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PREFACE

The transformation of the rural economy in developing economies
has been at the centre stage of development policy since long. While
raising agricultural productivity has been one of the key objectives of
rural development programmes in India and elsewhere, the rural non-
farm sector is increasingly being recognised as a potential source of
employment diversification and diffused economic development. With
the capital-intensive and skill-intensive nature of current economic
growth, generation of adequate employment opportunities has
emerged as a key concern of policy makers.

There are obvious limits to which agriculture can absorb labour in
densely populated economies like India, and hence, the rural non-
farm sector has gained a great deal of attention as dependable source
of employment and earnings. The rural non-farm sector, however, is
a highly heterogeneous category. Thus, there is a need to probe the
nature, significance and determinants of RNFE growth in different
regional and sectoral contexts.

The present study is part of a conscious effort by the VV Giri National
Labour Institute to study the labour market dynamics and employment
issues in India's north-eastern states. The states of north-east India
are characterised by a great deal of diversity and there is an urgent
need for in-depth analysis of the development scenario in these states.
Employment and labour market issues are of utmost significance in
these contexts, because issues like development induced migration
and youth unemployment are often seen as underlying causes of
political instability in the region.

This study on the rural non-farm sector of Arunachal Pradesh, one of
the least researched parts of the country, has brought out many
important dimension of the on-going economic transformation in the
state.  It has also brought out some significant policy implications,
which should be of interest to all those interested in rural development
issues in India's north east.

(Kanwar Manjit Singh)
Director
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CHAPTER I

1.1 Introduction

The significant role played by the rural non-farm sector (RNFS) in the
over-all development of rural economies is now well-recognized.
Although the debate on agriculture-induced diversification as the corner-
stone of the development of rural non-farm sector continues to attract
a great deal of attention, many recent studies on urban-linkages of
rural non-farm growth clearly point to the role of rural non-farm sector
as an important link between industry and agriculture. In terms of
employment generation, the role of RNFS in absorbing the labour,
particularly in the context of stagnant growth of employment in formal
manufacturing sector, can hardly be overstressed. However, given the
heterogeneity and diversity within the non-farm sector itself, there is a
need to study the growth performance as well as labour absorption
capacity of the sector in specific regional and sectoral contexts.

There have been very few studies on the role and dynamics of Rural
Non-Farm Employment (RNFE) in the development of North-Eastern
states of India. Given the paucity of data and the wide ranging diversity
of livelihood strategies within the region there is a clear need to
understand the growth, composition and determinants of RNFE in
different parts of the region giving due emphasis to locale specificities
as well as macro-level linkages. Standard ideas on growth linkages and
implications of the growth process for the employment and earning
potentials for the rural masses have been found to be inadequate in
explaining the development of this region. The specificities of the north
eastern region lies in its enormous diversity, in terms of resource
endowments, populat ion composit ion, ecological and social
preconditions and the historical encounter with modernity. Such is the
magnitude of this diversity that many scholars have objected to the
blanket term ‘north east’ on the grounds that it conceals the diversity
within the region.
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In this context, this study is a modest attempt to understand the unfolding
dynamics of the rural non-farm sector in Arunachal Pradesh, in relation
to its importance in the employment generation strategies. Given the
high dependencies on agriculture and forest based activities, a near
complete absence of non-household manufacturing and excessive
dependence on government jobs as a source of employment in the service
sector, the role of rural non-farm sector needs to be the cornerstone of
any strategy for income and livelihood diversification in the state. It is
important to note that the different patterns of RNFE growth have different
implications for rural households. It calls for different types of policy
interventions. In partially commercialized, agrarian economies, typically
characterized by absence or under-formation of input and product markets,
high transaction costs and low levels of technology, the goal of
diversification within and beyond the farm sector becomes crucial for
poverty eradication and securing basic survival needs of the poor.

1.2 Objectives

The study tries to look at the nature of the rural non-farm economy in
Arunachal Pradesh, utilizing both primary and secondary data. The
primary objectives of the study are:

(i) To find out the extent, composition and growth of rural non-
farm employment in Arunachal Pradesh, during 1981-01.

(ii) To study the determinants of RNFE at the district as well as the
household levels.

(iii) To understand the role and significance of non-farm sector
activities in the overall livelihood diversification strategy of rural
households.

(iv) To bring out policy prescript ions to help employment
diversification in rural Arunachal Pradesh.

1.3 Scope and Methodology

The main focus of the study is on the significance and the determinants
of RNFE in Arunachal Pradesh. In particular the attempt has been to
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look into the nature of the rural non-farm economy evolving in the
state, as well as its linkages with micro-level strategies for livelihood
diversification in this predominantly tribal state. As already mentioned,
the study is based on both primary as well as secondary information.
Firstly, a district-level analysis of the pattern of workforce restructuring
in Arunachal Pradesh has been undertaken from the Population Census
data for the period 1981-91. Other secondary sources data from NSSO,
Economic Census and sector specific reports of Government of
Arunachal Pradesh has also been utilized to understand the extent,
types and quality of employment in the rural non-farm sector. After
identifying the key sectors of the rural non-farm economy and the
relative position of districts in terms of share of RNFE in rural workforce
a primary survey has been conducted to find out the household level
determinants of participation in RNFE.

The basic purpose of the primary survey was to find out the household
characteristics determining entry into the non-farm economy. The
division of household working days between agricultural and non-
agricultural activities was another focus of the primary survey. Such a
survey was considered necessary because at very low levels of
commercialisation, and declining environmental quality, farm households
tends to opt for a diversification of their livelihood options on a flexible
and short term basis rather than a permanent and durable shift towards
a non-agricultural occupation – a fact which is often not captured
satisfactorily by macro-studies.

The methodology adopted for selection of samples for the primary
survey was based on the following considerations. An important aspect
of the economy of Arunachal Pradesh is that it is mainly a hilly economy,
with very low levels of infrastructural development and a remarkably
low population density. Apart from the considerable inter-district
variations in the extent of workers engaged in the non-farm sector, a
significant dimension of the RNFE in the state is its spatial concentration
in few rural locations which are either near urban centres or are well
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connected. Thus, to find out the household level determinants of
participation in the rural non-farm economy, a multi-stage sampling
method was followed. In the first stage, two districts with relatively
high share of workers in the non-farm sector were selected. In the next
stage, three villages from each of the districts were selected on the
basis of distance from the urban centres, so as to represent the different
types of growth of the rural non-farm sector. One of the villages in
each of the districts is nearer to the urban centre, one is relatively far
off and one is an intermediate village. After the selection of the study
villages, households were selected randomly from amongst the
households residing in the villages. The size of the sample household
selected from each village was 50-60 per cent of the total households
in the village. Simple statistical and econometric techniques were used
to analyse the secondary and primary data.

1.4 Organisation of Chapters

The report is organized as follows. The objectives, scope, data base,
sampling design and methodology have been discussed in Chapter-I.
Over the past decades, there has been a growing interest in the rural
non-farm economy and a vast body of literature has emerged on various
dimensions of it. The conceptual, theoretical and empirical issues discussed
in the studies on the non-farm economy and its gradual evolution has
been selectively reviewed in Chapter-II. In the next chapter the recent
growth experience of Arunachal Pradesh has been highlighted. This
discussion is expected to clarify some of the issues discussed in subsequent
chapters regarding the local specificities of the study area. In Chapter-IV,
the basic features of the non-farm sector in Arunachal Pradesh have
been discussed on the basis of secondary data. The inter-district variations
in the share of workers engaged in non-farm activities have been analysed
in this chapter. The next chapter basically contains results of the primary
survey. Here the household level determinants of participation in the
non-farm activities have been discussed. Concluding remarks and policy
implications have been placed in the final section.
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CHAPTER-II

The Rural Non-Farm Economy: Definition,
Dynamics and Determinants

The importance of Rural Non-Farm Sector (RNFS) in providing
employment and earnings to a substantial section of the rural population
has been clearly brought out by many studies (Liedholm and Kilby,
1986; Shand, 1986; Visaria and Basant, 1994). The RNFS is no longer
viewed as a ‘passive side route’ to provide employment for some, rather
its centrality in the over all strategy of rural transformation is well
recognized now. It is quite clear that in peasant economies, characterized
by heavy demographic pressure on land, small and fragmented holdings,
iniquitous land distribution structures etc., agriculture alone can not
solve the problems of rural unemployment and underemployment
(Chadha, 1993a). Given the low employment elasticity in the increasingly
capital-intensive manufacturing sector, and problems of urban
congestion, the necessity for providing employment within the rural
sector itself is being increasingly realized.

Modern agricultural growth is based on strong backward and forward
linkages with industry and other non-agricultural activities some of
which may partly be located in the rural areas themselves (Mellor, 1976).
The prospect of non-farm sector growth also critically depends on the
nature and pace of agricultural growth at least because of three different
reasons viz. expansion of demand for non-farm goods and services,
growth of rural enterprises supplying agricultural inputs. Rising
agricultural productivity and wages in agriculture, by raising the
opportunity cost of labour in the non-farm sector, restructures the later
by a shift from low-return, labour-intensive activities into more skilled,
higher investment, high return activities (Hazell and Haggblade,
1991:515). Similarly, a healthy growth of the rural non-farm sector
can contribute substantially towards a more productive and diversified
agricultural growth. The advantages associated with rural non- farm
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sector, according to a number of studies, include utilization of local
talent and local ‘slack’ resources, which cannot be easily shifted or
utilized elsewhere; reduction in migration to urban, industrial centres
i.e. ‘localization of employment’; narrowing down of rural-urban gaps
i.e. easing urban congestion; generally less capital-intensive and more
labour absorbing growth pattern; lesser degree of inequality in rural
income distribution (Bhalla and Chadha,1983:95-101); higher earnings
and reduction in poverty levels (Chadha,1994); higher participation of
women in non-farm activities etc.(Unni,1991;Misra,2000).

2.1 The Rural Non-Farm Sector: Conceptual Issues

The rural non-farm economy (RNFE) is generally defined as comprising
all those non-agricultural activities, which generate income to rural
households (including income in kind and remittances), either through
waged work or in self-employment. In other words, it includes all
economic activities in rural areas except agriculture, hunting and fishing
(Lanjouw and Lanjouw, 1995; 2001). Since it is defined negatively, as
non-agriculture, it incorporates a wide range of activities including
manufacturing, petty trading, services, as well as transfer payments
and remittances from temporary or seasonal migration to rural areas
(Davis and Pearce, 2001).

The meaning of ‘rural’ in RNFE is critical in understanding its nature,
importance and viability (Lanjouw and Lanjouw, 1995). There are some
important difficulties in defining the RNFE in a spatial perspective.1  In
fact, the RNFE can be classified on many dimensions: on-farm/off-
farm, wage/ self-employment, agriculturally related/ otherwise. Davis

1 Barrett and Reardon (2000) note that 'an activity can be "local" with two sub-categories (a) at
home (or the more ambiguous term "on-farm"), (b) local away-from-home, with sub-categories of
(i) country side or strictly rural. (ii) nearby rural town, and (iii) intermediate city'. These distinctions
are important particularly with reference to the extent of dependency of households on the local
economy. (Quoted in Davis, 2001). In a similar vein, while discussing the problems of interpreting
the NSS data on employment to understand RNFE in India, Chadha draws attention to the important
difference between 'non-farm employment for rural households' and the rural non-farm sector as
such (Chadha, 1993b: 297).
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(2003) notes that an ideal classification of the RNFE should capture
some or all of the following distinctions:

i) links to farming or the food-chain,– since agricultural linkages
are often key determinants of the RNFE’s potential for
employment and income generation;

ii) market linkages: local markets or distant markets – since the
latter have the scope to create employment and earnings
independent of the rural economy; and,

iii) relative earnings and scale effects: Those which are sufficiently
large, productive and capitalized to generate incomes above
returns obtainable in agriculture, and those that offer marginal
gains – since the capacity of the RNFE to foster growth depends
on the former, while the latter can maintain the households above
the poverty line (Davis, 2003)2.

While diversification per se can refer to increasing mix or multiplicity
of activities, regardless of the sector, RNFE refers to the shift away
from traditional agricultural sector to non-agriculture activities. Again,
there is a need to distinguish between different levels of diversification
of a household or individual economy, though the two may be
interrelated to some extent (Start, 2001). The RNFE may be
characterized by at least three categories: the activities undertaken,
employment and the use of labour time; and incomes generated. All
these three categories, to some extent, overlap, but have distinct
advantages and limitations. Income classifications have the advantage
that they include sources that do not derive from activity and
employment, such as transfers and rents, while data on employment,

2Start (2001) includes the following dimensions of the RNFE to understand its nature: (i) degree of
linkage to agriculture and other sectors, (ii) the relations of production (which, according to him, at
the rural economy level refers to the structure or scale of production; and at the household level
refers to whether the worker is employed or self-employed), (iii) the level of technology, capitalization
or 'modernisation', which often has a direct bearing on (iv) the levels of productivity and associated
returns.
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brings out a number of important dimensions such as, self-employment
versus waged employment, full time versus part time, year-round versus
seasonal, local versus distant etc.

2.2 The Role of RNFE in Rural Livelihoods

Generally, the significance of the RNFE as a source of employment is
assessed on the basis of secondary data. However, the role of this
sector in rural livelihoods can be understood not only in terms of its
share in employment, but also in terms of proportions of income,
allocation of time and its relationship with household level vulnerabilities,
risk-coping and risk-dispersing mechanisms as well as its significance
in the over all livelihood diversification strategies. The secondary sources
of information, more often than not, are found to be inadequate to
judge all these diverse linkages of the rural non-farm economy with the
livelihood issues in rural areas.

Nevertheless, large scale household level surveys carried out by various
agencies do point out that the RNFE plays an important role in terms
of its share in household’s income, time use and diversification strategies.
Hazell and Hagblade (1991), for example, on the basis of NCAER
data, found the share of RNFE in income of rural households in India
to be around 25-35 per cent, as against its share of 20-25 per cent in
employment. They argue that the higher income than employment
share implies either higher returns to labour in non-farm employment
or extensive part-time and seasonal non-farm activity which are not
captured in the employment statistics. According to Walker and Ryan
(1990) the share of non-farm income in total income of rural households
in India has increased from 20 to 27 per cent between 1971-72 to
1981-82, while the share of agricultural income declined from 60 to
53 per cent during the same period as per NCAER data. Around 70
per cent of the increase in real household income during the period
could be attributed to the rise in non-farm incomes. Fisher et al (1997)
have argued that non-farm employment is particularly important to
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small and marginal farmers, as well as the landless. These sections of
the rural population might opt for employment in the RNFE as coping
mechanisms during periods of agricultural distress. There is, of course,

Table: 2.1
Stages of Development in the RNFE

Stage of Stage of Level of Level of Main Locus Level of
RNFE Agricultural Rural Urbanization of Non-farm Non-farm

Development Remoteness Production Technology,
Capitalization
and Returns

I. Pre-Modern Low Rural (RNFE Low:
Traditional Subsistence & High limited by low Traditional

purchasing subsistence
power products

II. Modernizing High Low Rural (RNFE Low to
Locally and expanding; expands Medium
Linked Initial through Some

technology - agricultural- technology
led agricultural led growth) and capital
growth improvements

III. Modernizing Low (new Low Urban (RNFE Medium to
Leakages and expending: roads open completed High: as
to Urban improved urban away by urban urban
Areas urban markets) goods and locations

marketing services) allows
investment
and
economies of
scale, RNFE
must
modernize to
survive

IV. Modernizing Low High Shift to Rural: Low to High:
New and expending: (congestion Flexible From cottage
Urban increasing and rising specialization industry out-
Linkages urban demand costs) able to exploit workers to

to rural modern
advantage  'clustered'

and sub-
contracted
units

Source: Start, 2001
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some evidence to suggest that the growth of RNFE might lead to increase
in inequality (Coppard, 2001).

2.3 Stages of Development of the RNFE

The diversification of economy is one of the key indicators of structural
transformation. Start (2001), drawing upon a number of earlier studies,
has attempted to develop a stylized pattern of development of the
RNFE, along with different stages of economic development (Table:
2.1)

In pre-modern situations the economy is predominantly rural and
subsistence in nature. In stage-II, as agriculture, or some other growth
sector emerges as the lead sector and modernizes the economy, along
with the rise in productivity, production of surplus and the growth of
incomes, fuel the diversification of the rural economy. As the economy
gets matured, both increased income and reduced transport and
transaction costs spell the demise of the RNFE due to urban competition.
In the final stage, a new set of linkages to a congested, globalised
urban economy creates scope for the revival of the RNFE. However,
the sequential process and homogeneous pattern of development as
suggested by this stylized model may not in fact be found to be rigidly
applicable. Start notes, ‘in reality, different parts of the economy will
develop at different rates and many rural location will display varying
degrees of all stages consecutively… The actual position and mix will
depend on levels of agricultural development, rural income, rural
infrastructure and urbanisation’.

It is however, possible that, with decline in agricultural growth, through
recession or natural disaster, an area which is reasonably prosperous
and developed at stage-III, may see the expansion of stage two RNFE
if purchasing power falls and customers switch to inferior, locally
produced products (Chandrashekhar, 1993), a process Harriss (1991)
referred to as involution of the RNFE.

What is important in this context is not just the size and growth of
RNFE but its composition and structural linkages within and outside
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the rural economy. The two key questions, which needs to be answered,
both for academic and policy needs, are:

(i) What is the nature of RNFE in terms of its composition, growth
impetus and linkages? To put it narrowly, are the growth impulses
urban-based or agriculture-led?

(ii) What are the implications of RNFE growth? Is it a form of distress
diversification in the face of under employment or falling income
in the agricultural sector and a lack of alternative earning sources
elsewhere? Or do such activities signify a process of employment
restructuring in terms of shifting of human resources from low
productive, low-earning jobs to more product ive, better
employment opportunities?

