€} Outside Factors:

Proximity to large urban area, government policy and
expenditures etc are othér important determinants of rural
non-farm employment, Urbanization can affect non-farm local
employment in following ways. Firstly, Urban population may
constitute demand for non-farm rural sector products like

gur, sugar, handicraft oproducts ete. In this way urban



population adds to total demand for industrial products.
Secondly, if may happen that some part of rural workers is
employed in nearby urban afeas in  activities like
canstruction but residing in the village. To this extenf a
part of the nbn—agricultural workRers residing in rural areas
may in fact be working outsidel catering to extra-local
demand. The size of such labour will depend on the size of
urban centres relative to the rural population of the aresa,
'the' distance over which commuteré have to travel and the
cost of commuting. The largef the nearby firms the. shorter
the commuting distance and the cheaper the cost, the larger
is 1likely to be this phehomenon. Thirdly, proximity to a
town may ‘also alter the preferences of the rural populace
through greater interaction and the urban goods may provide
stiffer competition to rural non-agricultural product’s
exports to urban areas. In this way, urbanisation may be
inimical to rural manufacturing. Finally, uarbanisation may
lead to greater commercialization of agriculture and allied
activities as with the expansion in population of nearby
towns, demand for fobd-grain vegetables and animal husbandary
porduéts are likely to increase. In sum the effect of
urbanisation on rural nonmférm activities may be positive or
negative.

Government experniditure/policies are the other outside
‘factor which may significantly affect rural non-farm
employment through providing direct employmeat +to rural

workers, broad development expenditure, subsidisation and
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preferential treatment to rural industries etc. Today,

éevernment is providing emplaymenﬁ to increasingly lérger
number of people in rural areas. It not only increases the

rural non-agricultural emplbymént directly but also has
second réund effect on it through increased rural iancome.

The govermnment development expenditure may partly go to
building wp of public infrastructure which may lead to growth
in aggregate non-~farm manufacturing and trade employment;

But, it may also improve agricultural performance and this
may have a positive or a negative effect on non-farm
employment. Also, govermnment policies regarding fiscal

incentive and preferential treatment ta agro-processing,

small-scale and cottage Iindustries . encourage non-farm
activities, - first, by protecting certain kinds‘ of zrural

industries from large scale urban industries, and secondly,

by improving their competitiveness vis~a~vié manufacturing
units. On the whole goverument policies of such kinds are

likely to have a positive effect on non-farm employment.

Unai [1991]1 found significant positive relationship
between the percentage of urban population (NS5 1877-78) and
percentéée of uale rufal non-agricultural workers (NSS 1977~
78). This may be due to, according to her, the following
reasons. The rural areas may cater to the demand for non-
agricultural products or services in the nearby urban areas,
or some of the residents may engage in- ﬁon—agriQultural
occupations in the nearby urban areas and commute to their
work place regularly. Urbanisation can also be viewed as =z

proxy for availability of infrastructural facilities.
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Vaidvanathan [1986] accepted that government
policies/expenditure -significanily affect rural non-
agricultural emplovment, but for want of-apbrobriate data he

did not analyse it’s impact on it.

D) BNon-Agricultural Activity As a Residual Sector

Vaidyanathanv [1986] put forward the residual sector
hypothesis as an alternative té the interlinkage hypothesis
between agricultural and non-agricultural sectors. According
to this hypothesis, non-agricultural activities act as &
residual sector so that rural workers who are not absorbed
fully in agriculture spill over into non~agricultural
activities. The latter acts as a sponge for the excess
labour. It seems more likely in a situation where
commercialigzation has advgnced,and the wage labour system
has become widespread in as much as both tend to weaken the
traditional  social mechanisms for taking care of  the
unemployed/underemployed and increase the pressure on  those
who cannot find work inm agriculture to sﬁoh other avenues of
enmployment. Such workers generally join traditional lqw—
productivity non-farm activities such as rope or coir making, .
basket making eté. either as self-employved or hired worker.
Since most of such workers belong to the lowest strata of
the rural soclety, being landless and extremely éoor, they
have no option but to work on whatever wages they are
offered. This according to Vaidyanathan, will lead in terms

of conventional demand and supply analysis, to a depression
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of the non-agricultural wage rate relative to the rural
agricultural wage réte, if the absorptive capacity of the
agriculture and of urban areas is limited. He used rural
person - day unemployment rate (NS5 32nd round 1977-78) to
measure the imbalance between labour supply and -demand in
rural areas. He hypothesised that the higher the rate of
unemployment,. the higher was likely to be_the share of the
non*agriéultural sector. in total rural employment and the
lower the non-agricultural wage relative to that in
agriculture. He found a strong association between the NSS
verson - day uanemplovment rate (NSS 32nd round 1977-78) and
the percentage of rural non-farm workers (32nd round 1977-
79). Such an excess labour situation should lead to fall in
non-agricultural wage relative to agricultural wage; he,
however, did not find such & relation at the state level.

Méhendra Dev [1990] also found unemployment rate to be
significantly and positively associated with non-agricultural
employment.

Unni f18911 used three proxies for distress
diversification (1} personday unemployment rate (it}
percentage of landless labour households and (1ii1) incidence
of poverty, all for 1877-78. All these three variables were
hypofhesised té be positively related to rural 1on -
agricultural employment (NSS 32nd round 1977-78). Like the
above two studles she also fouqd strong positive assoclation
between  unemployment rate and rural ‘non -~agricultural

employment. But the other +two proxies of distress
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diversification were not found to 5e sigﬁificant.

The strong assoclation between unemployment rate and
non~farm employment‘is taken only as a limited evidence in
favour of residuai sector hypothesls because of the following
two reasons.

1} There is a‘strong assocliation between land productivity
and unemployment rate and

11) There 1s absence of evidence of fall in ndn—
agricultural wage relative to agricultural wage rate. The
strong association between' land productivity and uwnemployment
rate is attributed to following factors:

First of all, NSS unemployment rate really captures
only open and visible unemployment [Parthsarthy 1978, Unni
1981]. Such reported unemployment is likely to be higher in
regionl where agricultural development is higher az the
expectation of obtaining employment here is greater than in
a agriculturally backward region. This may also be partly
due to migration of workers +to de#eloped regions from
backward regions. Such reported unemploymént is also
expected to be higher in wage - dependent households or among
casual workers as opposed to self-employment persons. This.
is 80 because it is easier for casual workers to perceive and
- report their unemployment. In agriculturally developed
regions it 1is easier for persons to percelive their
unemployment and the possibility of obtaining work makes
them report it. - Unemployment rate has also been found to be
higher .among landless workers. The percentage of landless

workers 1s high in agriculturally developed regions because



40)

of low land-man ratioc and inequality in distribution.
Unemployment rates are also oqnsequently. higher. Apart from
that unemployment ratgs may also be dépressed in backward
states 1if the want of work-opportunities in the off-season
discourages workers away from the labour market. This is
kunown as discouraged worker hypothesis fJ.N. Sihna 18737,
This iMplies that-workers in backward region may withdraw
from the labour force on account of acute unemployment during

off -zeason. Some evidence has been found in support of this

hypothesis., In addition, the introduction of New
Agricultural  Technology (NAT)} with the emphasis on
mechanisation may push out workers from agriculture. Also

NAT is known to change the employment structure in
agriculture. The proportion of hired labour increases and
that of family labour declines [Sadhu & Mahajan 19857, This
may reduce the scope of disguised unemployment in agriculture
and lead to more open unemplovment.

Puve to reasons disogssed'above, unemployment rate may
be higher in the agriculturally developed regions. To the
extent that the percentage of non-agricultural workers is
greater in the agriculturally developed regions, unemployment
.rate will be positively associated with the former. This
makes interpretation of these results quite complicated.

The problem of interpretation is due to - strong
associations between non-agricultural employment - with
agricultural land productivity as well as unemployment rate

and further between unemployment rate and agricultural land
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productivity (these studies take land productivity as a
indicator of agricultural performance which is guite
doubtful) - i.e. whether perférmanoe of agriculture is
affecting non-agricultural employment via its interlinkages
{consumption and production) or via unemployment. Perhaps
closer perusal of results obtained by various studies may
throw sOMe light on it. |

Vaidyanathan  [1985] finds strong and significant.
association ‘between rural non;agricultural employment and
crop output per head of agricultual population which suggest
strong demand interlinkage between the two seotofs, But,
other studies do not find such assoclilation, instead they
find strong association betheen land éroductivity and rural
non-farm eﬁployment. From this they conclude that there iz
strong demand interlinkage between the twWo sectors.
However, one can ralse strong objecﬁion égainst taking land
productivitf as & éroxy.fof agricultural dynamism which we
will discuss later. Secondly, Vaidyvanathan (1988) and Dev
(1999) find strong negative association between inegquality of
rufal assets and the level of  rural non-farm enmployment
indicating weak demand interlinkage between the two sectors.
But, Uanni (1991) finds strong positive assoclation between
the two which can either be due to strong demand interlinkage
or distress factors. Papola {19381} also finds weak demand
interlinkage between agriculture and rural industrial sector.
At the same time Unni [1981] finds no significant association
between rural non-agricultural employment and the level of

rural income indicating weak demand interlinkage. From these
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results it seems fair to conclude that there is weak demand
interlinkage between‘agrioultural and rural non-agricultural
sectors. Studies of effect of techunological changes in
agriculture on gains to different segments of rural society
sugéests that all the segﬁents of sogiety have benefitted
absolutely, but the rich peasants have benefitted more than
others '(C.H. Rao 1972, Sadhu & Mahajan 1985). It has
generally been found that they prefer modern and capital-~
intensive products énd servioeé produced by units located in
urban areas over labour-inténsive products and services of
local entreprencus. This may be the cause of weakened demand
inter-linkage between rural non-agricultural and agricultural
sector.

