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Abstract: Problem statement: Though the Non-Farm Sector (NFS) has been pdedtiin the
national policy documents, empirical evidences Base the broader definition of the sector seem to
be insufficient about its role both in income dsification and income distribution especially in
segmented area of rural Bangladestpproach: We use income inequality Gini decomposition
method for exploring the role of Non-Farm Incoméé¢Fks) and censored Tobit regression for
estimating determinants of NFI diversification. \W®e original data collected from a field survey on
individual participation in farm and Non-Farm Adties (NFAs), labor time and household incomes of
214 randomly selected households in four villagiea typical developed rural area, namely, Comilla
Sadar UpazilaSub-district), for the year 2005-0Results. The NFAs are undoubtedly no longer
“marginal” in the case study villages. In additimnsupporting the fact that despite having the tgrea
role of the NFS in income diversification and iresang household incomée NFI components do
very little or nothing to reduce income inequalityr Gini-decomposition results suggest that furthe
unevenly access to local high return non-farm egifloyments and out-country remittance
employments would actually aggravate the incomeridigion. In addition to local NFS, our
econometric results give us several important htsidor non-local remittance (out-country) and othe
incomes (transfers): Lower extent of local higharatHousehold Non-Farm Enterprises (HNFES) is
a reality and landholding is crucially important ftnancing such HNFEs. For high-return non-farm
wage employments and out-country remittance incomédeere the low-income households have
limited access, education is particularly importaRarticipation of female in direct economic
activities is negligibleSocial capital and local institutions are not sfigaintly active in promoting
either local or non-local NF&onclusion/recommendations: The future NFS development strategy,
thus, should be aimed at promoting high-return HBIF&hd creating out-country remittance
employment opportunities for the low income housgsiomaking local institutions more effective,
and increasing female participation in direct ecoiwoactivities.

Key words: Non-farm income, diversification, developed villageBangladesh, income inequality,
determinants, censored Tobit regression.

INTRODUCTION a household is decided on its access to publiefimiv
physical, financial, human and social capitalstasse
In a developing rural economy of Bangladesh,However, the promotion of NFAs is not necessarily
where the scope of employments for the increasibgrl  consonant with improvement in the income distritmuti
forces is extremely limited in agriculture (herdtaa The question of whether NFI increases or decreases
farm) sector, the livelihood diversification thrdublFAs  overall inequality is an important concern in mokthe
has become a growing reality. The Government ofleveloping countries across the gldbeRegarding this
Bangladesh in its national poverty reduction sggte issue, there has been a rich literature drawingaon
paper has identified the NFS as a “leading sedtothe  number of developing countrféd. As depicted in Table
rural economy. But in practice the NFS is not gettlue 1, both of them make almost the similar conclustbe:
attention like the farm sector. The portfolio of Ad=for  overall impact of NFIs on income distributiomiixed.
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Table 1: Mixed equity impact of NFI

Share of NFI in total income (%) when NFl is:

Equity enhancing Neutral
Inequitable

Quintile Egypt 1997 Pakistan 1989 India 1999 Etldd®90 Ecuador 1995
Poorest 59 75 32 32 22

o 52 63 39 - 37

3¢ 51 36 38 30 37

4" 53 33 39 - 46

Highest 38 21 31 31 64

SourceTable 3.1%

In some instances, overall NFI improves equity sero enterprises in primary farm production of crop,
household groups. In other cases, they exacerbatestock, poultry and fisheries) are included et
inequality. Empirically, no consistent pattern eges. NFS?. Especially, the local NFS is defined as any