The different patterns of RNFE growth have different implications for
rural households. It calls for different types of policy interventions. In
partially commercialized, agrarian economies, typically characterized
by absence or under-formation of input and product markets, high
transaction costs and low levels of technology, the goal of diversification
within and beyond the farm sector becomes crucial for poverty
eradication and securing basic survival needs of the poor (Delgado and
Siamwala, 1999). The precise nature of policy intervention in the RNFE
will depend, inter alia, upon whether, (i) the growth linkages are stronger
in agriculture or in industry; (ii) consumption linkages are stronger than
production linkages; (iii) local linkages are stronger are weaker than
non-local linkages; (iv) local linkages are preferable to non-local linkages3.
(Hazell and Roell cited in Harris 1987).

2.4 Determinants of RNFE

Rural non-farm livelihoods depend upon the rural population having
the capacity or opportunity to take part in the RNFE. The RNFE
generally incorporates both diversification under distress i.e. distress-

3See Coppard, 2001
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push or diversification in response to better opportunities, i.e. demand-
pull. Given the enormous diversity that characterizes the RNFE, different
categories of households, facing different sets of constraints and
opportunities opt for different types of rural non-farm activities. Reardon
et al. (1998) suggest that when relative returns are higher to the RNFE
than to agriculture, and returns to agriculture are relatively more risky,
pull factors are at work. Conversely, when farm output is inadequate
and opportunities for consumption smoothing, such as credit and crop
insurance, are missing, or when input markets are absent or fail and
the household needs cash to pay for farm inputs, push factors are at
work. Under such conditions, wages or incomes are likely to be lower
in the rural non-farm economy4. Among the key push factors pointed
out in the literature are demographic pressure, scarcity of cultivable
land, deforestation and decline in natural resource base, decline in
agricultural productivity, lack of access to various inputs, absence or
incompleteness of rural financial markets, transient shocks and
catastrophic events. Pull factors on the other hand include higher
earnings, higher returns to investment, comparatively lower risks,
generation of 'cash' income, and socio-cultural factors like appeal of
urbanized life-styles (Davis and Pearce, 2000).

In many developing countries, the seasonal character of the RNFE is
inclined to decrease with increased diversification and to show a trend
towards more constancy. There often exists a positive correlation of
RNFE activities with higher income levels of rural families, higher
potential for diversification of income sources and higher productivity
in agricultural activities. However, the interdependence between cause
and effect is complex and has to be analyzed with reference to the

4It is important for policy makers to make the distinction between demand-pull and distress-push
diversification, While the latter may require policy makers to develop appropriate social safety nets
and interventionist policies to mitigate the short-run negative effects that some times accompany
this type of diversification (such as, over-rapid urbanization, negative environmental impacts etc.),
where demand-pull factors are driving the process of diversification, the main task of policy makers
will be to provide a suitable 'enabaling environment' to support the development of the RNFE
(Davis and Pearce, 2000).
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specificities of each case, before patterns and clusters can be identified.
Recent research has also shown a positive correlation between a higher
diversification of non-farm activities and income and the level of
education, quality of and access to infrastructure, quality, objectives
and organization of services, opportunities created by local, regional
and national government policies, and access to credit and financial
services (Davis, 2001; Davis and Pearce, 2000).

Various studies provide evidence of growth of non-farm sector in India
and show that it is dependent upon agricultural development,
infrastructure, urbanization, rural incomes, population pressure, land-
man ratio, commercialization of agriculture and so on. The prospect of
rural non-farm growth is largely determined by the linkages of such
activities with the rest of the economy. In the following discussion we
have presented the causal determinants of the growth of the RNFE in
terms of some broad inter-sectoral linkages.

A number of studies in India suggest that growth of agriculture is likely
to stimulate the growth and development of the rural non-farm sector
(Hazell and Haggblade, 1991; Bhalla, 1990, 1993; Papola, 1987;
Shukla, 1991, 1992; Unni, 1991, 1994). The role of agriculture as a
driving force for the diversification of the rural economy has been widely
noticed in the literature. In an influential formulation, Mellor (1976)
has argued that as a result of the green revolution technologies and
subsequent increase in agricultural productivity and earnings in the
farm sector, demand-led growth of both farm and non-farm sector would
take place, thus stimulating a 'virtuous cycle' of growth of food
product ion and employment. Agricultural development and
commercialization are expected to enhance the scope for expansion of
the RNFE through various channels such as: supply of raw materials,
greater demand for inputs and allied services, increased demand for
consumption goods and generation of surplus for investment. The
various linkages between the agricultural and non-agricultural sectors
of the rural economy include, capital flows (investment of agricultural
surpluses in non-agricultural activities), labour flows (the counter cyclical
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involvement of agricultural labour in non-agricultural activities according
to the seasonal character of labour demand in agriculture), production
linkages (supply of agricultural inputs like fertilizers, equipments and
building materials etc. to the farmers), forward linkages (agro-processing),
consumption linkages (demand for housing, consumer durables and
other non-food items as a result of rising agricultural incomes) etc.
(Visaria and Basant, 1994b:20-25).

Using data from 16 states, Vaidyanathan (1986) found a significant
positive relationship between crop output per head of agricultural
population and non-farm employment, while Dev (1990) found
agricultural productivity rather than crop production to be significant
at a more disaggregated level. Chadha (1994) in a survey of households
across three states concluded that this linkage between the sectors can
not be taken for granted. The findings of his micro-study in 18 villages
indicated that an expanding agricultural economy could promote well-
developed non-agricultural activities within the sector itself, but as the
economy develops the proportion of non-farm incomes increases in
poorer households. Rayappa (1986) finds a shift from traditional to
modern occupation in rural areas. The non-farm activities are region
specific depending upon the resource base. The study reveals that
agricultural density, literacy levels of the population, distribution of assets
such as agricultural land, are positively associated with participation in
non-agricultural activities. Papola (1987) discovered that in different
states the performance of rural industrial sector is associated with
agricultural productivity and has higher correlation with the growth
rate of agricultural output. He argued that rise in income levels,
purchasing power and, to an extent, the surplus generated by agricultural
growth improved the efficiency of the existing industries leading to the
emergence of new and dynamic employment areas. Kashyap and Desai
(1990) further extended the debate on the determinants of non-
agricultural employment. While analyzing the sub-zonal level data, they
argue that although the level of non-farm sector is determined by
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population pressure, urbanization and literacy the impact of these factors
varies across the zones. Shukla (1991) developed an econometric model
for non-farm sector that takes into account its functional linkages with
agriculture and urban activity through explicit recognition of their spatial
dimensions. She found that in case of Maharastra, consumption linkages
were twice as strong as all production linkages, and that once the
consumption linkage had been removed, agricultural growth had little
impact on the growth of non-farm sector.  Chandrasekhar (1993) has
found a weak positive relationship between the rate of growth of output
per capita and the share of non-agricultural employment in total rural
employment.

Residual Sector Hypothesis

One of the important formulations on the growth of RNFS is the residual
sector hypothesis, which argues that the increase in RNFE is due to an
excess supply of labour over demand from agriculture. Thus RNFE
growth is seen, primarily, as a distress-induced phenomenon. Studies
like Vaidyanathan (1986),Unni (1991), Dev (1990) and Verma and
Verma (1995)  broadly support the residual sector hypothesis while
Bhalla (1993), Visaria (1995) have pointed out that growth of RNFE
reflects the real growth in the volume of real non farm employment
opportunities.

Vaidyanathan (1986) in his study on 16 major Indian states, found a
positive correlation between non-farm employment and unemployment
rate, and postulated that rural workers who could not get adequate
work in agriculture diversified their sources of livelihoods under distress.
The RNFE, on the analogy of the informal sector in the urban areas,
acts as a sponge for the excess labour; and its expansion, under such
condition, might have been distress-induced rather than growth-induced.
Basu and Kashyap (1992) argue that this debate has been fuelled by
the fact that growth in the sector appears to have taken place without
any explicit policy initiative.
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The residual sector hypothesis, according to Visaria and Basant
(1994b:26) needs to be viewed in the context that:

1. The bulk of the increase in the rural non-agricultural employment
at the all India level is explained by the increase in the proportion
of casual non-agricultural workers;

2. Much of the seasonal fluctuations in RNF employment can be
explained by corresponding changes in the employment structure
of rural casual labour who shift back and forth between agricultural
and non-agricultural work.

3. As compared to other categories of workers, the casual agricultural
workers report a much higher incidence of non-agricultural work
as a secondary or subsidiary occupation.

4. There seems to be an inverse relation between participation in
non-agricultural work and the size of landholding possessed by
the households;

5. Unemployment rates in terms of person-days are known to be
positively related to the share of casual workers in the workforce
(Visaria, 1981; Minhas and Majumdar 1987).

Therefore, the observed correlation between the rate of unemployment
and share of non-agricultural activities is hardly surprising.

Bhalla (1990) has distinguished between two kinds of distress
diversification. The first is the case of subsidiary workers who do not
have any main occupation, but engage in some subsidiary work to
supplement household incomes. The second is the case of persons
with a main occupation who also engage in a secondary activity. In
both these cases of 'distress diversification' non-agricultural wages (or
returns to family labour) are likely to be, lower than prevailing wage
rates. (cited by Unni, 1994).

The casual relationship between unemployment and RNF employment
may, however, be interpreted in different ways. Vaidyanthan (1994:69)
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himself argues that given the significant and positive correlation between
unemployment rates, and the incidence of wage labour and the degree
of commercialisation; and also the positive correlation between the
latter two variables themselves, it is possible to argue that with
commercialisation of agriculture, and the consequent rise in the incident
of wage labour and casualisation of wage labour, the traditional
mechanisms to take care of the 'surplus labour' also breaks down. Hence,
the latent unemployment becomes more and more open. The very
same process could lead to a greater specialisation and differentiation
of tasks performed within the rural labour force resulting in the reported
distribution of employment in non-agricultural activities relative to
agriculture.

Lanjouw and Stern (1998, 2003), on the basis of their (and others')
famous longitudinal study of Palanpur village, distinguish between two
types of non-farm activities: causal and regular/semi-regular non-farm
activities. While the former are unattractive, low-skill jobs which provide
a safety-net for the poor, the latter consists of highly remunerative
non-farm jobs, which have not gone to the poor, as they lack education,
skills, contracts and wealth to compete for these jobs that offer high
and stable returns. They also postulate that although, initially, it is
typically the non-poor who take a larger share of the expanding non-
farm economy over a period of time, the poor also tend to participate
in these non-farm activities.

A number of studies have investigated the reasons behind inter-regional
differences in the levels of RNFE both at the inter-state and inter-district
levels (Vaidyanathan, 1986; Dev, 1990; Unni, 1991; Kumar, 1993;
Eapen, 1994; Par thasarathy et al., 1998; Bhaumik, 2002;
Narayanamoorthy et al, 2002; Misra, 2000; Sharma et al., 1999).
Visaria (1995) finds that the size of market is crucial in determining
RNFE, while Narayanamoorthy et al. (2002), in an analysis of inter-
district variations, have found percentage of rural literacy and percentage
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of villages having pucca road facility, along with per capita crop output
and percentage of irrigated area as significant determinants of RNFE.

Research evidence from a number of countries suggest that access to
rural non-farm employment and income is largely determined by factors
like education, social capital, ethnicity and caste, gender, financial capital,
and physical infrastructure and access to  information. Education is
crucial because many of the better-paid jobs in the RNF sector require
formal schooling (Ferrerra and Lanjouw, 2001). If a distinction is made
between casual non-agricultural wage employment and regular, salaried,
employment, it is clear that probability of employment in the latter
sector rises as education levels rise (Lanjouw, 1999). Examining the
returns to education within rural non-farm sector, Jolliffee (1999 cited
in Lanjouw, 1999) reports that earnings tend to rise sharply with higher
education levels However, it is far less clear that schooling, beyond
primary level and the achievement of literacy and numeracy, provides
skills that matter in the majority of RNF activities (Davis, 2003). Social
capital at the individual level, defined as the degree of interaction with
others in the context of social networks (Fafchamps and Minten, 1998),
can facilitate reduction in transaction costs and partially address access
constraints arising from imperfect markets (Davis, 2003). Among the
many advantages of social capital, are the access to relevant market
information and buyers, wage employment and business opportunities,
formal and informal loans, cash advances, inputs on credit, skills, shared
resources for production and marketing, and migration opportunities.
However, the concentration of critical social capital in the hands of a
privileged minority may act as a barrier to entry to RNFE for a majority
of the rural population.

Economic transactions, opportunities and capabilities are socially
embedded. Social institutions such as caste, gender and ethnicity often
act as important determinant of participation in the RNFE, both as
facilitating and constraining factors. Higher caste status, given the
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unequal distribution of power, privilege and assets in the local economy,
often opens up the scope for RNF activities, through better access to
education and information. The caste specific nature of occupations in
India has been noticed by many scholars (Harriss-White, 2005).   Jayaraj
(2004) notes that rural non-farm sector is essentially heterogeneous
and market forces by themselves do not determine access to non-farm
activity; rather the growth of non-agricultural employment is affected
by factors such as caste, gender and access to land. The role of informal
networks of mutual support and insurance, in some contexts, may act
as a facilitator for participation in specific non-farm occupations and
activities5. The gendered pattern of distribution of work and employment
opportunities creates specific forms of participation in the RNFE, though
there seems to be general relation between the two, which is valid in all
countries and under all circumstances. Given the unequal distribution
of education, skills and information among the sexes, participation of
women into some of the better-paid RNF activities seems to be restricted.
On the other hand the growing casualisation and feminisation of the
workforce suggest that female have entered into the low-end job market
in the RNFE.

Inadequate access to capital is one of the most widely cited obstacles to
growth of entrepreneurship and investment, more so in the RNFE.
Since the access to formal credit remains highly restricted, in rural
areas, those having some access to credit, formal or informal, have a
greater probability of entering the RNFE particularly as self-employed
persons.

Physical infrastructure, particularly road connectivity, enhances the
scope for participation in the RNF activities. However, as the discussion
on stages of RNFE growth clearly points out, better accessibility to

5Mishra and Upadhyay (2004), in a filed-survey on micro-enterprises in Arunachal Pradesh, for
example, note that ethnic networks have played a significant role in labour recruitment in skill-
based occupations and also in sourcing raw-materials and finished products in trading enterprises.
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urban areas may restrict the growth of some sectors of the RNFE,
though demand for some others may increase.

The influence of these factors works conjointly rather than individually.
Assets have a degree of inter-dependence and fungibility (Ellis, 2000).
The growth of the rural non-farm sector is expected to be significantly
affected by state intervention in the context of Arunachal Pradesh. The
specificities of the development of this mountainous border state,
discussed at greater length in the subsequent chapter, include the
substantial role of the state as the prime mover of economic
transformation, and the ecological and economic characteristics of a
sparsely populated hill economy. In such a labour-scarce context, it is
important to take note of the interrelations between labour migration
and rural transformation. The policy approach to the non-farm sector
must clearly recognize the spatial and local specificities in terms of the
sectoral linkages and the composition of the rural non-farm economy.
At low levels of economic developments it is often found that instead of
shifting to non-farm sectors permanently, households tend to diversify
their sources of livelihood and minimize risk through engaging in multiple
activities simultaneously.  There have been very few studies highlighting
the impact of environmental degradation in general, and depletion of
CPRs (Common Property Resources) in particular on the growth of
rural non-farm economy. In the context of the hill economies of North
East India, it is precisely the differentiated structure of environmental
entitlements6, and the manifold changes in it, which have played a
central role in the livelihood diversification strategies of rural households
(Mishra, 2005).

6Environmental entitlements, refer to 'alternative sets of utilities derived from environmental goods
and services over which social actors have legitimate effective demand and which are instrumental
in achieving well-being' (Gasper, 1993). 'The alternative set of utilities that comprise environmental
entitlements may include any or all of the following: direct uses in the form of commodities, such
as food, water or fuel; and the utilities derived from environmental services, such as pollution sinks
or properties of the hydrological cycles' (Leach, Means and Scones, 1999: 233). These
environmental entitlements play a crucial role in different aspects of livelihood security at the
household level, viz, economic security, food security, health security, and empowerment, particularly
in fragile ecological contexts (Jodha, 2001).
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CHAPTER III

Economic Transformation in Arunachal
Pradesh: A Brief Outline

Arunachal Pradesh is a thinly populated, mountainous and relatively
backward state situated in the north eastern part of India7. It is a
predominantly tribal state, inhabited by more than hundred tribes and
sub-tribes8. Historically, the area now called Arunachal Pradesh9,
remained an unadministered tract during the colonial period and even
after independence. Until the early 1960’s for a variety of reasons, the
establishment of administrative machinery in the area was very slow.
Given the historical legacy of relative isolation and under development,
the progress made by Arunachal Pradesh on the economic front, in a
comparatively short span of few decades is quite impressive.

3.1 Growth of NSDP

During the entire period of 1971 to 2003, the Net State Domestic
Product (NSDP) of the state has increased at an average annual growth
rate of 7.16 per cent per annum. During 1991-2000, the NSDP of the
state has grown at the rate of 4.81 per cent per annum, although it
was lower than its growth in earlier decades. In the seventies the NSDP
had registered a growth of 7.07 per cent per annum and in the eighties
it had increased at the rate of 7.81 per cent. During the 90s the distance
between the average per capita income of the country and that of the
state has widened. The per capita income of Arunachal Pradesh has

7 Arunachal Pradesh has the lowest population density among all the states and union territories of
India. The population density of the state has increased from 10 to 13 between 1991 and 2001. Its
population density is only 4.01 per cent of the country's density.
8 As per 2001 census, the scheduled tribe (ST) population constitutes 64.22 per cent of the total
population. There is, however, wide inter-district variation in the share of ST population - it ranges
from 97.89 per cent in Kurung Kumey district to 32.42 per cent in Lohit district.
9Prior to the attainment of Statehood in 1987, Arunachal Pradesh was known as the North Eastern
Frontier Tracts. It was in 1954 that it was renamed as North Eastern Frontier Agency (NEFA) and
it was finally in 1972 that NEFA was given the status of a Union territory.
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been the highest among the North Eastern states in the recent years
and it has been above all India average. In 1970-71, the per capita
NSDP of the state was 56.14 per cent of the per capita national income.
During 1991-92 to 1995-96 Arunachal’s per capita NSDP was higher
than the average national per capita income. After, 1995-96 the growth
of the state’s income slowed down relative to that of the national income
and in 1999-2000 the state’s per capita income was only 84.64 per
cent of the national average (APHDR, 2004).

