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About the Book 
 

Mahatma Gandhi said that the youth are the salts of the nation and that India is a land of villages. It 

was he, who promoted Khadhi for our economy. The growth of the nation and the growth of villages 

are not two different things. The prosperity of the nation depends on the well-being of the villages 

and villagers. Hence development of villages is the development of the nation.  

 

Although consistent efforts have been in place right since independence, dependence on cities and 

labour mobility hasn’t been in anyway reduced. The only way is awareness on rural economy and the 

ways and means to explore rural economies. Abandoning villages and moving to cities (labour 

migration) in search of wages without exploring the vast available resources has become the order of 

the day. This will no way lead to any kind of prosperity, except congestion and low quality of life. 

Hence, there is a great need to know the resourcefulness of our economy and work towards the 

possibilities. This book throws light in this regard in order to bring in a sense of resourcefulness of 

rural economies.  

 

This book on rural economy consists of five chapters which are grouped into five units explaining the 

concepts and connotations, measures and hypotheses as well as determinants of rural economy. This 

book is written for all those interested in learning rural economy and are interested to acquire 

knowledge about rural development. Also, the book is addressed to teachers & trainers of rural 

management.  Each chapter of this book reflects the concerns and connections of the society and the 

examples in which rural economy develops. However, it is maintained that the chapters of this book 

concentrate on the challenges of rural life and livelihood and the necessity of improving rural economy 

in a holistic perspective.  

 
I thank Dr. Papiya Dutta Associate Professor at University of Science and Technology Meghalaya and 

also the Head of the Department of Rural Development for her insights and contribution as an author. 

Also, I would like to thank MGNCRE Team members for extending their extreme support in completing 

this textbook. 

           
 

Dr W G Prasanna Kumar 
 Chairman, MGNCRE 
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Chapter 1 Introduction to Rural Economy 
 

Introduction 
The word rural economy doesn’t mean un-developed or under developed, but economies with vast 
potential for development, currently in state of unexplored economies. The reason for this is 
traditional outlook of the villagers and awareness concerned to this. Rural economies are indigenous 
and the basic pillar is their indigenous knowledge. All cities sprung up from villages and the villagers 
are the backbone for villages. The basis for any city is village. However that is ignored and mistakenly 
people refer to villages as undeveloped communities or economies. Some rural economies are very 
well developed where farm and non-farm sectors are the two pillars. While discussing the prospects 
and challenges of these two sectors of rural economy, it is imperative to understand the concept of 
resources and economic resources. In this chapter an attempt is made to introduce the concepts and 
connotation of rural life and livelihood with a detailed explanation of agriculture and non-agricultural 
production and its impact on rural economy.  

 

Objectives 
This chapter introduces different key terms in the context of rural economy. After going through this 
chapter, the learner will be able to- 
✓ Understand the concept of economic resources and the manner resources are distributed; 
✓ Explain the rural life and livelihoods in the milieu of production system; 
✓ Describe the role of agricultural sector towards rural economy; 
✓ Describe the role of non-agricultural sector towards rural economy; 
✓ Explain the factors associated with rural development. 

 

Chapter Structure 

 
 

1.1 Concept of Economic Resources & its Distribution in Rural Areas 
 
Definition of Resources 
Resources are referred as "supplies”. Money, materials, personnel, energy, experience, time, and 
management are just a few examples of the many types of resources available. Economic, 
biological, and ecological resources, computer science, management, and human resources are all 
examples of domains where the word "resource" is used in a wide sense.  In economics, a resource 
is described as a service or other asset that is utilised to generate commodities and services that 
suit the needs and desires of people. 

1.1 Concept of Economic Resources & its distribution in rural 
areas

1.2 Production System in rural areas

1.3 Rural Economy & Agricultural activities

1.4  Rural Economy & Non agricultural activities

1.5 Determinants of Rural Development
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Resource classification in economics is based on four categories: land, labour, capital, and 
enterprise. Resources are often referred to as components of production in economics. In recent 
times, technology has been recognised as a part in the manufacturing process as well. Any 
materials that are available in nature and is utilised to meet the needs of human can be termed as 
‘resources’.  Also, the resources are the assets which are used to produce any form of goods and 
services.  

 
 

Image: Types of Natural Resources 
 

A resource is a substance in the environment that is useful to people and economically and 
technologically feasible to access and socially acceptable to use. Resources include soil, water, 
food, plants. animals and mineral. The resource is a source of supply, support, or aid, especially 
one that can be readily drawn upon when needed.  
 

 
 

Image: Land as a Natural Resource 
 

The resources can be classified in the following ways:  
A. On the basis of origin  
B. On the basis of exhaustibility  
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C. On the basis of ownership  
D. On basis of the status of development 

 
Fig 1.1 Classifications of Resources 

 
 Definition of Economic Resources 
 Nature has provided us with abundant resources in the form of water, air, heat, natural vegetation, 
soil, wild animals, metals, fossil fuels, and other natural resources, and man, through his technical 
skill and knowledge, has been exploiting all of these resources in some form or another since the 
dawn of civilisation, and this has continued to this day. 
 
The term 'resource' is derived from two words-i.e.’re’ and 'source' - which refer to anything or 
material that may recur again and unfettered in the same place. Despite the fact that resources 
have been used by humans since the dawn of civilisation, the term "resource" did not acquire 
specific meaning until the first decades of the twentieth century. Only in 1933, when distinguished 
economist Erich W. Zimmermann published his famous notion of 'resource,' did the idea become 
so popular that not only economists, but also geographers and other academics began to 
investigate it. Additionally, overexploitation of resources, mostly by colonial powers, led to the 
belief that these resources were finite and that they could not be replenished. 
 

 
 
 
 

 
 
 
 
 
 
 
 
 
 

Image: Economic Resources 
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Consequently, governments throughout the globe have begun to adopt plans for using their 
resources since the growth of a country is always led by, if not entirely dictated by, the resources 
available to it. Zimmerman, considered the father of resource economics, believed that resources 
do not just relate to anything that is readily available in nature, but rather to the function of 
materials that are being utilised by humans to meet the needs of society at any given time and 
under any conditions. 
 
Earth is endowed with an abundance of physical materials, and when humans place a value on 
those materials by establishing a demand in the market, those materials are transformed into 
resources. While the demands for those resources are the same around the world, their uses and 
values change from one place to another. An economy is a collection of institutions and 
organisations that either assist in the production and distribution of commodities and services or 
are actively engaged in their production and distribution. 
 
Economic resources are the inputs that we employ in order to manufacture and distribute products 
and services to the public. Although the specific proportions of each aspect of production will differ 
from one product to another and from one service to another, the objective is to make the most 
efficient use of available resources while maintaining the lowest feasible cost. Misallocation or 
poor use of resources may lead to the failure of enterprises and, in certain cases, whole economies. 
 
Economic resources are the factors that are used effectively and efficiently in the production of 
commodities or the provision of services to meet the need of human lives on a temporary basis, as 
opposed to other factors. In other words, they are the inputs that are utilised to make things or to 
assist you in the provision of services to your customers. Economic resources may be separated 
into two categories: human resources, such as labour and management, and nonhuman resources, 
such as land, capital goods, financial resources, and technology. Human resources are those that 
can be used to produce products and services. 
 
In the context of natural resource utilisation, economic resources and resource sustainability are 
diametrically opposed to one another and must be balanced.  This contradiction was resolved by 
emphasising that resources should be used in such a way that they meet the needs of today's 
generation while not jeopardising the potential of future generations, as defined by the principle 
of optimum use of resources. As a result, both the economy and the environment will benefit from 
the proper management of natural resources, which will prevent environmental destruction from 
occurring.

 
Fig 1.2 Classifications of Economic Resources 

A. Land: Land is a resource in economics that comprises all of the natural resources that are 
employed in the manufacturing process. Land, labour, and capital are considered to be the three 
components of production in classical economics. Land was regarded as the "original and endless 

Economic 
Resources

Land

Labour Capital

Technology
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gift of nature," according to some. In contemporary economics, nature is generally considered to 
cover all of the resources it offers, including minerals, forest products, water and land resources, 
and other natural resources such as wildlife. 
Since time immemorial, the most important natural resource where all human activity depends on 
is land. But Land, labour, and capital are considered to be the three components of production in 
classical economics. 
 
Land was regarded as the "original and endless gift of nature," according to some. 
In modern economics, nature is generally considered to cover all of the resources it offers, 
including minerals, forest products, water and land resources, and other natural resources such as 
wildlife. Despite the fact that many of these are renewable resources, no one believes that they 
are "inexhaustible." 
 
Rent is the term used to describe the payment made to the landowner. Similarly to land, its 
definition has been expanded over time to cover payment for any productive resource with a 
limited quantity that is in high demand. 
 
The Land resource is the basic resource that is used (i) as a source of food, (ii) as a place to live, (iii) 
a place to work and (iv) a place to play. From the perspective of the productive economic factor, 
the land is utilized in agriculture, forestry, grazing, fishing and mining. Therefore, it is considered 
as a foundation of social prestige and is the basis of wealth and political power. 
 
However, to understand the distribution of land in the rural settings, we need to classify the land 
as: 
1. Barren Land: In this case, a region of land where plant growth is scant, stunted, and/or 

contains minimal biodiversity is described as such. Environmental variables such as poisonous 
or infertile soil, high winds, coastal salt-spray, and climatic conditions are all known to 
contribute to poor plant growth and development in many cases. Depending on the 
temperature, geology, and geographic position of a certain place, barren land can be classified 
into one of several different types. Pine barrens, coastal barrens, and serpentine barrens are 
some of the more unique eco regions for barren land category that have been studied by 
scientists, and they are also some of the most well-known. 

2. Area under non-agricultural uses: In the context of agriculture, non-agricultural land is defined 
as land on which no agricultural operations are carried out and from which no agricultural 
goods are generated. The land that are occupied by buildings, roads and railways, rivers and 
canals, and are not utilised for any agricultural purposes are categorised as area under non-
agricultural uses. 

3.  Area under forests: "Forest Area" (also known as "documented forest area") is a broad word 
that refers to all of the geographic regions that have been registered as forest in official records. 
As a result, the word "forest area" refers to the legal status of the property as recorded in official 
records, but the term "forest cover" refers to the presence of trees on any given piece of 
ground. In other words, land that include forests whether state-owned or private, and whether 
wooded or maintained are areas under forests. 

4. Pastures and grazing land: Land utilised for grazing is referred to as a pasture (from the Latin 
pastus, past participle of pascere, "to feed"). Farmland that has been fenced and is grazed by 
domesticated animals, such as horses, cattle, sheep or swine are referred to as pasture lands in 
the restricted sense. Land of this category includes permanent pastures and village common 
grazing land. 
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5. Cultivable wastelands: Cultivable Waste Land is land that has been available for cultivation but 
has been either used or not used once for harvesting, but has not been harvested more than 
once in the last five years, including the current year.  Such land may be fallow or covered with 
bushes and jungles that aren't being utilised at all, depending on the situation. This sort of land 
left uncultivated for the replenishment of nutrients in the soil for the future. Thatching grasses, 
bamboo bushes and other groves for fuel, etc. are examples. 

 
Image: Types of land use 

6. Fallow land: It includes any arable land that has been incorporated in a crop rotation system or 
that has been kept in good agricultural and environmental condition (GAEC), whether or not it 
has been worked, but that will not be harvested for the course of a crop year. Fallow land may 
be defined as: barren ground with no crops growing on it. These are cultivable but remain 
uncultivated or remain fallow during a given year or for some period. 

7. Agricultural Land: The term "agricultural land" (also known as "farmland") refers to land that is 
dedicated to agriculture, which is defined as the systematic and regulated use of other forms of 
life—particularly the breeding of cattle and the production of crops—in order to provide food 
for human use. It is often used to refer to both farmland or cropland, as well as pastureland or 
rangeland, among other things. Agricultural land refers to the total area sown with crops and 
represents an area in which total crops are grown on an annual basis. 

 
However, due to the increasing phenomenon of retrieval of barren, uncultivable land, the sown 
area has increased rapidly over the last five years throughout the country.  Table 1.1 depicts an 
overall composition of different types of land and the area covered by each of them. 

Table 1.1: Land pattern and the area covered (India) 
 

Items Area (million hectares) 
Total geographical area 329 
Total reporting area 306 
Barren land 42 
Forest land 69 
Permanent pastures & 
grazing land 

11 

Cultivable wasteland 18 
Fallow land 25 
Agricultural land 140.3 

                                      Source: bioone.org 
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B. Labour: In economics, labour is referred to as the overall group of wage earners, which is also 
written labour. For example, the term "organised labour" is used in this context to refer to a group 
of people who have come together to work together. Labor, on the other hand, is defined in a more 
specific and technical meaning as any valued function performed by a human agent in the 
generation of wealth that is not related to the accumulation and provision of capital or the 
assumption of risks that are a routine component of business operations.  
 

 
Image: Rural women labourers 

 
One of the most available resources that are prevalent in rural India is labour with its different 
forms of Skilled, Semi-skilled and Unskilled. They are the human resources who work either on 
their land or the land owned by others on a wage basis. According to the World Bank Report (2020), 
approximately India’s total labour force counts to 500 million where 41.19% comprises agricultural 
labourers, 26.18% are industrial labourers and 32% are workers from the service sector. In Indian 
context, labourers can be classified into three categories based on their distribution in the rural 
economy.  
 
Agricultural Labourers: Because of the nation's history of Landlords and Zamindars, during which 
slavery and bonded labour were common, agricultural labourers are often characterised as 
unorganised and exploited workers in the country. Because agricultural labourers are mostly 
unskilled or semi-skilled workers, their per capita income is lower than the national average. 
Farmers who face seasonal unemployment are more likely to be out of work for a significant 
portion of the year during the winter, a situation known as "off-season unemployment”. They are 
particularly indebted to non-institutional sources of money lenders, who charge higher rates of 
interest since it is easier for them to take out a loan without providing any kind of guarantee. In 
this way, all of these elements contribute to the development of a subservient economy among 
agricultural labourers across the nation. 
 
 
Casual Labourers: Those employed on a temporary basis, especially on a daily basis and with a 
specified sort of job are referred to as casual labourers. The Indian labour market is characterised 
by a high degree of informality and division at various levels of the hierarchy. It is estimated that 
51.4 percent of the total employed are self-employed, and that 62% of the 195 million wage 
earners were engaged as casual employees, according to The India Wage Report (2018). 
 
Industrial Labourers: Employees who are skilled and semi-skilled and who are working in any 
manufacturing unit are referred to as manufacturing unit workers. The requirement for industrial 
labourers in India dates back to the advent of industry in the country, which was around 
1850.During that time period, labourers were needed in the cotton industry, the jute industry, and 
the mining business, all of which were thriving in various sections of the country. In the years after 
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independence, the industrial labourers were progressively assimilated into the organised sector 
via the implementation of the Fifth Five Year Plan. 
 

 
 

Image: Casual labourers engaged in post-harvest management 
 

C. Capital: According to the definition, capital consists of "all those man-made things that are 
utilised in the continuing generation of wealth." As a result, capital might be defined as a resource 
of production created by humans. Capital consists of machinery, tools, and equipment of all types, 
as well as buildings, railroads, and other modes of transportation and communication, as well as 
raw materials, among other things. The term "capital" was used by J R Hicks (1939) to refer to all 
of the things that are now in existence and that may be utilised in any manner to fulfil demands in 
the future. 
 
Capital, according to Bohm Bawerk (1890), is defined as "the generated means of production." The 
items that may be employed as factor inputs for future production, according to Prof Samuelson 
(1947), are referred to as capital goods. In addition, Von Sickle and Roger argued that capital goods 
are the method by which previous efforts are repurposed for future use in manufacturing. 
Following the definitions provided above by various economists, capital refers to all resources that 
meet human needs and are available to both producers and consumers on the market. In addition, 
the same method may be used to future productions. 
 
It has been categorised according to the qualities of the proposal and the type of the Capital, which 
are as follows: 
 
 (i) Passive factor: Without human labour, no production is effective making Capital a passive factor 
of production. 
(ii) Man-Made: According to John Stuart Mill, capital is the “accumulated product of past labour 
destined for the production of future wealth”, i.e., when human labour is applied to natural 
resources, then capital items are generated. 
(iii) Non-integrated factor of production: In certain cases, production is possible without capital 
but not without land and labour. 
(iv) High mobility: Capital is considered as the highest mobility in terms of place and occupation. 
(v) Elastic: According to the demand, the supply of capital can be fixed whereas the supply of land 
and labour is rigid.  
(vi) Depreciated value: The value of the capital depreciates if it is used multiple times. 
(vii) Productive: Capital can be used to enhance production by adequate capital. 
(viii) Temporary: Capital needs to reproduce again and again.  
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(ix) Not gifted by nature: Capital is not available in nature but earned with efforts and human 
labour. 
(x) Prospective: Accumulation of capital leads to income and thereby makes it a prospective in 
nature. 
(xi) Outcome of savings: Instead of consuming the entire production, when a farmer saves a 
portion of production as the seed which is used as capital in the next sowing.  
 
D. Technology: Technology may be defined as everything that makes it possible to manufacture 
things more quickly, better, or at a lower cost. In discussing technology, economists are thinking 
more generally about new methods of doing things than they are about specific technologies. In 
this context, procedures such as assembly line manufacturing and the development of medicinal 
vaccinations are regarded as technologies. The term "technology" includes even social and political 
factors such as language, money, financial systems, and democratic systems. 
One of the most important contributions made to the development of rural regions is the use of 
suitable technology, which allows each person to get information as and when it is needed. 
According to Ananth and Karthikeyan (2014), technology is required to improve the socio-
economic standing of those who are socially and economically disadvantaged in society since it can 
be leveraged to provide a considerable increase in job prospects.  
 
The use of suitable technology increases agricultural output by lowering the amount of hard labour 
required, and as a result, contributes to the development of the overall quality of life.  
 
When applied to rural settings, technology's applications and usages may make a significant 
difference in the fields of agriculture, animal husbandry, rural industries, health, education, energy, 
housing, and rods and communication, among other things.  
 

 
 

Image: Using appropriate technology 
 

Agriculture: The application of technology in agriculture has been widely practiced in recent years, 
including the proper utilization of land, the retrieval of uncultivable land, the design of new and 
improved cropping patterns, the distribution of the latest cultivation techniques, High Yielding 
Variety seeds, the removal of agricultural impediments, and the development of post-harvest 
technology for the preservation of produce.  
Animal Husbandry: Technology is being utilised to enhance the condition of livestock, cattle 
raising, dairy production and fodder supply, poultry production, and fish culture, among other 
things. 
 
Rural Industries: The widespread use of technology in rural businesses has made the 
manufacturing of handicrafts and other items a simple and straightforward endeavor.  
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Health: Using technology in the areas of pure drinking water distribution, hygienic sanitation, and 
health services has built a new and contemporary path for the health sector, allowing for the 
provision of high-quality health services to be delivered more efficiently.  
 
Education: Drop-outs and push-outs are common in rural education, and they may be reduced by 
using technology to raise public awareness about the need of education.  
The establishment of educational centers that provide training in computer systems may also help 
to improve the quality of vocational education.  
 
Energy: Technology makes the practical use of renewable sources feasible such as solar lighting, 
smokeless stoves in the communities.  
 
Housing: Housing plans that are both cost-effective and environmentally friendly are desperately 
needed in rural regions today. New and sustainable dwelling designs, as well as their construction 
in distant areas of the nation, are being improved via the use of technological advances 
 
Roads and Communication: Pradhan Mantri Gramin Sadak Yojana (PMGSY) had as one of its aims 
the construction of all-weather roads so that each of the farms would be adequately linked to the 
closest highway, which was completed in 2011. And it has only been through the use of technology 
that it has been feasible to provide the building of roads linking every community.  
 

1.2 Production System in Rural Areas 
As the Father of the Nation correctly said, "India lives in the village," and "if the economy of the 
village perishes, India would perish as well." The statement emphasizes on two areas of 
development: (a) the foundations of the country's economy, which are built on rural life and 
livelihood; and (b) the role of women in development.  
 
Following the celebration of the 75th Independence Day, India remains a country of villages, and 
the economy remains mostly agricultural, with people reliant on the primary sector, which 
accounts for 72.11 percent of the population and generates 46 percent of national revenue. This 
means that the general growth and development of rural economies determines the overall 
advancement of a country's economy.  
 

 
Image: Cultivable land 

 
For the purpose of planning and designing for rural development in India, the first step is to define 
what constitutes a rural area. Based on a variety of data and studies, it is currently believed that – 
any area where the population is less than 5000 or the density of population is less than 400 per 
sq km or where more than 25% of the working population is engaged in agriculture can be classified 
as rural in nature.  
 
The production system in rural areas is inter-dependent on the  



407-Rural Economy MGNCRE MGNCRE 407 Rural Economy 

 

11   

ii 

➢ Rural life 
➢ Rural livelihood 
➢ Farm production system and  
➢ Non-farm production system 

 
A. Rural Life: An Overview 
Localities classified as rural are those in which people are involved in primary industry in the sense 
that they are producing goods for the first time straight from the earth in collaboration with nature.  
They are often isolated settlements distant from the influence of big cities and towns, and they are 
also defined by an economy centered on cottage industry, mining, oil and gas exploration, or 
tourism as opposed to a more urban economy.  
 
A rural community can be defined as a group of people who share a common characteristic or 
interest and who live together in a village. A rural community can be classified as such based-on 
criteria such as lower population density, less social differentiation, less social and spatial mobility, 
slower rate of social change, and so on.  For the management of the rural community, the Local 
Self Government was authorized, and it is considered to be the strongest three-tier government 
established by the Constitution of India.  
 
The 73rd Amendment Act of the Constitution granted new powers and obligations to the Local Self 
Government, in addition to the existing powers and responsibilities. Nonetheless, the picture of 
rural India's lives and livelihoods is still in the early stages of development, and all institutions are 
committed to the holistic development of rural areas by emphasizing the rural development as a 
dynamic process of inclusion of agricultural growth, the construction of economic and social 
infrastructure, the payment of fair wages, the provision of housing and house sites for the landless, 
village planning, public health, education and functional literacy, communication, and information 
and communication technology.  
 
As defined by the United Nations, rural development is a process of change in which the efforts of 
the people are joined with those of government authorities in order to improve the economic, 
social and cultural conditions of communities so that they can be fully integrated into the life of 
the nation and make significant contributions to the national programme.  
 
B. Rural Livelihood 
It is possible to describe Rural Livelihood as the system that provides the source(s) of income for 
the majority of the inhabitants in rural regions. A livelihood is any form of income-generating 
activity that is carried out in order to make a living. Rural livelihood, according to the Food and 
Agriculture Organization of the United Nations, is described as the skills, assets, and activities that 
rural people need in order to earn a living.  
 
Sustainability is defined as an organization's ability to withstand and recover from pressures and 
shocks while simultaneously improving its capabilities and assets both now and in the future. 
Between one-quarter and one-fifth of the world's population get their living from small-scale 
agriculture. Most of these individuals are members of what we term peasant farm families or are 
reliant upon the activities of peasant farm households. The enormous number of rural people and 
their engagement in peasant agriculture and other activities makes the knowledge of rural people, 
peasants, and their lives crucial for many reasons. 
 
In global terms, poverty is largely a rural phenomenon (as indicated previously while there are 
substantial and rising numbers of urban poor people, a bigger percentage of poor people in the 
globe reside in rural regions and poverty tends to be more severe in rural areas) (as noted earlier 
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although there are large and increasing numbers of urban poor people, a greater proportion of 
poor people in the world live in rural areas and poverty tends to be more severe in rural areas).  
 
Many of the rural poor rely directly or indirectly upon peasant livelihoods. Peasant agriculture is 
significant in both national economies and the world economy in terms of\s its contribution to 
production of livestock and of food, beverage and industrial crops\s its effect on the environment 
and scarce natural resources (peasant agriculture is an important form of land use often found in 
marginal areas where land is vulnerable to degradation and subject to competing uses and other 
natural resources, such as water, may be scarce) (peasant agriculture is an important form of land 
use often found in marginal areas where land is vulnerable to degradation and subject to 
competing uses and other natural resources, such as water, may be scarce). 
 