All studies find weak production interlinkage between
the two sectors. This may be due to .following reasons.
Firstly, most of the modern inputs. except perhaps machine
services are produced by industries located inm urban areas.
This tendency to wse non-local inputs may get strengthened in
case of higher inequality of land holdings and exposure to
outside world. Secondly, regarding forward 1inkage the agro
processing units ma& uot be fully developed. Further in a
region where they are developed they may not be providing
much employment due to their being relatively more capital
intensive compared to traditional rural non-farm activities.

Given the above discussion there is more than mere
vossibility that stroang association found betweén land

productivity and rural non-farm employment_is due to strong



43
assocliation between land productivity and unemployment rate
and the level of rural non-farm employment.

Turning to the 'second objection that there 1s o
evidence of fall in non-agricultural wage - rate relative to
agricultural wage rate in case of higher unemployment, there
are a variety of reasons that itiwill not happen. Firstly,
even in terms of conventional demand and supply analysis this
will not be 80. As the non—agficultural seétor is &
reéidual sector, it means that rural labour-force first
offeré itself for employment in agricultural sector itself
and thus the first impact of the excess in rural labour force
will be felt on the agricultural sector itself rather than oa
non-agricultural sector. Thisg will first depress
agricultural wage - rate and then non-agricultural wage rate
and thus fall in non-agricultural wage rate relative to
agricultural wage-rate will not materialise.

secondly, this formulation treats rural labour force
as a homogeneous lot ignoring differences in skill, education
eto.‘ In  fact, wage structure is universally hierarchical
reflecting occupational and 35kill differences. Broadly
speaking we can divide non-agricultural labour market in two
segments upper and lower segments. The upper segment
consists of skilled labour. Reguirement of skill/education
acts as a bar?ier and agricultﬁral labour pushed out of
agriculture are hardly likely to join upper segment. It is
the lower segment they are likely to join and the wage - rate
of +this segment is likely to be depressed due toe “inflow of

agricultural labour. But, wage-rate of this segment relative
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to agricultural wage-rate may hot geﬁ depressed due to
certain reasons. Firstly, non-agricultural jobs may involve
mobility e.g. cénstruction works may be taking place in urban
areas or away from the native village and the worker may like
to get compensation for it. Seoondly, wages may already be
very low mnear or below subsistence level with very 1little
possibility of going down further. Thirdly, agriculture
wages are very often paid partly in kind like food~gréins or
sometimes given food. This component of agricultural wages
may be undervalued because the price of foodgrains or food is
likely to_be low in villages generally equal to the cost of
production. On the other hand, non-agricultural workers are
generally paid in cash. This may also result in higher non-
agricultural wages at least is nominal terms. Fourthly, in
case of already low wage rate émployvees may not be willing to
press for further reduction in wages due to fear that it will
adversely affect efficiency of labour. Finally, wage rate is
determined not only by demand and supply conditiohs in thé
economy, Eut it also depends on social and institutional
factors 1like social conventious, traditions. ete. (T.N.
Krishnan 1991). Wage-structure in an economy follows an
hierarchical order reflecting social customs which results in
a strong tendency for wage-relatives to remain stable over
the long run. Different lavour markets are interrelated and
that such interrelationships operate through the wage
‘structure even in the absence of the intermarket labour

mobhility. Any cHange in the wage rate of any category of

22
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to -Jégricultural wage-rate may not get depressed due to
certain reasons. Filrstly, non—agricultuﬁal Jobs may involve
mobility e.g. construction works may be taking place in urban
areas or away from the native village and the worker méy like
to get compensati;n for it. Secondly, wages may &already be
very low ﬁear or pelow subsisténce level with very little
possibility of going dowh further. Thirdly, agriculture
wages are very often paid partly in kind 1ike food-grains or
sometimes given food. This component of agricultural wages
may be undervalued because the price of foodgfains or food is
likely to be low ia villages generaily equal to the cost of
production. On the other hand, non-agricultural workers are
generally paid in cash7 This may also result ian higher non-
agricultural wages at least is nominal terms. Fourthly, in
case of already low wage rate employees may not be willing to
press for further reduction in wageé due to fear that it will
adversely affect efficiency of labour. Finally, wage rate is
determined ﬁot only by'demand and supply conditions in the
egconomy, but it also depends on social and institutional
factors 1like social conventions, traditions 'etc. (T.N.
Krishnan ~1991); Wage-structure in an econom? follows an
hierarchical order reflecting social customs which results in
a strong tendency for wage-relatives to femain stable over
the long ruﬁ. Different labour markets are interrelated and
that such interrelétionships operate through the WaEge
structure e#eq in 'the absence of the intermarket labour

mobility. Any change in the wage rate of any category of
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labour within & structure of interrelated labour markets 1is
transmitted to other wage rates in order to re-establish wage
relatives. This stable wage~rélatives is due to number of
factors 1ike tendency to maintéin living standards
‘appropriate to the peroéived living standards of ones own
peer group to maintain their social status within the
hierarchical structure, lower wages adversely affecting
efficiency, necessity of agricultdral operations being
oomfleted within a specified frame-work etc.

In sum, unemployment rate can be taken as a good Proxy
for testing of residual sector hypothesis and also depression
of non—agricuitural wage rate relative to rural agricultural
wage raté is not required Tfor the wvalidation of this

hypothesis.

Unemplovment Ahd Noa-Farm Employvment

The question .remains to be answered why higher'
unemployment leads 'to higher proportion of non-farm
employment. This. can be‘attributed to vaéiety of reasons.
Firstly, part of the rural unemployed work-force may be
Joining non-farm activiﬁiés as a &self-employed or unpaid
family labour and thus turning iato disguised unemployed from
openly unemployed. There is lot of scope of disgulsed
unemployvuent in rural non-farm activities. According to NSS
32nd round 19%7—78, self-employed households constitute over
95 percent of the total rural aon-farm workers in most of the

state. Also around 2/3rd of the household workers engaged in

rural industrial activities are principally dependent on it.
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Papola 51987] after surveying rural non-farm activities in
Ballia and Muzzfarnagar districts (both in U.P.}) found that
55 vpercent units 1in Ballia distriet and 76 percent in
Muzzéfarnagar district use& no hired labour. He also found
' that most rural industrial enterprises were carried out as &
means of family subsistence ‘rather than business,  use
primarily unpaid household labour and hadvvery small size of
production and low productivity Aand income. per ‘worker
engaged in them.

Secondly, im agriculture proportion of agricultural
labour who are hired only at peak time has increased. Rest
of tﬁe vears they look for job opportunities in noa-
agricultural sector.Such 1abouf may pe leading to increase in
unemployment. On the other hand casual employment has
increased in non-agricultural sector. Papola [19871 <found
that most of the hired labour in rural industrial units were
hired only for part time. Nearly 72 percent of them got
employment for less than six wmonths. A part of such
unemplo?ed lakour may be be finding casual/part time jobs in

non-agricultural activities.

Land Productivity As A Proxy For Agricultural Development

A strong objection can be raised against using land
productivity as a proxy for developed agriculture especially
in labour surplus economy like India. If we look at ‘farm-

size productivity debate’. (sen 1962, 1964, Rudra 19868,
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Bhardwaj 1874 etc.) then we find that the most plausible
reason given for small-farms having higher land-productivity
'oompared to large farms 1is that small-farms wmake more
intensive use of iaputs particularly labour. For any given
unit of land, land productivity depends on amount of labour
and capital used on it. '.More intensive use of either labour
or capltal given other factors will lead to  higher
productivity. In +the labour surplus economy where family
based systém of farming pfedominates, there is intensive use
of family labour generally upto a level where marginal
productivity of labour is well below prevailing agriculiural
wage rate. This happens because real cost of labour for
family based farmers is low. Not, only this, cheaper labour
cost leads to greater uvuse of capital dﬁe to complementarity
between lavour and bapital [Sen 19671. This complementarity
arises due to following reasons. Firstly, a lower price of
one factor will tend to increase the use of its complementaryi
factor, the lower cost of labour will have such an effect on
the use of capital also. Secondly much of the capital used
particularly on smaller farms is not brought from outside but
produced with direct labour in the family economy itself.
Hence, the cheaper cost of labour will reflect 1itself
directly in the cheapening of the capital goods, and the
differential price advantage that the peasant farmsvhave in
the wuse of labour will imply such an advantage also in the
use of capital. 50 there are reasons to belief that thigher
productivity per acre of the smaller farm is due to cheaper

labour, acting alsc as capital through complementarity and

~
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direct embodiment of that factor.