3.2 Sectoral Composition of NSDP

The traditional economy of the state was largely based on shifting
cultivation, foraging and gathering. Although settled cultivation was
known to some of the tribes, almost all tribes had a rich tradition of
weaving and handicrafts. During the past few decades, however, the
state has witnessed wide ranging changes in terms of growth of various
modern sectors. The structural transformation of the Arunachal
economy has resulted in increasing diversification of the workforce,

Table: 3.1
Comparison of Growth Rate of NSDP of Arunachal Pradesh and

National Income

Period Growth Rate of Growth Rate of Per Capita

NNP NSDP NNP NSDP

1971-80 3.36 7.07 1.10  4.03

1981-90 4.99 7.81 2.85  4.69

1991-00 5.93 4.81 3.95  2.31

1994-03 5.85 2.35 3.98 -0.04

1999-03 5.00 1.99 3.23 -0.40

1971-03 4.78 7.16 2.68  4.35

Note: NNP data are from Economic Survey 2003-04, Government of India and
NSDP data are from State Domestic Product of Arunachal Pradesh for
different years published by the Directorate of Economics and Statistics,
Government of Arunachal Pradesh.
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emergence of a modern non-farm economy, rapid urbanisation and
gradual integration with the regional and national economy. The
changing sectoral composition of the state's NSDP has been presented
in table 3.2. The share of the secondary sector has gone up from
around 20 per cent in 1970-71 to only 23.65 per cent in 2001-02,
while that of the tertiary sector has increased substantially during the
same period - from 20.48 per cent in 1970-71 to 41.68 per cent in
2001-02. The share of the primary sector has decreased from around
60 per cent to 35 per cent during the same period. The key aspect of
the changing sectoral composition of the state is that the expansion of
service sector has been almost entirely driven by government-sector

Table: 3.2
Changing Sectoral Composition of NSDP

SECTORS 1970- 1980- 1990- 2000-
71 81 91 01

Agriculture 38.33 36.91 35.09 31.16

Forestry & Logging 20.72 10.23 9.58 3.64

Fisheries 0.04 0.08 0.72 1.06

Minning & Quarrying 0.11 0.06 0.79 1.04

Primary 59.19 47.28 46.19 36.89

Manufacturing 0.85 6.51 6.04 4.43

Construction 19.58 18.69 17.98 15.58

Elect., Gas, etc. -0.10 -2.99 -2.47 2.14

Secondary 20.33 22.21 21.56 22.16

Transport, Storage and  Comm. 1.55 0.36 0.65 5.89

Trade, Hotel & Restaurants 1.96 4.42 4.95 4.79

Banking & Insurance 0.11 0.60 1.49 1.78

Real Estate & Business Services, etc. 0.79 7.79 5.29 2.46

Public Administration 9.98 10.36 8.17 13.80

Other Services 6.09 6.98 11.72 12.23

Tertiary 20.48 30.51 32.25 40.96

NSDP 100.00 100.00 100.00 100.00

Source: Estimates of Domestic Product, Arunachal Pradesh, Directorate of Economics
and Statistics, Government of Arunachal Pradesh, Itanagar, 2002
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activities. Public administration alone contributed around 14 per cent
of the NSDP of the state in 2001-02.

The decade of the nineties seems to have reinforced the structural
imbalances of the state's economy. Apart from the relatively slow growth
of NSDP during this decade, the dependence of the state on service
sector in general and public administration in particular increased
substantially. As such industrialisation never really had a firm footing in
the state's economy, but the restrictions on timber trade imposed by
the Supreme Court of India, led to closure of many of the timber-based
industries. Although agriculture has been growing over the years, it is

Table: 3.3
Sectoral Growth of Arunachal Economy: 1971-2002

SECTORS 1971- 1981- 1991- 1971-
80 90 02 02

Agriculture 6.40 9.18 2.68 6.53

Forestry & Logging 0.32 4.05 -6.27 2.94
Fisheries 16.09 34.28 8.50 19.99
Minning & Quarrying 14.39 37.26 1.33 16.53
Primary 4.61 8.48 1.32 5.93
Manufacturing 14.20 7.85 2.02 11.81
Construction 7.70 6.26 2.55 6.78
Elect., Gas, etc. 0 0 0 0
Secondary 8.03 6.43 5.11 7.68
Transport, Storage and  Comm. 9.61 21.84 26.92 12.91
Communication 10.12 3.08 13.66 6.43
Trade, Hotel & Restaurants 17.60 9.69 3.33 9.35

Banking & Insurance 27.96 20.77 8.35 17.16
Real Estate & Business Services, etc. 3.57 4.54 -1.36 12.07
Public Administration 10.81 5.29 10.85 7.78
Other Services 9.58 9.50 6.44 10.03
Tertiary 11.39 7.62 7.87 9.38

NSDP 7.07 7.81 4.54 7.34

Source: Based on Estimates of Domestic Product, Arunachal Pradesh, Directorate
of Economics and Statistics, Government of Arunachal Pradesh, Itanagar, 2002
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primarily expansion of area under cultivation, rather than improvements
in yield rates, which have contributed to its growth.

3.3 Trends in Work Participation Rates

The overall work participation rate in Arunachal Pradesh has gone
down from around 58 per cent in 1971 to nearly 44 per cent in 2001.
The rural work participation rate has all along been higher than that in
the urban areas. Work Participation Rates in Arunachal Pradesh, during
1981-1991, for both males and females was higher than the national
average. However, the gap between the two was wider in case of female
work participation rate (FWPR). In 2001, FWPR of the state was 36.45
per cent in comparison with the national average of 25.68 per cent.
The gap between male and female work participation rates in the state
was lower than that at the national level. This can be attributed to the
relatively higher percentage of ST population as well as the low levels
of development in the state.

There has been a persistent decline in both male and female WPRs in
rural areas, and for males in urban areas. In particular, there has been
a remarkable decline in the FWPR in rural areas10. To some extent, the
inter-district variations in FWPR can be explained through differences
in levels of development. In 2001, FWPR in the districts was found to
be negatively correlated with the female literacy rate and the percentage

10The relationship between economic development and female work participation rate has been a
widely-debated issue. Often it is conceptualised in terms of a U-shaped curve. At initial stages of
development a good portion of non-agricultural productive activity takes place in households
where females find it easy to combine their traditional domestic responsibilities with part-time
productive endeavour. With movement to higher levels of development as the production structure
gets more formalised, the scope of such informal work shrinks. A second set of arguments emphasizes
the role of shrinkage in span of working age, resulting from greater consciousness of the need for
learning rather than earnings in early years of life on the one hand and lowering of average exit
age with the growth of organised sector on the other, in contributing to the decline of work of both
males and females (Durand, 1975). At an advanced stage of development, spread of education
among women, skill-acquisition as well as rising levels of living enhances the employability of
women in the economy, particularly in the service sector, leading to rising work participation rates
among females. For a detailed analysis of the changes in work force participation of females in the
state, see Upadhyay and Mishra, 2005.
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of the urban population to the total population and positively correlated
with the proportion of the ST population in the total population.

The gap between male and female work participation rates had been
increasing during 1971-91 but in the 1990s it declined, partly because
of a sharper fall in male work participation rate during the period. As
expected, gender gap in work-participation is much higher in urban
than the rural areas. The female work participation rates have been
very low in the urban areas, although it has shown a rise from 11 per
cent in 1971 to 17 per cent in 2001.

The inter-district variations in work participation rates have been

presented in Tables 3.5 through Table: 3.7. In 2001, the over all

WPR varies from 56.31 per cent in Tawang district to 36.32 per cent

in Papum Pare district. In urban WPR the highest is recorded in

Tawang, but East Siang has the lowest over all WPR. In terms of rural

WPR, Tawang and Papum Pare are at the top and the bottom

respectively. So far as female work participation rates are concerned,

in 2001 Tawang, closely followed by Tirap had the highest FWPR,

while Papum Pare the lowest. In case of urban female work

participation rates, which are significantly below those in rural areas

in all the districts, East Kameng is at the top while Lohit has the

lowest value. The rural FWPR, which shows a great deal of inter-

district variations, is highest in Tirap and lowest in Papum Pare. So

far as gender gap in work participation is concerned, West Kameng

has the highest and Lower Subansiri has the lowest gap in overall

work participation. Gender gap in work participation is considerably

lower in rural than in urban areas. West Kameng, followed by Lohit,

has the highest gender gap in rural WPR while rural Lower Subansiri

and Tirap have the lowest gender gap. Gender gap in WPR is

significant in urban areas - it is highest in Tirap and Changlang and

lowest in East Kameng and Lower Subansiri.
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Table: 3.4
Work Participation Rates in Arunachal Pradesh: 1971-2001

(Percentages)
1971 1981 1991 2001

AlAlAlAlAll Pl Pl Pl Pl Pooooopulatpulatpulatpulatpulationsionsionsionsions Male 63.14 58.63 53.76 50.69
Female 51.28 45.67 37.49 36.45
Total 57.65 52.63 46.24 43.97

RuralRuralRuralRuralRural Male 62.78 58.50 53.69 51.13
Female 52.27 47.64 40.86 41.33
Total 57.88 53.42 47.69 46.47

UrbaUrbaUrbaUrbaUrbannnnn Male 70.32 60.24 54.18 48.99
Female 10.58 11.62 11.95 16.69
Total 51.57 41.47 36.39 34.19

Note:     (i) Work Participation Rates = {Total Workers (Main + Marginal) / Total
Population} ×100

              (ii)Figures for 2001 are based on provisional population totals.
Source:  Census of India, 2001, Series-13, Arunachal Pradesh, Provisional

Population Totals, Paper-3 of 2001.

Table: 3.5
Rural Work Participation Rates in Arunachal Pradesh

1991-2001
Districts 1991 2001

Total Male Female Total Male Female
Tawang 55.61 61.71 48.38 58.63 65.74 49.37
West Kameng 44.78 56.06 31.21 47.29 59.35 31.01
East Kameng 50.77 53.98 47.43 49.54 50.14 48.94
Papum Pare 43.60 50.72 35.19 36.53 43.53 28.96
Lower Subansiri 51.88 53.35 50.38 47.94 48.07 47.81
Upper Subansiri 47.38 51.37 42.78 43.97 44.70 43.24
West Siang 44.19 49.59 38.30 42.46 45.55 39.19
East Siang 42.86 49.37 35.72 41.09 45.23 36.74
Upper Siang 52.41 58.64 48.83 51.30 57.34 44.17
Dibang Valley 47.86 57.22 36.31 46.68 53.37 38.87
Lohit 45.98 54.92 35.27 44.52 52.13 35.73
Changlang 45.53 53.15 36.70 49.15 52.77 45.23
Tirap 52.82 55.25 50.06 51.19 51.48 50.87
Arunachal Pradesh 47.69 53.69 40.86 46.47 51.13 41.33

Note: Work participation Rates has been calculated for total workers which includes
both Main and   Marginal Workers.

Source: Census of India, 2001, Series-13, Arunachal Pradesh, Provisional Population
Totals, Paper-3 of 2001.
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Table: 3.6
Urban Work Participation Rates in Arunachal Pradesh

1991-2001
Districts 1991 2001

Total Male Female Total Male Female
Tawang - - - 38.26 54.86 18.59
West Kameng 37.77 54.36 15.64 33.96 48.15 17.26
East Kameng - - - 33.83 44.60 21.82
Papum Pare 35.64 53.20 14.10 36.12 49.71 20.66

Lower Subansiri 35.36 52.15 13.02 33.14 44.68 20.65

Upper Subansiri - - - 30.80 42.94 17.11

West Siang 37.06 53.27 12.25 36.63 52.64 15.98

East Siang 34.90 51.96 12.10 30.59 45.93 13.30

Upper Siang - - - - - -

Dibang Valley 34.95 50.76 11.74 33.18 48.80 12.68

Lohit 37.21 56.65 8.28 31.16 48.15 10.45

Changlang - - - 36.17 53.20 14.13

Tirap 40.42 61.78 8.81 35.80 55.49 11.49

Arunachal Pradesh 36.39 54.18 11.95 34.16 48.99 16.69

Note:      Work participation Rates has been calculated for total workers which
includes both Main and Marginal Workers.

Source:   Census of India, 2001, Series-13, Arunachal Pradesh, Provisional
Population Totals, Paper-3 of 2001.

3.4 Sectoral Distribution of Workers

As part of the process of economic transformation, the workforce
structure in Arunachal Pradesh has also undergone some changes. In
1971, 80.44 per cent of the total workers were engaged in the primary
sector, 0.44 per cent were engaged in manufacturing and the rest
19.12 per cent were engaged in tertiary sector. While the primary
sector predominantly consisted of cultivators, the tertiary sector manly
consisted of government sector employees. By 1991, the share of the
primary sector had declined to 68 per cent, while that of secondary
and the tertiary sector had gone up to 9 and 24 per cent respectively.
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Thus in terms of employment as well there has been phenomenal
expansion of the tertiary sector and some what sluggish expansion of
the secondary sector. Within the secondary sector employment
construction had a higher share than manufacturing (Table: 3.8). These
changes in workforce structure, however, have not been uniform across
the rural-urban and the gender divide. The share of main workers in
primary sector, for example, has declined from 83 to 74 per cent in
case of the rural workers. Around 93 per cent of the female workers in
rural areas were still in the primary sector in 1991. The share of rural
female workers in secondary and tertiary sectors were not only lower
than their male counter parts in the rural areas, but also were lower
than the female workers in urban areas. As per available census data,
of the total main and marginal workers in rural areas, 68 per cent were

Table: 3.7
Combined Work Participation Rates in Arunachal Pradesh

(Rural + Urban) 1991-2001
Districts 1991 2001

Total Male Female Total Male Female
Tawang 55.61 61.71 48.38 56.31 64.55 45.71
West Kameng 44.08 55.88 29.72 46.09 58.40 29.69
East Kameng 50.77 53.98 47.43 45.42 48.63 42.76
Papum Pare 40.22 51.78 26.31 36.32 46.71 24.79
Lower Subansiri 50.12 53.21 46.88 46.08 47.63 44.50
Upper Subansiri 47.38 51.37 42.78 40.22 44.17 36.12
West Siang 43.14 50.20 35.05 41.30 47.07 34.95
East Siang 41.24 49.94 31.31 38.45 45.41 31.01
Upper Siang 52.41 58.64 44.83 51.30 57.34 44.17
Dibang Valley 45.77 56.11 32.65 44.31 52.53 34.51
Lohit 44.12 55.31 30.09 42.04 51.38 31.16
Changlang 45.53 53.15 36.70 47.88 52.82 42.43
Tirap 51.79 55.85 47.08 48.84 52.13 45.23
Arunachal Pradesh 46.24 53.76 37.49 43.97 50.69 36.45

Note:Work participation Rates has been calculated for total workers which includes
both Main and Marginal Workers.
Source: Census of India, 2001, Series-13, Arunachal Pradesh, Provisional Population
Totals, Paper-3 of 2001.
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cultivators and around 4 per cent were agricultural labourers in 2001.
The share of female workers in cultivation continues to remain relatively
high in the rural areas.   In the case of the urban workers, nearly 92 per
cent work outside cultivation. Thus, the over all picture regarding
changes in the work force structure that has emerged from the discussion
can be summarized as such: Firstly, the expansion in employment outside
agriculture has been fuelled by tertiary sector growth in the state.
Secondary sector in general and manufacturing in particular has not

Table: 3.8
Changes in Sectoral Distribution of workers in Arunachal Pradesh: 1971-91

SECTORS                                   PERCENTAGE OF WORKERS
1971 1981 1991

A. Primary (1+2+3+4) 80.44 75.28 67.44

   1. Cultivators 78.34 71.26 60.36

   2. Agricultural labourers 1.96 2.49 5.13

   3. Live stock/forestry/fishi 0.14 1.51 1.77

   4. Mining and quarrying 0 0.02 0.18

B. Secondary sector (1+2+3) 0.44 8.92 8.66

   1. Manufacturing,
processing, servicing and
repairing in household
industry 0.31 0.32 0.19

   2. Manufacturing, processing,
servicing and Repairing
other than in household
industry 0.04 1.64 2.49

   3. Construction 0.1 6.97 5.98

C. Tertiary sector (1+2+3) 19.12 15.8 23.9

   1. Trade and commerce 0.58 2.22 3.31

   2. Transport, storage &
communication 0 0.41 1.13

   3. Other services 18.54 13.17 19.47

Total 100 100 100

Sources: Census of India (Arunachal Pradesh) 1971, 1981 and 1991 Economic
Tables.
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been expanding in an appreciable manner. Secondly, the pace of
occupational transformation of the work force has been slower in the
rural areas of the state. More than seventy per cent of the rural workers
continue to work either as cultivators or agricultural labourers. Thirdly,
there has been a clear cut gender divide in the process of occupational
diversification. Women workers in general and rural female workers in
particular are still confined to cultivation and other primary sector
occupations.

Table: 3.9
Sectoral Distribution of Workers in Arunachal Pradesh: 1971-1991

AREAS PRIMARY     SECONDARY          TERTIARY

1971 1981 1991 1971 1981 1991 1971 1981 1991

Total Male 68.78 63.21 54.60 0.65 13.13 12.34 30.56 23.66 33.06

Female 97.12 95.11 89.93 0.14 2.00 2.21 2.74 2.89 7.87

Total 80.44 75.28 67.44 0.44 8.92 8.66 19.12 15.80 23.90

Rural Male 72.30 68.00 62.34 0.55 11.85 11.09 27.15 20.15 26.57

Female 97.38 96.10 92.61 0.11 1.74 1.87 2.50 2.16 5.52

Total 82.92 79.08 74.13 0.36 7.87 7.50 16.72 13.06 18.37

Urban Male 5.39 6.75 6.72 2.58 28.25 20.10 92.03 65.00 73.18

Female 45.99 30.60 22.46 5.75 18.93 10.69 48.26 50.47 66.85

Total 8.018.018.018.018.01 9.259.259.259.259.25 8.868.868.868.868.86 2.782.782.782.782.78 27.2727.2727.2727.2727.27 18.8218.8218.8218.8218.82 89.2189.2189.2189.2189.21 63.4763.4763.4763.4763.47 72.3272.3272.3272.3272.32

Source: Census of India, various years.