Poor rural people's livelihoods are significant in national economies and the world economy in 
terms of\s the potential market for increased demand for consumer goods and services if rural 
people become wealthier their potential contribution to, or drain on, resources either as a dynamic 
and growing part of national economies generating employment, tax revenues, and so on, or as a 
stagnant sector demanding welfare support for a poor and large part of the population  
 
The livelihood of a village is being identified on the basis of its production method that is commonly 
practiced by the rural inhabitants. A typical village of India includes two sorts of production system 
viz, Farm activities and non-farm activities. However, the following are the principal livelihood 
alternatives embraced by the Indian villages include Farming, Livestock, Fishing, Handicrafts and 
Cottage Industries. As a mandate to make livelihood sustainable, FAO has provided few ways to 
improve and maintain livelihoods in a more sustainable manner. 
 
(i) Poor rural people must be the primary stakeholders in the development process. 
(ii) Presence of a macro environment for rural and agricultural development. 
(iii) Enhancing positive micro-macro linkages. 
(iv) Democratic participation of the people. 
(v) Access to different sources of capital for enhancement of livelihoods. 
(vi) Flexible projects and programmes according to the need.  
(vii) Adopting a holistic and inclusive approach. 
(viii)Advocating socially, economically and environmentally sustainable form of activities. 
  
C. Farm & Production System 
The backbone of the Indian economy is agriculture and is being characterised by agro-ecological 
condition. An agricultural system is an assemblage of components that are linked together by some 
form of interaction and interdependence and that operate within a prescribed boundary in order 
to achieve a specified agricultural objective on behalf of the system's beneficiaries. An agricultural 
system can be thought of as a collection of components that are linked together by some form of 
interaction and interdependence.  
 
Forward and Backward Linked Farm Activities: 
Indian agriculture is hampered by climate change, sub-division and fragmentation of land, 
uncertainty of market, weak linkages among the stakeholders. Although India ranks second in 
vegetable production after China, less attention is paid to the post-harvest management like 
grading, sorting and storage. Poor handling during loading and unloading losses to an approximate 
30-40% of the total production. Farmers’ indebtedness and lack of storage facilities were major 
reasons for selling most of produce by farmers immediately after harvesting. Linking primary 
producers with global and national markets through fresh food retail chains is seen as one of the 
emerging agri marketing practices to improve small producers that will develop backward linkages 
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for purchase of inputs, finance and technical guidance regarding vegetable production with input 
dealers, co-operatives and Krishi Vigyan Kendras. Also forward linkages can be developed for 
storage, processing, value addition with private sectors by establishing linkages with stakeholders 
by expanding activities of different organizations.  
 
Several farms that are substantially similar in size, products sold, and methods followed are 
referred to as a type of farming. Similarly, when farms are substantially similar in the type and 
production of crops and livestock that are produced, as well as in the methods and practices used 
in production, the group is referred to as a type of agriculture.  
 

 
Image: Post harvest management 

 
The agricultural systems may be categorized into the categories based on the proportion of gross 
revenue derived from various sources and the degree to which they have a competitive advantage. 
Farming Systems are classified into the following categories:  
 
A) Depending on the size of the farm, the following options are available:  
 
a) Collective farming; b) cultivation farming, which may be divided into two categories: i) small 
scale farming; and ii) big scale farming.  
 
(B) In accordance with the relative proportions of land ownership, labour, and capital investment, 
agriculture is divided into two types: intensive cultivation and extensive cultivation.  
 
C) On the basis of the value of the products or the income, or on the basis of comparative 
advantages:  
i) Farming that is specialized.  
ii) Farming with a variety of crops.  
iii) Mixed farming is a kind of farming that includes both crops and livestock.  
iv) Ranching is another option.  
v) Dry farming is another option.  
D) According to the Department of Water Resources:  
i) Agriculture in the rainy season.  
ii) Agriculture that is irrigated.  
iii) Cultivation that is changing. 
iv) Fallow or fallow-field farming. 
v) Cultivation on a continuing basis. 
vi) Cropping multiple times. 
 
F) Classification depending on the degree to which a product has been commercialised: 
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Farming may be classed into three categories: a) commercialised farming; b) partly commercialised 
farming; c) subsistence farming. 
 
G) Classification depending on the degree to which a person is nomadic: 
a) Nomadic to the extreme. 
b) Semi-nomadic in nature. 
b) Nomadic to a certain degree. 
d) Transhumant (transhumanist)  
g) Animal husbandry on a permanent basis. 
 
The following are the categories according to the farming tools used: 
a) Spade farming is a sort of farming where you dig with a spade. 
b) Hoe farming is a sort of farming in which a hoe is used to dig a hole in the ground. 
c) Farming that is mechanised or employing tractors. 
                                        

 
 
 

Fig: 1.3 Classification of farming 
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1.4 Classification of Farming 

 
 
D. Non-farm Production System 
Non-farming producing activities are those economic activities that do not have a direct link to 
agricultural activities. They are classified as follows: In general, marginal farmers and landless 
workers profit from these operations since they offer them with a reliable source of income and 
employment. Handicrafts, small-scale manufacturing (both domestic and non-domestic), building, 
mining, quarrying, repair, transportation, community service, and other non-farming activities are 
examples of non-farming activities. A broad classification of non-farming occupations may be 
classified into three types of employment:  

• Regular job,  

• Self-employment, and 

• Casual employment are all options.  
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Image: Mushroom production 
Although India has been an agricultural economy with the advent of machines, the production 
system migrated to the non-farm sector as well. It comprises all non-agricultural industries 
including mining, manufacturing and processing. The economic contribution of agriculture towards 
GDP is falling gradually which stimulates the expansion of employment in the non-farm sector. 
Although there is a huge opportunity for the non-farm sector to flourish because of the presence 
of financial institutions like Khadi and Village Industries Commission (KVIC), Small Industries 
Development Bank of India (SIDBI), MSME etc still few challenges do exist in the non-farm sector 
of rural areas viz, infrastructure, restrictions on capital investment, preference of foreign products 
over local, High level of illiteracy, Unawareness and migration of skilled labourers.  
 
The non-farm sectors encompass many diverse industries and the expansion regarding 
employment is greatly governed by different variables that vary from area to region, state to state. 
Given the surroundings of rural India, the non-farm sector may be classed as manufacturing, 
construction, mining and processing industries. The availability of raw materials from the 
agriculture sector is the strength of the non-farm economy in rural regions. However, there is an 
urgent need to grow the non-farm sector further to attain a holistic development. Apart from 
enormous capital expenditure and the correct governance mechanism, the current flagship 
programmes viz, MGNREGA, DDU-GKY and NRLM may be executed righteously.  
 

1.3 Rural Economy & Agricultural Activities 
A significant part of India's reputation stems from the Green Revolution, which was led by M S 
Swaminathan. The ability to maintain a suitable balance between the farm and non-farm sectors 
while both sectors are experiencing significant expansion is critical to the general well-being of 
both sectors. Because agriculture produces a major portion of the country's national revenue, 
which is frequently seen as a measure of economic growth, agriculture plays a key role in the Indian 
economy. In general, industrialised nations are less reliant on agriculture than developing countries 
as compared to developing countries. To know and understand the agricultural activities and its 
impact on rural economy, the following categories are taken into consideration: 
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A. Agriculture & its Significance 
 
Agriculture contributes 2 percent to the gross domestic product (GDP) of the United States and the 
United Kingdom. As a result, it goes without saying that the nation's reliance on agriculture would 
diminish as the country advances. Aside from that, agriculture is considered to be the most 
employment-generating industry, with 40 percent of male employees and 61 percent of female 
workers employed in the field (2016). A large number of individuals are involved in agriculture as 
a result of the fast expansion in the global population. The demand for food in India is increasing 
at a rapid pace as a result of the severe strain placed on the country's population. The marketing 
excess of food grains is likely to become a catastrophe unless and until agriculture can grow at the 
same pace as the rest of the economy. 
 
As the most important industry in India, agriculture must play a significant role in increasing the 
rate of capital creation, or else the whole process of economic growth would be jeopardized to a 
significant degree. In this environment, a few policies are advocated, including I the need to 
transfer labour and capital from farm to non-farm activities, (ii) the fact that agricultural taxation 
should not be a burden, and (iii) the need to turn the terms of trade in agriculture by imposing 
price controls at every stage of production. 
 
Because agriculture offers raw materials to a variety of sectors, including as sugar, jute, cotton, and 
other textiles, the whole food processing business is heavily reliant on the produce produced. As 
Ragnar Nurkse points out, there is not a sufficient market for manufactured goods in a country 
where peasants, farm labourers, and their families, who account for two-thirds to two-fourths of 
the population, are too poor to purchase any factory products or anything else in addition to what 
they already buy.  
 
In agriculture, there is a shortage of buying power, which reflects the poor productivity of the 
sector. Agriculture's growth is a precondition for sectorial diversity and, therefore, for the 
advancement of human civilization. In order to enhance supply of food and agricultural raw 
materials, as well as to broaden the domestic market for industrial products, a rising surplus of 
agricultural output in the nation is required. This is achieved via greater buying power in rural 
regions. As a result, agriculture must be prioritized as the foundation of any reform or planning 
process since it has a direct impact on poverty and hunger, and because it provides long-term food 
security for the poor.  
 
 Few examples of agricultural production according to the region 
 
North India 
 
 
 
 
 
 
 
 
And the next farming state is Haryana. Haryana is one of the biggest contributors to agriculture.  
 
 
 
 

Box 1 
Uttar Pradesh comes under the top farming state in India and the rank of Uttar Pradesh counted 
under major state-wise crop production in India, bajra, rice, sugarcane, food grains, and many 
more. It comes under the top wheat-producing states in India, followed by Haryana, Punjab, 
and Madhya Pradesh. Uttar Pradesh has 22.5 million tons of wheat, and the weather condition 
is appropriate for growing wheat. On 96 lakh hectares, land used to grow wheat in Uttar 
Pradesh.  Uttar Pradesh is the largest hub for sugarcane and sugarcane is the most produced 
crop globally. Sugarcane grows under hot and humid climate conditions, and Uttar Pradesh is 
best for that. It has 145.39 million tons of sugarcane and grows on 2.17 million hectares in the 
state. 
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South India 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
East India:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Box 2 
Haryana played an important role in the Green Revolution in India. With all these, Haryana has 
a massive irrigation system. Some top crops produced in Haryana are sugarcane, paddy, wheat, 
and sunflower. And in India, it is the 2nd largest producer of sunflower. Haryana involved in 
livestock farming too. There are 99.97 lakh livestock populations in India. India consumes milk 
products daily. It is a necessary diet. This comes under one of the top Agriculture States in India.  
 

Box 3 
In Andhra Pradesh, 62% of the population engaged in agriculture. There is more focus paid on 
rice production. Andhra Pradesh contributes 77% of crop production in India. And more crops 
are jowar, bajra, maize, ragi, tobacco, pulses, sugarcane, and others. In Andhra Pradesh, 1.5 
million hectares of land used for horticulture. And from this allotted land nearly 720 thousand 
hectares used for fruit production.  
 

Box 4 
In Karnataka, agriculture is the most important part of the overall economy. Most of the 
population of the state is engaged in farming. The weather climate of Karnataka greatly 
supports agriculture. Karnataka’s Kharif crops are rice, maize, moong dal, red chilli, sugarcane, 
groundnut, soybean, turmeric, and cotton. Karnataka’s rabi crops are mustard, sesamum, 
barley, wheat, and peas. Karnataka comes under the top Agriculture States in India. The state 
is popular for its coffee production, and it contributed 70% of the total production in India. 
Karnataka grew 222300 metric tons of coffee.  
 

Box 5 
West Bengal is the largest food grain producing state in India. It is known for its rice 
production, followed by Andera Pradesh, Punjab, and Uttar Pradesh. With rice production, it 
is famous for jute, sesamum, tobacco, and tea too. In West Bengal, rice’s total production is 
146.05 lakh tons on 2600 kilograms per hectare yield. It comes under rice producing states in 
India. West Bengal is engaged in fruit production, including Mango, Litchi, Pineapple, Guava, 
and Orange. West Bengal is rich in food commodities, they produced almost all the items, 
Cauliflower, Tomato, Cucurbits, Cabbage, Okra, and Brinja. Rice, jute, and wheat are the main 
crops grown in West Bengal. In West Bengal, some spices produced Chilli, Ginger, Garlic, 
Coriander, and Turmeric. West Bengal comes under the topmost agriculture states in India. 
 

Box 6 
Assam is highly dependent on agriculture in India. In comparison with other states, Assam 
comes under the least developed states. Assam’s almost economy is based on agriculture, and 
70% of the population is dependent on agriculture income for livelihood. Tea consumed 
regularly all over the world after water. Assam is popular for its tea production. It is the largest 
producer of tea in India, followed by Himachal Pradesh, West Bengal, and other North Indian 
states. The most famous types of tea in India are Nilgiri tea, Darjeeling tea, Assam tea, and 
Kangra tea. Assam grew 52% of the total tea production in India.  
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West India 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

 
 
B. Agriculture & Land Pattern 
Farmland is being divided and fragmented at an alarming rate, resulting in waste of land, difficulty in 
operating agricultural machines, and, as a result, poor production. Subdivision refers to the partition 
of land among heirs after the death of the property's owner, and with each succeeding generation, 
the land is further subdivided, resulting in small parcels of land being created. The fragmentation and 
subdivision of agriculture implies the separation of the land into tiny parts spread at various sites.  

Causes 
 
1. Law of inheritance: According to the Constitutional Law of Inheritance, all children should be 
entitled to an equal portion of their father's property, which finally results in the division of large farms 
into small plots of agricultural land for farming. 
 
2. Separation of a mixed family system: Decline of a huge family culminating into split of the land. 
 
3. Rural Indebtedness: The land is mortgaged by to the lenders and in the absence of payments, the 
money lenders confiscate the land. Increased Population: The population of India is growing at an 
alarming rate, despite the fact that agricultural land has not increased much over the years. It is 
necessary to absorb the strain of people on a single plot of land, which has resulted in the 
fragmentation of land holdings.  
 
 
4. Population pressure:  Due to growth in population, everyone wants to live individually and so split 
the land into   little portions. Reducing population pressure on farm land is essential for rural 
development. This is also necessary to protect the farmers from extreme crisis, leading some to end 
their lives. The challenges have to be tackled by finding out suitable alternative employment for the 
vast number of under employed and unemployed people in the rural sector.  

 

Box 7 
Punjab is the most fertile state on earth. It is best to produce wheat, sugarcane, rice, vegetables, 
and fruits in Punjab. Punjab’s other name is the Granary of India and India’s breadbasket. Around 
93% of the total productive land used to produce food grain. In Punjab, most of the area covered 
by wheat and paddy cultivation. And this area increases over the year.  Punjab is the 3rd largest 
farming crop-producing state in India. It is known for its irrigation system and these are 
appropriate for farming. Punjab is the 3rd largest producer of food grains too.  
 

Box 8 
Gujarat is the fastest-growing state in India. This state adopted a wise development pattern. 
They invested in agriculture, energy, and industry, for that they achieved a double-digit 
growth. Gujarat’s weather climate is variable, producing crops there is difficult. One strategy 
farmers can adopt there is to manipulate crop environments by advanced management for 
high yield. Gujarat produced cotton, groundnut, castor, bajra, tur, green gram, sesamum, 
paddy, maize, and sugarcane. And Gujarat produced cotton on a large scale, followed by 
Karnataka, Maharashtra, and  Telangana. Here groundnut grew too.  
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Fig 1.4: Typical step showing the consequences of population pressure 

 
As reported in The Statesman, dated 5 July, 2006, sources in the Planning Commission said that the 
farmers’ suicide is an issue which needs to be addressed urgently and also holistically with fresh policy 
measures and integrating the farm sector with manufacturing and services sector. Given the 
contemporary farm sector scenario, suicides are taking place only in those regions which are dry. The 
prevalent land holding pattern has farm sizes which have reduced to such a level that they cannot be 
further sub-divided.  
 
5. Indebtedness: Most of the farmer’s destiny is written with neck-deep indebtedness and they are 
compelled to sell parts of their agricultural land. The informal moneylenders offer the loan to the 
farmers against their land and since farmers are not able to repay the land passes to the 
moneylenders.  
 
6. Crop-sharing method: In certain cases, landowners do not cultivate the land by themselves but 
they lease out to multiple tenants thereby dividing land into small pieces although the name of the 
owner remains the same. 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Fig 1.5: Risk as mentioned by Cernea and Mcdowell 

 
C. Agriculture & its Productivity 
 Despite the fact that the agriculture sector has the greatest labour participation rate, agricultural 
production is not satisfactory. India must import a few agricultural items from other nations since 
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the country's own agricultural production is occasionally insufficient to feed its own people. The 
cause for the poor production may be seen in fig. 1.4, which explains the situation.  In a few 
communities, it is common to find that the Indian farmers are superstitious, conservative, and 
resistive to any new developments that come their way. The reasons for this include illiteracy and 
the social context in which they grew up, both of which have contributed to their poor productivity.  
 

 
 

Fig 1.6: Causes of low productivity 
Because the non-farm sector has been unable to offer enough job opportunities, the strain on 
agriculture has been steadily increasing. Due to the rising population pressure, productivity in 
relation to labour input is poor in comparison to previous levels of production. It has been 
estimated by C. Brandon and K. Hommann (1996) that the loss of agricultural production due to 
soil deterioration in India is about $1.9 billion in a single year. According to a research conducted 
by H E Dregne and N T Chou (1992), human-induced water erosion resulted in permanent soil 
productivity losses of up to 20% in certain regions of India. 
 
One of the most major factors contributing to poor agricultural output is the Zamindari system, 
which is extremely exploitative and has sapped farmers' passion and motivation to cultivate 
additional land. Several legislations have been established to protect farmer's rights, although in 
practice, the improvements are not as noticeable. Farmers are unable to purchase seeds and 
manures due to a lack of credit mechanisms available from formal institutions and a high rate of 
interest charged by informal institutions, resulting in poor or no production as a result of a lack of 
seeds or manures being available. 
 
National Sample Survey (2010-11) discovered that 85 percent of all holdings are less than 2 
hectares, making the land labour intensive rather than technologically demanding, as determined 
by the survey. Because of the low rate of acceptance of new technology in Indian villages, 
mechanized agricultural systems are very uncommon in these communities. Traditional farming 
produces a little amount of goods, while agricultural technology produces a higher level of 
production. Nature, too, plays a vital part in the whole agricultural process, yet drought and 
excessive rainfall may occasionally stifle the expansion of crop yield.  
 

1.4 Rural Economy & Non-Agricultural Activities 
The growth of rural industries, in addition to agriculture operations, is critical to the development 
of the rural economy. Only agricultural operations are unable to provide for the needs of the rural 
population, and non-farm activities provide a viable option for the people of rural India. To study 
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the influence of non-agricultural activities towards rural economy, it is required to know and 
understand the non-agricultural production & its significance along with the non-agricultural 
production & its types.  
 
A. Non-agricultural Production & its Significance 
Rural non-farm operations include any and all industries that are operated by rural people on a 
full-time or part-time basis, whether they are for profit or not. In order to build rural industries, it 
is necessary to make use of the raw materials provided by agriculture as well as the right use of 
expertise and a little amount of cash. Through the creation of job opportunities for rural people, 
non-farm enterprises have an important role to play in the rural economy. Due to the fact that 
agricultural labourers are subjected to seasonal or disguised employment, it is essential for them 
to find work in any rural businesses.  
 

 
                                           Fig 1.7 Prospects of Non-farm activities 
The majority of raw materials are readily accessible in rural locations, and the costs associated with 
the manufacturing process may be kept to a minimum as compared to metropolitan places. 
Industrialization in rural regions has the potential to make the most of the natural resources that 
are plentiful in rural areas. Increased buying power among the rural people is a result of non-farm 
activities that take place off-farm.  
 
According to a report by the National Institute of Technology and Innovation (NITI Aayog), an 
agricultural farmer's income is around one-third of the income of a person engaged in the non-
agricultural sector. When measured in terms of economic development metrics, the income 
discrepancy between agricultural and non-farm employees is large. Only the manufacturing sector 
in rural India generates 18 percent of the entire production, despite the fact that it employs only 8 
percent of the total rural workforce there. The rural labour, on the other hand, finds it difficult to 
get jobs in the industrial sector, which requires highly qualified personnel.  
 
B. Non-agricultural production & its types 
Classification of non-farm sectors can be categorised as 
 
Cottage Industries: Cottage Industries may be defined as any industry that is related with 
agriculture and allied activities as a part-time or full-time vocation in rural regions and that is 
situated in rural areas. 
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Agro-based or Agro-processing Industries: Industries that are dependent on the processing of 
agricultural products or that are tied to the input requirements of people who work in agriculture. 
Small-scale cottage industries are also regarded to be a kind of cottage industry.  
 
Small Scale Industries: Small scale industries are defined as those that have an employ capital of 
less than or equal to one crore rupees or less.  
 
They are mostly found in rural regions and are owned by individuals who have the financial 
resources to support themselves. In spite of this, efforts have been made to explain the rural 
industry, and the Khadi Village Industries Commission (KVIC) has defined rural industry in terms of 
per capita investment. The key responsibilities of KVIC are the planning, organization, and 
implementation of the development programme. 
  
Aside from that, KVIC maintains a stockpile of raw materials and upgraded tools, which it 
distributes to rural craftsmen at a reasonable price. It also serves as a proper organizational 
foundation for the broader promotion of the artisan's items in the marketplace.  
 
KVIC placed a strong focus on technological breakthroughs and made them accessible to rural 
artisans in order to raise their wages and productivity while also ensuring the production of high-
quality items. KVIC has been a trailblazer in the adoption of suitable technology to complement 
traditional or indigenous knowledge, which has contributed to the general expansion of rural 
businesses.  
 

 
Image: Reaching out to the villages by KVIC 

Providing employment opportunities to different categories of the skilled and unskilled labour 
force and contributing significantly to the state's overall economy, the non-farm sector plays an 
important role in the state's overall economy, both in terms of increasing incomes and providing 
employment opportunities to different categories of the skilled and unskilled labour force. 
Increased contributions from industries other than agriculture have resulted in a steady increase 
in the number of new jobs created. The agricultural economies have been unanimously recognized 
as having seen a considerable drop in the concentration of labour in agriculture and associated 
sectors, as well as a corresponding shift in the non-farm sector, in recent years.  
 
1.5 Determinants of Rural Development 
For example, the position of agricultural and non-agricultural sectors has an influence on the 
overall expansion of the rural economy. Solid government, decent infrastructure, a robust 
microcredit facility, successful entrepreneurship, and a well-managed health system are all 
required, but the participation of every individual will not be possible until and until all of these 
elements are in place, which will take time and effort. It is necessary to develop the determinants 
of development in a holistic manner in order to bring them into the main fold of development.  



407-Rural Economy MGNCRE MGNCRE 407 Rural Economy 

 

24   

ii 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig 1.8 Factors Impacting Rural Development 
A. Good Governance 
There is nothing new about the idea of "government." It has existed for as long as human 
civilization has existed. For the purposes of this definition, "governance" refers to the process of 
decision-making, as well as the process by which choices are executed (or not implemented). 
Governance may be used in a variety of circumstances, including corporate governance, 
international governance, national governance, and local governance, to name a few.  
 
Due to the fact that governance is the process of decision-making as well as the process by which 
decisions are implemented, an examination of governance focuses on the formal and informal 
actors involved in decision-making and implementing the decisions that have been made, as well 
as the formal and informal structures that have been put in place to arrive at and implement the 
decision in question. Good governance may be described as a governmental strategy that is 
intended to establish a system of justice and peace while simultaneously respecting human rights 
and civil freedoms. The United Nations assessed good governance based on eight criteria, which 
are represented in Fig. 1.7.  