Rudra and Chattopadhya [1876] distinguish between
,forcéé that drive small farmers to undertake intensive
efforts-—need of survival need of basic minimum consumption in
& situation of non-existence of alterhative employment, thus
to maximise output and the forces which permit him to do  s0
i.e. cheapaess of family labour, indivisibility of capital,
superior quality of labour, better quality of management that
can be applied to small farms etc. The factors which drive
small farmers to more intensive use of labour, non-labour
and material inputs besides trying to improve ‘irrigation
facilities and to raise higher remunerative crops with
intensive cropping are. much more important.. Here land
productivity cannot be related to efficiency of smali farms
but to distress factors.

In sum, a region with surplus labour where family based
farms predominate, land productivity may be very high due to
intensive wuse of labour. If we look at the empirical data
about land productivity of various states there is ample
evidence of that.Per hectare average value*édded in Punjab
and Haryana in 1987-883 were Rs. 7058 and Rs. 5267
respectively.Compared to this average value added per hectare
in Kerala, West Bengal, Bihar and Assam were Rs, 9,417, Rs.
7600, Rs. 6,735 and Rs. 6653 respectively (Table XV). The
latter set of states are hardly known for agricultural
dynamism though partly high land productivity in Kerala and

Assam may be due to plantation. Unni mentions distress



o)

diversification due to higher agricultural productivity.
But, her distress diversifieation is related to use of
machines which displaces workers from - agriculture. It
fbllows that interpreting high correlation befween land.
productivity and non-farm employment as evidence in favour of
interlinkage hypothesis may not be gorrect. |

To sum up the discussion there seems to be weak demand
and production interlinkage between the agricultural and non-
agriqultural sector. Evidence in favour of distress
diversification seems strong. Another significant result is
that wurbanisation seems to have significant positive effect
on rural non-farm employment.

Vaidyanathan {19861 has a&also looked at Vchanges in
proportion of non-agricultural employment during the 78,s.
Almost &all factors which were expected to have an impact on
rural = non-agricultural employment had shown systematic
changes over the period under consideration. The rural
agricultural income, value—added per hectare, degree of
commereializatioh; level of urﬁanization. Unemployment rate
etc. hnad changed significantly. He, however, only found
positive significant assocliation between change in proportion
of rural non-farm employment and <change in person-day
unempirovment rate. This again strengthens evidence in favour

»

of distress diversification.
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Conclu510h

1} There is sgignificant positive asscciation betweeﬁ
land productivity ' and non-agricultural emnployment.
This may be due to strong demand and, supply
interlinkages between farm and non-farm sector. But,
other evidence suggest that demand aad supply/
interlinkages between the two are weak. It seems more

likely that interlinkage between the two is due to

distress diversification.

2)7 The'association between non-farm rural .employment
and ineguality of operational noldings is not
conclusive.

3) There 1is no significant association between the
level 'bf rural income and non-farm rural employment
indicating weak demand interlinkage;

4} There is also no significant asscociation between
the degree of commercialization and non-farm rqral
employment indicating weak production interlinkage.

5) There is strong positive relationship between
current dally status unemployment rate and noa-farm
raral employment providing good evidence iﬁ support of
restdual sector nypothesis.

6) Other proxies for distress diversificatioun,
incidence o¢f poverty, rural landlessness ete, do not
show &ny significant assoclation with rural won-farm

emplovment.



Frame-work of Analvsis

The vreal gquestion that is to be answered is wnether
non-farm employment 1is related to a prosperous regional
agriculture or to the lack of oun-farm work—opportunities.
Broadly speaking, there are two dimensions to the growth of
non~agricultural activity in raral are’. The Gon~
agricultural sector may develop'in rural areas due to certain
facilitating processes. These proéesses may emanate from
either agriculture or outside it. The égriculture led growth
model suggests that a sustained rise 'in' farm-output and
incomes can act as a prime movef in initiaﬂing the
development of non-agricultural activities in rur&l areas. .
Other processes such as urbanisation and development of
infrastructure which emanate ocutside agriculture; <can &also
lead to the growth of non-agricultural activiﬁies' within
rural areas. Both, these processes lead to the shift of
rural workers to productive jobs in the aoa-agricultural
sector,

The second dimension to the growth of non-agricultural

activities in rural areas can be termed tdistress
diversification’ into anproductive or low-paid non-
agricultural jobs. This occurs when labour is not fully

absorbed in the agricultural sector and the non-agricultural
sector acts as & sponge for the excess labour. Huch a spill-

off of excess labour from the agricultural to the non-
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agricultural sector has been put forward as the residual
sector hypothesis. [Vaidyvanathan 1986]. This diversification
iz the result of inability of agriculture to further absorb
labvour and demographic pressure. Since, diversification
largely occurs to low and unproductive jobs the non-
agricultural wages are expected to be lower than  the
prevailiné wage rate or even velow 'subsisfence, which for

reasons discussed earlier may not come about.
Residual -Sector Hypothesis Reformulated

Given the excess labour situation, there should be
expansion in distress employment inm both the sectors
agricultural and non-agricultural. But, if there afe factors
operating in a sector which prvent or work-against in take of
further labour, the excess labour situation will be felt more
o the other sector. It is quite interesting to point out
that ‘movement in occupational structure away from
agriculture witnessed during thé 7¢’s and onwards has
. coincided with what is knowa as the"sécond phase of Green-
Revolution’ which 1is characterised by falling agutput
elasticity of employment in agriculture, increasing dominance
of labour-displacing mechanical technology over bio-logical
technology, fall in incidence of tenancy ete. All +these
'developments have impaired the ability of agriculture to
absorb more labour and led to reduction in disguised
unemployment, one of the indicators of excess labour

situation prevailing in agricultural sector. Under such
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situation when the ability of the urban sector to absorb more
labour is also limited, the excess of rural labour has no
other alternative but to turn to rural non-farm sector for
job opportunities and in case of insufficient productive
labour demand in rural nou-agricultural sector, distress
diversification may take place in the rural non-agricultural
-Bestor.

Here it will be in order %o briefly review the
developments within agricultural sector from the mid 79’s
onwards. During the 78°s and the 88’s, the rate of growth of
employment has fallen drastically. in rural areas and it has
been much below the rate of growth of rural labour force.
The rate of growth of employment in agriculture grew at the
average rate of 1.37 percent between 1972—?3 and 1987-838 but
only by .85 percent between 1983 and 1987-33 (table T
Vaidyanathan [1986] noted on the basis of NSS data for 1872-
73 and 1987—88, that the rate of growth of gmployment in
agriculture was much slower than the rate of growth output
indicating fall in output elasticity of employment in
agricalture. This falling output elasticity of employment is
also corrborated by the study made by Sheila Bhalla [1987]
with the help of cost of cultivation data for 1971-72 to
. 1883~-84, The falling tendency 1in output elasticity of
employment is attributed to growing complementarity between
biclogical aud labour-saving mechanical technologles. The
other cause may be fall in peasaat production and rise in
wage-labour based production. The csbserved inverse

relationship between farm—-size and land productivity and
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labour intensity is attributed to particular type of
production—peésant production {(Patnaik 1979] and with the
decline 1in peasant production it was exéected to decline .as
well., Very high 1ab§ur—intensity of small farms was one of
the causes of over - all high 1abour intensity of agriculture
and it is here that most of the excess rural labour found
jobs as disguised unemployed. Thefe is evidence that such
inverse relationship is disappearing {(Rakesh Basant 1837)
Vaidynathan [19868] has found that the rate of growth of
labour absorption per hectare has turned ﬁegative and &l180
that the propdrtion of wage-labour has risen in every state
except Kerala and Maharastrsa. Iin Kerala, however, the
proportion of wage labour was already more than 50% even in
the 7€°s. While faster pace of caplitalist Tfarming heas
contributed to the growth of wage labour in tehnoclogically
leading states like Punjab and Haryana, demograpvhic pressures -

1,

and fast declinihg land-man ratios have increased the
proportion of wage labour in technologically lagging states.
Sheila Bhalla -(1887) hés noted one another significant
development in technologically leading states in her study
namely that of an increasingly larger proportion of unpaid
workers from small cultivators families joining the rank of
agricultural labour where they are better paid.

The introduction of wvarious components of New
‘Technology has also been marked by an increase in the share

of hired labour relative to family labour. It implies +that

either +the employment of family labour does not inerease at



the same rate as hired labour or it falls while the hired
labour employment continues to increase.