Table: 3.10
Occupational Structure of Workers in Arunachal Pradesh: 2001.

Category Cultivators Agricultural HH Industry Other Workers

M F T M F T M F T M F T

T 46.77 76.61 58.44 3.44 4.49 3.85 0.73 1.05 0.86 49.06 17.85 36.85

R 57.7 82.7 68.26 3.99 4.65 4.27 0.57 0.93 0.72 37.75 11.72 26.75

U 3.44 15.44 6.13 1.24 2.93 1.62 1.39 2.26 1.59 93.93 79.37 90.66

Source: Census of India, Primary Census Abstracts: Arunachal Pradesh,2001
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3.5 Political Economy of Transition

There are some special features of the political economy of development
of Arunachal Pradesh that has been influencing the growth process
significantly. Some of these specialties have been discussed here with
reference to the labour market situation in the state in general and rural
labour markets in particular. Like many other states of North-East India,
Arunachal Pradesh continues to remain heavily dependent upon central
government's assistance. During 1990-91 to 1998-99, the ratio of
annual net transfers to NSDP remained as high as 78.05 per cent in
the case of Arunachal Pradesh. In 1998-99, only 1.5 per cent of the
revenue expenditure of the state could be generated from its own tax
revenue. The predominant role of the state in the economy and the
dependence of the state government on central government aid and
loans have crucially conditioned the pattern of development of Arunachal
Pradesh over the past decades.

One of the main constraints faced by the state is the lack of
communication. CMIE index for infrastructure development for
Arunachal is 44; the reference point is 100, the national average. It is
basically a hilly state that is interspersed among deep valleys and narrow
gorges. Even now, in spite of considerable efforts by both the central
and the state governments to improve connectivity in this sparsely
populated border state, infrastructural bottle necks continue to remain
one of the fundamental problems facing the economy11. One of the
important implications of the state induced drive for modernization of
the economy has been the migration of skilled and unskilled labourers
to the state. Apart from that the timber trade, which flourished till the
early nineties and demands for more labour in agriculture, construction
and other sectors, has also contributed substantially to the process of

11 The road density in the state was 17.36 km per 100 square km as against the national average
of 82 km in 2000-01.
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migration of outside labour to the state, not only from different states
of India, but also from some of the neighboring countries. There are,
of course, significant barriers to entry to the labour market in the state.
The 'Inner Line Permit' system, imposed by the British Government to
restrict the entry of outsiders into certain restricted areas is still in
force. Further, outsiders are not allowed to purchase land in the state.
These two institutional specificities together determine the nature of
non-farm employment growth in rural Arunachal Pradesh. These two
restrictions discourage migrant labourers to move into the interior rural
areas, and hence they tend to crowd in the urban area, rural settlements
nearer to urban settlements and to a limited extent in the 'labour camps'
maintained by various government agencies, including the army. A
significant proportion of the local, indigenous labour force is primary
producers engaged in cultivation. Given the collective and quasi-
collective property rights over agricultural land12, for them it is easier to
have access to additional land. The main constraint they face is
availability of labour. In fact, the average size of holding in the state has
been declining and there has been a proliferation of marginal holdings,
mainly because of abandonment of large jhum plots in favour of smaller
plots for permanent cultivation. The section among the indigenous
population, which have access to education generally moves to the
expanding service sector. Thus there is always a shortage of labour in
the rural agricultural sector, and the attempt to lease out land to migrant
tenants has further fuelled the demand for labour. To some extent, the
expanding timber trade did create a labour market in the remote rural
areas of the state and both indigenous and migrant labourers participated
in these emerging labour markets. Forest products and industries based
on them became the lifeline of the state providing income and
employment to a large section of the people. The restriction on
commercial use of timber, imposed by the Supreme Court since 1993,

12 For a discussion on changes in property rights structures and the political economy of agrarian
change, see Mishra, 2001, 2002b.
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has had tremendous implications for the livelihoods of many rural and
urban households. Another phenomenon that deserves mention in
this context is the shifting of households and at times entire villages
from high mountainous zones to low lying areas, from interiors to road
side settlements and from rural to urban and semi-urban localities13.
All these factors, along with the ecological preconditions of the hilly
area, together have contributed towards a highly uneven and spatially
concentrated growth of the rural non-farm sector in the state.

13Partly as a result of this, some of the interior districts have seen a negative growth in population.
See appendix table A2.
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CHAPTER IV

The Growth of Rural Non-farm Economy in
Arunachal Pradesh

4.1 Rural Non-Farm Sector in India: Magnitude and
Importance

The growth of rural non-farm economy has remained at the center
stage of debates on development strategy in India since long.
Vaidyanathan (1986) analyzed the labour use in different sectors in
rural India and concluded that the pattern of rural employment reflects
a significant and sustained tendency towards diversification. Studies
show that the share of the non-agricultural workforce in the total rural
workforce has increased during the seventies and in the eighties and
also in the nineties (Chadha, 2002; Bhaumik, 2002), although it is
important to note that inter-sectoral shifts were relatively sharper in
the 80’s than in the 90’s. Basant and Kumar (1989), using NSS data,
report that the share of the rural non-agricultural sector in the total
rural labour force has increased; this trend is more visible in the case of
males.

The incidence of rural non-farm employment, at the all India level,
increased gradually during 1972-73 to 1987-88 and after a period of
stagnation during 1987-88 to 1993-94 to 1999-2000 (Table: 4.1). An
analysis of the average yearly increase of absolute number of non-farm
workers suggests that increase in the RNFS workers was the most
impressive during the period 1983 to 1987-88.

The expansion of non-farm employment opportunities, however,
continues to be less impressive for female workers. Although the
incidence of rural non-farm workers has increased from 10.3 per cent
in 1972-73 to 14.8 per cent in 1999-2000, it was substantially less
than the male workers’ share of 28.7 per cent.
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Table: 4.1
Percentage of Rural Non-Farm Workers to Total Workers in All India

Year                   (US-PS Basis)   (US-PS+ SS Basis)
Male Female Persons Male Female Persons

1972-73 NA NA NA 16.7 10.3 14.3

1977-78 19.6 13.2 17.6 19.3 11.8 16.5

1983 22.5 13.5 19.8 22.2 12.2 18.4

1987-88 26.0 17.4 23.3 25.4 15.2 21.7

1993-94 26.0 15.4 22.9 25.9 13.9 21.6

1999-2000 28.7 16.0 25.0 28.7 14.8 23.8

(Source: NSS, Various rounds and Bhaumik, 2002.)

So far as the interstate variations in the incidence of rural non-farm
employment is concerned, in a recent study, Bhaumick (2002) reports:

i. As regards rural males, the incidence of rural non-farm
employment was highest in Kerala and lowest in Madhya Pradesh
all through the period 1972-73 to 1999-2000.

ii. Between the years 1972-73 and 1999-00, West Bengal and
Kerala have shared the first position interchangeably as regards
incidence of rural non-farm employment of females. In 1999-00
the incidence of non-farm employment for female workers was
the highest in West Bengal (46.0 per cent) and was the lowest in
Maharashtra (6.1 per cent).

iii. While in the 1970s, most of the states in India represented
'medium' to low degree of employment diversification, so far as
rural male workers were concerned. Since 1987-88, nine out of
the fifteen major states have attained a 'high' level of employment
diversification in terms of their share in RNFE. In case of female
employment, two states, viz. West Bengal and Kerala belonged
to the 'high' diversification category, while six were in the medium
category in terms of share of non-farm sector workers among all
the rural female workers.
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iv. There was very little expansion of RNF sector employment during
the period 1987-88 to 1993-94. In 1993-94, for example, RNF
employment was high (i.e. above 25 per cent) for male workers
in only seven out of the fifteen states.

v. By 1999-2000 there seems to be some recovery in terms of
rural non-farm employment. As many as 11 out of the 15 states
were in the category of 'high' RNF sector employment for males.
The four remaining states fell in the 'medium' category. The
situation, however, did not change much for the rural female
workers. Only in two states it remained above 25 per cent and
only four states fell in the medium category.

It is important to note that growth rates of employment of workers
have slowed down during the post-reform period. During 1983 to 1993-
94, the annual compound growth rate of employment of all workers in
the rural non-farm sector was 3.23 per cent, which came down to
2.31 per cent during 1993-94 to 1999-2000. During the same period
the growth rate of employment for rural male workers in the RNFE
came down from 3.44 per cent to 2.62 per cent, while that for the
females decreased from 2.58 per cent to 1.21 per cent (Chadha, 2002).
Within the non-farm sector, manufacturing suffered a mild decline from
2.14 per cent during the pre-reform period to 1.78 per cent in the
post-reform period.

There is an increasing casualisation of labour and seasonal fluctuation
in rural non-agricultural employment due to changes in employment
structure of the casual labourers who shift back and forth between
agricultural and non-agricultural work. The substantial slow-down of
the process of shifting of rural male workers from agricultural to non-
farm sector and its complete halt, if not reversal, in case of rural female
workers, during the post-liberalization period have been viewed as an
alarming development (Chadha, 2002) particularly because the decline
in poverty levels during the eighties was found to be significantly related
to the expansion of RNFE (Sen, 1996).
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4.2 Rural Non-Farm Employment in Arunachal
Pradesh:  Size and Composition

Arunachal Pradesh, from a low level of economic diversification during
the pre-independence period, has shown a relatively rapid expansion
of the non-farm sector, particularly since the seventies. The share of
non-farm employment in rural employment in the state has gone up
from only 17.09 per cent in 1971 to 26.07 percent in 1991. From the
census data14, it can be inferred that rural employment in non-household
manufacturing, construction, trade and commerce, and transport,
storage and communications have expanded during 1971-1991, while
the relative share of household manufacturing and other services has
shown a decline. Employment in transport, storage and communications
has recorded the highest growth rate during this period, followed by
mining and quarrying and non- household manufacturing.

Table: 4.2
Rural Non-Farm Labour Force in North East India

State 1993-94 1999-00

R_M R_F R_P R_M R_F R_P

Arunachal  Pradesh 20.93 3.84 13.61 24.38 4.89 16.58

Assam 22.36 17.65 21.41 35.35 20.60 32.32

Manipur 33.49 39.56 35.88 22.05 30.43 24.70

Megahlaya 17.46 9.48 14.01 14.03 12.72 13.45

Mizoram 13.65 6.73 11.22 15.99 12.53 14.49

Nagaland 32.13 10.81 25.55 29.47 8.07 20.34

Sikkim 43.02 32.97 40.86 43.16 29.93 39.25

Tripura 51.56 45.48 50.52 54.72 50.93 54.29

All North East 25.32 18.82 23.76 34.86 19.97 31.34

All India 25.90 13.8 21.60 28.60 13.70 23.70

(Source: NSS 50th and 55th rounds, extracted from household level data on CD-
ROM.).

Notes: R_M= Rural Males, R_F = Rural Females, R_P= Rural Persons.

14 During 1990-91 to 1995-96 the share of manufacturing in NDP at current prices declined from
5.11 per cent to 3.27 per cent, while that of Public Administration increased from 13.52 per cent
to 14.15 per cent (Bezbaruah and Dutta, 2001).
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As per NSS data, the share of non-farm sector in total rural labour
force in the state has gone up from 13.61 per cent in 1993-94 to
16.58 per cent in 1999-00 as per usual (principal plus subsidiary)
status of employment. The share of RNF sector employment in the
state continues to be lower than the national average as well as that for
the North East region (Table: 4.2). The table also shows that rural
males in Arunachal Pradesh had higher access to non-farm employment,
than their female counterparts. Even in 1999-2000, the participation
woman in RNFE in Arunachal Pradesh was the lowest among all the
north-eastern states. The reason for the expansion of RNF sector
employment during the period can partly be attributed to the restrictions
imposed by the Supreme Court on timber trade. A substantial proportion
of the workforce engaged in logging, forestry and related activities
were forced to take up other activities, which has caused, to some
extent, the expansion of the RNF sector.

So far as the composition of rural non-farm employment in Arunachal
Pradesh is concerned, 'other services', which also included those
employed in public administration, continues to be the most important
occupational category. However, it is important to note that the share
of 'other services' in RNFE has declined significantly from around 96
per cent in 1971 to around 56 per cent during 1991. The second most
important source of employment in the rural non-farm sector comes
from the construction sector. A substantial portion of employment
opportunities in this sector also comes from the road construction
activit ies of the government, including those by the defense
organizations. Trade and commerce has also expanded substantially in
the rural areas. While in 1971 it accounted for around 1.93 per cent of
total employment in the RNFE, in 1991 its share increased to 8.87 per
cent. Non-household manufacturing has also improved its relative share
from 0.12 per cent to 8.29 per cent during the same period (Table:
4.3).
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So far as the inter-district variations in the share of rural non-farm
employment is concerned, in 2001, it is found that among the districts
of Arunachal Pradesh, West Kameng has the highest (57.83%) and
Tirap (14.66%) has the lowest share of RNF sector employment. Among
other districts having a high level of rural employment diversification
are Tawang (51.15), Papum Pare (47.18), Upper Siang (32.53), Dibang
Valley (29.81). For Arunachal Pradesh as a whole the share of RNFE
was found to be 27.47 per cent.

Table: 4.3
Changing Composition of RNFE in Arunachal Pradesh: 1971-1991

Industry Category Percentage Share Annual Growth
of RNFE

1971 1991 1971-91

Mining & Quarrying 0.01 0.77 28.06

Manufacturing [a+b] 1.65 8.97 12.81

a. Household Manufacturing 1.53 0.63 -0.48

b. Non-household Manufacturing 0.12 8.29 28.17

Construction 0.48 19.79 24.90

Trade and Commerce 1.93 8.87 11.87

Transport, storage and communication 0.02 3.10 32.63

Other Services 95.91 58.50 1.14

Total RNFE 100.00 100.00 3.67

(Source: Census of India, various years).

When we look at the share of male workers in RNFE, it is found that
West Kameng, Tawang and Papum Pare have high share of RNF sector
employment, but the lowest diversification was found to be in East
Kameng district. The level of employment diversification was found to
be substantially lower among the female workers than among the males.
Papum Pare, the most urbanized district of the state, has the highest
share of RNFE for women workers (27.33%). In as many as six districts
the share of total female workers in non-farm employment was below
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the state average of 12.42 per cent. Thus considerable gender gap
exists in Arunachal Pradesh, in terms of the relative access of females
and males in rural non-farm employment.

However, it is important to note that the figures in Table:4.4  are not
comparable with those for 1981 and 1991 reported in Table: 4.4 , because
for 2001, we have combined data for all workers (i.e. marginal plus main
workers), while the figures for earlier census years are based on main
workers only. Secondly, since we do not yet have the nine industrial
classifications of all workers in 2001, we have calculated the share of RNFE,
by simply subtracting the share of cultivators and agricultural labourers.
Those dependent on forestry, logging and foraging etc. are included in the
RNFE figures reported in the table. But, given the declining and relatively
small share of workers of these categories, we presume that these figures
are reasonable estimates of inter-district variations in the share of rural
non-farm employment in Arunachal Pradesh.

Table: 4.4
Inter-District Variations in the Share of Rural Non Farm

Employment in Arunachal Pradesh: 2001
(Main+Marginal Workers)

Districts Share of Rural Non-Farm employment
Persons Males Females

Tawang 51.15 67.11 23.52
West Kameng 57.83 69.93 26.55
East Kameng 15.39 23.76 6.97
Papum Pare 47.18 59.39 27.33
Lower Subansiri 18.5 29.42 7.43
Upper Subansiri 14.92 23.94 5.57
West Siang 22.72 31.1 12.42
East Siang 28.84 35.08 20.78
Upper Siang 32.53 45.82 12.2
Dibang Valley 29.81 39.61 14.09
Lohit 26.91 34.98 13.33
Changlang 18.97 25.61 10.56
Tirap 14.66 23.79 4.75
Arunachal Pradesh 27.47 38.31 12.65
(Source: Census of India, 2001)
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4.3 Determinants of RNFE in Arunachal Pradesh

The literature on determinants of RNFE has identified factor like
agricultural growth, urbanizat ion, literacy, rural poverty and
unemployment, infrastructural development and equity in the distribution

of rural assets as major determinants of RNFE. Due to the non-

availability and poor quality of data on many of these variables, the

following correlation analysis is limited to only a few variables. For

1981, the share of RNFE in rural main employment was found to be

positively correlated with literacy rate but, the coefficient was not

significant (Table: 4.5). The correlation between percentage of rural

non-farm main workers to total main workers [X1] with variables like

Percentage of Urban Population 1991 [X2], Adult Literacy Rate (Rural)

1991 [X3], Percentage of Rural Households having Electricity [X4],

Road Length per 100 Square Km. 1992 [X5], Number of Post Offices

1991 [X6], Main Cereal Crop Yield (in Kg per Hect.) 1991-92 [X7]

and Food Crops Yield (in Kg. per Hect.) 1991-92[X8] have been

presented in Table: 4.6. The results show that food crops yield and

main cereal crop yield per hectare are positively correlated with the

share of rural non-farm employment, with the coefficient for the former

being significant at 5 per cent level. The correlation of RNFE with

literacy and urbanization, was, however, found to be weak. The results

indicate that RNFE growth in the state might have been driven by

growth in agriculture. The fact that the correlation between agricultural

growth and RNFE growth was weak in 1981, but significant in 1991

can be attributed to stronger inter-sectoral linkages in the rural areas as

a result of rising product ivity, increasing market isat ion and

commercialization of the agro-economy (Panda, 1999). Given the low

levels of commercialization and productivity in agriculture, it is doubtful

that the non-farm economy has been exclusively driven by the growth

impetus in the farm economy. Inter-sectoral production linkages are
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remarkably low in the state. However, rising farm incomes might have

resulted in greater demand for non-farm products and services in the

rural areas through consumption linkages.