 
Fig 1.9 Parameters of Good Governance 

 
Participation of all groups, especially those vulnerable groups, having direct or representative 
access to the processes of government is actively participating. A vibrant civil society and people 
with the freedom of association and speech will be the fruit of active engagement.  
 
Rule of Law is illustrated by impartial judicial systems that safeguard the human rights and civil 
freedoms of all individuals irrespective of class, religion, sex and age.  
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Transparency advocates that all people must understand and have access to the methods and 
manner in which choices are made. Any information must be supplied in an acceptable and 
accessible style, often translated via the media both in print and virtual mode.  
 
Responsiveness A fair response time for institutions simply means that they must reply to their 
stakeholders within a reasonable time limit.  
 
Consensus Oriented Demonstrated by a policy agenda that strives to arbitrate between a varied 
population's many different needs, viewpoints, and expectations. A detailed awareness of the 
historical, cultural, and social background of the community is required in order for decisions to be 
made effectively.  
 
Equity and Inclusiveness In order to guarantee that all people of a community feel included and 
empowered to promote or protect the well-being of the community, it is vital that those individuals 
and groups who are most vulnerable be included in the primary elements of development.  
 
Effectiveness and Efficiency Sustainable development is achieved via the efficient use of resources 
to suit the aspirations and needs of a community without compromising the potential of the next 
generation.  
 
Accountability advocates for institutions being ultimately responsible to the people and one 
another includes government agencies, civic society, and the business sector all being accountable 
to one another as well. 
 
To offer increased attention to rural development, the Department of Rural Development was 
created in October 1974 as the part of the Ministry of Food and Agriculture, Government of India. 
The government of India define the administration of rural in several ways, such as the Ministry of 
Rural Development (MoRD), under this there are two departments notably the Department of 
Rural Development and the Department of Land Development. Besides MoRD, every state also has 
an agency called the State Rural Development Department (SRD), whose purpose is identical to 
that of the MoRD. A state may undertake its own rural development projects or together with the 
Ministry of Rural Development.  
 
The tasks of State Rural Developments are confined to the formation of policies and initiatives 
connected to rural development of the state, providing financing for the programmes, monitoring 
and evaluation too. In contrast, the District Rural Development Agency (DRDA) is the primary 
administrative body at the district level, and it is tasked with monitoring the execution of several 
anti-poverty programmes. The DRDA is supposed to work in close collaboration with the district's 
line departments, Panchayati Raj Institutions, banks, and technology providers in order to 
successfully reduce poverty in the district. More recently, the District Rural Development 
Authorities (DRDAs) have been placed under the formal jurisdiction of the District or Zilla 
Panchayat.  
 
B. Infrastructure: A robust and well-maintained infrastructure is essential for India's fast economic 
development and poverty reduction efforts to be successful and sustainable. For the integration of 
the Indian economy, suitable infrastructure in the form of electricity, roads and transportation, 
communication, community halls, health care centres, drinking water and sanitation, as well as 
their effective operation, are necessary.  
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Fig 1.10 Forms of rural infrastructure 

 
While the demand and supply gap of other inputs of production may be imported from the nearby 
area or neighboring nation, the requirement for infrastructure cannot be filled up by importing. 
Infrastructure needs a location-based that may be fulfilled by the growth of its capacity in the local 
economy. For instance, we cannot import electricity facilities or roads from any other economy. 
The construction rural roads in the local jurisdiction would aid agriculture as the farmers will be 
able to sell their goods in favored marketplaces where they may earn remunerative rates. Apart 
from this, businesses may receive various inputs such as seeds, manures and other industrial items 
at a reduced rate since their transit expenses would not be included.  
 
Good quality infrastructure is necessary for inclusive development of the economy so that benefits 
of growth are shared by the majority of the population. Inclusive growth will contribute to the 
alleviation of poverty and decrease in economic disparity in the nation. Promotion of agricultural 
growth and setting up of agro-processing companies rely on the expansion of infrastructural 
facilities such as irrigation, rural electricity, highways and road transport. A highly designed and 
well-maintained infrastructure facility allow farmers and owners of processing businesses to 
receive their needs of raw materials and other inputs at a reasonable cost and also help them to 
deliver their goods to the marketplaces which are situated nationally and worldwide.  
 
To paraphrase Thirlwall (2005), “For impoverished farmers increased infrastructure would cut their 
input cost and enhance agricultural productivity and lessen traders’ monopoly by enhancing their 
access to markets. Nearly two-thirds of African farmers are blocked off from national and foreign 
markets, due of insufficient infrastructure and market access. Better transit offers increased access 
to public services like schools, hospitals and other health facilities”. Lack of infrastructure not only 
holds a lack of economic growth but imposes extra expenditures in the context of time, effort and 
money of the people for accessing services such as healthcare and education. The Economic Survey 
of India for the Year 2013 -14 noted that rural economic expansion has placed great demand on 
existing infrastructure notably on transport, electricity and communication and presents a 
challenge to maintain robust, sustainable and balanced development via the integration of the 
economy in conjunction with the creation of infrastructure that is ecologically friendly. 
 
Prof. T.N. Srinivasan (1988) said that the provision of infrastructure services has been a 
contributing factor to the poor performance of many developing nations, including India, 
throughout the years. As a result, the case for reforming the infrastructure sectors is extremely 
compelling, both in terms of improving their performance and in terms of removing the drag 
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caused by an unreformed and underperforming infrastructure sector on the realization of the 
potential benefits of reforms in other sectors.  
C. Micro-finance: Microfinance refers to financial services for the poor, such credit, savings and 
insurance. Started in the 1970s by innovative and entrepreneurial practitioners and popularized by 
advocates like Nobel Laureate, Muhammad Yunus (1999), microfinance has shown that poor 
people can indeed make excellent customers, refuting the notion that the poor are a credit risk, or 
“unbankable” due to their lack of education and capital.  
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Fig 1.11: Key parameters of Micro-finance 
In the beginning, microfinance institutions (MFIs) focused on providing basic loans to small 
enterprises and entrepreneurs, mainly women. As microfinance rose in popularity, however, MFIs 
extended their services to encompass goods like savings, home loans, insurance packages and 
social services like health care and education. These larger financial products replicate, in many 
respects, the tools affluent people use: systems to manage cash flows, gadgets for building assets 
in both the short and long-term and tools for managing with risk. People utilize microfinance to 
meet crucial, fundamental needs, putting food on the table every day, paying medical costs when 
they are sick, paying school fees and other substantial expenditures, and grabbing investment 
opportunities when they occur. 
 
Microfinance as we know it is supplied by a range of entities including government agencies. All 
the institutions have a strong presence in the microfinance industry and service for microfinance. 
Credit unions are self-help organizations in nature most typically set up by rural borrowers in 
partnership with microfinance firms. The microfinance environment is constantly and providers 
are always adjusting to meet new challenges and redefining their service delivery approaches. MFI 
s have chosen two primary approaches:  

 
 

Image: Hands on demonstration in a SHG meeting 
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Group Lending:  Grameen Bank is widely regarded as the originator of the group lending concept, 
which has now spread to a number of other nations. A group of borrowers is needed to organise, 
with each member responsible for the debts of the group. Grameen Bank's ability to ensure 
repayment is mainly dependent on peer pressure.  
 
Moreover, it lowers the risk by focusing on female borrowers, who are seen to be more dependable 
because to their strong family and community connections. Grameen Bank reported around 7 
million borrowers in the first quarter of 2007, with 96% of them being poor and uneducated 
women from distant communities. And, according to the organization, $6 billion has been loaned 
since 1976, with a payback record of 98 percent.  
 
Individual Lending:  These loans are larger in size and are granted to individuals without the benefit 
of a collective guarantee, as well as on more accommodating conditions. Not only are the self-
employed poor who are talented business people the most common borrowers, but so are the 
extremely poor who are looking to establish their own firms. A minor amount of collateral may be 
provided by the borrower in certain instances.  

 
 

Fig 1.12: The need for micro-finance 
Summary of the Chapter 
Throughout this chapter of the Introduction to Resources, we have studied the notion of resources, 
the categorization of resources, and the connotation of economic resources in rural regions. Land, 
labour, capital, and technology are the four basic variables that make up economic resources, 
according to our classification. We also spoke about the distribution of land, labour, money, and 
technology in rural regions, as well as the patterns of distribution of these resources. Unit 1.2 also 
featured a discussion of rural life and livelihood in the framework of the production system, which 
was divided into two key components: agricultural activities and non-farm activities.  
 
Both the agricultural and non-farm sectors are important for the overall expansion of the Indian 
economy, and an effort has been made to identify the elements that contribute to this growth. The 
significance of agriculture and its linked activities, as well as a few instances of production patterns, 
were also highlighted in this session. A similar explanation was given for the non-agricultural sector, 
as well as the reasons for its considerable contribution to the overall economy. The determinant 
of rural development is determined by how effectively strong governance administers its people, 
how well developed the infrastructure is in giving its facilities to the people, and how quickly 
individuals can get microfinance in rural regions, among other factors.  
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Model Questions  
➢ Define resources. Illustrate the classification of economic resources in the rural areas. 
➢ Compare agricultural and non-agricultural sector in the background of production system. 
➢ Elucidate the role of agriculture in Indian economy. 
➢ What are the challenges faced by rural industries? 
➢ Explain the importance of any determinants of rural development. 
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To do Activity 
Interview 20 rural people both from farm and non-farm sector. Collect information on the 

income, savings and expenditure. Now compare and write your findings on the impact of 
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Chapter 2   Economic Perspectives of Rural Development 
 

Introduction 

Rural development is defined as, the pattern of land ownership among Indian agricultural 

producers from an economic standpoint, and in order to deal with agricultural investment, the 

rural credit system must also be justified. The revenue and livelihood generated by agro and non-

agro sectors have an influence on rural economies, which are further simplified via the use of 

cooperatives and a robust micro-finance system, among other things. Economic holding, land 

reform, rural loan delivery mechanisms, and rural co-operatives are all discussed in this chapter in 

an effort to understand the phenomena of economic holding.  

 

Objectives 
This chapter connotes key phenomenon in the economic perspective of rural development. After 
going through this chapter, the learner will be able to- 
✓ To develop the concept of economic holdings and historical background of land reforms.  

✓ To illustrate the mechanism of rural credit system. 

✓ To provide an insight on the functions and functionaries of micro-finance in rural areas 

✓ To apply the role of agro and non-agro industry towards economic upliftment.  

✓ To develop the concept of rural co-operatives and its associated functions in rural 

development. 

 
Structure 

 
 

2.1 Economic Holdings & Land Reforms 

An economy may be conceptualised as a combination of economic, social, and institutional. Legal 

and technological arrangements through which individuals in society seek to increase their 

material and spiritual well-being. The two elementary functions of an economy are consumption 

and production. Consumption is considered as the prime function of economy. The classical dictum 

that ‘the consumer is sovereign’ is based on the consumer power embodied in his demand which 

is one of the significant requirements for the existence of any business enterprise and for any 

economic activity including production.  

 

2.1 Economic holdings & Land reforms

2.2 Rural Credit Mechanism

2.3 Micro-finance

2.4  Agro & non-agro based industries

2.5 Rural Co-operatives
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A. Economic Holdings 
 
India’s economy can be thought of as comprising two main sectors, namely the rural sector and 
the non-rural sector. The rural sector is in turn composed of two main sub sectors:  
 
 
 
 
 
 
 
 
The agricultural sub-sector comprises of agriculture and allied economic activities such as animal 
husbandry and dairying, fisheries, poultry and forestry. The non-agricultural subsector consists of 
economic activities relating to small scale village industries, rural craft, business and services. 
Industry refers to cottage and village industries, khadi, handloom, handicrafts etc. It is essential to 
begin with the categorization of agricultural holdings in order to obtain a thorough knowledge of 
the idea of economic holding. Agricultural holdings in India are defined as the average amount of 
land owned by agricultural farmers in the country.  
 
As seen in Fig. 2.1, agricultural holdings are essentially grouped into four groups, each of which is 
further subdivided.  

 
Fig 2.1: Classification of Agricultural Holdings on the basis of land 

 
According to Keatinge, Economic holding is the process that allows an individual the chance of 
producing sufficient to support for himself and the family after spending necessary expenses. The 
size of economic holding is different according to the regions as the quality of soil and climate 
varies. The Congress Agrarian Reforms Committee (1949) stated that an economic holding as one 
which could provide a reasonable standard of living to the cultivator and give full employment for 
a family of average size.  
 
Basic holding refers to the process that is comparatively smaller than economic holding and 
denotes the survival of farmers only while optimum holding is triple times bigger than economic 
holding. A given area which is equivalent to plough or a unit of average family having a pair of 
bullocks defines the family holding which was introduced by the Five Year Plan.  
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However, in India the agricultural holding is characterised by uneconomic, small and fragmented 
size of the land. According to N J Kurien, the estimated average size of holding in India tends to 
decline within one decade.  Depending on the possession of land, the category of agricultural 
farmers is further divided into Marginal, Small, Medium and Large. Table 2.1 reveals the category 
and size of holding in India. 
 

Table 2.1: Size wise distribution of ownership holding (in percentage) 

Size (in 
acres) 

Ownership holding Area Owned 

1953-
54 

1982-
83 

2003-
04 

1953-
54 

1982-
83 

2003-
04 

Landless 
(00-0.1) 

23.1 11.3 10.0 0.0 0.0 0.0 

Marginal 
(.01-2.5) 

38.1 55.3 69.6 6.2 12.2 23.0 

Small 
(2.5-5.0) 

13.5 14.7 10.8 10.1 16.5 20.4 

                    Source: Compiled from three reports of National Survey. 
 
The ownership distribution by year is shown in Table 2.1, which shows the ownership distribution 
by size. To sum up, the size of an economic holding depends on several factors such as: 
 
A. Fertility of soil: The size of economic holding of fertile lands is comparatively smaller as the 

requirement of land depends on the fertility of land.  

B. Method of cultivation: Size of economic holding depends on the method of cultivation. For 

example, if the farmer makes use of agricultural machinery, the size of the economic holding 

has to be large while if the farmer uses less mechanised techniques, economic holding can be 

managed within 6 to 8 hectares. 

C. Nature of the crops: The types of crops raised are also a responsible factor for the size of 

economic holding. For example, vegetable farming is highly intensive and a farm of 2 hectares 

can provide full and continuous employment. The categorization may be broken down into 

three categories:  

 
 

 
 

 

 

 
Marginal land is defined as the first 0.1 to 2.5 acres of land, while small land is defined as the second 
2.5 to 5.0 acres of land. The statistics showed that, throughout time, the proportion of landless 
farmers' ownership holdings has decreased, while the percentage of marginal farmers' ownership 
holdings has increased, and the percentage of small farmers has changed. When it comes to the 
proportion of land possessed, landless farmers have none, but marginal and small farmers are 
seeing an increase in their holdings as well. Agricultural censuses of operational holdings were 
conducted in 1953-54 and 2000-03, with the 'operational holding' serving as the fundamental unit 
of research rather than the ownership holding in both instances. According to the definition, an 
operational holding is "any land that is utilised totally or partially for agricultural production and 
that is managed as a single technical unit by one person or in collaboration with others, regardless 
of the title to the property, its legal form, its size, or its location."  

➢ Those that is landless  

➢ Marginal 

➢ Small, with landless parcels ranging from 00 to 

0.1 acres being designated as such. 
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It was described as "the unit that is under the same administration and has the same means of 
production, such as labour force, equipment and animals," according to the definition provided. In 
these censuses, the background information was based on the actual cultivator rather than the 
owner. When looking at agricultural growth from the standpoint of the operational holding, it was 
believed to be the core decision-making unit. However, there are two opposing trends in the size 
of farms that must be considered. The first claimed that there has been an increase in the division 
of agricultural holdings, partly as a result of the increase in rural population and partly as a result 
of the operation of the law of inheritance, which provides that each ward receives an equal portion 
in the ancestral estate.  
 
B. Land Reforms 
One of the other patterns analyzed was that big agricultural holdings have been split and excess 
lands have been handed to small and marginal farmers or transferred to unknown owners within 
the family within the ceiling of land holdings.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
It is generally known that direct land transfers were not a statistically significant event; for example, 
the entire area of excess land divided among the landless up to the early 1970s was less than one 
million acres, according to V. S Vyas. He also said that, although movements such as Bhoodan and 
land grab did not directly assist small and marginal farmers in a meaningful sense, they did 
contribute to the creation of an environment in which non-payment of debt became a norm rather 
than an exception.  

 

Salient Characteristics of India’s Rural Sector 

1. Excessive dependence on nature 

2. Preponderance of small uneconomic land and livestock holdings 

3. Low capital-labour ratio 

4. Low factor productivity 

5. Long gestation and low rate of turnover 

6. High incidence of poverty 

7. Preponderance of illiterate and unskilled workforce 

8.Lack of basic infrastructure 
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The phenomena was widespread until 1950, and it continues to be pervasive in most regions of 
the nation today. Economic holdings must be established in order to solve the problem of 
subdivided and fragmented land ownership. One of the most important parts of India's land 
reforms has been the growth in the size of holdings as well as the consolidation of formerly 
dispersed holdings. In order to develop economic holdings in areas where Zamindari systems are 
still in use, the following actions may be implemented in areas where Zamindari systems are still 
in use:  
 
1. The imposition of a cap on holdings so that people who have more land than the stipulated 
maximum limit in a community are required to relinquish their excess land to the public authorities, 
who would then allocate the land to others who have uneconomic holdings.  
 
2. Farmers with modest holdings may be persuaded to abandon their properties and seek 
employment in other fields in rural regions if the government provides incentives.  
 
3. The establishment of businesses in rural regions to offer job opportunities for landless and 
marginal peasants may help to alleviate the burden on land resources.  
 

 
 

Image: Farmers Extension Service 
Mahatma Gandhi said, "Verify that the land belongs to him who labors on it," and that statement 
ignited the very foundation of land reforms, which aim at redistributing ownership holdings from 
the standpoint of social justice and reorganizing operational holdings from the standpoint of the 
most efficient use of available resources. The procedure also tries to provide tenants with security 
of tenure, to stabilize rents, and to provide them ownership of their property. To eliminate 
middlemen and put the original farmer into direct touch with government officials was another 
goal of land reform efforts. It is within the purview of land reforms to abolish middlemen, 
implement tenancy reforms, impose a limit on the number of floors of land holdings, reorganize 
agricultural communities, and organise co-op farms, among other things. 
 
Land reforms contributed significantly to the eradication of rural poverty by: a) distributing land 
among the landless by acquiring excess land from big landholders; and b) distributing land among 
the landless by acquiring surplus land from large landholders, renters and sharecroppers by 
controlling the rent that they must pay to landlords and by ensuring that tenants and 
sharecroppers have security of tenure and ownership rights. c) encouraging holding consolidation 
in order to increase the size of operating holdings in order to increase productivity. In order to 
enable greater access to the rural poor in order to gather fuel wood and feed, the development of 
public lands is being considered. Provide women with access to land and other forms of productive 
assets d) maintaining the rural poor's homestead rights on properties that they own, and e) 
supplying them with house sites so that they may build residential dwellings.  



407-Rural Economy MGNCRE MGNCRE 407 Rural Economy 

 

35   

ii 

Despite the fact that land reforms were launched with great zeal, they were unable to maintain 
the same momentum, and as a result, the implementation of land reforms became a very dull 
affair. Prof. M L Dantwala, an Indian agricultural economist, made the observation that, although 
the land reforms done thus far in India and those envisaged in the near future are in the correct 
direction, the actual outcomes are far from satisfying because of a lack of execution. The Sixth Five 
Year Plan of India (1980-1985), which provided an overall review of land reform efforts, said that, 
although progress on land reform has been less than ideal, this has not been attributable to errors 
in policy but rather to indifferent execution. The necessary determination to effectively take action 
has frequently been lacking, particularly in the areas of ceiling laws, consolidation of holdings, and 
not aggressively pursuing concealed tenancies in order to have them vested with tenancy or 
occupancy rights as required by the law, amongst other things. 
 
However, Dr. P K Agarwal (2010), in his book Land Reforms in States and Union Territories in India, 
presented a few reasons and recommendations for the implementation of land reforms, including 
the following points:  
 

 
                                                   Fig 2.2 Sources of Credit in rural areas 
 
1. The preparation, maintenance, and computerization of land records should be given top 

priority.  
2. It is necessary to pay particular attention to tribals, and any gaps in the laws that apply to them 

must be closed, as well as to improve administrative machinery.  
3. Excess land taken over by large landholders should be dispersed prudently, and in order to aid 

land reform recipients, there is an urgent need to integrate them into the mainstream 
economy.  

4. Agriculturists should not be allowed to transfer agricultural land to non-agriculturists. The 
repurchase of property by landowners from tenants for the purpose of self-cultivation should 
be prohibited or restricted in specific circumstances. 

5. To give legal assistance to impoverished cultivators in accordance with the standards set by 
the Supreme Court.  
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Land reform, on the other hand, offers an area where no financial investment is necessary; rather, 
it requires a government with strong determination and the ability to suffer shocks before reaching 
the desired result via the use of land reform instruments. 
 

2.2 Rural Credit Institutions Mechanism 
Rural credit has been recognized since 1954, when the All-India Rural Credit Survey said that no 
other kind of credit organization would be acceptable in the village itself, with the exception of the 
Co-operative Society, where cooperation must succeed. In India, peasants seek credit at all times 
of the year, but the length of time they may borrow money varies depending on the purpose of 
the loan. In most cases, short-term loans are used for cultivation, while medium-term loans are 
used for land development, the purchase of agricultural equipment, and the purchase of livestock. 
Long-term loans are used for debt repayment or the purchase of expensive agricultural equipment.  
 
Institutional and non-institutional sources of loan are accessible to farmers in Indian villages, 
namely, institutional and non-institutional.  
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig 2.3: Parameters of National Policy framed for credit assistance 
In the agricultural sector, institutional credit refers to loans made to peasants by co-operative 
societies, co-operative banks, commercial banks, and regional rural banks (regional rural banks). 
Non-institutional credit is provided by individuals such as moneylenders, landlords, and dealers. It 
is the underlying tale of the Indian farmers that they borrow from their own relatives in cash or in 
kind in order to address momentary challenges, but that these loans are often negotiated in an 
informal way with the condition that repayment be made after the harvest.  
 
In distant areas, though, harvesting remains a high-stakes game. They were forced to choose 
between becoming bound labourers or taking their own lives as a result of their circumstances. As 
a result, institutional credit is required owing to the fact that it is not exploitative and the purpose 
of the loan is to assist farmers to increase their production and revenue to the greatest extent 
possible. Not only is the rate of interest generally modest, but it may also vary for various groups 
of farmers and for different reasons. Aside from that, institutional credit explicitly states the 
advantages and disadvantages of short- and long-term lending, as well as any certifications that 
may be necessary. Agriculturists' demands for finance are completely linked with their other 
requirements, and farmers need not just financing but also training and direction for agricultural 
operations such as the use of better seeds, fertilizers, and mechanization.  
 
Both agricultural financing and agricultural development should be used in conjunction with one 
another since farmers need education on enhanced and cutting-edge farming techniques. A 
National Policy was formed via the formation of co-operatives, commercial banks, and regional 
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rural banks, with the primary goal being to supply farmers with more affordable and enough 
financing. The following is the historical context of this policy:  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
In addition, it was discovered that in 1950, private moneylenders inspired by rural India and 
institutional sources only fulfilled 3 percent of the credit needs of Indian peasants, according to the 
report. However, in order to solve the problem, numerous techniques, such as the multi-agency 
strategy, have been developed to institutionalize agricultural finance, allowing co-operatives, 
commercial banks, and regional rural banks to access the farmers directly.  
 
Despite the fact that the government advocated that this approach could solve the problems of 
small farmers, a study was conducted under the chairmanship of C E Kamath (1972), and the 
following are the issues raised by the Working Group in the Report of the Committee on Delayed 
Payment of Bills of Small Industries on Government Departments and Large Industries, which was 
submitted to the President of the United States. There has been a downward trend in the 
percentage of cooperative banks, which suggests the need for restructuring and reforming the 
banks. There has also been a lack of cooperation between the agencies, resulting in multiple 
funding and excess financing in some regions, and under financing in others. 
 