Pasgupta {1977’a, 1977 bl after anélysing the data of
AERC village found that_adoption of HYY has led to fall in
the labour-force participation rate of the village. This is
largely because of the pronounced emphasis on hired labour in
HYV cultivation and the withdrawal of intermittent family
workers like womern {largely for social feasons) and children
and educated adults with-lucfative job opportunitiesloutside.
He found that while the amount of work in terms of labour-
days had increased such work was now belng performed by &
sﬁaller- number of hired workers. Thus new technology 1is
éignificantly associated with an increase in employment of
‘hired labour. | |

The second phase of Green BRevolution is also associated
with growing landlessness [Parthasarthy 19911. The totally
landless. showed. an increase from 9;64 percent of rural
hoﬁseholds in 1971-72 to 11,33‘perceht in 1982 muggesting the
agssociation of advanced technology with growing landlessness
at least in technologically leading staes. In
technologically lagging states it may be largely due 1o
demographic pressure. The coefficient of concentration of
operational holdings show continuocusly rising trehd
[Parthasarthy 199137 from .58 in 1968-861 to .59 for 1971-72
énd further to .63 in 1982. The rise is much more
perceptible during the second phase of Green Revolution.
Also, there is evidence of rising share in the operated area

of the top 1 percent of the holdings and a sharp fall in
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percentage share of Dbottom 68 percent. This trend was
sbserved both in technologically leading as well as lagging
states. This must be swellinglthé ranks of agricultural
labour. .

Another notable feature of new developments is
declining incidence of'tenancy in agriculture. There has
been significant decline in the éggfegate tenancy during the
7%’s when the lease mafket shrank in all the states (Swamy
1988). Corresponding to the decline in the percemtage leased
in to operated area, the tenant households as a percentage of
the cultivating households declined from around oné~foarth of
the total to 17.78 percent.

Thus the second phase of the Green Revolution is marked
by decreased access to land through the lease market for: the
small farmers. The changes in the lease market associated
with Green Revolution has contributed +to the growing
proletariat ## class (Parthsarthy 1991). This is largely due
to resumption of land for self-cultivation, growing
competition from the middle farmers for leased land etc.

Now the gquestion is why HYV is going hand in hand with
a falling elasticity of employment with respect to output in
labour surplus country like India. One reason may be as
Ishikawa [1981] has argued that a ‘late comer country’ 1is
likely to adopt labour-saving technology much more gquickly if
that technology is already developed as it wmay constitute
the cheapest yield-increasing input combination available.
As such, the ‘late comers’ are likely to peak at much lower

levels of labour absorption.



A
ce

The second cause may ‘be rising aspirations of
agricultural lasbour and growing conflict befween agricultural
labours and landlordg leading to as Hayvami (as guoted in
Sheila Bhallé {19871) puts it increase in ‘lébcur—transaction
cost’., Weakening social institutions like caste system which
worked az an efficient meohanism of supplying docile and
reliable labour, growing agrarian'conflicts and increased
labour demand from irrigation and new technology might induce
maechanisation without cre&ting much employment opportunities.

Other facilitating factors have  been government
policies like providing open or hidden subsidy for fertiliser
uge, electricity cheap credit for bﬁying tractors etc.,
massive expansion in credit and traansport and communication
intrastructure ete.

To sum up, the second phase of Green Revolution has
been marked by falling labour absorptive capacity of
aggriculture, rising landlessness, falling incidence of
tenancy and rising wage-based production. The problem is
further compounded by the fact, as noted earlier, that though
there 1is5 a rise in the proportion of cultivator households
hiring labour, greater proporﬁion of agricultural labour is
being hired only during peak periods. Thus, &an even greater
proportion of agricultural labour has 1o look for non-farm
Jjobs during off-season. Given, this situation, - rural non-
farm sector has to play host to larger proportion of rural

labour force,
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Now, the question is where excess rural labour may be
finding work in rural nom-agricultural sector. Firstly, &S
discussed earlier a part of the excess labour work—fofce may
be Joining non-farm activities as a seif*employed or unpaid
family worker and thus turning into disgulised unemployed from
openly unemployed. This may be more true for backward states
like Bihar, U.P. Madhya Pradesh etc. There are a 1lot of
scope of disguised unemployment in rural non-farm activities.
According to 32nd round (1977-73) self—employed households
constituted over 95 perceat of the total rural non-farm
workers in wost of the states. Also around 2/3rd of the
household WOrRers engaged in rural activities were
principally dependent on it. Papola [1987] after surveying
rural industrial units in Ballia and Mujafernagar districts
in U.P. found that 55 percent units in Ballia and 76 percent
in Muzafarnagar district used no hired labour. Also, the
units which hired lavour, hired labour mostly on part time
basis. He alo found, that most rural industrial enterprises
were carried out as a means of family subsistence rather than
business, uze primarily unpaid household labour and had very
small size of production and low productivity and income per
worker engaged in them.

& part of excess rural labour may be f%ﬁding jobs  in
activities like comstruction. Counstruction is an activity
which is highly labour intensive and generally coustruction
activities pick up in off-season particularly in rural areas.
As noted earlier, data shows that expansion in rural non-

aericultural activities is largely accounted for expansion in
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employment in constructional activities.
The wmovement of excess labour towards rural non-~

agricultural sector should have depressing effect on rural

O

non-agricultural wages. But, this does not happen due t
reasons discussed earlier. The reasons beiung excess labour
situation is faced by both agricultural and non-agricultural
sectors and a part of'agficulturalllabour a2ls0o WOrKS &8 non-
agricultural labour during off-seasons, non-agricultural work
may involve mobility and also social factors may be
responsible for it.

Rarlier in the vfirst chapter we have noted an
apparentlf anomalous feature, participation in non-
agricultural’ activities being inversely related to size of
land-holding of the rural household, but non-agricultural
raral hou5eholds on average are vetter off compared to
agricultural households even though land is the main income-
generating asset in rural areas. First of all it may be due
to higher non-agriculitural wages. S0, a non*aéricultural
housetiold will have higher income compared to an agricultural
household if the members of households are equal 1in number
and they get empioyment for equal number of days. Secondly,
if non-agricultural activity is of residual nature and if
surplus member of a rural households works for'off~farm jobs
then the income earned by that member will add to overall
income of that household and that household’s income will
e greater compared to a rural household whose surplus member

does not go for off-farm work. such rural househods may be
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classified a5  non-agricultural household if major part of
their income came from non-agricaltural source. Joining of
non-agricultural activity by the surplus member of the
household does not reduce agricultural income of that
househoid because the surplus member was not contributing
anything earlier. Also we have seen that a major part of
agricultural labour is employed only during peak peirod. A
part of agricultureél labour may be working for off-farm
j&bs duiing their off-period. The income  of such
agriéultural labour is likely to be higher than the income
of agricultural labour who do not look for off-farm Jjobs
during the period they remain unemployed. Because of all
" these reasons, it is not surprising that non-agricultural
households are on average better—-off than the agricultural

households.
Empirical Results

Systematic statistical analysis is necessary to probe
the source of regional variationms in the non-farm sector and
o determine whether the growth of this sector represents
inevitable structural changes accompanying economic
development or greater pauperization of the rural economy to
which we now turn. The method of linear regressién analysis
has been used to analyse the determinants of rural male non-
agricultural employment. The variables used are related to
factors which facilitate non-agricultural activities or to
distress diversification. A static investigation of the

relative magnitude of non-farm employment will precede the
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dynamic examination of the grbwth of this sector.
Level to Level Analysis:

Per-capita rural income and per worker income in
agriculture for 1987-33 have UbDeen used as a proxy for
consumption interlinkage between agricﬁltufal ang¢ rural non-
aéricultural sectors. The expected strong relationship
between the proxies and proportion of maie non-farm workers
in total zrural labour force (43rd round 1987-88) 1is not
substantiated luplyiang weak consunption inter-linkage.
Another proxy for rural consumption, the share of non-
foodgrain items in toial rural consumption expenditure (1987~
88) also does not show any significant relationship with the
non-farm rural employment (1987-335. Theée results broadly
conform to the results of earlier studies.

To test the effect of degree of inequality in  income

and wealth on rural non-farm employment, Gini Coeficient of

operational holdings of land (Agricultural census 1984-85)

 has been used as & proxy for degree of inequality. They are

found to be positively but imnsignificantly associated. This
is contrary to¢ earlier results which had found strong
assoctation between the two.

The local production interlinkage has been sought to be
captured LY average value added in agriculture per hectare
(1935-86). The association 18 found to be positive Tbut

insignificant. This seems to suggest that regioms with high

average land productivity do not necessarily feature a larger
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relative size éf-@on-farm sector. Thisz result 15 in contrast
to fesults obtalined by other studies (Dev, Unni ete) who find
significant and positive relationship bétween the two. We
will comment on this later.

The proxy for commercialistion - proportion of
cultivated area under non-food grains to total cultivated
area (1987-88) shows positive and somewhat signifioant (R2 =
LA48) aasocliation with rural male non-agricultural employment.
Nohetheless, the abové two results téken together indicate
weak production interlinkage between agricultural and uaon-
agricultural sectors.

None of the proxies Auséd for outside factors
urbanisation level (1981), CMIE index of infrastructural
development (1987-88), BSeventh five year plan per’' capita
expenditure (1986-87) gives anybsignificant result.