To find out the determinants of non-farm growth at a disaggregated

level, we used the block-level data on non-farm employment, from 1991

census. The following equation summarizes the results of the regression

analysis15.

NFE91= -4.774+ 1.191LIT
91

* + .0202 ROAD
91

 + 6.903 HQ_D**

              (-1.049)  (7.364)           (0.247)             (1.691)

R2= 0.625

AdjR2= 0.604

N= 56

Where, LIT
91

= Literacy rate 1991

ROAD
91

= Road density, defined as roads in km per 100 sq. km.

And, HQ_D= Head Quarters dummy, if the district head quarters is

located in the block it takes the value 1, otherwise it is zero.

It is found that, being located near the administrative centres and higher

literacy positively influences the share of non-farm workers in the total

main workers. To carry forward this analysis, we tried to fit a linear

regression to explain the inter district variations in the level of rural

non-farm employment in 2001. It was found that neither urbanization,

nor the indicators of agricultural development could satisfactorily explain

the variations in the level of RNFE in the districts.

15 Figures in the brackets are t-values. * Implies significance at 1 per cent level, ** implies significance
at 10 per cent level.
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16The share of rural non-farm sector workers at the district level has been calculated by subtraction
of share of cultivators and agricultural labour from total workers. It includes both main and marginal
workers. Because of non-availability of data, the average size of holdings for various districts has
been computed from the Agricultural Census of Arunachal Pradesh, 1995-96. Figures within brackets
are t-values. * Implies significance at 1 per cent level.

RNF
01

= 5.812 + 0.870 RLIT
01

*-5.179 AHSIZE*

           (0.380)  (2.829)            (-2.787)

R2=0.575

AdjR2=0.489

N=13

The results16 show that rural literacy rate is positively associated with
the level of non-farm employment, while average size of operational
holding has a negative relationship with it. Thus in areas, where there
average size of holdings is relatively small and where literacy levels are
relatively high there is a greater possibility of finding a relatively robust
non-farm economy. All these results clearly points out that given the
over all significance of government spending in general and government
service in particular as the key determinant of the development process
in the state, education plays a vital role in determining the size of the
non-farm work force.

Table: 4.5
Correlates of RNFE in Arunachal Pradesh: 1981

Variables Main Cereal Urban Literacy Percentage
Crop Yield per Population Rate share of
hq. (in Kg) 1981 1981 RNFE to total
[X1] [X2] [X3] employment

[X4]

X1 1 - - -

X2 -0.242 1 - -

X3 -0.469 0.371 1 -

X4 -0.417 -0.039 0.533 1

(Source: Panda, 1999)
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Table: 4.6
Correlates of RNFE in Arunachal Pradesh: 1991

Percentage Percentage Adult % of Road Number Main Food
share of of Urban Literacy Rural Length of Post Cereal Crops
RNFE to Population Rate House- per 100 Offices Crop Yield
total 1991 (Rural) holds Square 1991 Yield (in Kg.
employment [X2] 1991 having Km. [X6] (in Kg per
[X1] [X3] Electricity 1992 per Hect.)

[X4] [X5] Hect.) 1991-
1991- 92
92 [X8]
[X7]

X1 1 - - - - - - -

X
2

-.212 1 - - - - - -

X
3

0.373 0.269 1 - - - - -

X
4

0.361 -0.165 -0.165 1 - - - -

X
5

-0.059 -0.382 -0.556* 0.714** 1 - - -

X
6

-0.403 0.797** 0.432- -0.328 -0.364 1 - -

X
7

0.505 -0.642* -0.029 0.261 0.396 -0.430 1 -

X
8

0.591* -0.369 0.293 0.244 0.182 -0.113 0.782** 1

(Note: * Significant at 5 per cent level; ** Significant at 1 per cent level)

Table: 4.7
RNFE and Urbanization in Arunachal Pradesh: 2001

Category Share of Rural Non-Farm Percentage of Urban
Employment2001 Populationto Total

Population 2001
Very High West Kameng Papum Pare

Papum Pare
Tawang

High Upper Siang Upper Subansiri
Dibang Valley East Kameng

East Siang
West Siang

Medium East Siang Lohit
Lohit Dibang Valley
Upper Siang Tirap

Low Changlang Lower Subansiri
Lower Subansiri Tawang

Very Low East Kameng Changlang
Upper Subansiri West Kameng
Tirap Upper Siang
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CHAPTER-V

Determinants of Participation in Rural Non-
farm Activities

The low level of economic development in Arunachal Pradesh as well
as the highly uneven nature of this development process has resulted
in a situation where relatively high degree of diversification of the
workforce in the few urban and well-developed areas coincide with
substantially low levels of diversification in some of the remote parts of
the state. The inter-district variation in the share of non-farm workers,
which has been discussed in the previous section, does not capture the
wide variations that exist within the districts. Even within the relatively
well-developed and well-connected districts like Papum Pare, there are
blocks, which are yet to be connected with roads, and where very little
diversification has taken place. At the same time rural households have
increasingly started to diversify their earnings portfolio in response to
new opportunities being provided by various government initiatives as
well as the market forces. As already pointed out, the timber trade
which flourished in the state before the Supreme Court imposed certain
restrictions in 1993, was instrumental in initiating the process of
diversification of the economy. After the restrictions on commercial
felling of trees, many of the households have started looking for
alternative sources of livelihood, both within and outside agriculture.
The purpose of the following analysis is to look into the degree, nature
and determinants of participation of rural households in various non-
farm activities in the relatively well-communicated villages of Arunachal
Pradesh.

5.1 Characteristics of Sample Households

The village wise distribution of the selected sample households has
been presented in Table 5.1. The samples were selected from six different
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villages of two districts – Papum Pare and West Kameng17 . In total 59
per cent of the households are from Papum Pare and the rest 41 are
from West Kameng district.

17For details of sampling design and methodology see the introduction.

Table: 5.1
Village-wise Distribution of Sample Households

Sl.No Name Of District Number of Percent
The Village Households

1 Poma Papum Pare 36 12.5

2 Jully Papum Pare 102 35.4

3 Tigdo Papum Pare 31 10.8

Total Papum Pare 169 58.7

4 Sapper Camp West Kameng 19 6.6

5 Sher Gaon West Kameng 39 13.5

6 Shera basti West Kameng 61 21.2

Total West Kameng 119 41.3

Total 288 100.0

Source: Field Survey

The distribution of ST and non-ST households presents an important

aspect of the economic reality of the region. In the case of Arunachal

Pradesh, all the indigenous persons are regarded as APST (Arunachal

Pradesh Scheduled Tribe) and hence almost all the migrants from outside

the state are classified as non-APST. The share of non-indigenous

population in a particular area affects the diversification process to a

considerable extent, as many of the migrants come to work in the non-

farm sector. In three of the villages, namely Tigdo in Papum Pare

district and Sapper Camp and Sher Gaon in West Kameng district,

APST households have an overwhelming presence, whereas in the



48

other three, their share ranges from 50 to 79 per cent. The non-APST

households have a relatively stronger presence in the two villages near

the capital complex area of Itanagar, namely, Poma and Jully (Table:

5.2). The mean family size of sample households has been presented

in Table 5.3. It is found that the mean family size for the sample is

5.13, and the mean number of workers per household is 3.05.

Table: 5.2
Village wise Distribution of ST and Non-ST Households

Sl. Name of Category of Households
No the Village APST Non-APST Total

1 Poma 20 16 36
(55.6) (44.4) (100.0)
[9.7] [19.5] [12.5]

2 Jully 51 51 102
(50.0) (50.0) (100.0)
[24.8] [62.2] [35.4]

3 Tigdo 29 2 31
(93.5) (6.5) (100.0)
[14.1] [2.4] [10.8]

4 Sapper Camp 19 0 19
(100.0) (100.0)

[9.2] [6.6]

5 Sher Gaon 39 0 39
(100.0) (100.0)
[18.9] [13.5]

6 Shera Basti 48 13 61
(78.7) (21.3) (100.0)
[23.3] [15.9] [21.2]

Total 206 82 288
(71.5) (28.5) (100.0)

[100.0] [100.0] [100.0]

Source: Field Survey

Note: Figures within brackets refer to percentages to row total. Figures within
square brackets refer to percentages to column totals.
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Table: 5.3
Average Family Size and Mean Number of Workers per Family

SL. NAME OF Average Mean No. of Percentage
NO. THE Family Size Workers per of Workers

VILLAGE Family to total
Family
members

1 Poma 5.39 3.03 56.19

2 Jully 5.66 3.05 53.90

3 Tigdo 4.58 2.94 64.08

4 Sapper Camp 4.32 2.84 65.85

5 Sher Gaon 5.31 3.49 65.70

6 Shera Basti 4.51 2.89 64.00

Total 5.13 3.05 59.38

Source: Field Survey

5.2 Agrarian Structure in Study Villages

The agrarian structure is an important determinant of the labour-use

options and decisions of the households. However, one fundamental

problem studying agrarian relations in Arunachal Pradesh is the non-

availability of reliable information on the amount of land owned by the

households. Traditionally, in most parts of the state, agricultural land

was collectively owned. However, there has been rapid privatization of

land ownership in recent decades18. Apart from the heterogeneity and

18Although individualization of ownership rights over land is the most widely noticed dimension of
the transitional phase in Arunachal Pradesh, it is important to note that the collective or communal
property rights continue to have diverse context-specific operational meanings. The land under
shifting cultivation, generally described as under ownerships by the whole village community and
over which individuals are supposed to have use rights alone, are owned by specific clans and by
individual households. Similarly, some field-surveys revealed that in case of privately owned land
the rights of use, the owners generally enjoy occupancy and inheritance, but the right to transfer is
often conditional. In some cases 'limited transfer rights' (viz.temporary transfer rights under mortgage,
use rights without inheritance rights etc.) and 'preferential transfer rights' (viz.transfer within family,
clan or tribe) were found, along with unconditional rights to alienate. The specificity of the emerging
private property regime lies not only in its institutional basis but also in the changing dimensions of
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quasi-private property nature of land rights in the study villages, another

problem was the absence of a local unit of measurement of land.

Although some of the respondents could specify the amount of land in

terms of units used in nearby plains of Assam, their claims could not be

verified from any independent sources. Notwithstanding these

limitations, the distribution of households according to various

landholding categories does represent an important dimension of the

local economy. Considerable inter-village difference in the extent of

landlessness is noticed. Landlessness is remarkably high in the three

villages, which have a substantial non-APST population19, apart from

Sapper Camp, which is a village of relatively recent settlers. In the

other two villages, the share of landless households is below 6.5 per

cent. Thus, the incidence of landlessness is higher in Papum Pare (40

per cent), than in West Kameng (25 per cent). Combining all the sample

households, 34 per cent are landless, 42 per cent are marginal

landowners and only five per cent own more than 10 acres of land.

Since the non-APST households are normally not allowed to own land

in Arunachal Pradesh, the land distribution pattern of the APST

households provides a better understanding of the landholding pattern

of the study villages. Among the APST households around 9 per cent

are landless, while 59 per cent are marginal farmers. In all the villages

the majority of households are marginal or small households, owning

less than 5 acres of land. Only in Tigdo village in Papum Pare village,

where plain land is available for wet rice cultivation, it is found that 39

per cent own between 5 to 10 acres of land and more than 40 per cent

of APST holders own more than 10 acres of land (Table:5.5).

19 As per existing legal provisions, persons not belonging to APST categories are not entitled to
purchase land in the state.
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Table: 5.4
Distribution of Households according to Land Ownership

Categories in Study Villages

SL. LAND NAME OF THE VILLAGES
NO OWNER

SHIP POMA JULLY TIGDO SAPP SHER SHERA TOTAL
CATEG ER GAON BASTI
ORY CAMP

1 Landless 16 49 2 8 1 21 97
(44.4) (48.0) (6.5) (42.1) (2.6) (34.4) (33.7)

2 Marginal 20 50 0 9 22 21 122
(0.1-2.5) (55.6) (49.0) (47.4) (56.4) (34.4) (42.4)

3 Small 0 3 3 0 13 16 35
(2.5-5.0) (2.9) (9.7) (33.3) (26.2) (12.2)

4 Medium 0 0 12 2 3 3 20
(5.0-10.0) (38.7) (10.5) (7.7) (4.9) (6.9)

5 Large 0 0 14 0 0 0 14
(More than (45.2) (4.9)
10)

Total 36 102 31 19 39 61 288
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to column totals.

Table: 5.5
Distribution of APST Households according to Land Ownership

Categories in Study Villages
SL. LAND NAME OF THE VILLAGES
NO OWNER

SHIP POMA JULLY TIGDO SAPP SHER SHERA TOTAL
CATEG ER GAON BASTI
ORY  (IN CAMP
ACRES)

1 Landless 8 1 9 18
(42.1) (2.6) (18.8) (8.7)

2 Marginal 20 50 9 22 20 121
(0.1-2.5) (100.0) (98.0) (47.4) (56.4) (41.7) (58.7)

3 Small 1 3 13 16 33
(2.5-5.0) (2.0) (10.3) (33.3) (33.3) (16.0)

4 Medium 12 2 3 3 20
(5.0-10.0) (41.4) (10.5) (7.7) (6.3) (9.7)

5 Large 14 14
(More (48.3) (6.8)
than 10)

 Total 20 51 29 19 39 48 206
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to column totals.
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While the distribution of ownership of land holdings provides insights

into the resource endowment position of the households, the size of

operational holdings presents the de facto access of households to

land for cultivation. As such, given the fluidity and ambiguities associated

with legal claims over agricultural land in the state, the data on

operational holdings is more reliable than that on ownership holdings.

In total 14.6 per cent of the households in the sample do not operate

any land, while an overwhelming 55.6 per cent operate only on marginal

land. Around 18 per cent of households operate on holdings of less

than 5 and more than 2.5 acres of land. Thus, the agrarian structure

of the study area is characterized by the preponderance of marginal

and small cultivators.

In table 5.7 the extent of participation in the land lease market has

been presented. In total, 26 per cent of households have leased in

land. The figure seems to be much higher than the average figures for

the state as per official agricultural census figures. There are several

reasons for this. Firstly, our study villages are located in relatively well

communicated parts of the state and migration of outside labour to

these areas are relatively higher than to the interior villages. As such,

the share of non-APST population is comparatively higher in the two

study districts. Secondly, the official figures on the extent of tenancy

have been found to be downwardly biased because of underreporting.

There is considerable inter-village difference in the extent of tenancy.

Although all classes of households have been found to be leasing in

land, it is important to note that a comparatively higher proportion of

households operating on higher land sizes have leased in land than

among those who operate on marginal holdings (Table 5.8). In terms
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of absolute numbers the marginal holders constitute the largest group

among the tenants. The relatively larger landowners, however, are the

main suppliers of land under tenancy (Table: 5.9). In Arunachal Pradesh,

there is little incentive to own agricultural land for purely cultivation

purposes unless there is a dependable supply of migrant tenants. Again,

apart from the areas where horticultural crops are being cultivated,

landowners tend to expand the size of holdings only if plain land is

available. Many of the migrant tenants prefer to cultivate plain land in

which they have some prior experience. Thus tenancy in the state is

both the result as well as the cause for increasing concentration of land

ownership.

Table: 5.6
Size Class wise Distribution of Operational Holdings

SL. LAND NAME OF THE VILLAGES
NO OWNER

SHIP POMA JULLY TIGDO SAPP SHER SHERA TOTAL
CATEG ER GAON BASTI
ORY  (IN CAMP
ACRES)

1 Non- 16 15 2 6 0 3 42
Operating (44.4) (14.7) (6.5) (31.6) (4.9) (14.6)

2 Marginal 20 71 1 11 23 34 160
(0.1-2.5) (55.6) (69.6) (3.2) (57.9) (59.0) (55.7) (55.6)

3 Small 0 15 4 0 14 19 52
(2.5-5.0) (14.7) (12.9) (35.9) (31.1) (18.1)

4 Medium 0 1 19 2 2 5 29
(5.0-10.0) (1.0) (61.3) (10.5) (5.1) (8.2) (10.1)

5 Large 0 5 0 0 0 5
(More than 10) (16.1) (1.7)

Total 36 102 31 19 39 61 288
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to column totals.
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Table: 5.7
Extent of Leasing-in Study Villages

Sl. Name of                  Number of Households
No the Village Leasing-in Not Leasing-in Total
1 Poma 0 36 36

(0) (100.0) (100.0)
2 Jully 35 67 102

(34.3) (65.7) (100.0)
3.00 Tigdo 8 23 31

(25.8) (74.2) (100.0)
4.00 Sapper Camp 3 16 19

(15.8) (84.2) (100.0)
5.00 Sher Gaon 1 38 39

(2.6) (97.4) (100.0)
6.00 Shera Basti 28 33 61

(45.9) (54.1) (100.0)
Total 75 213 288

(26.0) (74.0) (100.0)
Source: Field Survey
Note: Figures within brackets refer to percentages to row total.

Table: 5.8
Households Leasing-in by Size Class of Operational Holdings

Sl. Operational Number of Households
No Holding

Categories Leasing-in Not Leasing-in Total
(in acres)

1 Non-Operating 0 42 42
(0) (100.0) (100.0)
[0] [19.7] [14.6]

2 Marginal 41 119 160
(0.1-2.5) (25.6) (74.4) (100.0)

[54.7] [55.9] [55.6]
3 Small 22 30 52

(2.5-5.0) (42.3) (57.7) (100.0)
[29.3] [14.1] [18.1]

4 Medium 9 20 29
(5.0-10.0) (31.0) (69.0) (100.0)

[12.0] [9.4] [10.1]
5 Large 3 2 5

(More than (60.0) (40.0) (100.0)
10) [4.0] [0.9] [1.7]
Total 75 213 288

(26.0) (74.0) (100.0)
[100.0] [100.0] [100.0]

Source: Field Survey
Note: Figures within brackets refer to percentages to row total. Figures within square
brackets refer to percentages to column totals.