Agriculture credit programmes were not properly developed or implemented. Following the 
adoption of a variety of rules and procedures by various agencies, there has been increased rivalry 
among the institutional credit agencies.  
 

Table 2.2: Share of different agencies in rural credit 

Agency Share in total 
credit (%) 

Moneylenders 70 

Public sector banks 10 

Co-operatives / Banks / 
Societies 

9 

Government Loans 1 

Self Help Groups 1 

Others  9 

Source: Hindustan Times, 2004 
 

The Government of India created co-operative credit societies and land mortgage 
banks in response to reports of a major shortage of non-institutional lending sources 
in the country. While money lenders accounted for 93 percent of overall loan needs 
for farmers, cooperative credit organizations run by farmers were only able to satisfy 
3.3 percent of the total credit requirements (All India Rural Credit Survey, July 1966).  
 
Consequently, the adoption of a multi-agency system became urgently necessary, 
with 15 major banks being nationalized in 1969 as a result of this decision to 
nationalize the banks. The amount of institutional credit available to peasants has 
grown from Rs. 6230 crores in the fiscal year 1984-85 to Rs. 2,03,300 crores in the 
fiscal year 2006-2007. Despite the fact that overall institutional lending to agriculture 
has been expanding in recent years, the contribution of cooperative banks to rural 
finance has been steadily declining in percentage terms. The proportion of regional 
rural banks continues to be low, whereas the proportion of commercial banks is 
increasing, with a 78 percent increase in 2008-09.  
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According to the data in Table 2.2, moneylenders account for 70% of the credit system, while public 
sector banks account for 10% of the total, with co-operative societies accounting for the remaining 
9%. While the percentage of Self-Help Group and Government loans remains at one percent and 
nine percent, respectively, other sources account for nine percent of total credit.  
 

2.3 Microfinance 
Micro-finance is described as the provision of loan facilities to the rural poor, especially to women, 
without the provision of a matching guarantee for the operation of productive activities. It is 
considered a good tool for the economic empowerment of women in rural regions. The primary 
goal of micro-finance was to reduce poverty levels in developing countries. For a long period of 
time in India, there was a notable dearth of institutional financial institutions that catered to the 
underprivileged. It was the only alternative open to marginal and small farmers to borrow credit 
from merchants and money lenders, which was exploitative in character due to the excessive rate 
of interest charged on the credit obtained from these sources.  
 
Micro-finance, in this context, provides a new way of delivering loans to the poor without putting 
them into an onerous cycle of debt, which is a significant development. The loans are issued at 
lower and more manageable interest rates, so that the impoverished may actually meet their 
obligations. 

 

 
Fig 2.3: Parameters of National Policy framed for credit assistance 

 
Today, micro-finance is generally recognized as a powerful weapon in the fight against poverty and 
the empowerment of the world's poorest citizens. Microfinance and microcredit have the potential 
to alter people's lives by giving credit to the impoverished in order for them to develop and stabilize 
their own revenue streams. The programme also helps folks who have never been deemed 
creditworthy or bankable to become more financially integrated. Micro-credit, micro-savings, 
micro-insurance, and remittances are some of the services it offers to the less fortunate.  
 
Micro-finance has the ability to support social development by empowering women and, as a 
result, fostering gender equality in the marketplace. Micro-finance was not instantly adopted or 
developed in India, despite the fact that it offered several benefits over the non-institutionalized 
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system. The fast development of microfinance was first hampered by reasons such as inadequate 
grant levels to microfinance institutions and an unfavorable legislative environment. However, the 
most significant advance in the sector happened when policy assistance was provided to the 
formation of a Self-Help Group with 15020 members, which was allowed to interact with 
commercial banks for the first time. 
 
At this point, microfinance has established itself as a major component of India's social 
development efforts. Microfinance Institutions (MFIs) in India are rising at a fast rate as a result of 
their emphasis on financial sustainability and socially relevant participation as foundations of their 
operations. A significant number of Indian colleges are included in the top ten lists issued by Mix 
market and Forbes on a global scale.  

 

  
Fig 2.4: Indian MFIs in the Global List published by MIX and Forbes 

 
                                 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig 2.5: Factors responsible for agro-based industries 
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It is necessary to re-conceptualize the activities and position of microfinance institutions (MFIs) in 
the market since their performance has been marked by both setbacks and improvements. In the 
first case, it is tied to the primary goal of MFIs, which is to empower rural women via SHGs; in the 
second, it is related to the fact that micro-finance could not target the correct segment since it 
does not have a clear definition of what constitutes "poor."  
 
It is now widely accepted that microfinance via SHGs has achieved a reasonable level of success, 
and that it is the largest microfinance intervention ever undertaken anywhere in the world. 
According to reports, over 16 lakh SHGs were connected to bank loans as of March 2005. 
Throughout the years, there has been a significant increase in the number of SHGs that have 
established relationships with banks, including commercial banks, regional rural banks, and 
cooperative banks, in order to meet their members' credit and other financial needs.  
 
The Grameen Bank of Bangladesh model has been duplicated in a number of locations around 
India. SIDBI is also promoting micro-finance via non-governmental organizations (NGOs) that are 
engaged in the business of micro-finance. RMK (Rashtriya Mahila Kosh) is also involved in the 
promotion of microfinance in India via non-governmental organizations. However, despite the lack 
of definitive numbers, it has been estimated that the overall outreach of MFIs via groups is around 
27 million, with 90 percent of this reaching SHG banks and the remaining 10 percent reaching 
various types of micro-finance delivery mechanisms. 
 
The World Bank has inked two agreements with India for a total loan of $407 million, which will be 
used to expand microfinance services in underserved regions and strengthen the country's ability 
to provide high-quality data. With a $300 million loan, the project "Scaling up Sustainable and 
Responsible Micro-finance Project" was able to provide access to sustainable micro-finance 
services to the economically disadvantaged districts of India, while the "India Statistical 
Strengthening Project" received a $107 million loan.  

 
 

Fig 2.6: Sources of funds for Rural Development 
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2.4 Agro and Non-Agro Based Industries 
Any industry that uses agricultural products as a raw material for the manufacturing of final goods 

is referred to as an agro-based industry. Agriculture-based industries include enterprises such as 

cotton textiles and jute manufacturing, as well as food processing and distribution businesses.  

 
Image: Apiculture as an agro-based industries 

Because of the high reliance on agriculture for raw resources, the interdependence is thoroughly 

examined, with stabilization and growth being the most important components of the strategy. 

Although various variables impact the development of agro-based sectors, some of the most 

significant are as follows: Textiles, sugar, paper, and vegetable oil are just a few of the industries 

that are dependent on agricultural products. These businesses rely on agricultural goods as their 

primary raw material sources. Among the organized sector's major industries, the textile industry 

is the biggest. Cotton textiles, woolen textiles, silk textiles, synthetic fibers, and jute textile 

industries are some of the industries that make up the textile industry. Textiles have long been a 

significant component of the industrial sector in the United States. In terms of industrial 

production, it accounts for roughly a fifth of total output and nearly a third of total export revenues. 

  

The agro-based industry is an enterprise that processes raw materials containing ground and tree 

crops as well as livestock. The degree of processing can differ tremendously which ranges from the 

cleaning and grading of apples to the milling of rice to the cooking. Hence there is an ample need 

for agro-based industries in India, especially for 

➢ Appropriate to rural settings due to nature of raw material. 

➢ Reduce the issues of unemployment. 

➢ Generate income and increase the standard of living. 

➢ Decentralisation and spreading of industries. 

➢ Supporting balanced growth between agriculture and industry. 

➢ Address the issue of exploitation of the peasants. 

➢ Accelerating the growth of agriculture and act as a cause of demand and supply. 
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➢ Prevention of migration of population from rural to urban. 

➢ Development of infrastructure facilities. 

                               
 
 
 
 
 
 
 
 
 
 

 
 Fig 2.8: Challenges of agro-based industries 

 
Agro-produce processing units (APUs) are a kind of technology that preserves raw materials while 
allowing them to be delivered at a more reasonable pace than before. This sort of agro-based 
industry is characterized by the absence of any new products being produced. For instance, rice 
mills are an example. Agro-produce manufacturing units are any kind of new items that are being 
created and in which the completed commodities are distinct from the raw materials used in their 
production. Examples include sugar mills and sugar refineries. Agriculture input manufacturing 
units may be characterized as businesses that make things to aid in the mechanization of 
agriculture or the increase in productivity of agricultural operations in general.  
 
Take, for example, the seed industry. In the agricultural industry, agro-service centers refer to any 
workshops or service centers that are involved in the repair and maintenance of pump sets or any 
other kind of farm equipment. It is true that agriculture and industry are diametrically opposed to 
one another in many ways, yet there are a few sectors that are reliant on agriculture and play a 
vital role in the overall economic balance. Agriculture, which is the primary source of work for a 
large segment of the Indian population, is labour intensive, and hence the potential for job creation 
is enormous in this industry. When it comes to GDP contribution, these businesses have a lot of 
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potential, especially in India, where the food and grocery industries account for 31 percent of total 
consumption.  
 
Nonetheless, there are certain obstacles facing agro-based companies, which must be addressed 
both in terms of policy execution and in terms of economic considerations. Small landholdings 
make it impossible to operate on economies of scale, and farmers are compelled to depend on 
subsistence farming as a result. Because of the seasonal nature of farming, farmers only have a 
very narrow window of opportunity to enjoy the rewards of their efforts. Climate change has had 
an influence on weather patterns, which in turn have an impact on agricultural productivity. 
Perishable nature characterizes the agricultural goods that are perishable in nature, and as a result, 
they need suitable infrastructure, such as cold storage and good road and transportation 
connections. In the context of raw materials, the word variability refers to the variance in both 
quantity and quality of raw resources.  
 
Weather uncertainty and poor soil condition are examples of quantity aspects of variability, while 
standardisation and improvement of raw materials are examples of quality aspects of variability. 
 

2.5 Rural Cooperatives 
Cooperation is a manifestation of the associative spirit that permeates all of human history and 
culture. Per Mr. Harric, "Cooperation is the act of individuals willingly joined for the purpose of 
using reciprocally own forces, resources, or both under a mutual administration in order to give a 
shared benefit for everyone." The First Five-Year Plan, which was established in 1951, accorded a 
significant role to cooperative organization and placed a strong focus on the coordination of the 
operations of local self-government and cooperative organizations. As a development tool, 
cooperatives' non-exploitative nature, voluntary approach taken by their members, the principle 
of "one man, one vote," decentralised decision-making, and self-imposed profit limits 
distinguished them as a viable option for combining the advantages of private ownership with 
public goods. With the goal of providing agricultural finance to farmers at a low rate of interest and 
shielding them from the sway of non-institutional credit sources, the rural co-operative movement 
was established. 

Fig 2.9: Structure of Cooperative Credit Institutions 
                            Source: RBI, Report on Trend and Progress of Banking, 2001-02 
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The cooperative movement's organizational structure at the federal and state levels may be easily 
divided into two major categories: credit and non-credit, with a further classification into 
agricultural and non-agricultural cooperatives as subcategories. In India's cooperative movement, 
the rural credit society continues to have a central place in the organisation of the cooperative 
movement. Primary societies are rural credit societies that may be started by any 10 people in a 
village, with the village serving as the area of operation for such organisations. The liability of 
agricultural credit societies is limitless in cases when the society obtains its operating capital from 
the sale of shares and deposits from members, respectively. 
 
The Cooperative Planning Committee emphasized the need for reforming and reorganizing primary 
credit organisations in order to establish a multi-purpose society. The committee was of the view 
that the development of such societies would help to accelerate the progress of the cooperative 
movement in the nation even further. They also pointed out that the primary society is responsible 
for the management of grazing land and the conservation of fodder, the distribution of better 
seeds and fertilizers, and the organisation of the assembly and transportation of village products. 
Even as World War II raged on in Europe, the non-credit movement gathered strength and achieved 
considerable achievements in the United States.  
 
The agricultural non-credit movement has not developed uniformly throughout all provinces, but 
it has gained a few new winglets, which are as follows:  
 
➢ Better living societies 

➢ Better farming societies 

➢ Consolidation of holdings societies 

➢ Irrigation societies 

➢ Agricultural supply societies 

➢ Cattle breeding societies 

➢ Dairy societies 

➢ Cooperative farming societies 

➢ Cooperative marketing societies 

➢ Cooperative cattle and crop insurance societies 

 
The fundamental purpose of the co-operative development plans is to guarantee that the benefits 
of co-operative activities flow progressively to disadvantaged sectors including scheduled castes 
and scheduled tribes. The Government attempts to attain by involvement of weaker sections 
population in the society and also assuring bigger flow of finances and services to the members. In 
the places predominated by scheduled tribe, big sized multipurpose organisations were created 
for their welfare and promote them financially. 
 
In spite of all the attempts and actions of cooperative organisations, some shortcomings of rural 
lending exist. The small and marginal farmers are acquiring credit in higher proportion leaving 
behind the landless farmers who failed to include in the cooperative credit organisation. Since 
these farmers rely heavily on credit for the purchase of their inputs, the available credit to them is 
still insufficient. Uneven distribution of co-operative advantages amongst various states also 
creates a major challenge about the fragility of cooperative society.  
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If the goals of agricultural and rural development are to be achieved, it will be necessary that the 
people are organized within an institutional structure that gives them access to the national 
economic and social systems. Organizing people is a political act because it alters the distribution 
of power within the community by increasing the number of people who are making decisions. 
Cooperatives are one of the institutional forms of organizing villagers. A cooperative is generally 
viewed as a socio-economic organization that can fulfil both social and economic objectives of its 
members, and that has its member’s interest truly at heart. 
 
Cooperation has three dimensions, that is, economic, social and moral, which are equally crucial 
for its success. The very motto of cooperation ‘each for all and all for each’ signifies loyalty, trust, 
faith and fellowship. A cooperative is a perfect democratic institution of the members, for the 
members and by the members and is based on the ‘one member, one vote’ system of decision-
making. A cooperative is based on certain values and principles of its own, which distinguish it from 
other forms of organisations. The International Cooperative Alliance held in Manchester on 23rd 
September 1995, adopted the following seven principles: 
 

 
 

  
Fig 2.10: Parameters of Cooperative 
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India has a very long history of experimenting with various approaches to rural; 

development going back to the pre-independence era. Since the beginning of the 

First Five Year Plan in 1951-52, a large number of agricultural and rural development 

programmes have been launched in the country from time to time. These 

programmes could be classified into three broad categories: Equity and Growth 

Oriented Programmes, Poverty and Unemployment Alleviation Programmes and 

Natural Resources and Infrastructure Development Programmes. 
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Summary of the Chapter 
In this chapter of Economic Perspectives on Rural Development, we addressed the idea of 
economic holdings as well as the historical context of land reforms in the United States.  
We have analyzed and shown the mechanism of the rural credit system by emphasizing the 
significance of credit delivery in rural regions, which has been highlighted in this paper.  
We attempted to provide the historical context of microfinance as well as the roles and impacts of 
microfinance on the rural community in this article. The most important component of unit 2.4 was 
the discussion of the role of agro-based industries and their influence. With an explanation of the 
co-operative system and a brief mention of the co-operative movement in India, the chapter came 
to a close.  
 
 

Model Questions  
➢ Define economic holdings. State the measures to tackle sub-division and fragmentation of land 

holding.   
➢ Write an account of Land reforms in India. 
➢ Illustrate the credit delivery system in rural areas  
➢ Why micro-finance is considered as the base of rural economy? 
➢ Discuss the structure of cooperative credit societies.  

 

Reading Materials  
Datt, G and Mhajan, A (2012), Indian Economy, S. Chand & Company, New Delhi 
Singh K (latest edition), Rural Development: Principles, Policies and Management, Sage Publication, New 
Delhi 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

To do Activity 
Outline a strategy to enable India to harness the opportunities emerging in the new era 

characterized by globalization and liberalization.  

List out the major challenges that India is facing now and will continue to face in the 

near future and how can India cope with those challenges? 

CDP was India’s first large scale, well-planned and organized initiative to promote 

agricultural and rural development, with the main focus on equity. Launched in 1952 

with the main objective was to secure total development of the material and human 

resources of rural areas and to develop local leadership and self-governing institutions.  

Collect the socio-economic profile of 20 SHG members and compare their living status 

before and after joining SHG as member.  
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privatization, deregulation and globalization affect the rural people, especially marginal 
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Chapter 3 Human Resources 
 

Introduction 
India is one of the most populated countries and its citizens are its great resources. In this 
context focus on human resources, development, enrichment is crucial for the economic 
development. For economic development what is required is not only employment, but 
also entrepreneurship. To meet this, the human resources should be harnessed for the 
progress of the country. First they should be groomed and out to use. Seeking jobs and 
getting into the job market is one way to develop and the other way is to on self-
employment. Migration plays a crucial role in employment and finance plays a crucial role 
in self-employment. This chapter showcases the concept of human resources, the issues 
pertaining to migration, the occupational structure and unemployment in Indian economy, 
the role of micro-finance and SHG’s and the factors associated with poverty in the rural 
economy. 
 
Both the causes and effects of development may be traced back to human beings. Whatever 
development is the consequence of human effort, and development, in any form, occurs for the 
benefit of human beings. As a result, it is essential to investigate and analyze the influence of 
humans on the developmental aspect, particularly in the context of economic growth. The 
concerns of human resources will be discussed in this chapter, with explanations of migration, 
unemployment, and poverty being included as vital parts of the discussion. Micro-finance in the 
form of SHGs may be utilized as a tool to solve the problem of economic issues faced by people, 
which is also highlighted in this chapter.  
 

Objectives 
This chapter introduces different key terms in the context of rural economy. After going through 
this chapter, the learner will be able to- 
✓ Understand the concept of human resources; 
✓ Explain the issues of migration; 
✓ Describe the occupational structure and unemployment in Indian economy; 
✓ Describe the role of micro-finance and SHG towards rural economy; 
✓ Explain the factors associated with poverty. 

 
Structure 

 

3.1 Problem & Measure for Human Resource Development

3.2 Migration: Types, Causes and Approaches

3.3 Occupational Structure & Unemployment

3.4 Poverty: Concept and measurement

3.5 Microfinance Institutions & SHG



407-Rural Economy MGNCRE MGNCRE 407 Rural Economy 

 

49   

ii 

3.1 Problem & Measure for Human Resource Development 
Humans are recognized as both the causes and effects of development. Any growth that takes 
place is for the human beings and the progress is being done by the effort of human exclusively. It 
is the human aspect that becomes the pivot of the process of development. Therefore, the study 
of human resources is crucial in the context of economic wellbeing and is required to know in 
quantitative terms the number of people living in a nation at a specific moment and the pace at 
which they are expanding.  
 
The utilization of human resources plays a significant part in the process of development where 
the degree of utilization may be best assessed in terms of employment from the viewpoint for long 
run and the short run. In the long run, employment is related to population growth and the 
correspondence between employment and population growth is especially close in Indian societies 
where human beings entered the labour force in the agricultural pursuit at a young age which is 
likely to be utilized as underemployment. 
 
Problems of Human Resources 
First and foremost, challenges of human resources are the growth of population that is very fast in 
the country. The growth of population and economic growth of the country is inversely proportional 
which does not support to growth of population as assets and resources are spent on maintaining 
the life than enriching it. Secondly, the salient features of occupational distribution are a major 
contributing factor towards challenges of human resources. Proportion of workers in the primary and 
the tertiary sectors are overwhelmingly large, while the secondary sector which is the most important 
for material prosperity, employs very small proportion of workers. If human resources are to be 
better utilized, industrialization and sustainability of the economy is the first due of planning for 
development. Once rapid and inclusive industrialization takes place, the demand for skilled 
manpower will increase.  
 
Measure for Human Resources 
To manage the human capacities, it is necessary to examine and re-think human as an asset and 
not as liability. To solve the problem of mobilizing human resources for rural development, the 
Human Resource Planning plays a vital role in the process of studying and determining the 
availability and the demand for human resources. The fundamental purpose of human resource 
planning is to guarantee that the person with suitable qualities at the right periods receives the 
job.  
1) Employment-Unemployment Situation: Though in general the number of educated jobless is on 
the increase, there is significant scarcity for a range of talents. This focus on the need for more 
efficient recruiting and staff retention  
2) Technological Change: The developments in industrial technology, marketing tactics and 
management practices have been vast and quick. These modifications have produced challenges 
pertaining to redundancy, retention and redeployment. All facts imply the necessity to plan 
personnel requirements extensively and consistently.  
3)Control by the government and changes in law in areas such as affirmative action for 
disenfranchised groups, working conditions and hours of work, limits on women and children 
entering the labour force, casual and contract labour are all examples of government influence. 
Human resource planning is influenced by several factors. The most important of the factors that 
affect HRP are  
(1) type and strategy  
(2) growth cycles and planning  
(3) environmental uncertainties  
(4) time horizons  
(5) type and quality of forecasting information  



407-Rural Economy MGNCRE MGNCRE 407 Rural Economy 

 

50   

ii 

(4) nature of jobs being filled and 
  

3.2 Migration: Types, Causes and Approaches 
Almost from the beginning of time, mankind has been on the move. Some individuals relocate in 
quest of better employment or economic possibilities, while others do so to be closer to family or 
to pursue higher education. Others relocate in order to flee violence, persecution, terrorism, or 
human rights abuses in their own country. Others relocate as a result of the harmful consequences 
of climate change, natural catastrophes, or other environmental problems, among other reasons.  
 
In today's world, more people than ever before are living in a place other than their own country 
of birth. According to the International Organization for Migration's World Migration Report 2020, 
the number of international migrants was predicted to be almost 272 million worldwide as of June 
2019, an increase of 51 million from the previous year.  
Almost two-thirds of the population were migrant workers. According to the United Nations, 
international migrants accounted for 3.5 percent of the world's population in 2019. Comparatively, 
just 2.8 percent in 2000 and 2.3 percent in 1980 were achieved.  
 

 
 

Image: A sculpture of migration at Viswa Bharati University 
 

The UN Migration Agency (IOM) defines a migrant as any person who is moving or has moved 
across an international border or within a State away from his/her habitual place of residence, 
regardless of (1) the person’s legal status; (2) whether the movement is voluntary or involuntary; 
(3) what the causes for the movement are; or (4) what the length of the stay is. It is the movement 
of people from one place to another with the aim of settling, either permanently or temporarily, 
in a new site that is defined as human migration (geographic region).  
 
Internal migration is the most common kind of mobility, and it occurs across great distances and 
from one nation to another, but it is also feasible, and it is the most common type of movement 
worldwide. Individuals, families, and big groups of people may all move at the same time. Invasion, 
conquest, colonization, and immigration are the four primary types of movement that have 
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occurred throughout history. A person who is forced to leave their home as a result of a natural 
catastrophe or civil unrest may be referred to as a displaced person or, if they stay in their own 
country, as an internally displaced person (IDP).  
 

 
 
 
 

 
 

 
 

 
 

 
 
 
 
 

 
Fig 3.1: Forms of Migration 

 
A. Based on Distance 
Local scale: Moving house to another within a town or city 
 
Regional scale: Migrating within a country from one county/state to another 
 
International scale: Migrating from one country to another (emigration immigration) 
 
Global scale: Migrating between distant continents 
 
B. Based on Duration 
Daily: Commuting to and from work each day often resulting in "rush hours 
 
Seasonal: Shifting of people from one place to another during a particular season of the year.  
 
Permanent: Moving or shifting to another country with no intention of returning. 
 
 
C. Based on Motive 
Fleeing from a location affected by drought, flood, desertification, or eruption (environment). 
Those who are subjected to religious, ethnic, racial, or political persecution, as well as conflict or 
war, face threats to their freedom, safety, and liberty. Movement as part of a defined group in 
order to sustain group cohesiveness is defined as collective behaviour (Traveller communities, 
nomadic groups, ethnic groups).  In terms of personal aspiration, economic migrants are those who 
want to enhance their level of life for themselves or their families by earning economic and social 
advantages.  
 