The proxy for educational level uwsed - percentage of
educated among rural malevworkers (1987—38) shows significant
and positive association with rural méle non~farm employment.
This may be due to the well;known fact that educated people

-generally prefer regular highly paid non-agricaltural Jjobs.
Alternatively, to the extent it acts as & proxy for
infrastructural facilities, expansion in rural male non-farm
émployment 'ﬁay’ be due to gxpansion in infrastructure
facilitating non-farm activities. But, the first cause seens
more plausible as we have seen that there is insignificant
association between infrastructural developmént and rural
non-farm employment.

Regarding distress factors none of the proxies except
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for current daily unemplqyment rate (NS5 43rd round 1987-88}
shows siganificant association with the rural non-farm
employment, The incidence of poverty (Head -count ratio
1937-38; is fouad to be negati#ely though insignificantly
associated with non-farm vemployment. The negative
relationsnip may ve due to lack of demand} and absence of
infrastructural facilities'@n the region with high incidence
of poverty. o

The current daily unemployment  rate shows significant
and strong positive association with the rural non-farm
employment (R2 - .88). To further test the assocliation
bétwegn unemployment rate and non-farm rural employment a non
linesar regression has been fitted. There are a8t rong
theoretical reasons for viswualising non-linear relationship
between the two. Firstly, linear association lmplies that
non-agricultural employvment increases constantly and finally
entire rgral labour-force may be emploved in non-dgricultural
activities at some very high level of unemployment. But, it
clearly 'seems unealistic. in rural areas, sgriculture will
continue 1o provide employment to certain wminimum but &
sizeable proportion of rural labour force which acts &as &
bound on the proportioﬁ of lavour force emploved in non-
aericultural . activities. secondly, in case of high
unemployment, labour-force may not always turn to rural non-
agricultural activities. It may consider the option of
migrating, withdrawing from the labour force itself in face

of acute scarcity of emplovment, joining ou-farmm operations
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g8 disguised employved étc. In suwch a situation, 'linear
relationship between unemployment rate and rural non-farm
employment seems less plausible.

The following non-linear relationship between
proportion of unon-agricultural rural male employment and
pefson day unemployment rate has been visualised.

Yy = A - Be TXY ... (1)

Xy ——-> , T4 —-—-> Al}.
where Y4 = proportion of non-agricaltural employment at  time
{t).

X+ = unemployment rate at time (t}.

f’
dyy, - . acv _
i B ReTEY g Lo = f BeTTEY g (2
dxy ax“

At .is the maximam vélue of proporticon of @ non-
agricultural rural employment, (2) shows that the rate of
change of non-agricultural employvment with res?ect to
unemployment rate is positive but the rate of rate of change
in non-agricultural employment ‘declines with higher level of
vaemployment rate. This implies that as proportion of non-
agricultural emplovment approaches the bound, rate of change
in non-agricultural employment declerates.

Taking the log of eauation (1) we can rewrite it as

Log (A-Yy) = log B - zx¢ ... (33

For dynamic analysis following equation has been used:
log (A-Y¢} - log (A-Yg-1) = - rDxy ..... {(4)
where DX = Xt -X¢-1

[Equation (4} can be derived from equation (1} as follows:
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Taking log we have

log- (A - Yy - log (A - Ygo1) = -v{xy -Xg-1).

In equation (3), the value of A’ is taken to be 5@,
B 18 taken because among a numper of values tested it gives
the best fit. Given A = 58, we can say that at most half of
the rural 1abour—foree.can counstitute non-agricultural wWork-
force. For this equation goodness of it iacreases to (.38).

The above results show that the demand and production
interlinkage between agricultural aad rural anon-agricultural
sectors are weak. This may be due to a number of reasous.
Firstly, due to inequality of income only a small part of the
peasantry has cash nexus with non-agricultural sector. As a
result only a sumaller part of total agricultural income 1§
spent on non-agricultural goods. Also large farmers tend +to

demand goods which are prodaced in urban areas. Secondly,
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New Agricultural Technology uses modern 1nputs like HYV,
fertilisers, traétoré which are produced in urban areas in
place of locally produced good and services. Finally, the
rich farmers have failed to invest their surpl&s in  rural
non-agricultural activities largely because the outlets are
seen to be few and precarious (Earthasarthy, 1991;. This is
largely becaﬁse the entry point, mainly & small firm, does
not seem very attractive inm terms of profit rate.

Earlier we have seen that strong association between
land 'productivity and rural noa-farm agriculture wmway ve due
to strong association .between land productivity and
unemployment rate. Incidéntally, we have found insignificant
association vetween land productivity and unemployment rate
which is ia contrast to the findings of other studies (Dev,
1989, Unni 1991 etc.); Though there are some very good
reasons {(as discussed earlier)'for strong association between
the two, there are egually good reasons for not much strong
association between the two. Firstly, +the high rauad
productivity may be due to either intensive use of labour or
wodern farming., In the first case due to high incidenqe of
disguised unemployment in agriculture, there may be less open
unenployment. On the other hand, if there is highly unequal
distribution of land or higher incidence of casualisation,
unemployment rate is-likely to be high. In the second case,
where higher produétivity is due to use of modern methods of
farming labour absorption within the agriculture may be
higher or lower depending on whether land augmenting or

labour displacing techaniques dominate. Also, depending upon
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the strength of demand and supply inteflinkages, rufal non-
farm activities may absorb higher or 1owéf number of workers.
It implies that region with high land - productivity maybhe
associated with higher or lower uanemployvment rate.

The regions with low land-productivity may &also have
higher. or lower unemployment rate. In such regions,
agricultural sector may not be offering much employment
opportunities and also rural noa-farm activities may not be
developed due to backwardness éf agricalture., In this case,
unemployment rate is likely to be higher. On the other hand,
in such regions acute scarcity of employment opportunities
may lead to withdrawal of workers from the labour force or
migration of labour. In such case, unemployment rate in  the
region with low land productivity may be low. In sum, there
are number of reasons for weak association between land-
productivity and unemployment rate.

The outside factors like uwrbanisation, governument
expeaditure and iafrastructural development do not seeﬁ to
have much impact on rural acn-agricultural employment. This
may be due to a variety of reasons. Firstly, these factors
may be facilitating the growth of ﬁon—traditional non-farm
sector and retarding the growth of traditional sector.
Secondly, 1level of wurbanisation is low in India, only 25
percent of people 1live in urban &areas. Also, rate of
urbanisation is also very slow. Similarly, level of
infrastructural development and government expenditufé is not

50 high as to have any appreciable impact on rural non-farm
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sector.
!

Turning to strong association between unemployment rate
and uaon-agricultural rurai male employment; it maybe due to
rising level of disgulsed unemployment.in _traditiona nor-
agricuitural sector and unemployment and disguised
unemployment 1is positively correlated. This increasing
disguised unempieyment in traditional non-farm sector may be
due to spill-over of disguised unemplovment in agriculture.
We have seen that the second phase of Green Revolution has
been marked by falling labour absorptive capacity  of
agriculture, rising landlessness, falling incidence of
tenancy and . rising ﬁage~based production. In addition,
increasingly greater part of agricultural labour 15 being
hired only for peak periods. . Given this situatidn,
increasingl& vlarger part of rural labour force has to seek
non-farm Jobs which may be the cause of strong association

between unemployment rate and rural male non-farm employment.



70

Peterminants of Rural Male Non-Agricultural Emplovment

{A) Bevendent Yariable: FProportion of non-Tarm

among total rural male workers (1987-88)

Independent Variazbles Constant 3

1. Rural Iacome 26.33 @ .80

2. Value addition per worker 25.48 .20
in Agriculture & Allied :

Activities.

3. Gini-Coefficient of Opera- 21.36 19.23
tional holdings. ‘

4. Bhare of Non-foodgrain items EG,éB 14.197
in total Rural Consumption '
Expeaditure.

5. Average value addition per 18.23 ©.001
hectare in Agriculture. ' '

6. Share of Non-Foodgrain in 19.45 2.275
Total Agricultural output. '

7. CMIE Index of Infrastructural 17.29 g.291
Development.

3. Percentage of Literate Among 14.38 1.28
Rural Male workers.

9. Urbanisation Level 24.04 3.15

12. Seventh Five Year Plan per 20.39 a.087
capita Expenditure at State
Level. :

11. Aammal State level per 25.36 @.2a1
capita Expenditure.

12. Current Daily Rural Male 18.42 “1.74
Jnemployment Rate (linear)

13. Non Linear 3.71 .13

14. Head - count Ratio 35.23 ~Z.16

15. Percentage of Casual Labour 24.53 .18

Among Rural Male Labour Force.

warkers

2.239

.46
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(3> Degenﬁent ariable - Land -Productivity per hectare.
(0} Igdependeat Variable

{1} Current Daily Unemployment 3285.89 335.18 @.359
Rate.

Dynamic Analysis.

The foregoing exercise was  aimed at ihvestigating
influences bearing upon thse level or share} of male non-
agricultural employment in total rural male employment. We
now turn to the task of attempting to explain the changes
that occured in such employment over the eleven year period
from 1977-78 té 1987-88. The method used for dynamice
exercise in also that of linear regfeésion.

