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Introduction

Theterm* non-farm’ encompassesal the non-crop agricultura activities; itincludesmanufacturing
activities, mining and quarrying, transport, trade and servicesinrura areas. Further, the seasona and
contractual jobsunconnected with farming assuch, availablewithin thevillage or anearby townarea
part of Non-Farm Employment (NFE). Rural Non-farm Activities(RNFAS) play animportantrolein
developing countriessuch asIndia. These activities provide supplementary employment to small and
margind farm househol dsespecidly during thed ack season. Consequently, incomesof thesehouseholds
tend to be smooth during the year. RNFAsal so have the potential to reduceincomeinequalitiesand
rural-urban migration. The Non-Farm Sector (NFS) is, therefore, seen asamethod by which the
problemsof unemployment, particularly rural unemployment, can betackled and poverty reduced,
and many effortsare being madein thisareaof work.

Theliterature reveal sthat the NFE generation has been depending on two factors. First, the
growth-related factors. Among thegrowth-related factors, agricultura development isimportant. The
demand for non-farm goods and servicesinrural areasnaturally dependson agricultural prosperity
and incomes as the growth of RNFAs depends on the linkages that the Rural Non-Farm Sector
(RNFS) haswith the processing sector (backward linkages). By creating demand for inputssuch as
fertilisers(forward linkages), rapid agricultura growth would haveadirect impact on RNFA.

Second, the shift to non-agricultural activitiescan al so be attributed to poverty-related factors
suchasunemployment, low agriculturd wagesand highincidenceof poverty. Unableto obtain productive
employment inagricultureall theyear, therural poor seem to be compelled to takeup RNFAs. This
phenomenoniscalled‘ distressdiversification,” i.e., diversification into unproductive and low-paid
non-farm jobs. Thisoccursespecialy when underemployment in agricultureishigh and theNFSacts
asaspongefor the excesslabour. Therefore, the available studies have concluded that agricultura
growth and distressdiversification play amagjor roleinincreasing NFE. Moreprecisaly, Rural Non-
Farm Employment (RNFE) isdueto non-availability of land for agriculturd activitiesand agricultura
labour inrural aress.

There have been studiesto assessthe determinants of RNFE but researchershave mostly tried to
Substantiate one of theabove propositionsabout the processof NFE diversfication. Astheir gpproaches
weredifferent, soweretheresults. Often, aggregation of datahasalso contributed to thisconfusion;
dataon NFSaggregated even at themicro level may not show aclear-cut trend; sinceawiderange of
activitiesare being pooled together. Therefore, adisaggregate analysisof thefactorsresponsiblefor



diversfication of RNFE at the household level isdesired.
Inorder to addresssome of these concerns, the present study focussed on thefollowing objectives:
1. Tostudy thepattern of rural non-farm employment diversification at the household level.

2. Toedimatethe determinantsof employment in the selected non-farmrura activities.

M ethodology

The present study was coordinated by the AER Centre, IEG, New Delhi; ADRT Unit conducted
thestudy in Karnataka State. To fulfil thefirst and second objectives of the study about employment
divergfication at the household level and to select the sampl e househol dsmulti-stage stratified random
sampling techniques are adopted. Two districtswere selected for the study, one having the highest
densty of non-farmworkers, and another having thelowest density of workers. Theavailable secondary
data show that Kodagu, Dakshina Kannada (DK) and Chickmagalur districts have the highest
concentration of non-farmworkersandrank first inal thethreeyears(1971, 1981 and 1991). Therefore,
wehave selected DK by |ottery method out of thesethreedistricts. Among thelowest density districts
arefound Raichur, Mandyaand Shimoga. However, onthebasisof thelatest figuresof 1991, Raichur
occupiesthe 19" position as compared with Mandyaand Shimogadistricts, which have taken 16"
and 18" positionsrespectively. Wehave put all thesethreedistrictsintheselectionlist, and Raichur
district was selected on the basis of the same |l ottery method.

In the second stage of sampling, two village clusters (each of three villages) from each of the
selected digtrictswere selected onthebasisof level of employment diversficationinthevillages. The
availableliterature indicates proximity to town asthe most important determinants of non-farm
employment diversificationinaspecific region; thereforetwo village clusters, onesituated within 3kms
of thetown and another situated morethan 10 km away from any town wereselected in each digtrict.

A sampleof 30 rural householdswas sel ected randomly from each of thevillageclusters. The
proportion of these categoriesof householdsinthe samplewasbased onther distributioninthevillage
popul ation. However, aminimum of three householdsin eachindustry category was selected onthe
basisof therandom sampling method. Inbrief, two districtsonthe basisof concentration of non-farm
rurd workers, 2 village clustersfrom each of the salected districtson thebasisof proximity to Classl|
town, and 30 samplehouseholdsfrom each village clugter; dtogether 120 households, 4 villageclugters,
and 2 districtsinthe state.

Findings

Thestudy reved sthat the NFE isnot based on growth-rel ated factorslike agricultural development.
Thisisevident fromthefact that though the Raichur district hasbeen oneof theagriculturdly developed
didtricts, the NFE hasbeen very low ascompared with theother district, DK. Agricultura devel opment
can beexplainedintermsof theavailability of irrigation facilities, land-man ratio, cropped area, etc.
Thedistressdiversfication hypothesisholdsgood partially in DK district, which hasvery high NFE.



Thiscan beexplained by distressfactors such asland-manratio and the cropped area, which areless
andthenon-availability of irrigationfacilities. However, themgjor factorsdetermining theNFE arethe
literacy rate, people sawareness, willingnessto work and theavail ability of infrastructurefacilities. In
DK theliteracy rateishigh, moreinfrastructureisavailable, peoplearewell aware of the problemsand
arewilling towork and, therefore, NFE ishigh. In additiontothesetheNFE in DK digtrictisnot asa
last resort, which ismentioned in the distress diversification hypothesi s, because people have been
opting for thisoccupation, which paysmoreas compared with other occupationsespecidly agricultura
labour inrural aress.