55

Table: 5.9
Households Leasing-out by Size Class of Ownership Holdings

Sl.No. Land Ownership Number of households
Category
(in acres) Leasing-Out Not Leasing-out Total

1 Landless 0 97 97
(0) (100) (100.0)
[0] [37.6] [33.7]

2 Marginal 1 121 122
(0.1-2.5) (0.8) (99.2) (100.0)

[3.3] [46.9] [42.4]

3 Small 6 29 35
(2.5-5.0) (17.1) (82.9) (100.0)

[20.0] [11.2] [12.2]

4 Medium 9 11 20
(5.0-10.0) (45.0) (55.0) (100.0)

[30.0] [4.3] [6.9]

5 Large 14 0 14
(More than (100.0) (0) (100.0)
10) [46.7] [0] [4.9]

 Total 30 258 288
(10.4) (89.6) (100.0)

[100.0] [100.0] [100.0]

Source: Field Survey

Note: Figures within brackets refer to percentages to row total. Figures within
square brackets refer to percentages to column totals.

5.3 Occupational Distribution of Households

The occupational distribution households in the two districts have been
presented in Table: 5.10. Combining data from all the study villages, it is
found that 43.4 per cent of households depend upon agriculture as their
main occupation. The second most important occupation is casual wage
labour in the non-farm sector in which, 23.3 per cent of all surveyed
households are engaged. In total 13.5 per cent of households depend
upon trade and business as their main occupation, while around 12 per
cent depend on government services. There are some significant inter-
district differences in the relative importance of various occupations. Firstly,
cultivation has a much larger presence in the villages of West Kameng
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district than in Papum Pare. Secondly, casual wage labour in non-farm
sector is an important occupation in the villages of Papum Pare district,
while it has relatively less significant presence in West Kameng.
Interestingly, comparatively, a larger proportion of households in Papum
Pare have reported forest related activities as their main occupation than
in West Kameng district. These differences are captured more
pronouncedly as we analyse the inter-village differences in distribution of
households in terms of their main occupation in table: 5.11. These sharp
differences in the relative importance of various occupational groups in
the study villages capture an important dimension of the unevenness
and spatial variations in the level and pattern of diversification in rural
Arunachal Pradesh. Even within Papum Pare district the percentage
share of households dependent on agriculture varies from 17.6 in Jully
village to 90.3 in Tigdo. Cultivation has the lowest share in Sapper
Camp in West Kameng district, where the proportionate share of
households dependent on casual non-farm labour is the highest. The
relative importance of Government service as the main source of livelihood
is highest in Shera Basti, probably because of its proximity to Bomdila
town, the district head quarters of West Kameng district.

Table: 5.10
Occupational Distribution of Households in the Districts

Sl. Occupations Districts
No Papum Pare West Kameng Total
1 Cultivation 60 65 125

(35.5) (54.6) (43.4)
2 Agricultural Labour 0 4 4

(0) (3.4) (1.4)
3 Casual Non-farm Labour 55 12 67

(32.5) (10.1) (23.3)
4 Govt. Service 10 24 34

(5.9) (20.2) (11.8)
5 Trade and Business 29 10 39

(17.2) (8.4) (13.5)
6 Forest related activities 9 2 11

(5.3) (1.7) (3.8)
7 Others 6 2 8

(3.6) (1.7) (2.7)
Total 169 119 288

(100.0) (100.0) (100.0)
Source: Field Survey

Note: Figures within brackets refer to percentages to column totals.
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Table: 5.11
Occupational Distribution of Households in the Study Villages

SL.  OCCU NAME OF THE VILLAGES
NO PATION

POMA JULLY TIGDO SAPP SHER SHERA TOTAL
ER GAON BASTI

CAMP

1 Cultivation 14 18 28 1 26 38 125
(38.9) (17.6) (90.3) (5.3) (66.7) (62.3) (43.4)

2 Agricultural 0 0 0 0 0 4 4
Labour (0) (0) (0) (0) (0) (6.6) (1.4)

3 Casual 10 45 0 11 1 0 67
Nonfarm (27.8) (44.1) (0) (57.9) (2.6) (0) (23.3)
Labour

4 Government 6 2 2 1 8 15 34
Service (16.7) (2.0) (6.5) (5.3) (20.5) (24.6) (11.8)

5 Trade and 3 25 1 5 2 3 39
Business (8.3) (24.5) (3.2) (26.3) (5.1) (4.9) (13.5)

6 Forest 0 9 0 1 0 1 11
related (0) (8.8) (0) (5.3) (0) (1.6) (3.8)
activities

7 Other 3 3 0 0 2 0 8
(8.3) (3.0) (0) (0) (5.1) (0) (2.7)

 Total 36 102 31 19 39 61 288
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to column totals.

As discussed earlier, the difference between economic position of APST
households and others holds the key to the understanding of many
important dimensions of the social reality in the state. It is clear from
table: 5.12 that cultivation has a much prominent position as the main
occupation among the APST households, while casual labour in the
non-farm sector is the main occupation for 66 per cent of households
belonging to non-APST categories. Again the relative importance of
government service is higher among the non-APST, but interestingly
enough, trade and business has a higher relative importance among
the APST households. However, it is important to note that given the
multiplicity of livelihood sources of the households, often the main
occupation does not provide adequate information regarding the
employment diversification of the households.
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Table: 5.12
Occupational Distribution of APST Households

Sl.No  Occupation Household Category

APST Others Total

1 Cultivation 116 9 125
(56.3) (11.0) (43.4)

2 Agricultural 1 3 4
Labour (0.5) (3.7) (1.4)

3 Casual 13 54 67
Nonfarm (6.3) (65.9) (23.3)
Labour

4 Government 23 11 34
Service (11.2) (13.4) (11.8)

5 Trade and 36 3 39
Business (17.5) (3.7) (13.5)

6 Forest related 11 0 11
activities (5.3) (0) (3.8)

7 Other 6 2 8
(2.9) (2.4) (2.7)

Total 206 82 288
(100.0) (100.0) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to column totals.

In order to find out the alternative sources of earnings at the

household level, we have presented the distribution of households

according to their secondary occupation, both at the district as well

as at the village levels (Tables: 5.13 and 5.14). While, 9 per cent of

households reported to have no secondary occupation, cultivation,

followed by forest related activities and agricultural labour comes

out as important secondary occupations. It important to note that

the last two occupations have very little significance as primary

occupations, but have greater significance as secondary occupations.
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So far as inter district variation is concerned, it is found that casual

non-farm labour has a greater relative importance in West Kameng

district, while trade and business provides secondary occupation to

a relatively higher proportion of households in Papum Pare. As in

the case of primary occupations, the relat ive importance of

secondary occupations varies significantly across the study villages

(Table: 5.14).

Table: 5.13
District wise Distribution of Households according to

Secondary Occupations

Sl. Occupations Districts
No. Papum Pare West Kameng Total

1 No Secondary 14 12 26
Occupation (8.3) (10.1) (9.0)

 2 Cultivation 73 41 114
(43.2) (34.5) (39.6)

 3 Agricultural 21 10 31
Labour (12.4) (8.4) (10.8)

 4 Casual Nonfarm 5 13 18
Labour (3.0) (10.9) (6.3)

 5 Trade and Business 18 4 22
(10.7) (3.4) (7.6)

 6 Forest related 36 28 64
activities (21.3) (23.5) (22.2)

 7 Animal Husbandry 2 9 11
(1.2) (7.6) (3.8)

 8 Other 0 2 2
(0) (1.7) (0.7)

Total 169 119 288
(100.0) (100.0) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to column totals.
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Table: 5.14
Village wise Distribution of Households according to Secondary

Occupations

SL.  OCCU NAME OF THE VILLAGES
NO PATION

POMA JULLY TIGDO SAPP SHER SHERA TOTAL
ER GAON BASTI

CAMP

1 No 8 4 2 2 3 7 26
Secondary (22.2) (3.9) (6.5) (10.5) (7.7) (11.5) (9.0)
Occupation

 2 Cultivation 6 66 1 11 12 18 114
(16.7) (64.7) (3.2) (57.9) (30.8) (29.5) (39.6)

 3 Agricultural 7 9 5 0 0 10 31
Labour (19.4) (8.8) (16.1) (0) (0) (16.4) (10.8)

 4 Casual 1 1 3 2 8 3 18
Nonfarm (2.8) (1.0) (9.7) (10.5) (20.5) (4.9) (6.3)
Labour

 5 Trade and 13 4 1 0 0 4 22
Business (36.1) (3.9) (3.2) (0) (0) (6.6) (7.6)

 6 Forest related 0 18 18 4 11 13 64
activities (0) (17.6) (58.1) (21.1) (28.2) (21.3) (22.2)

 7 Animal 1 0 1 0 5 4 11
Husbandry (2.8) (0) (3.2) (0) (12.8) (6.6) (3.8)

 8 Other 0 0 0 0 0 2 2
(0) (0) (0) (0) (0) (3.3) (0.7)

Total 36 102 31 19 39 61 288
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to column totals.

In table: 5.15 the distribution of various secondary occupations in terms
of primary occupation of households have been presented, which
provides additional information regarding the livelihood diversification
strategies of households in the study villages. Among cultivators, the
most important occupational group in terms of primary occupation,
'forest related activities' is the most important secondary occupation,
followed by trade and business, agricultural labour and casual non-farm
labour. Among all other primary occupation groups, cultivation is the
most important secondary occupation, with the sole exception of the
agricultural labour households. A majority of agricultural labour
households depend on forest activities as their second occupation.
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Table: 5.15
Distribution of Secondary Occupations by Primary Occupations

Secondary Primary Occupations
Occupation Cultivation Agri. Casual Govt. Trade Forest Others Total

Lab Non- Service and
farm Business
Lab.

No Secondary 9 4 11 2 26
Occupation (7.2) (6.0) (32.4) (25.0) (9.0)

Cultivation 45 21 35 7 6 114
(67.2) (61.8) (89.7) (63.6) (75.0) (39.6)

Agricultural 15 16 31
Labour (12.0) (23.9) (10.8)

Casual Non- 15 1 1 1 18
farm Labour (12.0) (25.0) (2.9) (9.1) (6.3)

Trade and 18 1 3 22
Business (14.4) (2.9) (27.3) (7.6)

Forest related 55 3 2 4 64
activities (44.0) (75.0) (3.0) (10.3) (22.2)

Animal 11 11
Husbandry (8.8) (3.8)

Other 2 2
(1.6) (0.7)

Total 125 4 67 34 39 11 8 288
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to column totals.

5.4 Non-Farm Occupations

The relative importance of farm and non-farm occupations in the study
villages has been presented in Table: 5.16. This classification is based
on the primary occupation of the households. The sharp inter-village
difference in the share of non-farm occupations is worth noticing. In
Papum Pare district, the proportion of households depending upon
non-farm sources varies from 73.5 in Jully to only 9.7 in Tigdo, while
in West Kameng, it varies from 33.3 in Sher Gaon to 89.5 per cent in
Sapper Camp. In Papum Pare district, 59.2 per cent of surveyed
households and in West Kameng district 40.3 per cent of households
depend upon non-farm occupation of various kinds. In total, 51 per
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cent of households depend upon non-farm households, while the rest
depend upon farm-based occupation20. Before proceeding further, it is
important to clarify that these figures are much larger than the average
figures for Arunachal Pradesh. This is so because, deliberately we have
chosen the districts having higher share of rural non-farm workers and,
secondly, because within the selected districts we have purposively
chosen villages nearer to urban areas. However, the results very clearly
bring out the localized and highly concentrated expansion of the rural
non-farm economy in the state.

So far as the share of APST and non-APST households in non-farm
occupations is concerned, it is found that the former have considerably
lower participation in the non-farm occupations, than the later. Table:
5.17 shows that 37.9 per cent of APST households as against 85.4
per cent of Non-APST households have reported the non-farm
occupations as their primary source of livelihood. Thus, migration of
non-local labour to the rural non-farm sector has been one of the
prominent features of the RNFE growth in rural Arunachal Pradesh. In
terms of landownership categories, predictably enough, a higher
percentage of non-land owning households earn their livelihood from
the non-farm occupations. However, when we investigate the share of
migrants and non-migrants in farm and non-farm occupations it is
found that migrants have a remarkably higher share in non-farm
occupations (86.0 per cent) than that of the non-migrants21. The
20It is interesting to note that although there is a rich tradition of traditional handicrafts in Arunachal
Pradesh, given the low levels of division of labour and specialization in the traditional economy,
the traditional non-farm activities such as household manufacturing and community and personal
services, by and large, were not pursued as primary occupations. As such, due to the very nature
of the tribal economy, there is hardly any occupational group that can be included in the category
of personal and community services, except for the traditional priests and healers and those working
in the village institutions. Non-farm occupations such as personal and community services and
traditional handicrafts, more or less, imply continuity with the traditional economy of the villages.
The dynamism associated with the non-farm economy may be associated with some of the modern
non-farm activities, rather than with all the activities outside the farm economy. Thus the real
extent, to which the traditional economy has been transformed in terms of occupational
diversification, cannot be meaningfully derived from the above-mentioned figures on aggregate
non-farm activities. It is interesting to note that there is hardly any change in the share of non-farm
occupations as a result of this reclassification. Thus almost the entire spectrum of non-farm activities
found in rural Arunachal Pradesh, are non-traditional.
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proportion of households depending upon non-farm occupations shows
a secular decline with rise in land ownership (Table: 5.18). However,
given the land market imperfections and rigidities, this result needs to
be interpreted carefully. It might have resulted from the fact that many
of the non-farm sector workers, who are migrants from outside the
state, simply do not have the rights to own land in Arunachal Pradesh.
But, in table 5.19, where the relative importance of farm and non-farm
occupations have been presented with respect to the APST households,
it is found that the inverse relation between landownership and
participation in non-farm occupations still holds good.

Table: 5.16
Share of Households Depending upon Non-farm Occupations in

Study Villages

Sl. Name of                    No of Households Depending upon
No the Village Farm Non-farm Total

Occupations Occupations
1 Poma 14 22 36

(38.9) (61.1) (100.0)

2 Jully 27 75 102
(26.5) (73.5) (100.0)

3 Tigdo 28 3 31
(90.3) (9.7) (100.0)

4 Sapper Camp 2 17 19
(10.5) (89.5) (100.0)

5 Sher Gaon 26 13 39
(66.7) (33.3) (100.0)

6 Shera Basti 43 18 61
(70.5) (29.5) (100.0)

Total 140 148 288
(48.6) (51.4) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to row total.

21The migrant households in our data include migrants from outside the state and the migrants
from outside the district. Thus, migrant households also include some households belonging to the
APST category.
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Table: 5.17
Participation in Non-farm Occupations by ST and Migration Status

Category of No of Households Depending upon
Households Farm Non-farm Total

Occupations Occupations
Non-APST 12 70 82

(14.6) (85.4) (100.0)

APST 128 78 206
(62.1) (37.9) (100.0)

Total 140 148 288
(48.6) (51.4) (100.0)

Non-Migrants 126 62 188
(67.0) (33.0) (100.0)

Migrants 14 86 100
(14.0) (86.0) (100.0)

Total 140 148 288
(48.6) (51.4) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to row total.

Table: 5.18
Land Ownership and Participation in Non-farm Occupations

Sl. Land No of Households Depending upon
No. Ownership

Category Farm Non-farm Total
(in acres) Occupations Occupations

1 Landless 20 77 97
(20.6) (79.4) (100.0)

2 Marginal 69 53 122
(0.1-2.5) (56.6) (43.4) (100.0)

3 Small 21 14 35
(2.5-5.0) (60.0) (40.0) (100.0)

4 Medium 17 3 20
(5.0-10.0) (85.0) (15.0) (100.0)

5 Large 13 1 14
(More than 10) (92.9) (7.1) (100.0)

Total 140 148 288
(48.6) (51.4) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to row total.
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Table: 5.19
Land Ownership and Participation in Non-farm Occupations:

APST Households

Sl. Land No of Households Depending upon
No. Ownership

Category Farm Non-farm Total
(in acres) Occupations Occupations

1 Landless 8 10 18
(44.4) (55.6) (100.0)

2 Marginal 69 52 121
(0.1-2.5) (57.0) (43.0) (100.0)

3 Small 21 12 33
(2.5-5.0) (63.6) (36.4) (100.0)

4 Medium 17 3 20
(5.0-10.0) (85.0) (15.0) (100.0)

5 Large 13 1 14
(More than 10) (92.9) (7.1) (100.0)

Total 128 78 206
(62.1) (37.9) (100.0)

Source: Field Survey

Note: Figures within brackets refer to percentages to row total.

In terms of educational categories, among the households having
illiterate heads, 48.5 per cent work in the non-farm sector. Among the
households having heads with more than 12 years of schooling, as
high as 80 per cent are in the non-farm occupations. Although the
relationship is far from straight forward, by and large, households having
heads with a higher educational standard, have a higher proportion
dependent upon non-farm occupations (Table: 5.20). Again, of all the
households surveyed, around 58 per cent have heads who are illiterates,
but the share of such households among the non-farm households is
only marginally lower than that of those in farm occupations. On the
other extreme, among the households depending upon non-farm
occupations, a relatively higher percentage has heads who have studied
beyond class 7. This phenomenon is obviously linked to the
heterogeneity within the non-farm sector. Such trends are also
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pronounced in the case of the APST households. In table 5.19, for
example, it is shown that among the APST households, out of 113
households having illiterates as household heads, 33.6 per cent are in
non-farm occupations, but the share of non-farm occupations goes up
to 68 per cent when we consider households with heads having more
than 12 years of schooling.