In rural Bangladesh context, the relevant previousarning activity that the workers are performinghe
study concludes that the NFI will become an imparta village, other neighboring villages, growth centers
force  behind worsening income distributfdn rural town (excluding Municipality at district head
However, the analyses are based on the narroquarter and Pouroshova at Upazia head quarter)e whi
definition of NFS which does not explicitly conside  retaining the households in the village. In our
remittance incomes and other transfers as separatiefinition, we include farm wage employments in the
components of NFI, whereas, such incomes, nowaday&cal NFS rather farm sector, because the relativel
contribute a considerable share of household incomalisadvantaged household (landless/land poor) werker
Such underestimation of NFS is not supported by @&annot work as self-employed in the farm sectogyth
number of similar studi€s®. Moreover, the studies in work mainly either as farm or non-farm day laborers
Bangladesh context on the correlates of NFIBased on the relative returns to labor, we clastiéy
diversification, based on the narrow definitiontbe  local NFAs into two broad groups: Difficult-entry,
NFS, use nationally representative sample slfi¥ey high return/productivity that leads to high-income
These studies, in our knowledge, cannot fully eixpla employments (hereinafter high-return NFAs) and
the real picture of NFS in less poverty prone areaasy-entry, low return/productivity employments
(hereinafter, relatively developed area) whereNRé&\s  (hereinafter low-return NFAs) that serve only as a
are relatively developed and diversified in conttihg  residual source of incofié®. In addition, a good
higher NFI share of household income. number of absentee household workers are engaged in

In this context, based on the broader definitibn oremittance employments in another place like non-
NFS, this study attempts to explore the role of NFA local areas of the country for domestic migration
on household income distribution and to analyze théhereinafter in-country) and abroad for internasibn
determinants of NFI diversification based on orain migration (hereinafter out-country) and these
data collected from a field survey in four villagesa  remittance employments are considered as separate
typical developed rural area, namely, Comilla Sadacategories under non-local NFS. Thus, in present
Upazila, Bangladesh, where the NFAs are relativelystudy, we include farm wage employments, non-farm
developed and diversified. Like other similar segJi self-employments, non-farm wage employments under
we use standard methodology (income inequality Ginlocal NFS and in-country remittance employments and
decomposition method for exploring the role of NFIsout-country remittance employments under non-local
and censored Tobit regression for estimatingNFS. Hereinafter, sometimes the NFS, NFAs and
determinants of NFI diversification). Thus, this Non-Farm Employments (NFEs) are interchangeably
empirical study aims to add new insights for theSNF used.

of relatively developed villages in Bangladesh. The concept of income is comprehensive, including
income received in kind and in cash. Householdnmeo
MATERIALSAND METHODS is defined as the sum of net incomes resulted fitwen

engagements of household workers in local and non-
Defining NFS:  As mentioned earlier, we use broaderlocal NFS and other incomes. Farm income is defined
definition of NFS. The rural household workersas all net incomes from primary production of
engaged in a set of earning activities that areomat ~ household farm enterprises. Non-farm self-employtmen
farm based or off-farm based (except householdncome is defined as all net incomes from the HNFEs
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(mostly informal in nature) the workers participhie ~ Where:
the local secondary and tertiary industries. Faragev S; = NFI shares of the household income
income and non-farm wage income are gross incomel = Vectors of exogenous input and output prices
derived from wage employments participated in theZ = Vectors of different fixed capitals including
locality. Remittance incomes (in-country and out- human capital, physical capital, financial capital
country) are net receipts from the household warker and social capital available to the household
employed in-country and out-country. Other incomesV = Vectors of capitals available to the community
include transfers including rental income, pensions
interests, giftsand disadvantaged allowance. The previous study estimates three loN#l shares

Diversification is generally defined as an inceeas equatiof’, whereagour empirical model estimates six
in the number of household income components. Them\FI share equations to identify determinants forl NF
to take into account the contributions of each NFIdiversification: farm wage income, non-farm self-
component mentioned earlier, we define NFlemployment income, non-farm wage income, in-
diversification as NFI shares by components of thecountry remittance income, out-country remittance
household income. income and other incomes.

