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Abstract
The Indian economy has undergone structural changes over time with the anticipated
decline in the share of agriculture in the GDP. Despite a fall in its share from 55. 1
per cent in 1950-51 to 17.0 per cent in 2008-09, the importance of agriculture has
not diminished for two major reasons. First, the country achieved self-sufficiency in
food production at the macro level, but still is a food deficit country facing massive
challenges of high prevalence of malnourished children and high incidence of rural
poverty. The pressure on agriculture to produce more and raise farmers’ income is
high. Second, the dependence of the rural workforce on agriculture for employment
has not declined in proportion to the sectoral contribution to GDP. This has resulted
in widening the income disparity between the agricultural and non-agricultural
sectors (Chand and Chauhan, 1999). The experiences of developed countries show
that transfer of labour force from agriculture to non-agriculture, in particular the
manufacturing sector took place. This had brought enhanced productivity growth in
agriculture and hence higher income (Gollin et al., 2002). However, India’s
manufacturing sector witnessed volatile growth and its share in GDP has almost
remained constant at 15 per cent for the last three decades. Further, given the fact
that the current economic growth pattern is driven by the service sector, labour

absorption outside agriculture will be slow until rural education improves
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