There are many distinct reasons why people move. Economic, economic migration-moving to find 
job or pursue a certain career path, political, environmental, and social factors may all be cited as 
justifications for migration. 
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Moving someplace for a better quality of life or to be closer to family or friends is referred to as 
social migration. 
 

 
 Image: Rehabilitation centre for Mirgated people 

 
Political migration is defined as relocating in order to avoid political persecution or conflict. Natural 

calamities such as floods are among the environmental factors that contribute to migration. Some 

individuals opt to migrate, for example, someone who relocates to a different nation in order to 

improve their employment possibilities. For example, someone who is compelled to relocate 

because of a famine may be required to do so by law. A refugee is a person who has fled their 

home and does not have a new place to call their own to return to. In many cases, refugees do not 

bring many belongings with them, and they may not have a clear concept of where they will 

eventually settle.  

 

3.3 Occupational Structure & Unemployment 

Broadly we split jobs into three groups. Agriculture, animal husbandry, forestry, fisheries, etc. are 

together characterized as "primary" activities or industries. They are main because their goods are 

necessary or crucial for human survival. They are carried out with the support of nature. 

Manufacturing sectors both small and big scale, are known as “secondary” activities. Mining is 

frequently placed under secondary activities, although strictly speaking, it is primary activity. 

Transport, communications, banking and finance and services are “tertiary” activities which 

support in primary and secondary activities in the nation. The occupational structure of a nation 

refers to the distribution or division of its citizens according to various jobs.  
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Fig 3.2 Occupational Structure 

 
 
Colin Clark (1940), in his work ‘Conditions of Economic Progress’, argues that there is a close 
relationship between developments of an economy on the one hand, and occupational structure 
on the other and economic progress is generally associated with certain distinct necessary and 
predictable changes in occupational structure. He writes: “A high average level of real income per 
head is usually connected with a large share of the working population in tertiary industries low 
income per head is usually related with a low proportion of working population involved in tertiary 
production and a large percentage in primary production.”  
 
A.G.B Fisher also draws the same conclusion: “we may conclude that in every progressive economy 
there has been a gradual transfer of employment and investment from the vital ‘primary activities’ 
to secondary activities of all types and to a far larger degree into tertiary production.” While some 
economists have recognized the theory of Colin Clark, concerning the link between economic 
development and occupational structure as genuine, while others have refused to embrace it. It 
would be of interest to study the empirical data in this respect. The advanced nations like the 
U.S.A., U.K., Germany and Japan with a smaller share of active people relying on agriculture exhibit 
a greater per capita income.  
 
The income of the average citizen in a developing nation such as India, which has a greater 
percentage of the active population engaged in agriculture, is much lower than that of these 
industrialised countries. As the amount of per capita income rises over time, the percentage of the 
labour force that is reliant on agriculture drops, while the proportion of the labour force that is 
dependent on industry and services grows. With more economic growth and an increase in national 
and per capita incomes, Colin Clark's argument that there is a change in occupational pattern from 
elementary to secondary and tertiary sectors.  
 
Due to the fact that labour is the most important component in production, the size of the labour 
force has a significant impact on the overall level of economic activity in a nation. While it is 
conventional to omit children under the age of 15 and elderly persons over the age of 60 when 
determining the size of the labour force in the United States, poverty requires people in these 
categories to work for mere sustenance in India. Several variables influence the labour force 
participation rate in a nation, including age, gender composition, attitude toward work, and the 
availability of employment opportunities, among others. Age is one aspect. All of these 
characteristics change in various nations, and any of these elements alter within a single country 
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at different times of year. Working-age populations in industrialised nations such as England, 
Japan, and others are typically between 45 and 50 percent, however in India, the percentage has 
been around 33 percent for the last many years.  
 
A person was regarded to have met the foundation of employment in 1961 if he or she had some 
regular job of more than one hour per day during the larger portion of the working season, even if 
it was seasonal labour such as agriculture, livestock, dairying, home industry, or other seasonal 
activity. Many of these individuals, whose primary activity was not economic in nature, were 
categorized as employees during the 1961 census, resulting in an exaggeration of the workforce 
participation rate, which jumped to 43 percent in 1961 as a consequence of this. It is estimated 
that 47.41 crore people are actively employed in 2011. In the 1971 census, a more rigorous and 
relevant definition was established for the second time. According to the 1971 census, a worker is 
defined as a person whose primary activity is involvement in any economically productive labour 
via his or her bodily or mental activity.  
 

 
Image: Women labourers selling local produce 

 
The term "work" refers to not only actual work but also effective supervision and direction of work. 
As a result, a man or woman who is engaged primarily in household activities such as cooking for 
one's own household or a boy or girl who is primarily attending an institution, even though he or 
she assists in the family's economic activity but does not work full-time, should not be treated as a 
worker for the main activity.  
 
The overall work participation rate (WPR) has been growing steadily since 1981, and this tendency 
has continued to this day. Although the WPR was 36.7 percent in 1981, the figure rose to 37.7 
percent in 1991 and then increased even higher to 39.2 percent in 2001.  
In rural regions, the increase in the labour force participation rate is more noticeable than in 
metropolitan areas. The rise in the labour participation rate is more noticeable in rural regions than 
it is in metropolitan ones, according to the Labor Department. Rural regions had a labour force 
participation rate of 42.0 percent in 2001, compared to 40.2 percent in 1991, while urban areas 
had a labour force participation rate of 32.2 percent in 2001, compared to 30.4 percent in 1991.  
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For males, the WPR in rural regions was 52.4 individuals in 2001, which was the same level as in 
1991; however, there has been a little increase in the WPR in urban areas, with the WPR increasing 
to 50.9 percent in 2001 from 49.0 percent in 1991, a tiny improvement over the previous year. The 
labour participation rate for females in rural regions has climbed from 27.2 percent in 1991 to 31.0 
percent in 2001, representing a 3.8 percent increase. However, in urban areas, the WPR has 
increased from 9.7 percent in 1991 to 11.6 percent in 2001, representing a 1.9 percent increase.  
 
Out of a total population of 1025 million people, 402.5 million were employed, with 275.5 million 
men and 127.0 million females making up the working population. In terms of proportions, men 
accounted for 68.4 percent of the overall workforce, while females accounted for 31.6 percent of 
the total. Workers accounted for 310.6 million people out of a total rural population of 740.2 
million, with 199.2 million men and 111.5 million females making up the entire workforce. Males 
accounted for 64.1 percent of all rural employees, while females accounted for 35.9 percent of all 
rural workers, respectively. 
 
The urban workforce consisted of 91.9 million people out of a total population of 285.0 million, or 
91.9 percent of the total. Males accounted for 76.3 million of the total, with females accounting 
for 18.6 million. This suggests that men accounted for 83 percent of the rural workforce, while 
females accounted for 17 percent of the rural workforce. The conclusion drawn from the census 
data is that rural women are more burdened than urban women; not only do they participate in 
large numbers in economic activity, but they also have to return home from that activity to perform 
domestic tasks such as cooking, cleaning, and cattle tending, not to mention child bearing and child 
rearing, which is a significant burden.  
 
In contrast to them, the great majority of urban women have withdrawn from economic activities 
outside the house and are solely concerned with domestic duties and childcare. The Census has 
defined ‘main employees' as those who have worked for 183 days or more in a year, and marginal 
workers as those who have worked for fewer than 183 days in a year, according to the Bureau of 
Labor Statistics. Out of a total workforce of 402.5 million people, 3 13.2 million are major 
employees, accounting for 77.8 percent of the total, and 89.3 million are marginal workers, 
accounting for 22.2 percent of the overall workforce.  
 
The percentage of primary workers among male employees was 87.3 percent, while the proportion 
among female workers was 57.2 percent, according to the data. This suggests that women 
constitute a much greater proportion of marginal employees, accounting for roughly 43% of all 
marginal workers. In rural regions, the percentage of major and marginal workers within the female 
workforce was 54 percent and 46 percent, respectively, but in urban areas, the proportion was 79 
percent and 21 percent, respectively, of the female workforce.  
 

3.4 Poverty: Concept and Measurement  
As a societal phenomenon, poverty may be described as a situation in which a segment of the 
population is unable to meet even the most basic of needs in order to survive. When a significant 
portion of a population is denied of the basic necessities of life and is forced to live on a subsistence 
level, that society is said to be afflicted by mass poverty. The presence of widespread poverty is 
unavoidable in the nations of the Third World, while pockets of poverty may be found in even the 
most prosperous countries of Europe and North American. 
 
Attempts have been made in all civilizations to define poverty, but they have always been 
constrained by the vision of a bare minimum or a desirable life that has prevailed in the community. 
For example, the idea of poverty in the United States would be very different from that in India 
since the typical person in the United States is able to afford a substantially better standard of life 
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than the average person in India. All definitions of poverty make an attempt to approximate the 
average standard of living in a society, and as a result, these definitions reflect the existence of 
inequalities in a society as well as the extent to which different societies are willing to tolerate 
these inequalities in different ways.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
According to the widely recognized concept of poverty in India, a minimal level of living is preferred 
to an acceptable level of living rather than a suitable level of living. Political factors are included 
into poverty definitions because programmes for reducing poverty may become prohibitively 
expensive as the notion of a happy life becomes more expansive. The absolute standard of poverty, 
as measured by the minimal needs of grains, pulses, milk, vegetables, butter or calorie intake is 
conditioned by the relative standards of living that exist in a nation, according to the reasoning. A 
major segment of society is denied the bare necessities of existence, while the privileged classes 
live a lavish lifestyle, bringing poverty into sharper relief.  
 
In economic literature, there are two sorts of standards that are often encountered: absolute 
standards and relative standards. For a subsistence level in the absolute standard, the bare minimal 
physical quantities of grains, pulses, milk, butter, and other foods are established, and then the 
price quotes are converted into monetary terms from the physical amounts. A number indicating 
per capita consumer spending is calculated by averaging all of the values included in the analysis.  
 
It is regarded that the population is below the poverty line if their level of income (or spending) 
falls below the specified threshold. Income distribution of the people in various vulnerable groups 
is assessed using the relative standard, and a comparison of the levels of living experienced by the 
top 5 to 10 percent of the population with the lowest 5 to 10% of the population represents the 
relative standards of poverty.  

Large-scale Diversion of PDS Food Grains in India 

Every year, India’s poor are cheated of 53.3% of the wheat and 39% of the rice 

meant for them. With the exception of 11 states and the Union Territories, large-

scale diversion of PDS food grains takes place everywhere in India. In three years, 

204-05, 2005-06 and 2006-07, wheat and rice worth Rs. 31,000 crore had been 

diverted from the PDS.  

The North-East states fared the worst in terms of the extent of leakage. For 

example, in six of the eight states, 100% of the PDS wheat was diverted.  

In terms of the extent of loss to the exchequer, Uttar Pradesh fared the worst, 

followed by West Bengal, Madhya Pradesh, Assam, Rajasthan and Maharashtra.  

Such large-scale leakages in the PDS have been known for decades now but no 

correctives are taken to fix the problem. Good governance is the only answer to 

the problem. 
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The disadvantage of the latter technique is that it provides information on the relative positions of 

various sectors of the population within the income hierarchy. Such areas of poverty may be found 

even in the most opulent of civilizations. While the presence of widespread poverty is a reason for 

worry in rich nations, in developing countries the existence of widespread poverty is a cause for 

concern.  

 

Measures and Indicators of Poverty that are Commonly Used 

Despite the fact that head count (HC) is the most widely used metric, three additional measures, 

namely poverty gap (Nil, squared poverty gap (SPG), and Sens's Index, are equally relevant due to 

the characteristics of their data. The first three measures are members of a class of measures 

known as additive measures. There are several excellent surveys available for measuring poverty 

(Atkinson 1987, Foster 1954). 

 

We briefly discuss the most important topics that have an impact on policy analysis. A sub-group 

inconsistent measure may cause policy analysis to be misled, since the measure may fail to 

demonstrate a drop in national poverty even when it does show a decline in a specific region of 

the country. 

 

The Head Count (HC) Index measures the number of people who have their heads counted. This 

is a metric that is extensively used these days. Affluent population simply refers to the percentage 

of the population whose consumption is less than the poverty level.  

 

Although the measure is simple to comprehend and express, it has two significant shortcomings 

that have an impact on policy analysis. First and foremost, it is in violation of the monotone axiom 

of welfare, which holds that an increase in the income of some individuals, relative to the incomes 

of others, should result in a reduction in poverty.  

 

For starters, the HC ratio is not sensitive to changes in income as long as these changes do not 

result in a person being pushed from one side of the poverty line to the other. Second, it violates 

the welfare transfer axiom, which states that transfers from a richer to a poorer person should 

reduce poverty. This breach has important ramifications, since it implies that increasing incomes 

via policy interventions will have a significant effect if people who are near to the poverty line are 

targeted for assistance. 

 

The Poverty Gap (PG) Index measures the disparity between rich and poor people. This is achieved 

by adjusting the metrics of depth of poverty such that they are dependent on both the distances 

from the poverty line and the number of impoverished people.  

 

The poverty gap ratio (PG) is a more accurate indicator than the income gap ratio. The monotone 

action is indifferent to transfers from a better off poor to another poor, and therefore meets the 

monotone action requirement.  

 

While it indicates the depth of poverty, it does not show the severity of poverty since it does not 

give any weight to the distance between the poverty line and the median income.  
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The Index of the Squared Poverty Gap (SPG) measures the disparity between rich and poor 

people. This metric, introduced by Foster, Greer, and Thorbecke (1984), reflects the severity of 

poverty and is produced by dividing o-2 by the number of people living in poverty. As a welfare 

function, it has the desirable property of being strictly convex, which makes it a desirable function.  

 

Sen's Index is a measure of how well a person understands a subject.  

Senator Amartya Sen (1976) suggested a measure of poverty that incorporates three factors: the 

number of poor, their level of poverty, and their distribution within the group of poor. HC UP and 

PG (P) measurements weighted by the Gini coefficient of inequality among the poor may be used 

to formulate the formula as follows: HC UP averaged over PG (P) measures (G).  

 

The Index of the Housing Market is a cost-effective measure/tool for identifying the impoverished 

was presented by Gibbons (1997), and it is still in use today. It is his contention that the validity 

and usefulness of this index have been demonstrated in a number of countries such as China, 

Vietnam, the Philippines, Indonesia, India, and Bangladesh, and that the index can be used to 

identify approximately 80 percent of the poor in a short period of time; it takes about five minutes 

for an experienced field assistant to use the index properly.  

 

The Housing Index is composed of three components: (a) the size of the home; (b) the physical 

condition of the house, as shown by the materials used in its construction; and (c) the kind of 

materials used in the building of the house's roof. Taking a walk up and down the lanes/streets of 

a hamlet provides an opportunity to observe and evaluate all three aspects of the index. It is not 

necessary to conduct any interviews utilizing questionnaires or schedules in this situation. The 

material of a roof, according to Gibbons, is a simple yet effective predictor of poverty in the 

majority of Asian nations.  

 

These nations' impoverished live in buildings with thatched roofs, roofs made of woven bamboo 

or twigs, or plastic sheets with holes, and the roofs leak and cause health concerns for them and 

their families. Because no one wants to live in such a home unless they have no choice, the 

individuals who do live in such a house are in fact very impoverished. We can get pretty near to 

identifying most of the really poor if we combine this with the modest size of the dwellings and the 

use of very basic construction materials such as mud, jute sticks, and other similar things.  

 

Gibbons acknowledges that there are two limitations to this measure.  

➢ Some impoverished individuals live in larger and nicer homes because they inherited such 

homes, but they no longer have any source of income. 

➢ In many countries (including India), the government provides impoverished people with 

pretty decent housing at no cost. 

 

As a result, this score is unable to identify the impoverished in certain places. There is an appeals 

mechanism in place to help people overcome these and other comparable limits. 
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A group of impoverished individuals living in nice homes might make a persuasive argument to the 
field assistant, convincing him or her that they are not wealthy. A senior officer might conduct an 
interview with such individuals and make a final judgement on the situation. There have been some 
positive results from the implementation of the Participatory Rural Appraisal (PRA) technique of 
wealth ranking in these types of situations. In the Participatory Rural Appraisal (PRA) technique, all 
of the villages are gathered together to determine who is the most impoverished, who is the 
poorest, who is not so poor, and who is not poor at all.  
 
The two techniques, the Housing Index and the PRA, were found to be equivalent in terms of cost 
effectiveness as well as time required to complete the task. They might also be used by government 
organisations and non-governmental organisations (NGOs) involved in rural development to 
identify the impoverished and aim their efforts toward them. As a result, the Housing Index has a 
significant drawback in that it cannot be used to make worldwide or even intra-national 
comparisons when the types of dwellings differ significantly between countries and between states 
and provinces within a country.  
 
However, the major goal of this index is to identify the impoverished in a certain region in order to 
provide them with some benefits or services. The index seems to be enough for this purpose. 
Another drawback is that there is currently no method to aggregate the three components into a 
single index for comparison. As a result, the moniker "Housing Index" is deceptive.  
 

Objectives of National Policy for Farmers 

➢ Improve the economic viability of farming by ensuring that farmers earn 

a minimum net income and ensure that agricultural progress is measured 

by the advance made in improving that income. 

➢ Mainstream the human and gender dimension in all farm policies and 

programmes, and give explicit attention to sustainable rural livelihoods. 

➢ Complete the unfinished agenda in land reforms and to initiate 

comprehensive asset and aquarian reforms. 

➢ Develop and introduce a social security system and support services for 

farmers. 

➢ Protect and improve the land, water, biodiversity and climate resources 

essential for sustained advances in the productivity, profitability and 

stability of major farming systems by creating an economic stake in 

conservation. 

➢ Foster community-centred food, water and energy security systems in 

rural India and to ensure nutrition security at the level of every child, 

woman and man.  

➢ Introduce measures which can help to attract and retain youth in farming 

by making it both intellectually stimulating and economically rewarding. 

➢ Strengthen the biodiversity of crops, farm animals, fish and forest trees 

for safeguarding both the work and income security. 

➢ Make India a global outsourcing hub in the production and supply of the 

inputs needed for sustainable agriculture. 
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3.5 Microfinance Institutions & SHG  
Mohammad Yunus, generally known as the "Father of Micro-credit System" and Nobel Prize 

laureate in 2006, began a research study in Bangladesh in 1979 that culminated in the development 

of concepts for micro-credit, which led to the formation of Grameen Bank in Bangladesh in 1983.  

 

As a result of their deliberations at the Third International Symposium on the Mobilization of 

Personal Savings in Developing Countries (1984), which was organized by the United Nations, the 

participants agreed on the final resolution: internal savings must serve as the foundation for credit 

programmes; state control interest rates must be relaxed; more decentralised financial services 

must be provided; and a strong linkage between formal and informal credit institutions for 

development is required (Dasgupta, 2001) . 

 

In 1984, the Federal Ministry of Economic Cooperation and the Agency for Technical Cooperation 

of the Federal Republic of Germany undertook a series of studies and workshops on rural finance 

in developing countries, which resulted in a new policy of Self Help Groups (SHGs) as a financial 

intermediation between rural poor and financial institutions, on the one hand, and micro 

enterprises, on the other, that has been implemented since. 

 

In 1986, with the cooperation of the Asia and Pacific Regional Agriculturist Credit Association 

(APRACA), a coordinated programme for the development of links between banks and SHGs for 

the mobilization of rural savings and the provision of credit to the rural poor was established.  

 

In 1989, the Central Bank of Indonesia, with the assistance of the Self-Help Promotional Institution 

(SHPI), launched a pilot project dubbed "Self-Help Promotional Institution (SHPI)" "establishing a 

relationship between Banks and SHG. Essentially, the micro-credit system acquired traction in the 

mid-1990s as a result of the World Summit for Social Development in Copenhagen, which took 

place in 1985.  

 

As part of the Summit, which stressed the importance of easy access to credit for small producers, 

landless farmers, and other low-income individuals in general, and women in particular, the 

participants urged governments from around the world to take appropriate action in order to make 

credit more easily accessible to the poor. Following that, in 1997, the World Micro-credit Summit 

in Washington declared a worldwide goal of assuring the distribution of credit to 100 million of the 

world's poorest households, particularly the women of those families, by the year 2005, with a 

focus on women. 

 

It was NABARD that made the initial attempt in 1986-87, when it sponsored and financed an action 

research study on "Self-Help Groups of the Mysore Resettlement and Development Agency are 

responsible for their own savings and credit management (MYRADA). Then, in 1991-92, the 

National Bank for Agriculture and Rural Development (NABARD) initiated a pilot programme to 

offer microcredit by partnering SHGs with banks. NGOs such as the Association of Serva Seva 

Farms (ASSEFA), the Peoples' Rural Education Movement (PREM), the Professional Assistance for 

Development Action (PRADAN), and the Community Development Society (CDS) carried out 
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outstanding work in the promotion of SHGs, the mobilization of thrift, and the disbursement of 

credit during the project's period of implementation. 

  

The Reserve Bank of India (RBI) established a Micro-Credit Cell in 1999 to make it simpler for micro-

credit providers to follow the institutional development process. In informal voluntary groups of 

individuals created to achieve a common objective, Self-help Groups (SHGs) are known as Self-help 

Organizations (SHOs). Groups of people who are homogenous in terms of their social background, 

ancestral history, caste, or customary employment join together for a similar goal in order to raise 

and manage resources for the benefit of the group's members. Typically, the impoverished and, 

more specifically, women are the centre of attention.  

 

Group Formation, Group Promotion, and Group Evolution are all terms used to describe the 

process by which selected people, usually poor and representing a specific economic stratum of 

society, with some specific identity (of caste, occupation, origin, etc.) are encouraged to form small 

homogeneous groups for the purpose of participating in development activities such as savings, 

credit, income generation, and so on. 

 

First, it is necessary to comprehend the nature of existing groups in society, as well as their 

relationship to and participation in them, before addressing the establishment of new groups. 

Identifying societies in India where family groupings, economic groups, or activity groups are 

already in existence and which may or may not engage in any organized development activity is a 

straightforward process in many regions of the country. Grain, fodder, and seed banks, which may 

be found in portions of Maharashtra, Madhya Pradesh, and Orissa, are examples of such 

organisations. Village kitties, cooperative forest management groups, and Village Development 

Committees are all examples of community-based initiatives in Uttar Pradesh.  

 

It may be possible to encourage the formation of homogeneous groups of 10 to 20 people, which 

would consist of members who (1) live in similar economic and social circumstances, (2) accept 

mutual responsibility for joint self-help, and (3) have enough trust in one another that no one 

would dominate or exploit the group. Gender, occupational affinity, caste, and other 

characteristics that contribute to cohesion may also be considered. Generally speaking, there are 

four phases involved in the establishment or evolution of new SHGs, namely, the stages of pre-

group formation, formation, performance, and self-sufficiency. Small-scale farming groups (SHGs) 

often grow and reach the point of being self-sufficient after two to three years.  

 

The creation and functioning of groups are not a goal in themselves, but rather a means to further 

growth. It is critical for SHGs to emerge as self-sustaining groups if they are to fulfil their intended 

function in society. The preparation of the group promoter and the SHG members is critical to the 

long-term viability of the group. Sustainable SHGs will arise if SHG members have been actively 

participating in a democratic and participatory manner in the spirit of self-help and financial 

discipline, and if the SHG promoter has been effective in executing its withdrawal plan. This kind 

of SHG will continue to operate even if the promoter ceases to provide external assistance. In order 

to be successful, Self-Help Groups must be managed in a sustainable way.  
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Model Questions  
➢ Discuss how inflation can help the government mop up funds for rural development.   
➢ What are the strengths and weaknesses of Self Help Groups vis-à-vis cooperative credit societies? 
➢ How can the Government of India attract more foreign investment to the rural sector? 