The previous study puts limited focus on adugpti

Measuring income inequality: The Gini coefficient, as  explanatory variabléd. However, based on the field
proposed by Séff!, shows the degree of inequality in experiences and similar recent studies conducted in
the distribution of household income. HOWeVer, theother deve'oping CountrieS, we consider many
Gini coefficients of income components do not haveimportant factors at household and community level
any significant economic meaning. Hence, Wecompared to the previous one. Considering the
measure Pseudo-Gini  coefficients for differentgifficulty of getting reliable information on inpuand
components of income and thus, the Ginigytput prices, household farm Terms Of Trade (TOT)
decomposition analysis is conducted to identify themeasured by ratio of farm products’ (that household
factors contributing to overall income inequality b sales) price to non-farm products’ (that household
f0||0Wing the Similar procedure as ShOI‘I‘OE‘%ShaS purchases) price and household access to physica'
suggested and EscoBaland Hossairet al.””! have capital, financial capital, social capital and satli are
adopted. used as dummy variables. Access to capitals/assets
measured in the sense that the households/household
workers receive certain capitals/assets when they
equire during the reference year. Thus, the exitay
ariables are as follows: The household level \dem
include demographics (household head gender 1 if
o . - . ale/hhh_gen, household head age in years/hhh_age,
behaves to maximize its utility subject to Severalnumber of household members/hh_size, economically

constraint_s, like (a) a_cash constraint, (b) praouc inactive or dependent members/dependents), househol
technologies for farming and NFAs, (c) exogenous

Hact ) for tradabl d ibri number of income sources as an indicator of
efiective ‘prices for tradables an .( ) an equubm diversification/income_sources, farm_TOT (1 if oai$
condition for household workers. First order coiodis

. . greater than 1), human capital (schooling years of
of this type of ”_‘Ode' give a sy_stem of factor Swd household head and its squared/hhh_edu and hhh_edu2
demand functions, which in turn authorizes the

determinati f 1ab location bet farmi number of male and female working members/
etermination ol labor aflocation between armimgl a Male_worker and female_worker, number of in-country
NFAs. If time allocation between farming and NFAs

. - ) : -~ and out-country remittance earners as indicators of
has different utility connotations or if there is Y

commuting time related with NFAs, the shadow pricem|grat|on human capital, respectively/migration_tap

of on-farm activity is endogenously determined wnith and migration_cap2), physical capital (landholdings

] . . owned by the household/landholdings), access to
the householtf!. If so, production and consumption formal credit as a proxy for financial

deC|S|ons_ are hon-separable and the hogsehol pital/access_credit), and social capital (access
characteristics could affect labor allocation decis. - onment Organizations/GOs, ~Non-Government
Thus,_ we have the fol.lowmg form of reduced form Organizations/NGOs, and rural cooperatives, 1 ,ye
equations for the model: as an indicator of structural social capital/accesslit;

S=f(P,ZV), (i=1,2 3. 214: Household and access to friends, relatives, neighbors., 1 if yssan
: j=:I: > & Income ’sourc,:e) indicator of cognitive social cadacess_frn).
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Modeling NFI diversification: According to Benjamin
et al.¥, De Janvry and Sadoufe? and Escob#i, a
standard rural household model for determination o
income diversification (for either push or pull faxs)
has the following feature. That is, the househol



Am. J. of Economics and Business Administration, 1 (2): 141-149, 2009

Table 2: Basic characteristics of Comilla Sadarilpe2005-06 employment sources are “Export Processing Zone
ltem _ Characteristics ' (EPZ)” at Comilla, GOs, NGOs, commercial banks and
Location Comilla in the division of Chittagong. private companies in the locality and non-locabaref
About 100 km southwest of the capital city Dhaka. th t inlv in Dhaka. A d b f
Literacy level 75% e country mainly in aka. good number o
Level of Full-time farm households (10%), part-tifaem households have at least one out-country remittance
Dependency on households (70%), full-timeon-farm earner. Many households are engaged in HNFEs. Thus,
farming households (20%) . , we find relatively developed farming and moderate
Modes of transport  Connected by national highwalraational NFS (bOth local and non-IocaI) in the case stud
railway with Dhaka and Chittagong. . . y
Rural markets/ About 30 rural markets and 7 grasetfiters villages. Thus, as developed rural area/villages case
Growth centers _ _ study area is well-justified.
Major trades and ~ Farm input pusmess, farm prodretie anq Then, a survey is conducted among the selected 214
commence agro-processing, transport and construction households during August-September 2006 to collect
business, restaurants, handicrafts and cottage . L . . . . .
industries and grocery detail data on participation, time allocation ar)darpe
Others Being assigned “Export Processing Zone (EPz) earned by their all workers (N = 442) participating
atComilla. _ certain economic activities such as household farm
Source: Focus group discussion with key inform¢2096) enterprises and all NFAs for the reference year5200