Almost all.factors wnich are expected to have impact
on rural non-agricultural employment have shown systematic
changes over the period under consideration. The rural
agricultural income, value-added per hectare, degree of
commercialization, level of urbanization, educational level,
unempléyment rate etc. everything, has chaaged
significantly. It is worth&hile examining their dynamic

effect on rural male non-agricultural employment
Empirical Results

{4) Depengdent ¥Yarisble - Change in proportion of rural male
nou-agricultural employment in total male rural labour force

between 1883 and 1887-83.



Independent Variables

(i) Agricultural Growth Rate over 30’s

(ii) Change in educational level among rural male workers
Letween 1983 and 1987-38.

(1ii) Change in the incidence of poverty between 1983 and
1987-88.

(i&} Change in Urbanisation level between two censuses 1931
and.1991.

{v) Net migration rate over the decade 1831-91.

{vi} Change in Current daily rural male unemployment rate
Jbetween 1933 and 1937-33.

{(vii) Anmual rate of growth of non-farm non-organised sector

{B) Dependent Variable:

Change in broportion of rural non-agricultural male
workers in_total male rural labour force between 1877-Y8 and
1987-38.

Independent Variables

(i}  Agricultural growth rate over 390°s.

(ii) Change in Urbanisation level between two censuses 1981
and 1991. |

(iii) Net migration rate over the decade 1981-91.

(iv) Change in curreat rural male unemployment rate between
1977-78 and 1987-88.

Howe of +the variavles shows significaat assocliation
with the change in non-farm rural male employment. There 1is

insiguificant association between agricultural growth rate
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and change in rural non-farm male employment because of weak
demand and supply interlinkage between the two sectors for
the reasons discussed earlier. The changes in urbanisation
level and net migratioh' rate have negative though
insignificant asscciation with the non-farm rural male
employment; The unegative association between change in
urbanization level and non-farm rural male employment may be
due to greater penetration of urban goods to rural market and
rural rich turning away from locally produced goods and
services to urban goods and services. On the other harnd
negative association between migration rate and rual mwmale
non-farm enployment suggests that they are competing
aiternatives. Though, education level and rural Vnon—farm
male employment, as seen earlier, have significant positive
association, change in education level has insignificant
association with chaage in rural malie non-farm employment.
It may be due to the fact that educated workers want to Jjoin
non-traditional highly priced and.high productivity uwnon-farm
activitiés, but as far work-force is concerned (largely due
to distress factors) it is expanding wmore in traditional non-
farm sub-sector wnich educated people shun. Changes in non-
farm rural male employment also seems to have iusignificant
association with the annual rate of growth of non-farm non-
organised sector. The growing economy is 1likely +to have
larger urban component. Thiz component may not be growing
fast enough to absorb increasing urbvan labour force let alone

increasing rural labour force. Similarly, rural component
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may not be growing fast encugh. The problem is further
compounded by thne fact that most dynémic part bf‘rural non-
organised sector 1is likeiy to be non-traditional sector with
relatively less potential of additional = employment
generation, Finally, we do not find »ény gignificant
association betkeen the change in current daily rural male
unenployment rate and change in rural male non-farm
employment despite the fact that there is very strong level
to level association between the two. This may be due 1o
following reasons. Firstly, structaral changes are long-
term process and they came about slowly. The changes may not
get reflected in short-period. This may ve the reason for
despite getting high level to level association between
unemp Ltoyment rate and rural non-farm employment, no
significant association is found between change in
unemploymert rate and change in rural non-farm employment.
This proposition seems plausible because we find that in non-
linear case the degree of significance of association between
change in current daily raral male uaemployment rate and
change in praportidn of rural male non-farm employment
incresses as the pgriod‘over whnich -change is considered 'is
increased (in case of change between 1983 and 1987-38) R- =
©.181 while in case of change between 1977-78 and 1987-88 RL'
increases to ©.362. SBecondly, additional labour force unable
to find employvment in rural areas may be migrating. We have

geent that wmigration and rural non-farm employment - are

competing alternatives.



Determinants Non-Agricultural Employment (Dynamic Analvsis)
{4} Dependent Variable: Change in the proportion of rural

non-farm male employment between 1983 and 1887-38.

Independent Variables Constant 5] R

1. Agricultural Growth Rate 3.76  2.981  2.004

2. Change in Educatiénal Level ~@.17 1.99 2.137

3. Chahge in Urbanisation Level 4.587 ?@.26 2.9

4. Change in Non-Organised non- 2.20 .48 g.132
farm sector state level GDP.

5. Change in Incidence of Poverty 5.29 -@.71 2.330

6. Net Migration Rate 453  -p.24 2.009

7. Change in Current Daily 5,40 .48 2.144
Rural male Unemployment
(1983-1937/88) (linear)

3. Non-linear -, 28 .23 g.131

{8} IDependent Yarisbles - Change 1in rural male non-

agricultural employment betwesn 1977-73 and 18937-88.

Independent Variable Constant 3 R

1. Agricultural Growth Rate 5.91  @.68  0.06
2. Change in Urbanisation level 7.30 .21 2.2085

3. Net Migration Rate 8.25 . -@.53 ©0.04

4. Change in Current Rural Male 6.69 @, 84 Z.982

unemployment Rate Between
1977-78 and 1987-88 (linear)

5. Non-linear -3.26 Z.84 &.362



Lonclusion

1.

2.

on

There seems .to be weak demand and prqduction
interlinkages between agricultural and rural non-
farm sectors.

The outside factors do not seem to have much
impact on rural nom-agricultural employment.

There seems +to be strong positive associatiodn

 petwesn educational level and rural non-—

agricultural male employment.

UDnemployment  rate seems to have strong positive

2

assocration wit

4

h rural wmale non-agricultural
employment supporting distress di#ersification
hypothesis.

Other proxies for diatress divefsification do not
have significant assoctation with rural o -
agricultural male employment.

None of the variables used to capture dynamic
impact on rural non-agricultural employment‘ give
significant result not éven changs in wnemployment
rate even though there is strong level to level
positive association between unemployment rate and

rural non-agricualtural male emplovment.



Concluding Remarks

Looking at the results obtained it seems that
‘interlinkages  hypothesis’ and thus *Agricultural - led
Development model’ gets refuted and the ‘residual sector
hypothesis’ is more applicable in Indian case. But, arriving
at such conclusion will be too hasty. *Agricultural led
Development -médél’ iz concerned with agricultural &and = non-
agricultural sector in general (Urban'and well  as fufal),
>The weak  demand and production interlinkage  between
agricalture and rural non-agricalture sectors does not
indicate weakened inteflinkages hetween agriculture and non-
farm sector too. To the>contrary,'given the urban bias in
cousumption of  rural rich and wmost inputs of medern
agriculture coming from the units located in urban areas,
ﬁhere 153 good possibility of-strong interlinkages between the
later too.

In fact when we talk of such iaterlinkage we should
divide = rural non~fafm sector into two sub-sectors -
traditional and wnoa-traditional. Both may have different
kinds of interlinkagesl with the ‘agricuLtural and urban
sectors and aay change in them or ecouomic development 1iu
general is likely to have different types of impact on these
two sectors, '

The +traditiocnal sector 1is characterized by usé of

unpald family labour, small-size, low capital baze, use of

~-

primitive technology and catering to local counsumption needs

and small production reguirements of agriculture. such
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activities ' are' closely integrated -~ with traditional
agriculture. Advent of new technologies in agriculture and
rising rural income particularly in case of high inequality
are likely to affect this sector adversely due to following
reasons. Firstly; their technology and size of operation are
generally not capabtle of coping with the changing character
of volﬁme of the manufacturing of inputs and processing of
agricultural pfoduce. Secondly, they are unable to cope with
incieésing competition of urban goods. Finally, goods and
services produced by them being inferior in nature, they are
less patronized by rural rich.

On the other hand, aew non-traditional sector is likely
“to have strong demand interlinkage with agricultural and
urban sector. Eanterprisgses in this.sector exhibit following
traits, enterprises run on more or less stable basis with an
eye on surplus generatlion and growth, using primarily hired
labour an& a certain degree of techmological sophistication.
In short, this sub-sector is more geared to unew type of
agricuiture and it is this sector ﬁhich is likeiy to flourish
with the growtlhh of  agriculture. This implies that
agricultural growth at one hand weakens its interlinkages
with traditional sector but on the other hand strengthens the
interlinkage with other sub-sector and since traditional non-
agricultural sector 1is much larger than the new non -
traditional non-agricultural sector, it is not surprisiug
that agriculture over all shows weak interlinkage with rural

non-agricultural sector. Bome studies on Punjab have found
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stroag demand and supply interlinkage between agriculiure

5]

and rural noun-farm sector. But, these studies by no mean
contradict the results obtained. In Punjab, which is
agriculturally the most dynamic region of the country, non-
traditional sector may be growing so fast that it may be more
than compensating for any reduction in traditional non-farm
sector. But, this is certalnly not the case with wmost of
India.