 

Reading Materials  
Korten, David C. (ed). 1980. “Community, Organisation and Rural Development: A Learning, Process 
Approach” , Public Administartion Review, September-October. 
Datt, G and Mhajan, A (2012), Indian Economy, S. Chand & Company, New Delhi 
Singh K (latest edition), Rural Development: Principles, Policies and Management, Sage Publication, New 
Delhi 
 
 
 
 
 
 
 
 

External Sources of Development Assistance to India 

Bilateral partners               Multilateral partners 

1. CIDA      1. ADB 

2.IDRC       2. European Union 

3. Denmark     3. Food & Agricultural Organisation 

4. France     4. IFAD 

5. Germany     5.  ILO 

6. JICA      6. UNICEF 

7. OECF      7. UNDFW 

8. Netherlands     8. UNDP 

9.New Zealand     9. UNIDO 

10. Norway     10. UNDF 

11. Sweden     11. WFP 

12. Switzerland     12. WHO 

13. United Kingdom    13. World Bank 

14. United States of America   14. IDA 

To Do Activity 1 

Identify a few areas/projects in  the rural sector where forign investment 

could be very useful and why. 
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To Do Activity 3 

Arrange and conduct Group discussion with 20 SHG members and try to learn the 

impact on SHG on the socio-economic status of the respondents. 

To Do Activity 2 

India now has access to the latest agricultural technological but its crop yields are 

still very low relative to those in such countries as China, Mexico, Israel, Japan, the 

USA and Canada. Explain why? 

http://www.fao.org/
http://www.tractor.org/
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Chapter 4  Rural Infrastructure 
 

Introduction 
Infrastructure is a source of difficulty and an impediment to economic progress. An effort is being 
made to explore and shed light on the significance of infrastructure development from the 
perspectives of rural connection, rural housing, and communication in this article. This chapter also 
discusses the notion of energy and the implications that it carries with it. The importance of health, 
water availability, and sanitation were all explored in depth, with a particular focus on rural and 
agricultural marketing strategies. In addition, on behalf of RUSA, a short discussion about 
education as an infrastructure was held.  
 

Objectives 
This chapter introduces different key terms in the context of rural economy. After going through 
this chapter, the learner will be able to- 
✓ Know the significance of rural connectivity, rural housing as well as communication as the 

priorities of infrastructure. 
✓ Explain the types, uses and crisis of energy. 
✓ Provide an insight to the relevance of health, water supply and sanitation within the purview 

of infrastructure.  
✓ Analyse the concept and connotations of rural marketing. 
✓ Illustrate how educational infrastructure is vital for development from the perspective of 

RUSA. 
 

Structure 

 
 
 

4.1 Rural connectivity, Rural Housing and Communication  
India is a nation with a long history of trying with diverse ideas and initiatives since British rule. 
During the pre-independence era, numerous initiatives on rural rebuilding trials were undertaken 
in different areas by the social reformers and philosophers. Since the beginning of First Five Year 
Plan during 1951-52, the government has undertaken several agricultural and rural development 
schemes from time to time.  
 
To categorise the programmes, it may be generically classed as:  
 

4.1 Rural connectivity, Rural housing and communication

4.2 Energy: Types, Uses & crisis

4.3 Health, Water Supply and Sanitation

4.4 Rural marketing: Segmentation & Strategies

4.5 Education infrastructure and RUSA
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Fig 4.1: Ingredients of rural connectivity 

 
 
 

 
 

 
Fig 4.2: Classifications of the schemes available for housing 

 
It would be sufficient to simply describe some of the flagship initiatives, which include Rural 
Housing, Rural Connectivity, and Rural Communication, in a few sentences. Universally 
acknowledged as one of the most fundamental human rights, housing is a fundamental human 
right. As the government, it is our job to guarantee that every person has access to a safe, secure, 
and healthy environment in which to live and work, as well as the opportunity to live with dignity. 

1

• Equity and growth oriented 
programs

2

• Poverty and unemployment 
alleviation programs

3

• Natural resources and infrastructure 
development programs

Assistance for 
construction of 

new houses

Upgradation of 
katcha or 

dilapidated houses

Provision of house 
sites
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In other words, by ensuring that rural residents have the right to appropriate housing, the need to 
improve the quality of life and the chance for development is addressed as well.  
 
Because of their low income, a considerable number of rural families, particularly those belonging 
to disadvantaged groups, are unable to afford decent housing and municipal facilities. Aside from 
absolute scarcity, overcrowding, and obsolescence, damage caused by natural disasters like as 
floods, cyclones, and earthquakes, as well as the occurrence of violent crime, have all contributed 
to the issue of housing shortage in the United States. 
 
Fulfilling the need for rural housing and addressing the housing shortage, which is especially acute 
for the poorest, are significant tasks that the government must do as part of its efforts to reduce 
poverty in the country. In the rural regions, the Prime Minister Awas Yojana (formerly known as 
the Indira Awaas Yojana (IAY)) has been renamed as the PMAY (Prime Minister Awas Yojana). It is 
a flagship initiative of the Ministry of Rural Development that provides dwellings to BPL 
households. Since its commencement to the end of 2013, more than 32 million residences have 
been built under the IAY, resulting in a total expenditure of 21,055.18 billion. 
 
Formed as a sub-scheme of the Rural Landless Employment Guarantee Programme in 1985-86, the 
PMAY has been in operation since then (RLEGP). PMAY was subsequently included into the Jawahar 
Rozgar Yojana (JKY) and has been in operation since its inception in April 1989. Approximately 6% 
of the overall budget funding were allocated for the execution of the PMAY programme. IAY was 
initially designed to meet the requirements of SC and ST families, bonded workers and other low-
income families in the BPL category. However, in 1993-94, the scheme's reach was extended to 
include non-SC and ST families living in rural regions. With effect from January 1996, PMAY was 
delinked from JIY and established as a stand-alone programme. 
  
It is currently a flagship initiative of the Ministry of Rural Development, and it is part of the 
country's major plan for eradicating rural poverty. Its goal is to give the poor with the dignity of a 
formal address while also enabling them to benefit from other rural development programmes.  
 
The PMAY is comprised of the following elements:  
 
On the basis of a selection of boneless people from among the BPL population for each category 
of target beneficiaries (e.g., SC/ST, minorities, and others), the criteria for allocating PMAY funds 
to states/UTs and allocating funds from states/UTs to districts/blocks and wherever the states 
desire to the village panchayats would be established.  
 
The Ministry of Housing and Urban Development allocates cash to states and union territories on 
a yearly basis, with 75 percent of the funds going to rural housing shortages based on the most 
recent census data and 25 percent going to the number of persons living below the poverty line.  
 
Nationally, 60% of the funding are allocated to SCs and STS, with the proportion of SCs and STS 
determined by the Ministry of Rural Development and reflected in the target percentages. From 
the fiscal year 2011-12 forward, a new budget heading will be created to provide 60 percent of the 
overall allocation under IAY to SC/ST recipients. Furthermore, 15 percent of the monies are set 
aside for recipients who are members of underrepresented groups.A minimum of 3 percent of 
those eligible to receive assistance under this programme must be disabled, according to federal 
guidelines. 
 
A 75:25 financing split is provided by the Center and states (except in the North Eastern states and 
Sikkim), with each receiving 75.25 percent of the total budget. In the case of the North Eastern 
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states and the state of Sikkim, money is distributed in a 90:10 split. In the case of UTS, the Center 
is responsible for the whole cost of the PMAY programme. It is agreed that the expense of 
delivering housing sites would be divided 50:50 between the Government of India and the 
respective state governments. In the case of UTs, the Government of India bears the whole 
expense of implementation. 
  
New homes, house upgrades, house site supplies, and administrative expenditures are all eligible 
for up to 95 percent of the total budget. The remaining 5 percent will be retained in the Center and 
will be used for special projects such as: 1. Rehabilitation of BPL families affected by natural 
calamities and law and order problems, 2. Settlement of families from vulnerable tribal groups, 
FRA beneficiaries, families of bonded labourers, and manual scavengers, 3. Rehabilitation of 
persons affected by occupational diseases, and 4. House construction for demonstration of 
environmentally friendly, appropriate building techniques.  
 
Rural connection is a vital component in the socio-economic development of rural communities 
because it enables access to amenities such as education, health care, marketing, and other 
services that are otherwise unavailable. There has historically been a disproportionate 
development of the rural road network across the nation. Some states delivered 100 percent 
connections, but others lacked the necessary financial resources, and as a result, rural connectivity 
remained at a low level in many areas. Furthermore, in the area of North East India, there were 
issues with insufficient money for the upkeep, up-grading, and renewal of already-existing rural 
roads. In this scenario, it was unquestionably preferable to choose a network-based strategy and 
provide long-term accessibility with reliable maintenance. 
 
In 1951, India's operable road network spanned over 4,00,000 kilometres. Villages were difficult to 
reach since only around 20 percent of them were connected by all-weather roads. A number of 
long-term 20-year plans for road construction have been produced throughout the years under the 
auspices of the Indian Roads Congress to aid in road development (IRC).  
 
An important push was given to the building of rural roads from the beginning of the Fifth Five-
Year Plan (in 1974), when rural roads were included in the Minimum Needs Programme. In 1996, 
this programme was amalgamated with the Basic Minimum Services (BMS) programmes, which 
became known as the BMS programmes. The construction of village roads was also included in the 
project.   
 
An important step forward in this direction has been taken by the Government of India as part of 
its poverty reduction strategy. The PMGSY, which was launched on December 25, 2000 as a 
Centrally-sponsored scheme to assist the states, despite the fact that rural roads are on the state 
list as stipulated by the Constitution, has been a major step forward in this direction. The major 
goal of PMGSY is to offer connection to eligible disconnected areas by means of an all-weather 
road (with essential culverts other crow-drainage systems, and which is operational throughout 
the year).  
 
In the case of "special category states" (North East, Sikkim, Himachal Pradesh, Jammu & Kashmir, 
and Uttarakhand), the objective is to connect eligible unconnected habitations as per Core 
Network with a population of 250 or more people in the desert areas, tribal (Schedule VI areas, 
and 58 selected tribal and backward districts as identified by the Ministry of Home Affairs/Manning 
Commission) (Census 2001). The initiative envisions a single all-weather connection to all qualifying 
habitations as part of its overall vision. 
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Infrastructure Development and Provision of Urban Amenities in Rural Areas (PURA)  
PURA, the brainchild of Dr APJ Abdul Kalam, was created with the goal of bridging the gap between 
rural and urban areas in terms of infrastructure. People are forced to move to urban regions due 
to a lack of livelihood possibilities, contemporary facilities, and services necessary for a good 
standard of life in rural areas. Between rural and urban regions, there are significant disparities in 
the provision of basic infrastructure and social amenities, as well as in the quality of these services.  
 
Former Indian President Dr APJ Abdul Kalam developed a vision for rural transformation via the 
launch of a massive mission for PURA (Project for Urban Renewal and Development) in order to 
solve these concerns.  
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
A convergence has occurred in the PURA schemes managed by the Ministry of Rural Development 

and other Ministries in the allocation of Capital Expenditure (CAPEX) for PURA projects undertaken 

under the Public Private Partnership model. The execution of each of the specified schemes is 

carried out in accordance with the guidelines established for each of the schemes. It is anticipated 

that the developer would contribute part of his own cash to the development of the necessary 

infrastructure.  

 

An additional capital grant to private developers is granted, with a maximum grant amount of 3596 

percent of the project expenditures or 420 million, whichever is less, being made available. Under 

the terms of the agreement, the private developer will be responsible for the development and 

management of the allocated infrastructure and facilities in the panchayat area for a period of 10 

years.  

 

4.2 Energy: Types, Uses & Crisis  

The most significant single element which might operate as a limitation on economic development 

of a nation is the availability of energy. India is both a big energy producer and consumer. Currently, 

India ranks as the world's seventh biggest energy producer and fifth largest energy user. There is a 

clear association between the degree of economic development, the amount of per capita income 

Seven pilot projects were implemented from 2004-05 during the Tenth Five Year Plan in Basmath 
(Maharashtra). Bharthana (Uttar Pradesh Gohpur (Assam), Kujanga (Odisha), Motipur (lihar), 
Rayadurg (Andhra Pradesh), and Shahpura (Rajasthan), with a total budget of 100 million. There 
were seven clusters selected in the seven states, with budgets of ₹40-50 million per cluster.  

➢ The pilot projects lacked a detailed business plan and there was limited participation by 
the private sector  

➢ The plot projects were predominantly infrastructure-oriented, with limited atten tion 
being given to the implementation of economic activities 

➢ The criteria for selection of the clusters did not consider the growth potential for that 
area. 

➢ There was no ownership at the state government level and the entire implementation 
lacked an appropriate institutional structure with dedicated professional support. 

➢ There was no convergence with other schemes of rural development or other 
departments 
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and per capita use of energy. There are two sources of energy, viz., Commercial energy and Non-

commercial energy. 

 

Commercial energy comprises of coal, petroleum and electricity. These sources are commercial in 

the sense that they demand a fee and the users have to pay for them. Commercial energy accounts 

for nearly 30 per cent of total energy use in India. Non-commercial sources of energy-also known 

as traditional sources of energy consist of firewood, veggie wastes and dried dung .These are 

considered non-commercial sources, since they are designed to be free and demand no fee. 

Actually, the non-commercial sources such as firewood and dried dong have begun fetching a price 

in urban areas and to some degree in rural regions as well.  

 

While commercial sources of energy are typically exhaustible-exception being, hydro-electric 

power-non-commercial sources of energy are renew able. More than 60 per cent of Indian families 

rely on conventional sources of energy for satisfying their cooking and heating requirements.  

 

Availability of primary energy in India:  

There are three major sources of primary commercial energy, namely, (a) coal and lignite: coal is 

the most abundant source of primary commercial energy, followed by natural gas and nuclear 

energy.  

(b) natural gas and oil; and (c) electricity  

 

According to current estimates, India's total coal resources are expected to be approximately 

148.790 million tonnes, however the mineable reserves are estimated to be around 60.000 million 

tonnes. The overall lignite reserves, which are mostly located in Neyveli in the South Arcot district 

of Tamil Nadu, are estimated to be 3.300 million tonnes, with the majority of the deposits located 

at Neyveli.  

 

 Annual production of coal including lignite was around 566) million tonnes (2009-10). In 

accordance with the most recent available estimates, net recoverable oil reserves are estimated 

to be around 550 million tonnes, while net recoverable gas reserves are estimated to be 

approximately 500 billion cubic metres. The annual output of crude oil is around 34 million tonnes 

(2009-10) .If oil consumption continues at its present pace, it might last for another 20-25 years.  

 

In terms of electricity, there are two types of sources: hydroelectric power and thermal power. 

Thermal energy is created by the use of fossil fuels such as oil and gas, as well as nuclear energy. 

The official projected yearly energy potential from hydroelectric sources is roughly 90,000 

megawatts (MW); around 18,000 megawatts (MW) of this potential has already been realised.  

 

This suggests that just 20% of the hydro-potential has been used, with the other 80% remaining 

untapped, despite the inherent benefits and superiority of hydroelectric power plants. Despite 

significant increases in primary energy production over the last six decades, India continues to 

experience electricity shortages. The average peak shortage in 2008-09 was estimated to be about 

12 percent, demonstrating the magnitude of the country's energy crisis and how it is a serious 

constraint on the country's rapid economic growth. 
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In reality, given India's wide geographical area, expanding population, and increasing energy 

demands, the country does not have a significant amount of substantial and appropriate primary 

resources. In addition, the distribution of main commercial energy is extremely lopsided in the 

United States. Energy resources that are not commercially viable in India. 

 

Fuelwood: Cooking requires the use of fuelwood, which is widely available in our villages and cities. 

It is estimated that fuel wood accounts for 65 percent of overall rural energy use, according to the 

Tenth Framework Plan.  

 
During the 2001-02 season, fuel wood usage was estimated to be 223 million tonnes, with 180 

million tonnes going to residential use and the remaining 43 million tonnes going to cottage 

industry, hotels, and other establishments. It is possible that there may be a true fuelwood famine 

if the current demand and supply situations continue:  

 

Rather than being a limitation on food grain supply in the near future, experts believe that 

fuelwood will be a stronger constraint in the near future. Animal manure and agricultural wastes 

such as straw are now being utilised as feed and fodder, roofing material, organic matter for 

compost production, and as a source of energy for cooking and other uses. Agriculture waste 

numbers are difficult to come by, however one estimate has the use of agricultural wastes for fuel 

purposes at roughly 41 million tonnes in 1975-76 and at around 65 million tonnes now, based on 

data from the United Kingdom. 

  

Animal dung: Dried animal dung is often utilised as a fuel in our rural regions, where it is quite 

inexpensive (and also in towns). Every year, approximately 73 million tonnes of animal dung are 

estimated to be burned for energy purposes, which is more than the total amount of fertiliser used 

in agricultural production in India. Out of the total estimated production of 324 million tonnes of 

animal dung, approximately 73 million tonnes are estimated to be burned for energy purposes 

each year. 

 

While the sources of energy listed above—both commercial and noncommercial—are referred to 

as conventional sources of energy, there are three additional types of energy that are referred to 

as non-conventional sources of energy. Solar energy, wind energy, and tidal power are the three 

types of renewable energy. Solar energy potential in India, a tropical nation, is almost limitless. 

Similar to solar energy, wind energy is abundant, particularly in coastal and hilly locations, but 

neither solar nor wind energy has been fully used due to a lack of cost-effective devices to harness 

it.  

 

Although many nations are looking into the possibility of using these non-conventional sources of 

energy, many countries are doing so in the context of a severe scarcity of traditional sources of 

energy. As a result, they will become more significant in the next years. 

 

National Rural Health Mission (NRHM)  

The availability of rural health care infrastructure is a critical factor in rural development. In terms 

of the adequacy and dependability of the health-care system, rural regions in India are at a distinct 

disadvantage when compared to metropolitan areas. The health care infrastructure in rural regions 
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has been established as a three-tiered system that is based on demographic norms and is designed 

to meet the needs of the local people.  

 

 
Image: Health Centres in a remote village 

 
Sub centres are the most remote and initial point of contact between the primary health care 

systems and the general public in a given area. Assigned duties in interpersonal communication in 

order to bring about behavioural change, sub centres are responsible for providing services in the 

areas of maternity and child health, family welfare, nutrition, vaccination, diarrhea control, and 

the prevention and control of communicable illnesses. Each sub centre is supposed to be staffed 

by at least one auxiliary nurse midwife (ANMD/female health worker) and one male health worker, 

with a minimum of two auxiliary nurse midwife (ANMD/female health worker). A total of 1,53,655 

sub centres were in operation across the nation as of March 31, 2015.  

 

4.3 Health, Water Supply and Sanitation  

Indian health primary health centre infrastructure has grown tremendously since independence, 

with primary, secondary, and tertiary health care facilities, including as health centres and 

hospitals, being established across public, private, and non-governmental sectors. 

 

It is critical to acknowledge the substantial relationship that exists between poverty and health. 

Long-term sickness, particularly costly disease, might even push non-poor people into poverty. In 

order to enhance health care, a holistic strategy is required that incorporates individual health 

care, public health, sanitation, safe drinking water, understanding of hygiene, and the rearing of 

children, among other factors. While the wealthy can afford to pay for and get treatment, the poor 

and marginalised groups find it difficult to cover the costs of costly medical care, particularly for 

long-term and chronic illnesses.  

 

The state has a responsibility to provide free or affordable health care to deprived and marginalised 

groups, which include women and children under the age of three, disabled people, scheduled 

castes and tribes, as well as the economically weaker sections of society, as a result of these 

circumstances.  

 

Total Fertility Rate (TFR) and Population Stabilization 

Total Fertility Rate (TFR) refers to the number of live births by a woman during the entire 

reproductive period. In the early 1950, TFR was 60 which has come down to 2.1 in 2008. India is 
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moving towards TFR of 2.1 which is required for population stabilization. This is achieved by an 

effective family welfare programme leading to increase in percentage of women using 

contraceptives from over 10% in early 1970s to 40% un 1992 93 and further to 56% in 2005-06. 

 

 
Fig 4.3: Indicators of Total Fertility Rate 

 
Maternal Mortality Rate (NMR) during 2001 03 was 301 per 1.000.000 live births. It is a very 

ambitious target to reduce it to 100 by 2011-12. However, considering the present pace of decline, 

it would be very difficult to reduce it to 100. However, it points to improving birth attendance and 

midwifery facilities at a rapid rate to reduce MMR in India. 

 

Infant Mortality Rate (IMRs 58 per 1000 live births in 2005. It is higher in rural areas (64) and lower 

in urban areas (40 With slow progress in immunization, reduction in polio and diarrhea, concerted 

efforts will be required to achieve the target of 28 by 2011-12 Disparity in Rural/Urban Health Care-

Rural health care is very poor in some states, though the situation is better in urban areas. Disparity 

in urban and rural areas is observed in all the health indicators Anaemia among rural children below 

the age of 3 years is a serious problem to the extent of 82% and that of pregnant women to the 

extent of 59%. 

 
Cardiovascular (heart related) disorders, cancer, blindness, mental illness and diabetes are among 

the non-communicable diseases that place a significant financial burden on the poor and severely 

affect their ability to make a livelihood. Cancer has emerged as a significant public health issue, 

with 7 to 9 lakh instances happening every year. At any one moment, there are roughly 25 lakh 

cases of cancer, with tobacco-related malignancies accounting for almost 50% of all cancer 

occurrences.  

 

The rural sections of the nation suffer as a result of a lack of rural infrastructure in the area. In rural 

locations, there are three levels of health infrastructure to consider. There are Community Health 

Centers (CHCS) located at the Block level to serve the population of 1, 00, 000 people. A Primary 

Health Centre (PHC) is located in each cluster of 30-40 villages, and a sub-Centre is located at the 

gram-panchayat level in each of the 56 villages in the cluster. ASHA is a village-level organisation 

that promotes health and well-being (Accredited Social Health Activist). 

 

Reducing Maternal 
Mortality Rate (MMR) to 

100 per 1,00,000 live 
births.

Reducing Infant Mortality 
Rate (IMR) to 28 per 1000 

live births.

Reducing Total Fertility 
Rate TFRI to 2.1 4

Providing clean drinking 
water to all

Reducing malnutrition 
among children of age 

group 0-3 to half its 
present level 6. Reducing 
anemia among women 

and girls by 50%

Raising sex ratio for age 
group 0-6 to 935 by 2011-

12 and 950 by 2016-17.
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Fig 4.4: Health services at different levels 

 
 

As an explanation for the rising movement away from public hospitals and toward private hospitals, 

the Eleventh Plan states: "Despite the higher prices in the private sector, this change demonstrates 

the people's growing loss of confidence in the public system. "Critical shortages of health 

personnel, insufficient incentives, poor working conditions, a lack of transparency in the posting of 

doctors in rural areas, absenteeism, long waits, inconvenient clinic hours, poor outreach, 

insufficient time of service, and a lack of sensitivity to local needs are all issues that need to be 

addressed immediately. The inadequacies in service/facilities planning, administration, and 

monitoring seem to be the primary causes for the poor rating."  

 

In 2005, health spending as a percentage of GDP in India was 50 percent, with public expenditure 

accounting for 10 percent of total expenditure and accounting for 19 percent of total expenditure, 

but in China, health expenditure as a percentage of GDP was 50 percent. The overall cost of health 

care accounted for 4.7 percent of GDP.  

 

Janani  Suraksha Yojana (Maternity Protection Scheme) 

The initiative aims to reduce maternal and infant mortality by encouraging women to give birth in 

a hospital setting while also increasing the number of institutional births. The programme is 

entirely funded by the federal government and combines monetary aid with medical care services.  

As of 1 April 2007, there were 28.74 lakh JSY beneficiaries out of a total of 184.25 lakh institutional 

deliveries that were completed throughout the nation under the National Health Reform Program.  

 

The fact that India lacks the institutional capacity to care for the 26 million women who give birth 

every year, and that half of all maternal deaths occur outside of childbirth, including during 

pregnancy, abortions, and post-partum complications, must be considered. The first is that India 

does not have the institutional capacity to care for the 26 million women who give birth every year.  