06. Participation is measured by whether individual
The community level variables are number of ruralworker is taking part in certain economic actiatie
markets/growth centers within % h distance from thewhile time allocation yearly given to those aciist
household/growth_centre, number of GOs, NGOs ang¢hdicates the level of participation. We take intew
rural cooperatives working in the locality/institris  of best informed household members for all relevant
and nature of the village, 1 if agriculture is telaly  data based on a structured questionnaire. The focus
less developed /village_nature. the survey is on the household workers and on how
each decides, firstly, whether to participate iry af
Study materials. As described in Table 2, Comilla €arning activities (either household farm entegwisr
Sadar Upazila has been purposively selected for th¥FAs). Secondly, if individual response for NFAs is
study as a typical case study area of relativelyyes, the nextis asked in which sectors of NFAfshe
developed rural area of Bangladesh. Comilla Saslar iparticipates full-time or part-time. Thirdly, totaburs
an Upazila (sub-district) of Comilla District in éh per year allocated to work in all sectors of NFAs
Division of Chittagong, Bangladesh located 100 kmaggregates (or disaggregates) the number of hours,
southwest of the capital city Dhaka and adjacent tglays, weeks and months of work declared by an
Tripura of Eastern India. It is connected by nasion individual have been inquired. For getting yeaitye
highway and national railway with Dhaka and thegiven to formal sector employments and remittance
second most important industrial city Chittagong.employments (for both out-country and in-countiy),
Based on the focus group discussion with the keyddition to their regular office hours, we inquiteeir
informants, two groups of villages (first group: &k over-time periods and then decide their full wogkin
the farm sector is relatively developed in termsmifp  time. Next to get information on household inconse a
yield, technological adoption, cropping intensityda defined earlier, after asking household annual
diversity in cultivation; second group: Where farm expenditure, information on incomes from different
sector is relatively underdeveloped, but NFS reddyi  components has been inquired. All the pertinent
developed) are selected. Then, four villages fram t information is collected following recall methodn |
groups of Comilla Sadar Upaziléexcluding urban addition to questionnaire survey, observationalhoes
location Pouroshova at Upazia head quarteasd and four separate focus group discussions wittkélye
selected randomly so that the case study villages ainformants in the four villages respectively are
well represented. The villages are within the 15 kmadministered for gathering qualitative and communit
reach by usual modes of transport (for example, budevel information.
auto rickshaw and rickshaw) from Comilla distrietalal
quarters. We find that literacy rate (case studpges’ RESULTS
average) is 75% while the national average is 53%.
Farming is relatively mechanized in the case studyRoleof the NFAs:
villages. Farmers produce plenty of rice and magpes  Participation, time allocation and income shares:
of vegetables. Household workers are engaged &l loc The household workers participate in and earn more
NFAs and remittance employments. Major formalincome from NFAs than from their farm enterprises
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(Table 3). One of the main reasons is that thelémsd NFAs which usually require certain skills, educatand
households constitute a sizeable population (abot  capital. For instance, salaried jobs with GOs, NCERZ

for our sample) where the importance of NFAs isand other private companies working in the locality
inevitable. Compared to the participation (66%),reno under the wage employed category and wooden ael ste
labor time (about 93%) is allocated to the NFAs andurniture manufacturing, farm input and equipment
more income shares (87%) are gained as wellmanufacturing, food processing, egg/poultry feet/fi
Compared to male, the female participation istrade, grocery shopsiretailers with permanent sheds
extremely lower (17%) in economic activities aslesl ~ Pharmacy, hotel and restaurant and information