To sum up, a dual structure seems to have emerged in
rural non-agricultural sector itself. This duality has made
any comprehensive study of regional variations in non-farm
aud residual sector hypothesis guite complex. One wili have
to adopt a dual sector approach. Interliukage hypothesis 1is
likely to Dbe true for non-traditional sub-sector of rural
aon-farm activities while residual sector hypothesis and
‘inferior goods hypothesis’ may be more appropriate for
traditional non-farm sector. Bince traditional sector in
India is much larger than the non-traditionzl sector at least
as far as employment is concerned, it results 1ia over-all
strong association between unemployment rate and rural non-—
agricultural sector.

The weak overall interlinkage between farm and rural
non-farm sector has a number of implications: -

Firstly, rural anou-agricultural sector may have 1o be
developed independently of agricultural sector.

Becondly, less labour-intensity of dynamic non-traditioasl
non-farm sector raises doubts against the efficacy of the

non-farm sector to productively employ additional labour.
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Traditional sector is iaWeady:saddled with large unumber of
disguised unemployed. Additionmal labour-absorption within
this sub-sector will be only due to the fact that labour-
force unable to find employment-elsewhere joins it. One way
out is to try to expand traditional sub-sector which may

involve chaange of product mix, technigues of production,

3,

infusion of new capital etc. with consequent adverse eaffect
onn employmeat at least in the short-run. This raises the
ticklish problem of determining appropriate trade-off bhetween
employment and new techmology in traditioﬂalbﬁector to  wmake

it more productive and at the same time retain employment 1o
thelmaximdm extent. |

| Fipally, uaew avenues of employmeﬁt are needed to be
explored within the agriculture_seotor itself, so that ousted
diéguised family labour is absorbed within the zgricultural
sector itself. The allied activities like fishery, dairy,
Canimal husbandary ete. offer vast vet untapped enployment
opportunities. Urgent steps are needed to develop this
agricultural sub-sector to reduce distress - diversification

if not to completely eliminate it.
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Table 1
Years
Seotor | 19w-;1  isteri  1see-eL | 198788
Primgry Sector 58.3 4?.8 41.2 34.2
vecondary Sector 15.1 21.2 23.8 26. 3
Tertiary Secto? 26.6 31.2 35.8 39.7

Source: National Account Statistices (199¢) and New HSeries on
National Account Statistices (193@2-81 to 1885-886) Feb. 1938.

Table II

Occupational Classification of Workers 19£81-1981.

Years
Sector 1981 1921 1951 1961 1971 1981
Primary Sector 71.7 76  72.1  71.8 72.1 63.8
Secondary 12.8 19.5 12.7 i2.2 11.2 13.5
Sector :
Tertiary 15.7 13.5 17.2 16.9 18.7 17.7

Source: Campiled from CMIE, Basic Statistics Relating 1o the

indian Economy, Vol. I, All India, August 1983.
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Table IIX

State-wise Rural Non Agricultural Male Employment:

States 32nd Round 38th Round 43rd Round D D D
1977-78 1983 1987-88 38th 43rd Total
- -32th -38th
gndhrs T
Pradesh 19.7 25.6 25.9 5.9 8.3 6.2
Bihar 16.9 18.7 2.9 1.8 1.7 3.1
Gujrat 15.6 21.1 31.4 5.5 12.7 13.38
Harvana 22.5 27.8 28.1 5.3 1.3 6.6
H.P. 22.6 22.9 31.3 2.3 3.4 8.7
Karnatka 16.8 13.4 20.4 1.6 2.9 3.8
Kerala 4.3 42.2 45.8 1.4 2.6 5.9
M.P. 12.8 12.8 14.7 2.9 1.9 3.9
Manarashtra 19.86 2.4 24.2 %.8 3.8 4.6
Orissa 15.4 21.8 25.8 6.4 3.3 10.4
Punjab 22.2 22.5 31.2 2.3 3.7 9.2
Rajasthan 17.5 19.9 34.8 1.5 13.8 17.3
Tamil Nadu 26.1 31.1 34.8 5.0 3.7 8.7
Uttar 18.8 21.3 21.1 1.5 ~-2.2 1.3
Pradesh
West Bengal 22.3 26.9 27.8 4.6 2.9 5.5
All India  19.5 22.4 24.5 2.9 2.1 5

All India 16.7 13.86 28.5 - 1.9 1.9 3.8
All Workers '

Sarvekshana —~ Sept. 19888, Oct. 1838, Apirl 1831.

D = Change between two periods,



Table IV

The Distribution of Rural Non-Agricultural Households by

Industry:
States Agrt. Mintag Manu . Elec. Cons- Trade Trans-~ Sérvices Others:
. & Gas & truction port :
Quarrylog Water ‘
Andnra 31 .10 ss 1 25 s3 2 14 51
Pradesh A : )
Bihar 759 10 47 1 21 5@ 17 44 S5t
Gujrat 6554 8 33 2 95 34 24 71 3t
Haryana 647 5 76 7 37 56 20 33 63
H.P. ms 1 56 10 33 22 12 . 30 27
Karnatka 754 13 - 68 2 13 . 47 12 .53 33
Kerala 553 15' 103 4 49 101 47 193 19
M.P. 333 3 47 3 13 23 8 45 17
Maharashtra 733 2 66 5 33 40 15 687 38
Orisisn 99 14 65 5 41 52 10 73 42
Pun 3ab 640 - 34 14 19 50 41 77 48
Rajasthan 593 24 7 4 164 35 19 54 33
Tamil Nadu 630 7 120 4 30 62 - 2 79 'Y
J.P. 675 1 65 1 28 37 14 53 ‘ ]
Wl Beagal B65 5 90 1 13 59 37 62 5
All ladia 07 7 71 3 37 49 20 67 33
All Workers ' i

Sarvekshana - Sept. 1990 - Statemeant 14.



84

Table V

Per 1800 Distribution of Rural Households and Populatiocn by
. Household type:

- Households!
Household . 1977-78 1883 1887-88
Type
S5e¢lf Emploved in :
Agriculture - 481 487 377
Non-Agriculture 1286 117 123
Total Self Emploved 567 524 588
Adgricultural Labour 299 307 i 337
Other Labour . 69 - 68 oo
Rural Labour ' 368 _ © 373 397
Other | 85 123 B V73
All 1220 10003 1000
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Table VI

: Self Employed Labour Other
State Agri. Non. Agri. Agri. Otner
Andhra 321 141 373 94 18
Fradesh
Bihar 398 129 328 61 91
Gujrat 348 81 323 157 91
Haryvana 4385 | 143 173 638 1286
H.P. 581 388 44 94 91
Karnatka 426 111 357 68 57
Kerala 239 164 323 183 139
M.P. 548 35 280 35 ' 5@
Maharashtra 332 ar 3856 75 33
Orissa J 380 145 319 65 | 39
Punjab 377 178 252 74 117
Rajasthau 489 138 113 198 62
Tamil Nada 250 144 387 132 37
U.P. . 585 129 176 43 60
West Bengal 343 179 332 63 - 44
All India 428 128 2283 34 81

Sarvekshna - BSept. 1999 Btatements 6.
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Table V11

Per 1000 distribution of hk by principal industry of the nhh for
each size class of land cultivated:

Stze Class of Land Agricultural Nou-Agricultural
Cultivated Hectare Sector Sector

1.1 - 2.98 3389 ' 119

2.01 - 4.90 924 76

4.21 & Above ' 943 5%
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Table VIII

Per 1000 distribuiion of h.h by h.hvtype'forreach size class of land

‘cultivated for Rural Areas:

Labour

Size Class of Self Employed . :
Land Cultivated Agri . Non~Agri. Sub. Agri. Other Sub Other
Hectare : ' Total Total

1.01 - 2.00 745 56 801 o119 32 151 48
2.01 - 4.00 352 e 893 46 19 64 43
4.01 & Above 894 31 925 25 16 41 34

Table IX
Per 1000 distribution of households by use of hired

crop.produqtion in rural India:

Use of hired Labour - » All Households
ool 1987-88 1883 ..
Regular 45 47
" During Peak seaéons only 196 140

Casual 191 123

No hired laboﬁf 283 319

No Crop producﬁion - 379 371

ar oo w0

e e e e e et e e e, e —— et ———

Sarvekshana - Sept. 1990. Table (15 R) Page 34.
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Table X

Per 10200 Distrib&tion of h.h. Monthly per-capita expenditure for

each principal h.h. Industry:

Household Monthly Agricultural Non~-Agricultural
per-capita expenditure

- 95 | 231 | 209
95 - 140 331 | 314
149 - 215 269 - 277
215 & Above | 162 | 281

Sarvekshana September 1998. Table (6) page 5-27.
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Table XI

Per lﬂﬂz.distribution of h.h.'Monthly per-capita expenditure for
each principal hih. Industry:

M e e G i s e e e Ma e e e mm hee = o e S e tim e e oo s The vm e See s ma s e wmm S A s i iy e s i s e A e

Househiold Monthly Self Eunployed Labaour '

‘per-capita expendi- Agri. Non-~&gri.  Sub Total Agri. Other Sub Total Other
ture : ' Lab. Lab.