 

•Community Health CentresBlock Level

•Sub CentresGram Panchayat

•Primary Health Centres
Cluster of 30-40 

villages
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The success of the project would be ensured by taking a steady approach to strengthening 

institutional capacity while also boosting institutional deliverables. Second, the JSY money does 

not always arrive at hospitals on time, and as a result, impoverished women and their families do 

not always get the funds that have been promised. This is another issue that has to be addressed.  

 

National Urban Health Mission (NUHM) 

The National Urban Health Mission (NUHM) is designed to satisfy the health requirements of the 

urban poor, especially slum dwellers, by making accessible to them the fundamental primary 

health care services that they need to survive. The provision of primary health care is a major 

concern, particularly in rural regions, where habitations are dispersed and women and children 

continue to die while being transported to hospitals. The achievement of health goals will include 

much more than therapeutic or even preventative health care; instead, an integrated strategy will 

be used. Policy interventions must be focused on a particular geographic region rather than 

delivering a single plan over the whole nation.  

 

 
 
 
 
4 Rural marketing: Segmentation & Strategies  
Marketing of his produce is the most important activity of a farmer. This is particularly true in the 
case of small farmers who have small surpluses for marketing.Rural Marketing is a process which 
starts with a decision to produce a saleable farm commodity and it involves all the aspects of 
market structure or system, both functional and institutional, based on technical and economic 
considerations, and includes pre and post-harvest operations, assembling, grading, storage, 
transportation and distribution. 
 
The rural market is quite different from urban markets. Agriculture is the chief economic activity 
in rural areas, the entire village population is associated directly or indirectly to agriculture. In the 
process of development of civilisation agriculture and pastoral life along river banks are the first 
form of settled life. 
 
 
 
 
The distribution of land was made by state, which belonged to the state- The British rule for more  

 
Fig 4.5: Requirement for a proper distribution of land 
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✓ All States will be encouraged to implement the Tamil Nadu model in which 

nearly 58% of centres (PHC's and CHCS) are functioning round the clock. 

Success models of various states such as higher salary to health workers posted 

in tribal regions of Himachal Pradesh and KBK districts of Orissa can be 

considered. 

 

✓ In Assam, a highly flood prone state, UNICEF and government of Assam, 

started / Akha which means hope in Assamese. A 22 meter wide ship carried 

hope health care to 10,000 forgotten people and in Tinsukhia, Dhemaji and 

Dibrugarh districts. Doctors and Auxiliary districts Nurse Midwives unwilling 

and unable to survive in these remote islands live on the ship stocked with 

medicines and other supplies and hold health camps. They immunize, treat and 

provide medicines and advise people on preventive measures. They even take 
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The most devastating blow to rural civilization came more than three centuries ago. The cottage 
and small-scale businesses, as well as the cultivation of indigo, tea, and jute, the rise of the wood 
trade, and the deforestation of forests, suffered the most. The conditions of trade were not in the 
favour of Indian farmers at the time. Farmers were compelled to live in suffering and poverty as a 
result of these conditions. It was the princely states under the authority of Rajas and Nawabs that 
ruled British India; the major states had complete control over everything except defense and 
foreign affairs.  
 
 
Agriculture and industries based on raw materials and local skills have been recognized as potential 
growth avenues for the rural economy in the region. In order to handle projects ranging from milk 
and milk products to horticulture items such as fruits, vegetables, flowers, herbs and other 
horticultural products, an integrated strategy was developed.  
 
4.4 Rural marketing: Segmentation & Strategies: 
Rural regions do not have a large amount of processing of these products. Modern technology is 
perhaps too readily available to businesses in that region. It is out of reach for the ordinary 
entrepreneur in terms of financial resources. Village industry has always relied on low-cost, labor-
intensive methods to keep costs down. Consequently, the competitiveness of rural goods on a 
larger market is severely weakened. The majority of the items are eaten inside the community.  
 
There are a variety of options available to farmers for disposing of their excess product. The first 
and most usual option is to sell away his excess product to the local money-lender-cum-trader, 
who may purchase it either on his own or as an agent for a larger merchant from the neighboring 
'mandi' town, depending on the circumstances. It is believed that in the Punjab, 60 percent of 
wheat, 70 percent of oils, and 35 percent of cotton are sold in the village itself, according to 
government statistics.  
 
The second way used by Indian farmers is to sell their goods in the weekly village marketplaces, 
which are referred to as 'hats' in Hindustani. Furthermore, fairs are conducted once a year in 
significant villages or towns in conjunction with religious holidays in order to raise money for 
charitable causes. Hats and fairs are gathering places where farmers may sell their products as well 
as their cattle and wares. 
 
The mandis, which are found in both small and large towns, are the third method of agricultural 
marketing. It is possible that the mandi is situated many miles away, and as a result, the farmer 
must make exceptional efforts to get his product to the mandi. A network of brokers, known as 
'dalals', is established among farmers to assist them in selling their goods to wholesalers known as 
'arhatiyas' in the mandis.  
 
Agribusiness wholesalers may sell the agricultural goods that they have acquired from farmers to 
merchants, flour mills, and other processing facilities, among other places. For example, in the case 
of cotton, the wholesaler sells to cotton ginning companies, but in the case of food grains such as 
wheat, the wholesaler sells to flour mills or to retailers, depending on the product. 
 
In order to get the greatest possible advantage in the selling of agricultural products, the farmer 
must have access to some fundamental facilities. Unfortunately, the Indian farmer still does not 
have access to adequate storage facilities for his harvest. The storage facilities that are now 
available in the community are so inadequate that between 10 and 20 percent of the product is 
consumed by rats.(Image courtesy of The Hindu)  



407-Rural Economy MGNCRE MGNCRE 407 Rural Economy 

 

76   

ii 

 
The ordinary farmer is so impoverished and indebted that he has no ability to wait for higher prices 
to materialise. In order to pay off his obligations, he is compelled to sell his produce to the money 
lender or to a commercial trader. Stress sales like this exacerbate the already precarious situation 
of the common Indian farmer even more.  
 
Convey conditions in rural regions continue to be so poor that even the wealthiest farmers, who 
have significant quantities of excess produce, may be reluctant to transport their produce to 
mandis. The majority of roads are kachcha metalled, making them impassable during the wet 
season. As a matter of fact, the circumstances in the mandis are such that the farmer may have to 
wait for quite some time before he is allowed to dispose of his harvest. His warehouse facilities 
may not be enough for storing his inventory while he awaits approval. 
 
The growing number of intermediates and middlemen between the farmer and the end consumer 
of his or her product is excessive, and the margins earned by these intermediaries and middlemen 
are too huge. Finally, farmers are not often provided with information related to the current 
market pricing in the large marketplaces. The farmers are forced to accept whatever price is 
offered to them and to believe whatever the dealers tell them as a consequence of this situation.  
 
The goal of a controlled market is to remove harmful market behaviours, minimise marketing costs, 
maintain fair pricing, and, in general, to defend the interests of farmers and their crops. All of the 
states had enacted legislation called as the State Agricultural Produce Marketing (Development 
and Regulation) Act, which allowed for the formation of regulated markets in agricultural products.  
 
It was estimated that India had more than 200 controlled markets by 1951, and that there were 
approximately 1,000 regulated marketplaces by the conclusion of the Second Five-Year Plan, which 
occurred in 1961. By the end of March 1998, agricultural markets in the country had been 
controlled in a total of 7,060 locations.  
 
A regulated market is established under the law for a single product or for a set of commodities, 
depending on the circumstances. It is controlled by a market committee that is comprised of 
members from the state government, legal organisations, merchants, commission agents (also 
known as dalals), and farmers themselves, among others. The committee is appointed by the 
government for a specified length of time and is tasked with overseeing the operation of the stock 
market.  
 
It is the market committee that determines market fees, such as the commission that will be paid. 
It assures that neither the buyer nor the vendor will be represented by a dalal. In this way, 
unauthorised deductions from the account are prevented. The system of regulated markets has 
been shown to be very beneficial in eradicating fraudulent activities used by brokers and 
commission agents, as well as in standardizing market norms and procedures.  
 
They have aided farmers in securing fair prices for their goods and allowing them to come to the 
market without fear of being taken advantage of or ripped off. They have contributed to the 
widespread use of standard measurements and weights throughout the nation. In order to do this, 
the government has declared that all marketplaces in the nation would be converted to a 
controlled form. 
 
Markets that are regulated strive to improve the marketing structure in order to accomplish the 
following:  
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Fig 4.6: Indicators for a proper marketing structure 
 

In order to attain these goals, the government embarked on a thorough and fast growth of the 
regulated marketing infrastructure. Punjab and Haryana, where regulated markets have been 
developed in key producing regions and connected satellite markets in rural development areas, 
have seen significant success. The regulated marketing system has also proven to be a reliable 
source of revenue for marketing boards, which can then be used to fund rural infrastructure 
projects. Besides grading and price monitoring services, the controlled market complex contains a 
variety of other amenities.  
 
Agriculture commodity marketing was encouraged by both the Indian government and state 
governments in order to safeguard and promote the interests of farmers. A network of regulated 
marketplaces was established in order to accomplish this goal. Because of the integration and 
development of the internal agricultural marketing system, the Central Government hopes to see 
the farming community profit from new market prospects in the coming years. The Central 
Government drafted and disseminated a model Act to replace the current State APMC Act, which 
was adopted by the states. The proposed Act would encourage: (a) the establishment of 
competitive agricultural marketing; (b) the deregulation of the marketing system; and (c) the 
promotion of private investment in marketing infrastructure and infrastructure development.  
 
The following are some of the most notable characteristics of the Model Act (2003):  
 

➢ Permission to farmers, local authorities and others to establish new markets in any area. 
 

➢ No compulsion to growers to sell their produce through existing regulated markets. 
 

➢ Setting up of purchase centres, farmers/ consumers market for direct sale. 
 

➢ Promotion of public-private partnership in the management and development of 
agricultural markets. 

 

Ensure remunerative 
price to the producer 

of agricultural 
commodities

Narrow down the 
price spread between 
the producer and the 

consumer.

Reduce non-
functional margins of 

the traders and 
commission agents
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➢ Setting up of special markets for such perishable commodities as onions, vegetables, fruits 
and flowers; and 
 

➢ Regulation and promotion of contract farming arrangements in the country. 
 

4.5 Education Infrastructure and RUSA 
The Government of India recognized the need for improvement in the development of higher 

education in the country immediately after the country's independence and, as a result, 

established the Radha Krishnan Commission, which identified the most important goals for the 

development of higher education in the country. As a result, the Government of India implemented 

the necessary reforms from time to time in order to better serve the people's lives, needs, and 

aspirations.  

 

To that end, the Ministry of Human Resource Development of the Indian government launched the 

Rashtriya Uchchattar Shiksha Abhiyan (RUSA) or National Higher Education Mission in 2013, which 

is intended to serve as a comprehensive development strategy for higher education in India. Having 

witnessed the enormous success of the Sarva Shiksha Abhiyan (SSA), which was launched in 2001 

for elementary education, and the Rashtriya Madhyamik Shiksha Abhiyan (RMSA), which was 

launched in 2009 for secondary education, increased emphasis has been placed on the 

development of high-quality higher education across the country. India has not, however, reached 

any significant heights in terms of quality higher education, even after seven decades of 

independence, as compared to its western equivalent. The Government of India established a 

comprehensive initiative called the Rashtriya Uchchattar Shiksha Abhiyan (RUSA) to enhance the 

quality of higher education during the XIIth Five Year Plan of the country.  

 

RUSA aspires to ensure equitable growth to all higher education institutions while also addressing 

flaws in the higher education system as a whole. Its goal is to increase the gross enrollment ratio 

to 32 percent by the conclusion of the XII Plan, which is scheduled to conclude in 2017.  

Higher education access, equality, and quality are among the primary goals of RUSA, which seeks 

to accomplish these goals via the growth of higher education at the state level.  

 

The scheme's second phase (2017-2020) aims to establish 70 new model degree colleges and 8 

new professional colleges, as well as to improve the quality and excellence of 10 select state 

universities and 70 autonomous colleges, as well as to provide infrastructural support to 50 

universities and 750 colleges. 

 

Higher education in Slates may be made more accessible, equitable, and affordable through the 

implementation of reforms like as academic reforms, governance reforms, affiliation reforms, and 

so on.  

• Increase fairness in higher education by providing enough chances for higher education to 

socially disadvantaged populations; increase the participation of women, minorities, 

SC/ST/OBCs, and people with disabilities. 
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• To identify and close the gaps in higher education that currently exist, in addition to 

assisting and supporting the activities of state governments.  

 

• Encourage a culture of healthy rivalry among states and institutions in order to achieve 

excellence in higher education, research, and innovation of high quality.  

 

North East India, together with the Himalayan state of Sikkim, is collectively referred to as the 

"Land of the Seven Sisters." This area has a high literacy rate as well as a diverse ethnic cultural 

history that includes a variety of languages. Northeast India has a population of around 40 million 

people, accounting for 3.1 percent of the country's overall population of 1.2 billion. Approximately 

814 colleges and 50 universities are located in this area, according to the University Grants 

Commission (UGC, June, 2013). 

 

Annual Report on the Status of Education 

It is a 15-year-old study of rural education and learning outcomes in terms of reading and 

arithmetic abilities that has been carried out by the non-governmental organisation Pratham since 

its inception. The following are the most important findings from the 2020 report:  

 

• 5.5 percent of rural students are not yet registered for the 2020 school year, an increase 

from 4 percent in 2018.  

• Enrolment numbers among 15–16-year-olds, on the other hand, are marginally higher than 

they were in 2018.  

• The percentage of males enrolled in government schools has increased from 62.8 percent in 

2018 to 66.4 percent in 2020, while the proportion of girls enrolled in government schools 

has increased from 70 percent to 73 percent during the same time.  

• In general, more than 80% of pupils said that they had textbooks for their current school 

level in hand. 

 

A learning exercise was completed by the majority of youngsters (70.2 percent), who used 

materials supplied by tutors or family members themselves, with or without frequent participation 

from the adults. However, infrastructure and facilities at educational institutions across all sectors 

are lacking in the area, and there is a pressing need to enhance the overall quality of education 

provided.  

 

Universities, colleges, and other higher education as well as professional institutions are few in 

states like as Arunachal Pradesh, Nagaland, and Tripura, among others. As a result of the 

geographic location and lack of enough resources, it is much more difficult to improve education 

in the future.  

 

According to ministers working on the Rashtriya Ucchatar Shiksha Abhiyan (RUSA), establishing a 

college in a region where 60 percent of the land is covered by forest is a time-consuming task, 

according to the All-India Conference on Higher Education. RUSA has emerged as a light of hope 

for a number of states that are battling with the issue of higher education access.  
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With the flagship programme focused on state universities and institutions via a central plan, 

numerous stakeholders in higher education from several states have come together under one 

roof. Nonetheless, there is a strong anticipation that this initiative will be focused on tribally 

inhabited states in the long run. It has been proposed in the Twelfth Five Year Plan that the 

Rashtriya Uchchatar Shiksha Abhiyan (RUSA) be a centrally sponsored scheme by the Ministry of 

Human Resources Development/University Grants Commission (UGC) in order to ensure holistic 

planning at the state level and enhancement of allocations for the state institutions, with a 

particular emphasis on state higher educational institutions.  

 

RUSA sought to cover 316 public institutions in each state as well as 13,024 schools throughout the 

whole nation. The following funds will be made available via the Center: The state-to-county ratio 

is 65:35, whereas the ratio for North-Eastern states is 90:10.  

 

When it comes to research-based higher education, RUSA is primarily focused on improving 

research-based higher education, which raises the issue of how far it can be beneficial in an area 

where the number of high-quality educational institutions is limited. A location with a scarcity of 

educational institutions would never be able to envision receiving a quality education that is based 

on scientific research. There is a lack of enthusiasm and positive effort, which is definitely 

important in order to make the educational environment a dynamic one. The empowerment of 

higher education is a critical need for the country's growth since it is the only way to ensure the 

long-term social, economic, and political development of the society.  

 

In compared to the rest of India, the North Eastern region of the country falls behind in terms of 

higher education. Every year, hundreds of thousands of students travel from their home states to 

other parts of the nation to pursue a normal higher education at a reputable institution. RUSA 

(Rashtriya Uchchatar Shiksha Abhiyan) has the potential to be a glimmer of hope for students in 

North East India and Bangladesh. The adoption of RUSA will allow for the growth of current 

educational institutions in the area, as well as the establishment of new educational institutions, 

via the use of money given under the RUSA programme.  

 

As a consequence, the rate of student departure from this area may be reduced, and they can 

make a positive contribution to the society in which they grew up. Higher education will have to 

play an important role in the region in order to achieve the objectives of the XII five-year plan for 

inclusive growth and sustainable development, as well as social justice and equity, by fulfilling the 

objectives of the XII Plan in the region, particularly in terms of generating research-based 

knowledge and developing a critical mass of skilled and education personnel.  

 

Because of its excellent geographical position and strong cultural anthropological likeness with the 

other South and South East Asian countries, the North East Region of India may play a critical role 

in the implementation of the country's Look East Policy. With the assistance of RUSA, more and 

more students from the area will be able to pursue high-quality higher education within the region, 

and they will be able to play an important part in the implementation of the Government of India's 

Look East Policy. The country must thus develop an environment that encourages education and 

provides opportunities for work in order for the NER to benefit from its own educated population 

in the first place.  
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Considering higher education as a long-term social investment in the prevention of geopolitical 

problems in the area, as well as in the promotion of economic growth, cultural development, social 

cohesion, equality, and justice, is essential. The insurgency problem has always been a hindrance 

to the overall development of the region, and RUSA can be beneficial in reducing this problem to 

a certain extent because more and more students will have the opportunity to pursue higher 

education, which will encourage them to remain focused on the mainstream life and devote their 

time and energy to acquiring research-based knowledge, resulting in the development of a large 

pool of skilled and educated personnel. RUSA can be beneficial in reducing the insurgency problem 

to a certain extent  

 

 

 

Summary of the Chapter 

Natural resources and infrastructure constitute the production base of India’s economy and play 

an important role in the process of development. The rural areas of India are at a great 

disadvantage vis-à-vis the urban areas in terms of provision of basic infrastructure. As the backward 

areas in India are very poor in natural resources endowment as well the basic infrastructure in the 

form of several area specific natural resources based and infrastructure development programmes 

were launched in those areas from time to time. 

 

Model Questions 

➢ Discuss how the rural sector and urban sector can both develop in tandem and urban-rural 

disparities narrowed down. 

➢ Explain the necessity of energy in rural development. 

➢ Illustarte the role of PHCs in the health management of rural areas. 

➢ Write an account on the importance of elementary education to reduce poverty. 

 
 

Reading Materials  
Dahama O.P and Bhatnagar O.P (1987), Education and Communication for Development, Oxford and 

IBH Publishing Co Pvt.Ltd, New Delhi. 

Kashyap P. and Raut S (2006), The Rural Marketing Book, Biztantra, New Delhi 

Shah S. A (1998), Forestry for People, Publications and Information Division, ICAR, New Delhi 

 

 
 
 
 
 
 
 
 
 
 

Activity 1 

Prepare a questionnaire and interview 25 respondents from 2 villages (25x2=50) . 

After the collection of data, try to find out the status of infrastructure and compare 

the infrastructures between 2 villages. 
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Activity 2 

Most of India’s natural resources and environment are degraded and polluted 

due to mismanagement. Suggest measures for their restoration and making 

them more productive so as to sustain, if not improve, the present rate of 

economic growth. 

http://www.fao.org/
http://www.tractor.org/
http://www.un.org/
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Chapter 5 Rural Economic Development 
 

Introduction 
The agricultural and non-agricultural industries are the two cornerstones of the rural economy. 
Having a firm grasp on the concepts of resources and economic resources is essential when 
analyzing the potential and problems facing these two sectors of the rural economy. An effort is 
made in this chapter to present the ideas and connotations of rural life and livelihood via a 
thorough explanation of agriculture and non-agricultural output, as well as the influence of 
agricultural production on rural economic development 
 

Objectives 
This chapter introduces different key terms in the context of rural economy. After going through 
this chapter, the learner will be able to- 
✓ The concept of economic resources and the manner resources are distributed; 
✓ Explain the rural life and livelihoods in the milieu of production system; 
✓ Describe the role of agricultural sector towards rural economy; 
✓ Describe the role of non-agricultural sector towards rural economy; 
✓ Explain the factors associated with rural development. 

 
Structure 

 
 
 

5.1 Rural Industrialisation: Concept, Importance & Approaches 

In India's economy, village and cottage industries play a significant role due to a lack of physical 
capital, unemployment and underemployment, regional imbalances and disparities, unequal 
distribution of income and wealth, and the under- or over-utilization of rural resources, all of which 
are problems that must be addressed in the future.  
 
These sectors have received the highest priority attention from the government via five-year plans 
and industrial strategies, owing to the large level of employment generated by these industries. 
Employment has been recognized as a way of achieving growth while also promoting social justice, 
and a variety of programmes and schemes have been developed and implemented to aid in their 
development from the beginning of the planning period.  
 

5.1 Rural Industrialisation: Concept, Importance & Approaches

5.2 Appropriate Technology for rural industries

5.3 Policies & Programme: KVIC, DIC, MSME

5.4 Cottage Industries: Challenges & Opportunities

5.5 Globalisation & rural industries
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In terms of income and wealth redistribution, it will be beneficial. Improve the quality of life for 
rural people is a massive and difficult undertaking that requires innovative solutions. The rural 
regions are where the solutions to this issue will be discovered. In essence, it boils down to creating 
jobs, raising income, and harnessing and using the main and secondary resources that rural 
communities are gifted with in order to make the most of their situation.  
 
It is necessary to diversify personnel sources away from the already oversaturated agriculture 
sector and toward industry and secondary industries. It has long been recognized that agriculture 
and other land-based activities, even at a rapid pace of expansion, would not be able to offer 
sustainable levels of employment and income to all rural people in the long term. n rural areas, 
more than one-fifth of the workforce is employed in non-agricultural activities.  
 
Because India's population is growing at a pace of 2.3 percent per year, the country's population is 
predicted to reach more than 100 crores by 2050, and around 30 percent of the overall population 
lives below the poverty line. As a result, the Indian economy is anticipated to see a significant 
increase in the number of unemployed people. The rural regions will be the first to experience a 
major problem.  
 
Farmers account for 60% of the working population today, and since they are idle for four to six 
months each year, suitable job possibilities for this group must be identified and developed. Rural 
industrialization has the potential to make a substantial contribution in this direction. Given the 
fact that agriculture accounts for a smaller proportion of gross domestic product and that the 
proportion of the population employed in this sector has been declining throughout the world, 
rural industrialization becomes even more critical in India. The Indian market cannot deviate from 
this trend, which is reflected globally. This has exacerbated the issue of unemployment further 
since the agriculture industry has reached saturation and thus has no room to accept extra labour. 
As a result, shifting workers away from the agricultural sector and into the industrial and service 
sectors becomes necessary.  
 
With limited job prospects in the service sector, industrial expansion, particularly in rural areas of 
the country, is the only way to alleviate the labour shortage. Rapid urban industrialization may also 
have been beneficial in this area, although it is possible that this is not the most effective method 
of creating work in India since it causes urban migration, which has social, economic, and sanitary 
consequences.  
 
 
Rural industrialization refers to the practice of supporting the relocation of big and small-scale units 
away from metropolitan regions, as well as the deliberate relocation of units from urban to rural 
areas. The present urban industrial system, on the other hand, is unlikely to be disrupted in any 
significant way. As a result, the state should promote industrialization in rural regions on a large 
scale in accordance with the rural industrialization idea, as outlined above. It makes little difference 
whether the industries are tiny, village-based operations or large-scale operations. A 
comprehensive strategy should be developed in such a way that industries in rural regions are 
fostered in the future.  
 