NFAs. Of the household income components from th&ommunication services which are creating demand in
participating NFAs, the non-farm seIf—emponmentsthe locality under self-employed category belonght®

show the highest share (about 28%) of total incomer,"gh'r(aturn local NFAs.

followed by non-farm wage employments (20.3%), out-NFy digribution: As depicted in Table 4, among the
country remittance (20.1%) and in-country remit@nc |g¢g NFAs, non-farm self-employment income is ano
employments (6%). Apart from local NFAs, about 16%¢ajrly distributed among the income stratums (fraB
household ~ workers  participate  in  remittance 29o4) except the highest income stratum with aelarg
employments. The household workers (4%) participat@hare of about 38%. This must be true that the dowe
in_in-country remittance employments with GOSs, income stratum households receive more income from
NGOs, commercial banks and private companiegow-return non-farm self-employments which virtyall
mainly in the capital city (Dhaka)The out-country require no education and little/no capital and vieesa.
remittanceemployments (12%) where they participate The higher income stratum households (I1l-V) do not
mainly in the Middle East (for example, Saudi A&gbi receive any income from farm wage employments. The
and Southeast Asia (for example, Malaysia andeason is that only landless household workerscjgate
Singapore) under unskilled and semi-skilled catggor in this category. The non-farm wage employmentiand

Low Vs high-return local NFAs We have sharp country remittance incomes are not fairly distrdslt

differences in the household net incomes from hig:fmong the income stratums. The reason may befthat t

) owest two stratum households receive income from |
Lﬁgrgg\_/l%%q.i. I35a7n39!1a7d22h0$:l;gggf:géT&S(géBlDO? 595%2 eturn non-farm day laborers category both in tiwality
67.08 (GOB 200(’5)] and low-return (Mean' BDT 55.25 4and other areas of the country, whereas, the biljaer
and SD- BDlI' 31,451) NFAs. Among IocaI.NFAs aboutstratums receive from local formal sector employtmen

68% of the participation is observed in low-retitRAs which require a cer_tain Ie\_/el of e_duca_ltiod gkil_ls.
which typically require no particular education andThe out-country remittance income is fairly distrtiéd

little/no start-up capital. This is due to the hehmids' ~2mong the middle income stratums (Il to IV) at 2442
landlessness, poor education and credit/cash aimtsyr  'Ng€, whereas 11 and 38.5% for the lowest ancesigh
on the one hand; and significant entry barrierigh ~ INCOMe stratums, respectively. It is to mentiort e
return NFAs and market segmentation, on the otaedh  highest income households do not receive incomea fro
In our study villages, such low-return NFAs arecroa in-country remittance employments rather receiveemo
side and weekly market vendors, grocery shopseetai income from out-country remittance and local nomdfa
with temporary sheds, mechanics and artisans angelf-employmentsOur study findings suggeshat the
rickshaw pullers in the informal self-employed catey higher income stratum households are more divedsifi
and construction/mill workers and other unskilledin relatively skilled out-country migration and &digh
poorly-paid non-farm and farm day-laborers under th return NFAs. Conversely, the lower income stratums
wage-employed category. On the contrary, only 32% ohouseholds are more diversified by relatively l@turn
the participation is observed in relatively higtura  NFAs.

Table 3: Participation, time allocation and incoshare by activities in Comilla Sadar UpaZ05-06 (N = 442)

Activities Participation (%) Time allocation (%) Income shé@
Farm enterprises 34.4 6.5 12.8

NFAs as a whole 65.7 93.4 87.4

Farm wage employments 8.6 12.8 5.1
Non-farm self-employments 20.8 18.8 27.7
Non-farm wage employments 20.2 18.1 20.3
In-country remittance employments 4.2 20.0 5.7
Out-country remittance employments 11.9 23.7 20.1
Other incomes . . 8.5

Total 100.0 100.0 100.0

Sour ce: Filed survey (2006)
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Table 4: Household income distribution by quiniiieComilla Sadar Upazila 2005-06 (unit: %)