~ 95 272 36 353 434 97 531 59
95 - 149 366 121 433 357 33 445 65
149~ 215 422 143 565 244 92 337 97
215 - & Above 445 138 532 117 31 133 219

Sarvekshana - September 1990. Table'(l R) -page 5-13.
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Table XI1IX
Per 10028 dist. of verson of Age 15 Years and above by general
Education for Rural‘Areasr

Household Type Not Literate Literates
Self Employed in | 582 413
Agriculture

Non-Agricultural 521‘ 479
Sub Total  ses a3
Agricultural Labour 766 234
Other Labour 638 ' 362
Sub Total . L 264

Sarvekshana - Sept. 1888. Table (33 R) page 5-96.
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Table X111 (a)
Average wage/Salary sarued per day by Regular/Salaried REmployees
in Rural Area:

Industry Division. - Average of earning regular salaried
people.
Agriculture (@) | 14.58
Mining & Quarrying (I) 38.79
Manufacture (2} | C22.77
Manufacture (3) ’ 28.69
Elec., Gas,& Water (4) : 38.;8
Construction (5) \ 31.58
Trade (6) 17.98
Transport & Communication (7} 32.@8
Services . {3} 46.25
Services (9): 38.54

Sarvekshana - Sept. 1992, Table (28) -~ page 5-34
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Table XIII (b)
Average wage earning per day received bymale casual wage

labourers in 15-59 age group ia rural areas.

[

Industry Division Average of earning regular

salaried People.

Manual Work in Cultivation 1£.82
Manual work in other Agricultural 13.46
activities
Non~-manual work in cultivation 15.486
Marnwal work in non~agricultural 15.869
activities
Non-Manual work in agricultural 15.386
activities

Servekshana - Sept. 1898, Table (81 R} - page 5-352
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Table X1V

Determinants of Non-Agricultural Rural Msle Employment:

State NAN R.1 PW5SI PAVA NFG NFE E.L J.R CMIE  GPCE %éé"‘ébﬁén‘igéé ------ &i_—‘_&é
____________________________________________________________________________ ;...-»_-_._m-:. JE R
AP 25.9 1471~ 1@93 5159 ° 34.18 .52 3.4 26.84 1@3 747 719 4.9 31.% 38.1 .18
Bihar 22.0 1156 1060 6735 9.7¢ . .37 3.3 13.17 93 49z 626 3.7 66.26 35.2 .22
Gujrat 31,4 1474 1306 3148 62.10 .47 . 11.9 3440 132 1657 1435 4.7  41.97 19.3 48
Haryansa 29.1 2952 3363 . 5267 26.98 . .50 17.4°  24.29 143 1129 1871 . 8.2 23.17 22.% 39
H.P. 31.3 1178 N.A. 4303 9.130 NLoA 9.3 3.76¢ a4 1669 2100 . 4.1 24.75 3.9 17
Karnatks  20.4 1797 1493 - 4014  33.52 .53 9.1 38.91 98 331 799 2.5 42.29 36.8 3e
Kerala 495.3 1396 1773 9417 75,6@ .53 23.1 26. 44 142 739 727 15.7  44.02 43.2 45
M.P. 14.7 1421 380Q 2661  20.30 .59 6.3 23.21 72 669 1146 2.3 49.83 25.% k1]
Maha- 24.2 1616 356 3324 31.39 .93 3.9 38.73 114 861 - 1434 2.9  54.17 35.% 36
rashtry

Orissa 25.1 1299 1414 3265 24.5 .39 3.4 13.43 32 637 1146 .8 65.64 37.6 36
Pur jab BT 4208 5633 705¢  23.18 .58 11.6 29.72 214 1391 1635 3.8 21.82 22.8 .51
Rujasthan 34.8 1632 1598 2485 27.60 .52 9.9 22.38 73 307 799 5.9  41.89 2,57 .47
Tamil 34.8 1286 747 6422 36.828 .51 5.9 34.2¢ 142 743 1863 3.4 51.32 41.7 .18
Nadu

v.P. 21.1 1332 1434 4989  13.20 48 3.2 19.89 187 573 303 3.0 47.3@¢ 21.80 .26
West 27.3 1558 24556 7600 24.8¢ .33 . 6.9 27.39 121 651 653 4.8 57.19 35.3 l4z
Bengal : : :

Hources:

Column 1 -

Rural Male Non-Farm Employment - Sarvekshana Sept. 19907 CMIE - 1939 Vol. ?;7

2 - Rural Income

3 - Per worker valuée addition in Agriculture & Allied Activities -CMIE - 1989.
4 - Average Value additon in Agriculture per hotare - CMIE - 1989

fl -

Share ot»Non Food Grain in Total Agricultursl Production - CMIE - 1989.



19
11
12
13

14~

‘hi 94

Share of Non Food Items in Total Rural Conéumption Expenditue CMIE 1889.

Educational Level among Rural Male workforce - Sarvekshana Sept. 1990

Urbanisation level - Census 1991 - Provisional Results. -

CMIE Inde for Infrastructural Development -  CHMIE - 1939 Voi. 2.
Seventh'Plan per caplta expenditure - CMIE. }

State level Annual bercapita Development Expénditure - CMIE
Current Daiiy unemployment rate - Sarvekshana Sept. 1990,

Head count ratio - Tendulkar & Minhas E.P.W. July 1991.

Level of casualisation among rural .male workers - Sarvekshana Sept.

Ginri Coefficient - CMIE - 18889.

199@.
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Table XV
Determinants of changes in Rural Non-Agticultura} Male Employment:

States NAM NAM AGR CEL Cuo CPL MR DCDUR DCDUR
83-37/83 77/73-33 . 83-87/38 77/73-87/88

A.P. .3 6.2 5.56 5.0 -2.7 «3.36 2.18 -2.69 6.2

Bihar 1.7 3.1 @.27 2.4 1.2 4.18 2.73 -2.54 3.1

Gujsrat 12.7 15.8 3.25 5.1 - -5.25 1.25 1.68 15.3

Harayana 1.3 5.6 3.61 4.5 - 6.34 1.93 4.89 6.6

H.P. 3.4 5.7 - - 7.3 -1.79 - 2.93 3.7

Karnatka 2.0 3.6 9.61 5.8 .87 .03 3.8

Kerala 2.6 5.0 Q.73 2.8 .04 18 5.0

M.P. 1.9 3.9 2.89 2.5 .2 22 3.9

Mahs - 3.3 4.6 2.63 3.3 .3 i2 4.6

rashtra

Orisss 3.3 9.7 Q.39 1.9 9.96 -Q.59 1.62 -8.08 10.4

Puajab 3.7 9.9 3.71 6.1 8.96 -2.57 9.78 -2.28 2.9
“Rajasthan 15.9 17.3 2.69 4.4 3.7 0.11  1.75 2.91 17.3
Famil 3.7 3.7 - 2.9 1.24 5.54 0.30  -1.60 8.7
ilﬂggu

U‘Ei’ -2 1.3 2.47 3.9 3.6 2.48  1.6% 2.34 1.3

West 9 5.5 0.66 2.8 2.9 8.68 1.59  -4.14 5.5

Bengal

Column 1, 2 Changs in Rural Msle Non farm Employment - Sarvekshana Sept. 1990,

) V Oct. 1983, April 19881

3. Agricultural Growth Rate - Agricultural Condition in Indla 1990.
A. Changus o sducational level among rural male workers - Sarvekshana Sept. 1990,

Oct. 1968.

5. Change itn Urbanisation level’- 1991 Census Provislonal Results,

.



7.
8.

a6

Change in Unorganised non farm state GDP - C.5.0. State level GDP - 1998-91.

Changing incidence of poverty --Tendulkar & Minhas , E.P.W. July 1991.
Migratioﬁ rate - Cénsus 1891.

9 & 12. Change in current darty status rural male Unemployment rate-

Servekshana Sept. 1998, Oct. 1988, April 1931.
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Table XVI

Growth Rate of Employment By Residence:

1872-75 - 1977-738 1883 to 1872-73 to
to 77-73 to 1933 1987-88 1987-838
Rural 2.52 1.74 2.95 1.75
Urban 4.31 4.12 3.79 4.90
Table XVII

Growth Rate of Bamployment by Major Sectors.

[ector 1872/73 to 1871-78 to 1983 tao 1872-73 to
77-78 1883 1887-38 : 1987-83

Aeri. 2.32 1.20 ' .65 1.37

Mining 4.68 , 5.85 6§.186 - B .47

Manufac- 5.1 3.75 2.1 3.61

turing

Construc~- 1.59 7.45 13.68 7.23

tion. :

Elec., Gas 12.23 5.87 4.84 7.86

& Water

Supply.

Trans - 4.85 §.35 2.65 4.65

ports,

Storage &

Communication.

Services 3.67 4.69 2.58 3.85

Total 2.82 2.22 1.556 2.17

Source: NBBZ0 and Expert Committee on Population Projections.

<
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