Before making any efforts in this regard, the government should first provide full-fledged 
infrastructure facilities in rural regions. Rural industrialization attempts to promote the overall 
growth of a region, as well as the well-being of the people that live there. This can only be achieved 
by the methodical deployment of new and better technologies. When it comes to rural 
industrialization, there should be harmony between the primary sector, the secondary sector, and 
the tertiary sector. Rather than concentrating on urbanization, rural industrialization should aim to 
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alleviate rural poverty by establishing a large number of job possibilities in the rural realm. At the 
moment, there is no policy direction on rural industrialization in the United Kingdom. A variety of 
government-sponsored programmes, such as Khadi and village industries, are available. Hand 
looms, sericulture, coir, the IRDP, the DPAP, the PMRY, the DRIP, the DAAP, and the Artisan 
Employment Guarantee Program are all popular right now.  
 

5.2 Appropriate Technology for Rural Industries  
Appropriate Technology can be termed as a movement encompassing technological choice and 
application to small. 

 
 

Fig 5.1: Determinants of Appropriate Technology 
 

Appropriate Technology is commonly discussed in sharing the relationship with economic 
development and as an alternative to technology transfer of more capital-intensive technology 
from developed nations to developing nations. Created on an unparalleled scale anyplace else in 
the globe, the new digital ecosystem will contain close to one billion individuals and will be the 
largest in the world.  
 
India Stack, a new generation of public and private digital infrastructure in the form of last-mile 
internet connection, has arisen in order to prepare for the future decade. There are enormous 
potential for businesses and people to harness the India Stack digital infrastructure to develop 
platforms, collaborate with one another, and usher in and ride a new wave of digital innovation, 
which is already underway.  
 
A variety of measures are coming together to help India's economy, which is currently expanding, 
continue to develop even faster. Entrepreneurship has increased tremendously in India as a result 
of the government's encouragement of digital innovation for start-ups. The number of new 
corporations formed has increased from 15,000 per year in the 1980s to around 90,000 in 2010.  
 
Furthermore, investment for start-up enterprises increased by more than twofold between 2016 
and 2017. An IBM Institute for Business Value poll done in partnership with Oxford Economics 
found that more than three-fourths of Indian executives (76 percent) saw India's economic 
openness as a key business benefit, with 60 percent seeing India's trained workforce as a big 
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advantage. In addition, 57 percent believe that India's big domestic market brings substantial 
benefits to the country. With a median age of 32, India's entrepreneurs are among the world's 
most inexperienced in the business world.  
 
 

 
Image: A typical rural industries based on food technology 

 
The Aadhaar biometric identification programme establishes a digital connection between people 
and the many socio-economic characteristics that distinguish them. This national identity database 
now has information on 99 percent of India's adult population and is being progressively integrated 
in a variety of ways in the coming months.  
 
Consider that all telecom consumers must be authenticated using Aadhaar cards in order to 
continue receiving services from the company. And Aadhaar is now required for taxation records, 
death registration, bank account opening, and other big financial activities, as well as for other 
reasons.  

 

 
 

Image: Machineries used in food processing industry to promote rural industry 
 



407-Rural Economy MGNCRE MGNCRE 407 Rural Economy 

 

87   

ii 

Another initiative, the Bharat Net project, aims to provide 100 percent internet connectivity and, 
as a result, increased service by telecom operators such as Reliance Jio, Bharti Airtel, Idea Cellular, 
and Vodafone, while simultaneously lowering bandwidth costs by up to 75 percent and significantly 
expanding broadband and wi-fi services in rural areas, among other things.  
 
When applied to today's context, the concept is multifaceted; in some cases, it refers to technology 
that is at the most basic level possible while still accomplishing the intended goal, whereas in 
others, it refers to engineering that takes adequate account of the social and environmental 
ramifications of a decision. The suitable technology movement is credited to Mahatma Gandhi, 
who is referred to as its "father."  
 
Gandhi called for small, local, and largely village-based technology to assist India's villages in 
becoming self-sufficient, despite the fact that the notion had not yet been given a name. He didn't 
agree with the notion of technology that only helped a small number of people while putting the 
majority out of work, or that forced people out of employment in order to boost profits. In recent 
years, many of the ideas that have been integral to appropriate technology have been found in the 
increasingly popular concept of sustainable development, which advocates technological choice 
that meets human needs while also protecting the environment for future generations, among 
other things.  
 
Appropriate technology is sometimes used as a catch-all word for a multitude of different types of 
technology that fall under this category. These names are often used interchangeably; nonetheless, 
the preference for one term over another might reveal the particular purpose or objective of the 
technical option in issue.  
 
                          
 

 
Fig 5.2: Types of technology under the appropriate technology 

 
 
Appropriate technology was meant to address four problems: extreme poverty, starvation, 
unemployment and urban migration. The main purpose for economic development programs was 
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the eradication of extreme poverty and a clear connection between mass unemployment and 
extreme poverty. It is essential for increasing the output per labourer to focusing on rural areas 
(where a majority of the population still lived) and on increasing employment. 
 

5.3 Policies & Programme: KVIC, DIC, MSME  
Infrastructure facilities need a large sum of money, which is something that small businesses do 
not have. As a result, a number of federal and state government agencies have stepped up to assist 
small business owners in this respect by offering them with a variety of resources and services. The 
availability of institutional support contributes to the creation of a more favourable economic 
environment for company or industry.  
 
A. KVIC (Khadi and Village Industries Commission) 
The Khadi and Village Industries Commission (KVIC) is a statutory body established by the 
Government of India in April 1957 (during the second five-year plan, according to an RTI request) 
under the 'Khadi and Village Industries Commission Act of 1956', which was passed by Parliament.  
 

 
Image: KVIC logo 

 
The Ministry of Micro, Small and Medium Enterprises (MSME) is the apex organisation in India with 
regard to khadi and village industries. Its mission is to - "plan, promote, facilitate, organise, and 
assist in the establishment and development of khadi and village industries in the rural areas in 
coordination with other agencies engaged in rural development whenever necessary." Some of its 
objectives include: 
 
 The social objective of providing employment 

 The economic objective of producing saleable articles. 

 The wider objective of creating self-reliance amongst the poor and building of a strong rural 

community spirit. 

 The KVIC is entrusted with the design, promotion, organisation and execution of programmes 

for the development of khadi and other village industries in the rural regions in conjunction 

with other organisations involved in rural development whenever appropriate.  

 Building up of a reserve of raw materials and implements for supply to producer, creation of 

common service facilities for processing of raw materials as semi-finished goods and provision 

of facilities for marketing of KVI products apart from organisation of training artisans engaged 

in these industries and encouragement of co-operative efforts amongst them.  

 To promote the selling and marketing of Khadi goods of village industries or handicrafts, the 

KVIC may form links with existing marketing agencies wherever viable and possible.  
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 The KVIC is also entrusted with the job of fostering and developing research in the production 

processes and equipment utilised in the KVIC sector and providing facilities for the 

examination of issues regarding thereto.  

 
 

B. District Industries & Commerce Centre  
 

 The District Enterprises Centres (DICs) initiative was initiated in the year 1978 with a goal 
to create integrated administrative framework at the district level for development of 
small-scale industries in rural regions.  

 Services and assistance to small enterprises are given under a single roof via the DICs.  
 They are the implementation arm of the numerous projects and programmes of national 

and state governments.  
 Registration of small enterprises is done at the DICs.  
 A few years backed DICs are reclassified as District Industries & Commerce Centres (DICCs) 

(DICCs) . 
 The organisational structures of DICCs consist of one General Manager, four Functional 

Managers and three Project Managers to give technical assistance in area relevant to 
requirements of district concerned.  

 Development of industries in the state 
 Registration and licensing of new industrial undertakings 
 Acquisition of land for industrial purpose 
 State’s participation in private sector undertaking 
 Industrial survey 
 Creation and maintenance of Industrial Estates 

• Organising Exhibition, Industrial fairs within and outside the state 

 
Image: DIC 

 
Objectives of DIC 

 Promotion of Micro, Small, Medium Enterprises (MSMEs) 
 Entrepreneurship and Skill Development 
 Facilitating infrastructure Development 
 Promotion of Investment and growth in the industrial sector in the state through 

private/public/ public-private partnership 
 Publicity and Marketing support to industries 

Preparation of policy paper for inclusive growth 
 
Mandate of the DICCs 

 Promote a mind-set change among the youth to go for business enterprise as a means of 
employment. 

 Provide Skill Development among the youth under “Skill India Programme” 
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 Provide support to MSMEs under ‘Start up India’s programme, covering finance, 
infrastructure, technology, marketing support and incubation centres. 

 Promote major industries in the state under the ‘Make India Programme’ 
 Develop infrastructure including Industrial Estates for setting up all kinds of industry by 

using waste land & closed PSUs 
 Take lead in National & International Marketing under ACT EAST POLICY 
 Promote rapid industrialisation by effective use of single Window Agency under EoDB 

along with self-certification system 
 Promote forward& backward linkage in raw material supply and marketing efforts toward 

optimum use of local products 
 Promote the use of best international practices in technology, management and marketing  
 Revive and promotion of traditional crafts and industries by training, marketing, finance, 

cluster development 
 

C. MSME (Micro, Small and Medium Enterprises) Development Act, 2006 
The Micro, Small and Medium Enterprises Development Act, 2006 is an act of the Parliament of 
India.  The Act is intended to make it easier to promote, develop, and increase the competitiveness 
of micro, small, and medium-sized firms, as well as to deal with topics that are linked with or 
incidental to them.  
 
Specifically, the Act states that any buyer who fails to make payment to MSMEs within the agreed-
upon terms or within a maximum of 45 days would be responsible to pay monthly compound 
interest at three times the bank rate established by the Reserve Bank. The Act is in effect as of the 
2nd of October, 2006. 
 
MSME Act of 2006 categorises small and medium-sized businesses into two types: micro 
enterprises and small and medium-sized enterprises (MSMEs). Manufacturing enterprise refers to 
a business that is involved in the manufacturing or production of items for use in a certain industry. 
The manufacturing enterprise is characterised in terms of the amount of money invested in plant 
and equipment. Service enterprise is described as an enterprise that is involved in the provision or 
delivery of services and is characterised in terms of equipment and personnel.  
 
The following is the maximum amount that may be invested in Plant and Machinery/Equipment 
for Manufacturing and Service Enterprises. 
 
Manufacturing Enterprise  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Micro Enterprise------Rs 1 crore of investment and Rs 5 crore of turnover 
 Small Enterprise------ Rs 10 crore of investment and Rs 50 crore of turnover. 
 Medium Enterprises-- Rs 50 crore of investment and Rs 250 crore of turnover. 
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Aim & Objective of the Act 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Benefits of Registration of MSM Enterprise  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

5.4 Cottage Industries: Challenges & Opportunities  
Since independence, the fast expansion of the small and medium-sized enterprise sector has been 
a distinguishing aspect of the Indian economy. The Small Business Administration was given a 
unique role in the Industrial Policy Resolutions of 1948 and 1956 because of its ability to generate 
more employment with a modest level of capital expenditure.  
 
A fresh emphasis was placed on small units by the Industrial Policy Statement of 1977, which was 
a significant step forward. As early as 1950, the federal government divided small-scale industrial 
enterprises into two categories: those that used electricity but employed fewer than 50 people, 
and those that did not use electricity but employed less than 100 people. All small-scale firms, on 
the other hand, had a total capital investment of less than 5 lakh rupees (about $30,000).  
 
As stated by the Small-Scale Enterprise Act of 1966, small-scale firms were classified as 
undertakings with a fixed capital investment of less than 7.5 lakhs and ancillaries with a fixed capital 
investment of less than 10,000. Investment will include the acquisition of fixed assets such as 
equipment and machinery, whether held in long-term ownership, on lease, or as a hire purchase 

 The Act aims at facilitating the promotion and development and enhancing 
the competitiveness of the micro, small and medium enterprises. 

 Provide statutory definition of small and medium enterprises. 
 Provide for the establishment of a national Medium and Small Enterprise 

Board. 
 All classes of enterprises whether proprietorship, Hindu undivided family, 
Association of persons, cooperative society, partnership firm, company or 
undertaking by whatever name can apply for the registration and get benefit 
provided under the Act. 

 

 Easy finance available from the financial institution 
 Protection against delay of payment from buyers and right of interest on delayed payment 
 Preference of procuring government tender 
 Stamp and Octroi benefit 
 Concession on electricity bill 
 Reimbursement of ISO certification expenses. 
 Reservation policies for manufacturing/ production through conciliation and arbitration 
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arrangement. When this restriction was raised in 1975, it became ten lakhs for small-scale firms 
and twenty lakhs for ancillary businesses. Following that, under the Industrial Policy Statement of 
1980, this ceiling was increased even further to 20 lakhs in the case of small-scale units and 25 
lakhs in the case of auxiliary units, respectively.  
 
A limit of Rs. 1 lakh has been increased to Rs. 2 lakhs in the case of minor units, which is a 
simultaneous increase from Rs. 1 lakh. In March 1985, the government increased the investment 
limit for small-scale enterprises to Rs 35 lakhs, and the investment limit for auxiliary units to Rs 45 
lakhs, both increases from the previous year. According to the Industrial Policy Statement issued 
in May 1990, the investment limit in plant and equipment for small scale businesses has been 
increased from 35 lakhs to 60 lakhs, and the investment maximum in auxiliary units has been raised 
from 45 lakhs to 75 lakhs, respectively.  
 
The investment maximum for micro units has been raised from 2 lakhs to 5 lakhs, representing a 
50% increase. On the suggestion of the Abid Hussain Committee, the government increased the 
investment limit for equipment and machinery for small units and ancillaries from 360/75 lakhs to 
3 crores in 1997, and the investment limit for tiny units from 5 lakhs to 25 lakhs in the same year.  
 
 
The government cut the investment limit for plant and equipment from three crores to one crore 
in 2000, while the ceiling for investment in small and medium-sized enterprises (SMEs) has 
remained at twenty-five lakhs. Small scale industries and tiny businesses were both defined by the 
government up to this point. Within the small scale industries, the government offered a definition 
of tiny firms. However, there was a clear transition from small to big size entities, and there was 
no definition offered for medium scale firms.  
 
Not only have the three categories been clearly defined (Micro or tiny enterprises would include 
all enterprises with an investment in plant and machinery of less than 25 lakhs; small enterprises 
with an investment between 25 lakhs and 5 crores; and medium enterprises with an investment 
between 5 crores and 10 crores), but a comprehensive act, known as the Micro, Small, and Medium 
Enterprises Development Act, 2006, has also come into force with effect from October 2, 2006.  
 
The Act is intended to facilitate the development of small businesses, allowing them to progress to 
the status of medium-sized firms and, as a result, improve their competitive power. Traditional 
small industries are divided into two categories: traditional small industries and contemporary 
small industries. 
  
Khadi and handloom, village industries, handicrafts, sericulture, coir, and other traditional small 
industries are examples of traditional small industries. A broad variety of commodities are 
produced by modern small-scale businesses, ranging from very basic things to highly complex 
products such as television sets, electronic control systems, and different technical products, which 
are mostly used as ancillaries to large-scale industries. In contrast to traditional small enterprises, 
current small-scale units rely on extremely complex gear and equipment to achieve their 
objectives.  
 
For example, typical small industries accounted for just 13 percent of overall production in 1979-
80, but they accounted for 56 percent of total employment during the same year. It was in that 
year that the entire production of traditional small industries reached Rs. 4,420 crores, and this 
output was achieved with the employment of 133 lakh employees, with the average output of 
labour in traditional small industries coming in at about Rs. 3,323.  
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Traditional village industries are distinguished by the fact that they are unable to give full-time 
employment to people, but instead can only provide subsidiary or part-time employment to farm 
labourers and craftsmen. Traditional village businesses such as handicrafts have the greatest 
labour productivity of any of the traditional village industries; in addition, handicrafts contribute 
significantly to the country's foreign currency earnings.  
 
The promotion of handicrafts is essential under these conditions. In contrast, traditional village and 
small businesses are mostly operated by labourers and craftsmen who live below the poverty line, 
but contemporary small enterprises may offer a solid source of income for those who are employed 
in these sectors.  
 
It follows that, in order to lower the number of people living below the poverty line while 
simultaneously increasing employment, a quick and much greater growth of the contemporary 
small sector will need to be planned in conjunction with increased employment.  
 

5.5 Globalisation & Rural Industries  
Essentially, globalization is the process of merging diverse economies throughout the globe 
without causing any impediments to the free movement of products and services, technology, 
money, and even labour or human capital across borders. Globalization has both advantages and 
disadvantages. It is a powerful tool for boosting economic growth, spreading new technology, and 
raising living standards in both rich and poor countries, but it is also a highly contentious process 
that threatens national sovereignty, erodes local culture and tradition, and jeopardizes economic 
and social stability. Two-thirds of India's population lives in rural regions, while agricultural 
activities provide a livelihood for about half of the country's total population. The effect of 
globalization on rural life in India has had a significant impact, both positively and negatively, on 
the lives of rural people. 
 

 

 
Fig 5.3: Historical background of Globalization and rural India 

 
Indian agriculture has been protected from the influence of international market forces through a 
system of quantitative restrictions on the import of some 800 agricultural commodities. Now that 
India is a member of the World Trade Organisation (WTO) and a signatory to the Uruguay Round 

In August 1991, the GoI launched a New Economic Policy 
which is characterised by privatisation, liberalisation and 
globalisation

The statistical model of rural development characterised by 
the predominant role of the state in initiating, foserting, 
giving a way to market-driven model

Globalisation would reduce the problems of poverty and 
unemployment through speeding up the pace and level of 
economic growth 
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of General Agreement on Trade and Tariffs (GATT), we are under an obligation to replace non-tariff 
measures.  
 
Globalisation consists of four parameters:  
 

a) Reduction of trade barriers to permit free flow of goods and services among nation’s trade. 
b) Creation of environment in which free flow of capital can take place among nation-state. 
c) Creation of environment, permitting free flow of technology. 
d) From the point of view of the developing countries creation of environment in which free 

movement of labour can take place in different countries of the world. 
e) From various studies it has been found that the developed countries laid much emphasis on 

the first three of the above-mentioned parameters whereas they are restricting the free 
movement of labour in different countries of the world. 

 
Positive effects of globalization that relate to rural life or its development includes: 
 
• Commercialization of agriculture and expansion of agro-industries. 
• Liberalization of international trade and marketing for food and other agricultural products. 
• Intensification and internal labour migration. Labour migration to cities from rural areas in 

search of employment is a common phenomenon. 
• Standards of living have increased.  
• Increasing privatization of resources such as coal mines led to more employment 

opportunities. 
• The wider use of ICT led to better service delivery like Common Service Centre (CSC) and better 

health services using e-Health. 
• Technical education is provided to most of the students from rural areas to secure 

employment. 
• The farmers in the Indian village now have access to the advanced equipment and seeds for 

agriculture, which leads them to better yields and higher earnings. 
• Globalization also provides better exposure to the agricultural produces and ensures the 

farmers that they get the correct value for the produces due to globalization. 
• Impact of globalization, mass media and education directly or indirectly encourage the current 

generation to abandon traditional social conservative norms and taboos. 
 
In contrast, organised industry is rapidly modernising its technologies. In rural industry, there is no 
technological upgradation taking place. It is estimated that around 60% of artists are still doing 
their ancient trade in a basic manner.There has been minimal progress in village industry from 
national research and technological institutions. Infect, there is a greater demand for research and 
development in the rural industrial sector. If not, it is likely to become irrelevant and outdated in 
the near future.  
 
 
 
 
 
 
 
 
 
 
 

Removal of quantitative restrictions on international trade is expected to promote both 

imports and exports of agricultural commodities and production inputs. This would 

speed up the pace of commercialization and specialization on the basis of higher 

comparative advantage in the agricultural sector. Export orientation of agricultural 

production could necessitate the use of increased quantities of all issues. 
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The fact that a considerable number of craftsmen continue to operate using the most outdated 

ways demonstrates the inadequacy of technology transfer efforts in this area. This deters 

newcomers from joining this career, even if they are willing to break over the caste barrier. As a 

result, mechanical and engineering abilities must design appropriate technology that is both 

contemporary and efficient, and that can accommodate a larger number of people in the 

workforce.  

 

In this perspective, Sushil Kumar (2005), it is important to emphasise the recent efforts made by 

the Indian Institutes of Technology in Delhi and Mumbai. Awareness-raising campaigns were 

conducted among weavers in the carpet business to encourage them to use new technology, such 

as looms, hand tools, washing and drying plants, embossing machines, trimming devices, and 

moisture measurement devices, which were invented by the former.  

 

Over 500 weavers have already received training in different carpet belts. The training and 

awareness initiative is still in the early stages. Additionally, about 500 looms and 1000 tool sets 

were supplied to weavers at a heavily discounted rate. The Indian Institute of Technology (IIT) 

Mumbai has created instruments and technology for the processing of bamboo and cane. It was 

possible to construct around 400 sets of enhanced tool kits, which were then delivered to 

craftsmen in the North-East and Kerala at a heavily discounted cost. The Indian Institute of Carpet 

Technology has been educating carpet designers in the use of computer-aided design software, 

colour matching, and testing equipment. 

 

Rural industrialisation would be a complete failure if there were no strong rural marketing 

infrastructure in place. As long as rural goods are not integrated into the traditional supply chain, 

they will be unable to compete effectively in the market. It is necessary to establish some form of 

marketing network for the items produced by village industries. If all government agencies 

Liberalisation of international trade in agricultural commodities would pave the way 

for the entry of private companies and corporations in the import business which is at 

present is monopolized by government organisations. Agricultural producers and 

consumers would be affected through changes in prices- producers from higher prices 

and consumers from lower or better quality- due to increased competition. 

Importers would have an advantage over domestic producers if the agricultural 

sector is not liberated from an internal restrictions. Furthermore, government 

contro;ls and intervention in the sector need to be reduced, to encourage greater 

participation of the private sector in processing, marketing and distribution. 
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purchased their needs via the rural marketing mechanism, 50% of the marketing challenges faced 

by rural businesses would be resolved, according to the World Bank.  

 

According to Chellappan (2006), in his paper, the Government of India should promote the items 

created through self-help mechanisms, as this would serve as a head pain balm for rural 

entrepreneurs and provide them with an endless source of comfort. Rural bazaars are now being 

established at district headquarters for the purpose of promoting the products of self-help group 

organisations.  

 

The government may also establish some form of permanent marketing system in each district, 

which would gather rural goods from different units and distribute them to ultimate consumers via 

various fair pricing stores and consumer co-operative societies, among other methods. In order to 

advertise rural goods during festivals, efforts should be made to set up a permanent retail stand in 

local shanties and pilgrim centres, as well as participate in festival gatherings.  

 

Summary of the Chapter 

Like any other economic phenomenon, globalisation is based on a set of values, such as 

competitiveness, efficiency, wealth accumulation and the free play of market forces. Globalisation 

without a global view of the society as a global family would lead to social tensions and economic 

strife. Besides the powerful and rich countries define and redefine the rules of the game of 

globalisation to suit their own national interests. This leads to the clashes of interest and financial 

instability, as has been recently experienced in several East Asian countries.  

 

Model Questions 

1. Does India need to have a separate national policy for rural development? 

2. Why India’s rural sector continues to be relatively backward and underdeveloped despite 

the fact that so many policies and programmes for its development have been launched 

by the government? 

3. Discuss how good rural infrastructure can reduce the incidence of poverty? 

4. Illustrate the role of electricity and rural roads in the process of rural development? 

 

Reading Materials 

Singh Katar (1999), Rural Development: Principles, Policies and Management, Sage Publications 

Sachs I (2003), Understanding Development:  

People, Markets and the State in Mixed Economics, Oxford University Press 

 

 
 
 
 
 
 
 
 
 
 

Activity 1 

Make a list of rural industries. Try to find out the challenges and opportunities of any 10 

rural industries situated in your state. 
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Conduct a Group discussion on: The MNP has 12 components of infrastructure and 

the RIDF lends funds for infrastructure development.  
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