Table: 5.20
Educational Qualification of Households Heads and Participation

in Non-farm Occupations

Sl. Educational No of Households Depending upon
No. Qualification

of Farm Non-farm Total
Household Occupations Occupations
Heads

1 Illiterate 86 81 167
(51.5) (48.5) (100.0)
[61.4] [54.7] [58.0]

2 Up To Primary 33 31 64
(51.6) (48.4) (100.0)
[23.6] [20.9] [22.2]

3 Up To Middle 9 13 22
(40.9) (59.1) (100.0)
[6.4] [8.8] [7.6]

4 Up To 8 15 23
Secondary (34.8) (65.2) (100.0)

[5.7] [10.1] [8.0]

5 Up To Higher 3 4 7
Secondary (42.9) (57.1) (100.0)

[2.1] [2.7] [2.4]

6 Beyond 1 4 5
Higher (20.0) (80.0) (100.0)
Secondary [0.7] [2.7] [1.7]

 Total 140 148 288
(48.6) (51.4) (100.0)

[100.0] [100.0] [100.0]

Source: Field Survey

Note: Figures within brackets refer to percentages to row total. Figures within
square brackets refer to percentages to column totals.
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Table: 5.21
Educational Qualification of Households Heads and Participation

in Non-farm Occupations: APST Households

Category Educational        No of Households Depending upon
No. Qualification

of Household Farm Non-farm Total
Heads Occupations Occupations

Non- Illiterate 11 43 54
APST (20.4) (79.6) (100.0)

[91.7] [61.4] [65.9]
Up To Primary 1 19 20

(5.0) (95.0) (100.0)
[8.3] [27.1] [24.4]

Up To Middle 3 3
(100.0) (100.0)

[4.3] [3.7]
Up To Secondary 3 3

(100.0) (100.0)
[4.3] [3.7]

Beyond Higher 2 2
Secondary (100.0) (100.0)

[2.9] [2.4]
Total 12 70 82

(14.6) (85.4) (100.0)
[100.0] [100.0] [100.0]

 APST Illiterate 75 38 113
(66.4) (33.6) (100.0)
[58.6] [48.7] [54.9]

Up To Primary 32 12 44
(72.7) (27.3) (100.0)
[25.0] [15.4] [21.4]

Up To Middle 9 10 19
(47.4) (52.6) (100.0)
[7.0] [12.8] [9.2]

Up To Secondary 8 12 20
(40.0) (60.0) (100.0)
[6.3] [15.4] [9.7]

Up To Higher 3 4 7
Secondary (42.9) (57.1) (100.0)

[2.3] [5.1] [3.4]
Beyond Higher 1 2 3
Secondary (33.3) (66.7) (100.0)

[0.8] [2.6] [1.5]
 Total 128 78 206

(62.1) (37.9) (100.0)
[100.0] [100.0] [100.0]

Source: Field Survey
Note: Figures within brackets refer to percentages to row total. Figures within
square brackets refer to percentages to column totals.
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5.5 Distribution of Working Days across Different
Activities

Another problem with assessing the significance of non-farm activities
through the relative importance of various primary occupations is that
it does not take into account the participation of households in various
non-farm activities as subsidiary activities for a comparatively small
period of time. Earlier studies show that many of the tribal households
in rural occupations have not yet shifted to non-farm occupations, but
have been gradually participating in non-farm occupations like wage
labour in road construction and petty trading in vegetables and fruits
for a few weeks in a year. In order to capture this dimension of the
labour use of the surveyed households, we have presented the
distribution of total family working days across various activities in table
5.22. It is important to note that though traditional manufacturing,
cottage industries and handicrafts were not reported either as primary
or secondary occupations, labour disposition patterns bring out its
limited importance in few of the study villages. The overall share of
non-farm activities is higher than that in terms of occupational
classification of households. The share of forest related activities is also
higher, primarily because of the nature of forest dependency in the
state. Because of climatic, living style and cultural factors, local, tribal
households generally spend some time in the collection of forest
resources. Similarly, there is some increase in the share of animal
husbandry, which again is taken up generally as a subsidiary activity in
villages nearer to urban areas.

Table: 5.23 bring out the share of all non-farm working days in total
family working days in the study villages. As expected there are wide
inter-village differences in terms of the relative importance of the non-
farm activities. The share of all non-farm activities ranges from only
43 per cent in Tigdo to nearly 80 per cent in Sapper Camp. However,
when we exclude the time spent in forest related activities, to take into
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account its overlapping nature with farm operations in the state, the
overall share of non-farm activities comes down from 57 per cent to
48 per cent. In villages such as Poma and Jully the share comes down
significantly, whereas in Sapper Camp it affects the share of non-farm
activities marginally.

Table: 5.22
Distribution of Total Family Working Days across

Different Activities
Name Share of Total Family Working Days in
of the
Village Agri- Animal Forest Non- Govern Trade Cottage Other

culture Husban- farm ment and Industry
dry Wage Service Business

Labour

Poma 25.12 0.0 10.37 21.03 18.25 20.24 4.98 0.0

Jully 28.72 1.35 16.27 28.81 3.37 19.30 1.62 0.57

Tigdo 65.81 2.66 7.23 0.00 18.10 3.75 0.80 1.65

Sapper 19.43 4.81 1.22 48.31 9.73 16.51 0.0 0.0
Camp

Sher 58.33 5.07 6.03 7.21 21.98 0.82 0.0 0.56
Gaon

Shera 65.81 3.23 4.89 1.11 25.59 7.55 0.21 0.67
Basti

All 42.83 2.62 9.33 16.64 14.87 11.93 1.15 0.62
Villages

Source: Field Survey

Table: 5.23
Share of Non-farm Working Days in Total Family Working Days

Name of the Villages Percentage of Non-farm
working days to total working days

Poma 64.51

Jully 55.01

Tigdo 26.96

Sapper Camp 79.35

Sher Gaon 35.64

Shera Basti 38.37

All Villages 47.84

Source: Field Survey
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5.6 Multiplicity of Livelihoods and Non-farm
Activities

One of the significant aspects of the livelihoods in many risk-prone
economies is the multiplicity of livelihoods. As an attempt to disperse
risk and avoid unexpected short falls in earnings, production or
consumption levels household tend to diversify their sources of
livelihoods. In doing so, they typically diversify their portfolio of earnings
and tend to participate in a number of different activities simultaneously
or sequentially. A rigid framework focusing upon the primary
occupations alone tend to neglect the significance of such risk dispersion
strategies of the households. Multiplicity of sources of livelihoods not
only provides the households to diversify their sources of earnings; it
also helps them in effectively utilizing some of their slack resources,
such as labour of household members in off-peak seasons and beyond
normal working hours.

Table: 5.24 presents the frequency distribution of households
according to the number of livelihood sources. Only a miniscule 1.4
per cent depend on a single source of livelihood, while a majority of
households depend upon at least three different sources. The mean
number of livelihood sources in different study villages is presented
in table: 5.25. It is found that in Sher Gaon and Jully villages the
average number of livelihood sources is close to 3.5, while it is the
lowest in Poma. In order to find out the differences in the livelihood
strategies of different categories of households, we have presented
the mean no of livelihood sources separately for farm and non-farm
households in table: 5.26. Combining all the households, it is found
that the mean number of households in case of those who have non-
farm occupations as their primary source is higher than that for those
having farm-based occupations. But there are considerable differences
across the villages.  In four of the study villages non-farm households
have a higher mean number of livelihoods sources, but in two villages,
Tigdo and Sapper Camp it is the farm-based households who have
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opted for a larger number of livelihoods. It is interesting to note that,
while Tigdo is predominantly dependent upon agriculture, Sapper
Camp is basically a village of settlers depending upon non-farm
sources.

Table: 5.24
Frequency Distribution of Households according to Number of

Livelihoods Sources

No. of Frequency Percent
Livelihoods

1.00 4 1.4

2.00 64 22.2

3.00 102 35.4

4.00 88 30.6

5.00 30 10.4

Total 288 100.0

Source: Field Survey

Table: 5.25
Mean Number of Livelihoods per Households

Name of Mean Number Std. Deviation
the Villages Number of of

Livelihood Households
Sources

Poma 2.5000 36 .8106

Jully 3.4804 102 .9722

Tigdo 3.2258 31 .9903

Sapper Camp 2.9474 19 1.0788

Sher Gaon 3.4872 39 .7905

Shera Basti 3.3279 61 .8703

All Villages 3.2639 288 .9662

Source: Field Survey
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Table: 5.26
Mean Number of Livelihoods per Households in Farm

and Non-farm Occupations

Name of the Villages Occupation Group Mean Number
of Livelihood

Sources

Poma Farm 2.07
Non-farm 2.77

Jully Farm 2.81
Non-farm 3.72

Tigdo Farm 3.39
Non-farm 1.67

Sapper Camp Farm 3.50
Non-farm 2.88

Sher Gaon Farm 3.38
Non-farm 3.69

Shera Basti Farm 3.19
Non-farm 3.67

All Villages Farm 3.09
Non-farm 3.43

Source: Field Survey

5.7 Household Level Determinants of Participation
in Non-farm Activities

To investigate the determinants of household participation in non-
farm activities, we estimated a binary logit model. The results for binary
logistic regression to find out the determinants of household level
participation in the non-farm occupation have been presented in Table:
5.28. The variable specifications are as follows.

Dependent Variable: P=1, if the primary occupation is non-farm, or
else=0.
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Independent Variables:

1. ST_D= Scheduled Tribe Dummy, =1, if the household belongs to
the APST category; =0, Otherwise.

2. EDUHEAD= Years of schooling of Head of the Household

3. OPERHOLD= Operational Holding of the household in acres

4. AGLAB_D= Agricultural Labour Dummy, which takes the value

1 if any member of the household has worked as wage labour in

agriculture in the past one year, and 0, otherwise.

5. DISTANCE=the distance dummy variable, capturing the impact

of urban proximity. It takes the value 1, if the village is near an

urban locality and 0, if it is not.

6. TWORKERS= Number of workers in the household

7. LANDLESS= The dummy variable takes the value 1 if the

household is landless,0 otherwise.

The regression results in table: 5.27 indicates that the probability of a

household entering into any non-farm occupation in the study villages

is influenced significantly by the ST status, the education of the head of

the household and size of operational holdings. While the ST status

reduces the possibility of entering a non-farm occupation, the education

of the head of the household is positively related with participation in

non-farm occupation. Size of operational holding is negatively associated

with participation in the non-farm sector. Participation in agricultural

wage labour is negatively, but insignificantly associated with participation

in non-farm activity, while the dummy capturing distance from the

urban locality shows a significant relationship between nearness to

urban locality and participation in non-farm occupation. In the second

model, we have tried to find out the household level determinants of



74

participation in the highly remunerative non-farm occupations22, among
the households who depend on the non-farm sector. Interestingly, the
results presented in table 5.28 suggest that the ST status, which was
found to be significant in previous models, is not significant in
determining the household's entry into bet ter-paid non-farm
occupations. The education of the household head, however, continues
to be significant in explaining the possibility of entering into the
occupat ions with high earnings within the non-farm sector.
Landlessness, interestingly, has a strong negative influence on the
possibility of entry into these occupations. Size of the operational
holdings is negatively and significantly related with the probability of
entry to highly remunerative non-farm occupations. In the last model
we have tried to identify the factors, which influence the entry of the
households to casual non-farm labour market. The regression has been
estimated for households who are in the non-farm sector. Quite
expectedly, landlessness emerges as the strongest explanatory variable,
influencing the decision of the household to enter the rural casual labour
market in the non-farm economy. The ST status is negatively linked
with participation in this activity. In Arunachal Pradesh, it is basically
the migrant labourers, who mostly belong to the non-APST category,
work as casual non-farm labour in the rural areas. Thus, within the
non-farm economy, the ST households in Arunachal Pradesh are more
likely to be in the better paid non-farm occupations, while migrant
households are more likely to work in the wage labour market with
considerably lower earnings. The econometric investigation, at least
partially, explains the heterogeneous nature and local peculiarities of
the rural non-farm economy in the state. While, on the one hand, we
find some evidences of diversification of the relatively resource-poor
households, into some of the low-paid non-farm occupations, particularly

22The highly remunerative non-farm occupations were selected on the basis of average annual per
capita earnings of households in the respective occupations. It was found that government service,
trade and business and other occupations are among the highly remunerative non-farm occupations.
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to non-farm casual labour, on the other hand it is the relatively better
endowed households, particularly in terms of educational attainments,
who have shifted to non-farm occupations, most ostensibly as a response
to better opportunities.

Table 5.27
Determinants of Participation in Non-farm Occupations:
Results of Binary Logistic Regression (All Households)

Variables B S.E.
ST_D -2.855* 0.592

EDUHEAD 0.184* 0.047

OPERHOLD -0.347* 0.095

AGLAB_D -0.887 0.550

DISTANCE 0.794*** 0.420

TWORKERS 0.138 0.106

Constant 1.680 0.860

N 288

-2 Log likelihood 286.700

Cox & Snell R2 0.323

(Note: * indicates significance at 1 per cent level, ***indicates significance at 10
per cent level.)

Table 5.28
Determinants of Participation in Highly Remunerative

Non-farm Occupations

Variables B S.E.
ST_D 0.321 0.871

EDUHEAD 0.321* 0.089

OPERHOLD -0.591* 0.201

DISTANCE -0.636 1.265

LANDLESS -3.624* 0.967

Constant 2.568 1.692

N 148

-2 Log likelihood 103.183

Cox & Snell R Square 0.495

(Note: * indicates significance at 1 per cent level, ** indicates significance at 5 per
cent level)
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Table 5.29
Determinants of Participation in Non-farm Wage Labour

Variables B S.E
ST_D -0.465 0.878

EDUHEAD -0.325* 0.093

OPERHOLD 0.568** 0.225

DISTANCE 0.457 1.258

LANDLESS 3.895* 0.994

TWORKERS 0.235 0.226

Constant -0.465 0.878

N 148

-2 Log likelihood 98.149

Cox & Snell R Square .510

(Note: * indicates significance at 1 per cent level,** indicates significance at 5 per
cent level.)
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CHAPTER-VI

Concluding Observations and Policy
Implications

The process of rural economic transformation is intrinsically linked
with the expansion of non-farm activities within the rural economy.
However, the rural non-farm sector is generally characterized by an
extraordinary degree of diversity, in terms of its composition, levels of
earnings, types of skill required as well as backward and forward linkages
with other sectors of the economy, including agriculture. The very fact
that the rural non-farm sector comprises of both high-end occupations,
with better earnings and higher skill intensity as well as low-end jobs
with abysmally low levels of earnings, has led to a debate regarding the
casual mechanisms underlying its expansion. The variations in the level
as well as composition of the non-farm sector in different developing
economies as well as regional settings has necessitated the study of its
growth in terms of localized growth linkages, with a greater emphasis
on local specificities. In this back drop, the present study tried to capture
some aspects of the nature and significance of the rural non-farm sector
in one of the least studied states of India, namely Arunachal Pradesh.

A selective review of the recent literature on the topic reveals that there
is far greater appreciation of the role and significance of this sector in
the overall growth process in general and in employment generation in
particular, both within the academia as well as in the policy making
bodies. The possibility of simultaneous existence of both push and pull
factors in expanding the size of the rural non-farm sector has been well
recognized, as empirical evidences suggest that this generally
incorporates both diversification under distress i.e. distress-push or
diversification in response to better opportunities, i.e. demand-pull.
Again, depending upon the local conditions, the growth of the sector
could be fuelled either through strong urban linkages or through the
multiplier effects of a robust agricultural growth, or through a mix of
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both these sets of linkages. Spatial characteristics of the rural economy
tend to influence the nature as well as degree of growth in the non-
farm activities. A large number of studies have also tried to find  the
determinants of the growth of the non-farm sector, both at the levels of
various spatial units as well as at the levels of individuals and households.

Arunachal Pradesh has its own historical and geographical specificities,
which has a strong bearing upon its development process. The economy
has grown at a very high rate since the nineteen seventies and starting
from a very low level of economic and infrastructural development, it
has attained a moderate level of economic development in terms of
many development indicators. In comparison with many other states
of India, however, the development performance of the state has not
been spectacular. State intervention in general and generous central
assistance in particular has been instrumental in shaping the pace and
the nature of economic development of the state. Although agriculture
has grown at a very high rate, the growth of secondary sector has been
especially tardy in the state. The structural transformation of the
Arunachal economy has resulted in increasing diversification of the
workforce, emergence of a modern non-farm economy, rapid
urbanisation and gradual integration with the regional and national
economy, but the most important aspect of the process is that, while
the share of tertiary sector in the NSDP has increased from 20.48 per
cent in 1970-71 to 41.68 per cent in 2001-02, that of the secondary
sector has been hovering around 20-23 per cent. The share of the
primary sector has decreased from around 60 per cent to 35 per cent
during the same period. The key aspect of the changing sectoral
composition of the state is that the expansion of service sector has
been almost entirely driven by government-sector activities. Public
administration alone contributed around 14 per cent of the NSDP of
the state in 2001-02. The decade of the nineties seems to have
reinforced the structural imbalances of the state's economy. Apart from
the relatively slow growth of NSDP during this decade, the dependence
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of the state on service sector in general and public administration in
particular increased substantially. As such industrialisation never really
had a firm footing in the state's economy, but the restrictions on timber
trade imposed by the Supreme Court of India, led to the closure of
many of the timber-based industries. Although agriculture has been
growing over the years, it is primarily expansion of area under cultivation,
rather than improvements in yield rates, which have contributed to its
growth. Correspondingly, there has been phenomenal expansion of
the tertiary sector employment and some what sluggish expansion of
employment in the secondary sector. Within the secondary sector
employment, construct ion had a higher share than that of
manufacturing. All these have created a kind of growth in the rural
non-farm sector that is highly uneven across space and which, again
has strong links with expansion of the service sector.

The share of non-farm employment in rural employment in the state
has gone up from only 17.09 per cent in 1971 to 26.07 percent in
1991. Analysing the census data, it was noticed that rural employment
in non-household manufacturing, construction, trade and commerce,
and transport, storage and communications have expanded during
1971-1991, while the relative share of house hold manufacturing and
other services has shown a decline. Employment in transport, storage
and communications has recorded the highest growth rate during this
period, followed by mining and quarrying and non- household
manufacturing.

In term of the composition of rural non-farm employment in Arunachal
Pradesh, 'other services', which also included those employed in public
administration, continues to be the most important occupational
category. However, it is important to note that the share of 'other
services' in RNFE has declined significantly from around 96 per cent in
1971 to around 56 per cent during 1991. The second most important
source of employment in the rural non-farm sector comes from the
construction sector. A substantial portion of employment opportunities
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in this sector also comes from the road construction activities of the
government, including those by the defense organizations. Trade and
commerce has also expanded substantially in the rural areas. While in
1971 it accounted for around 1.93 per cent of total employment in the
RNFE, in 1991 its share increased to 8.87 per cent. Non-household
manufacturing has also improved its relative share from 0.12 per cent
to 8.29 per cent during the same period.

Considerable inter-district variation in the share of rural non-farm
employment has been there in the relative importance of the non-farm
sector employment in rural areas. In 2001, it is found that among the
districts of Arunachal Pradesh, West Kameng has the highest (57.83%)
and Tirap (14.66%) has the lowest share of RNF sector employment.
Among other districts having a high level of rural employment
diversification are Tawang (51.15), Papum Pare (47.18), Upper Siang
(32.53), Dibang Valley (29.81). For Arunachal Pradesh as a whole the
share of RNFE was found to be 27.47 per cent.

To find out the correlates and determinants of the share of rural non-
farm sector employment at the district level, zero-order correlation
matrices and regression analysis has been used. The results show that
food crops yield and main cereal crop yield per hectare are positively
correlated with the share of rural non-farm employment. The correlation
of RNFE with literacy and urbanization, was, however, found to be
weak. The results indicate that RNFE growth in the state might have
been driven by growth in agriculture. The fact that the correlation
between agricultural growth and RNFE growth was weak in 1981, but
significant in 1991 can be attributed to stronger inter-sectoral linkages
in the rural areas as a result of rising productivity, increasing
marketisation and commercialization of the agro-economy. However,
given the low levels of commercialization and productivity in agriculture,
it is unlikely that the non-farm economy has been exclusively driven by
the growth impetus in the farm economy. Inter-sectoral production
linkages are remarkably low in the state. However, rising farm incomes
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might have resulted in greater demand for non-farm products and
services in the rural areas through consumption linkages. To find
out the determinants of non-farm growth at a disaggregated level, we
used the block-level data on non-farm employment, from 1991 census.
The results of the regression analysis suggest that, being located near
the administrative centres and higher literacy positively and significantly
influences the share of non-farm workers in the total main workers. We
also tried to fit a linear regression to explain the inter district variations
in the level of rural non-farm employment in 2001. It was found that
neither urbanization, nor the indicators of agricultural development could
satisfactorily explain the variations in the level of RNFE in the districts.
The results show that rural literacy rate is positively associated with the
level of non-farm employment, while average size of operational holding
has a negative relationship with it. Thus in areas, where there average
size of holdings is relatively small and where literacy levels are relatively
high there is a greater possibility of finding a relatively robust non-farm
economy.  These results clearly points out that given the over all
significance of government spending in general and government service
in particular as the key determinant of the development process in the
state, education plays a vital role in determining the size of the non-
farm work force.

To investigate the determinants of participation of rural households in
various non-farm activities in the relatively well-communicated villages
of Arunachal Pradesh, a sample survey of 288 households was carried
out in six villages, located in two districts of the state. It was found that,
in these relatively well-communicated villages, 51 per cent of households
depend upon non-farm occupations, while the rest depend upon farm-
based occupation. When the share of these non-traditional non-farm
occupations, such as government service, trade and business and casual
non-farm labour are taken into account, it is found that in total, 51 per
cent of households depend upon such occupations, implying the relative
insignificance of the traditional non-farm sectors like animal husbandry,
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household manufacturing etc. Sharp inter-village differences were
noticed in terms of the significance of non-farm occupations, which
ranged from 9.7 per cent to 89.5 per cent. These wide differences in
the relative importance of various occupational groups in the study
villages capture an important dimension of the unevenness and spatial
variations in the level and pattern of diversification in rural Arunachal
Pradesh. So far as the share of APST and non-APST households in
non-farm occupations is concerned, it is found that the former have
considerably lower participation in the non-farm occupations, than the
later. In terms of landownership categories, predictably enough, a higher
percentage of non-land owning households earn their livelihood from
the non-farm occupations. The proportion of households depending
upon non-farm occupations shows a secular decline with rise in land
ownership. We also tried to assess the relevance of the non-farm sector
through the distribution of working days in a year across various
activities. Since a considerable proportion of surveyed households were
found to be engaged in multiple activities, the mean number of
livelihoods per households was also computed for different categories
of households.  It was found that the mean number of households in
case of those who have non-farm occupations as their primary source
is higher than that of those having farm-based occupations. But there
are considerable differences across the villages.

The regression results indicate that the probability of a household
entering into any non-farm occupation in the study villages is influenced
positively by the ST status, the education of the head of the household.
Size of operational holding is negatively associated with participation
in the non-farm sector, while the dummy variable capturing distance
from the urban locality shows a significant relationship between nearness
to urban locality and participation in non-farm occupation.

Among the households who depend on the non-farm sector, the
household level determinants of participation in highly remunerative
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non-farm occupations include the education of the head of the
household. Size of the operational holdings and landlessness has a
negative influence on entry to such high-earnings occupations.
Interestingly, the results suggest that the ST status, which was found to
be significant in previous models, is not significant in determining the
household's entry into better-paid non-farm occupations. In the third
model we have tried to identify the factors, which influence the entry
of the households to casual non-farm labour market. The regression
has been estimated for households who are in the non-farm sector.
Quite expectedly, landlessness emerges as the strongest explanatory
variable, influencing the decision of the household to enter the rural
casual labour market in the non-farm economy. The ST status is
negatively linked with participation in this activity. Thus, within the
non-farm economy, the ST households in Arunachal Pradesh are more
likely to be in the other non-farm occupations, while migrant households
are more likely to work in the wage labour market with considerably
lower earnings. The econometric investigation, at least partially, explains
the heterogeneous nature and local peculiarities of the rural non-farm
economy in the state.

Policy Prescription

Although the present study is not directly concerned with various
policy options for the non-farm sector, on the basis of the limited
insights that it offers on the working of the non-farm economy in the
state as well as the field survey observations various policy measures
could be suggested for its expansion as well as effective role in the
over all development strategy of the state. Firstly, there is a tremendous
scope for the expansion of the rural non-farm occupations in the
state. At present, the growth of the non-farm economy seems to be
restricted to a few well-communicated rural localities of the state.
That there has been a great deal of spatial concentration in rural
non-farm sector employment in the state has been very clearly brought
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out in the study. There is a clear need for a more dispersed rural non-
farm sector growth. Secondly, there is a sharp difference in access to
non-farm occupations, along both ethnic and class lines. This is
intrinsically related to the complexities of the political economy of
development of the state. While in over all terms, the non-APST
households have a higher presence in the non-farm occupations, even
in the rural areas, most of the APST households who are in the non-
farm sectors are in the relatively high-earnings jobs within the sector.
The growing inequality of opportunities in Arunachal Pradesh,
particularly among the indigenous communities of the state, is, at
least partially, responsible for this kind of a hiatus in the rural labour
market. Large numbers of APST households continue to remain tied
to agriculture, but the few who manage to move out, have entered
the relatively better paid jobs like government services and business.
This calls for a reevaluation of the various government sponsored
schemes, particularly the self-employment schemes. Thirdly, there is
an urgent need to identify and prioritize the rapidly growing rural
non-farm occupations to dove-tail their sector specific needs to a
comprehensive strategy of employment generation in rural Arunachal
Pradesh. Not all the non-farm occupations where employment has
been growing in the past are suitable for state intervention in a big
way. But some sectors like rural manufacturing, and petty trading
needs additional attention. Over the past decades, partly as a result
of the growing demonstration effect of urban consumption patterns
in the rural areas, there has been a phenomenal growth of these
sectors in the rural areas. Women, particularly those belonging to the
APST communities have already taken a lead in establishing small
self-financed micro-enterprises in petty trading. In the urban areas of
the state there has been a modest growth of traditional handicrafts
manufacturing as well. All these activities should be made part of the
strategy to generate more employment, particularly more self-
employment in the rural areas. Among the basic needs of these
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enterprises is credit and marketing support. There is a scope for
better horizontal as well as vertical coordination among various
agencies working in these areas. Four thly, given the special
characteristics of the casual labour market in rural areas of the state,
the conventional poverty alleviation strategies through creating
additional employment opportunities for a short period may not work
in the state. Our study reveals the negligible participation of the APST
households in casual wage labour in the rural non-farm sector. The
available NSS data shows that unlike in many other parts of the
country, a majority of the poor in Arunachal Pradesh are small
cultivators and not agricultural labourers. As such the rural labour
markets are underdeveloped and generally for all rural works activities,
contractors depend on outside labour23. A better strategy would be to
built upon the initiatives of the people themselves, and as a starting
point, rural non-farm employment creation activities have to be made
an integral part of the poverty alleviation strategy of the state. Finally,
given the overwhelming significance of education as a determinant
for entry into non-farm occupations, education has to be made more
accessible to all sections of the population. There are significant rural-
urban as well as gender divide in terms of access to education in the
state. Apart from addressing these glaring inequalities, there is a
clear case for special educational drives for specific marginalized groups
such as villagers in inaccessible and border areas, traditionally
marginalized ethnic groups, migrant casual labourers, tenants as well
as those living in labour camps.

This, however, does not mean that local tribals are averse to work in non-farm activities. In a
village in Lower Subansiri district, when the contact for construction of a village road was given to
the villagers, they actively participated in such work. The more important factors seem to be the
regularity, dependability and complementarities with agricultural work.
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Appendix Tables

Table: A1
Population Growth in Arunachal Pradesh: 1961-2001

Year Size of Population            Growth of Population

Total ST General Total ST General

1961 336558 299944 36614 - - -

1971 467511 369408 98103 3.89 2.32 16.79

1981 631839 441167 190672 3.51 1.94 9.44

1991 864558 550351 314207 3.68 2.47 6.48

2001 1097968 705158 392810 2.7 2.81 2.5

Note: The data are from different population censuses of India (Arunachal Pradesh).
It may be noted that the first population census in Arunachal Pradesh was conducted
in 1961. The growth rate is in yearly percentage.

Table: A2
Growth Rate of Population in Districts of Arunachal Pradesh:

1991-2001
DISTRICT 1991 2001 GROWTH RATE
Tawang 28287 38924 3.76
West Kameng 56421 74599 3.22
East kameng 50395 57179 1.35
Papum Pare 72811 122003 6.76
Kurung Kumey 40019 42518 0.62
Lower Subansiri 43148 55726 2.92
Upper Subansiri 50086 55346 1.05
West Siang 89936 103918 1.55
East Siang 71864 87397 2.16
Upper Siang 27779 33363 2.01
Lower Dibang Valley 35675 50378 4.12
Upper Dibang Valley 7393 7342 -0.07
lohit 92517 125086 3.52
Anjaw 17189 18441 0.73
Changlang 95530 125422 3.13
Tirap 85508 100326 1.73
Arunachal Pradesh 864558 1097968 2.70
Data Source: Census of India 2001, Series 13 Arunachal Pradesh, Final Population
Totals.
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Table: A3
Percentage of ST Population in Districts of

Arunachal Pradesh: 2001

Sl. Districts PERCENTAGE
No. Total APST Non- APST Non-

APST APST

1 Tawang 38,924 29,191 9,733 74.99 25.01

2 West Kameng 74,599 36,951 37,648 49.53 50.47

3 East Kameng 57,179 49,585 7,594 86.72 13.28

4 Papum Pare 122,003 69,007 52,996 56.56 43.44

5 Kurung Kumey 42,518 41,619 899 97.89 2.11

6 Lower Subansiri 55,726 46,893 8,833 84.15 15.85

7 Upper Subansiri 55,346 49,552 5,794 89.53 10.47

8 West Siang 103,918 84,922 18,996 81.72 18.28

9 East Siang 87,397 60,420 26,977 69.13 30.87

10 Upper Siang 33,363 26,094 7,269 78.21 21.79

11 Lower Dibang Valley 50,378 22,005 28,373 43.68 56.32

12 Upper Dibang Valley 7,342 4,827 2,515 65.75 34.25

13 Lohit 125,086 40,552 84,534 32.42 67.58

14 Anjaw 18,441 14,249 4,192 77.27 22.73

15 Changlang 125,422 45,351 80,071 36.16 63.84

16 Tirap 100,326 83,940 16,386 83.67 16.33

Arunachal Pradesh 1,097,968 705,158 392,810 64.22 35.78

Data Source: Census of India 2001, Series 13 Arunachal Pradesh, Final Population Totals.
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Table: A4
Population Composition in Rural and urban Areas

Districts TOTAL RURAL URBAN

Rural Urban APST Non- APST Non-
APST APST

Tawang 30,548 8,376 87.55 12.45 29.20 70.80

West Kameng 67,906 6,693 50.17 49.83 43.09 56.91

East Kameng 42,177 15,002 92.33 7.67 70.95 29.05

Papum Pare 59,961 62,042 69.53 30.47 44.03 55.97

Lower Subansiri 85,860 12,384 93.27 6.73 68.06 31.94

Upper Subansiri 39,590 15,756 95.47 4.53 74.60 25.40

West Siang 82,806 21,112 89.65 10.35 50.63 49.37

East Siang 65,432 21,965 80.70 19.30 34.68 65.32

Upper Siang 33,363 - 78.21 21.79 - -

Dibang Valley 47,613 10,107 50.75 49.25 26.42 73.58

Lohit 116,765 26,762 42.40 57.60 19.79 80.21

Changlang 113,034 12,388 37.23 62.77 26.36 73.64

Tirap 85,032 15,294 91.82 8.18 38.35 61.65

Arunachal Pradesh 870,087 227,881 69.68 30.32 43.39 56.61

Data Source: Census of India 2001, Series 13 Arunachal Pradesh, Final Population Totals.
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Table: A5
Literacy Rate in Districts of Arunachal Pradesh: 2001

(Percentage)

Districts All Areas Rural Urban
M F All M F All M F All

Tawang 51.05 30.87 41.14 45.66 25.89 35.83 83.60 67.37 76.31

West Kameng 71.02 48.56 61.67 69.65 45.84 59.83 85.47 72.47 79.55

East Kameng 52.66 28.86 40.89 42.28 20.98 31.5 79.99 53.48 67.72

Papum Pare 79.00 61.72 70.89 70.11 49.66 60.35 87.03 73.35 80.72

Kurung Kumey 32.74 15.94 24.31 32.74 15.94 24.31 - - -

Lower Subansiri 53.68 36.19 45.09 48.79 31.16 40.01 85.86 71.76 79.10

Upper Subansiri 58.81 42.74 50.89 49.69 34.84 42.27 80.90 63.94 72.86

West Siang 66.72 53.24 60.31 60.92 48.58 54.9 87.01 74.10 81.5

East Siang 69.02 52.87 61.22 64.13 48.12 56.3 82.43 67.24 75.38

Upper Siang 58.64 39.09 49.8 58.64 39.09 49.8 - - -

Lower Dibang 69.21 49.73 60.34 63.26 42.79 53.74 89.97 78.39 85.05
Valley

Dibang Valley 60.55 43.15 53.36 60.55 43.15 53.36 - - -
(new)

Lohit 65.68 44.59 56.05 61.2 38.80 50.89 83.83 69.68 77.56

Changlang 62.83 39.85 51.98 59.34 36.00 48.2 90.11 76.46 84.26

Tirap 53.76 29.00 42.01 46.56 21.24 34.36 88.50 73.69 82.02

Arunachal 64.07 44.24 54.74 58.09 37.56 48.34 85.61 70.60 78.82
Pradesh

Source:Censuses of India 2001, Series 13-Arunachal Pradesh, Provisional population Totals,
Paper - of 2001, Directorate of Censuses Operations, Arunachal Pradesh.
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Table A6
Percentage of Surfaced Roads and Road Density: 2001

Name of DisName of DisName of DisName of DisName of Distrtrtrtrtrictictictictict PPPPPererererercentage ofcentage ofcentage ofcentage ofcentage of RRRRRoad Densitoad Densitoad Densitoad Densitoad Densityyyyy
SurSurSurSurSurfffffaced Raced Raced Raced Raced Roadoadoadoadoad (km p(km p(km p(km p(km per 100 sq km)er 100 sq km)er 100 sq km)er 100 sq km)er 100 sq km)

Tawang 30.56 48.75

West Kameng 44.05 23.23

East Kameng 52.69 19.83

Papum Pare 58.70 35.48

Lower Subansiri 38.25 12.82

Upper Subansiri 41.43 14.32

West Siang 46.06 17.51

Upper Siang* 22.18* 10.07

East Siang* 67.04* 30.15

Dibang Valley 62.83 6.32

Lohit 65.50 9.63

Changlang 59.59 21.99

Tirap 51.14 54.83

Arunachal Pradesh 49.63 17.36

Note: (1) * Indicates figures are provisional for surfaced road data.
(2) Data for surfaced road refer to the year 1995-96.

Source: (1) Statistical Abstract of Arunachal Pradesh, 2000-2001.
(2) A Resource Atlas of Arunachal Pradesh, Government of Arunachal

Pradesh, 1999.
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Table A7
Percentage of Villages with Bus Stop Facilities on the

Basis of Distance Covered: 1991

DisDisDisDisDistrtrtrtrtrictictictictict < 0 km< 0 km< 0 km< 0 km< 0 km 0-5 km0-5 km0-5 km0-5 km0-5 km 5-10 km5-10 km5-10 km5-10 km5-10 km > 10 km> 10 km> 10 km> 10 km> 10 km

Tawang 6.75 25.15 22.09 46.01

West Kameng 17.65 11.76 8.09 62.50

East Kameng 9.46 10.18 8.36 72.00

Papum Pare 6.08 16.35 17.49 60.08

Lower Subansiri 44.03 2.69 1.18 52.10

Upper Subansiri 6.17 4.69 8.64 80.50

West Siang 9.56 12.99 7.35 70.10

East Siang 22.55 12.75 11.76 52.94

Dibang Valley 16.39 10.50 7.98 65.13

Lohit 9.65 15.81 6.78 67.76

Changlang 11.58 20.35 13.33 54.74

Tirap 28.21 7.69 8.97 55.13

Arunachal Pradesh 16.96 11.46 8.72 62.86

Source: Census of India, 1991, District Census Hand Books of Different Districts
of Arunachal Pradesh.
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