Self-employment income  Wage employment Income Reande income Other Total
NFI
Farm Non-farm Farm Non-farm In- country  Out-coyntr incomes (b+c+d+
Quintile (income range) (a) (b) © (d) (e) 0] (9) +eg)
I (BDT® 20,700-116,157) 17.0 25.0 12.0 30.0 3.0 10.6 29 830
Il (BDT 161,57-211,614) 10.6 26.9 1.9 18.1 10.1 125. 7.3 89.4
Il (BDT211,614-307,071) 15.6 29.1 0.0 5.5 7.8 .23 18.1 84.4
IV (BDT307,071-402,528) 9.0 24.9 0.0 15.1 4.9 25. 21.2 91.0
V (BDT402,528-497,985) 6.5 37.8 0.0 6.9 0.0 38.5 10.3 93.5
Average (BDT 107,337) 14.8 26.2 9.7 25.8 4.7 13.9 438 86.9

Sour ce: Field Survey 2006\ote: @ As of 2005-06, US$ 1.00 = BDT (Bangladeshi Takaps

Table 5: Income inequality decomposition by incaneponents in Comilla Sadar Upaz2@05-06 (gini index)

Income Components Gini Pseudo-Gini Contribution (%) Gini decomposition
Farm enterprises 0.6358 0.2894 9.77 0.2894

Farm wage employments 0.8820 -0.1882 -2.43 -0.0163
Non-farm self-employments 0.7355 0.3968 27.45 082
Non-farm wage employments 0.7305 0.1743 9.15 @151
In-country remittance employments 0.9407 0.5312 188. 0.0032
Out-country remittance employments 0.8304 0.6127 9681 0.0246

Other incomes 0.8841 0.7232 15.92 0.0015

Total 0.3871 0.3871 100.00

Sour ce: Field survey 2006.

To examine the impact of NFIs on householdshares from some components due to not participatin
income distribution, first we calculate Gini ancepdo-  or not gaining, these endogenous variables haves som
Gini coefficients for household income and for eath censored data. Accordingly, the estimated method he
the income components (Table 5). Gini coefficiears  is censored Tobit regression. As shown in Tablthé,
calculated using all households, for which a palic  results for farm wage employment income and in-
income component is available, while pseudo-Ginicountry remittance income share equations are not
coefficients are calculated for the full sample.reported, since running censored Tobit regression i
According to Shorrocks, we decompose the Ginithis case is not successful. It is because thiscpéar
coefficients of household income into its factorvariable has extremely large number of left-cendore
component$®. The decomposition rule considers the observations (178 and 194 out of 214). Among tisé re
relative importance of each income component, thdour equations, non-farm self-employment income
pattern of inequality of each income componentshare equation is statistically significant at 1G9¢el,
(measured by the pseudo-Gini coefficient) and thewhile the other three equations are significantl %t
correlation between each income component antkvel. From the statistically significant variable
household income. coefficients of the income share equations, several

According to values of pseudo-Ginis, all unearnedobservations can be summarized.
income components (remittance employments and other Landholdings are found to be positively associated
incomes) and non-farm self-employments are moravith non-farm self-employment income. Implication
unevenly distributed than the household incomeJenvhi may be that in a developed rural area, landholdargs
the incomes from farm self-employments and non-farmimportant not only for farming, but also for prornmaf
wage employments are less unevenly distributeddNFEs, because, it may work for accumulating their
Though remittance incomes, other incomes (transferdinancial capitals. The non-farm self-employment
and non-farm self-employment income are relativelyincome is negatively associated with household head
unevenly distributed, these incomes do not appear teducation. The reason may be that the HNFEs where
favor the poor. It is because the majority of tbepdo  household workers usually participate are mostly
not have access to these employments. informal in nature where education is not so imgpoait

The negatively significant coefficient of out-connt
Determinants of NFI diversification: As mentioned migration capital for non-farm self-employment inoe
earlier, in order to analyze determinants of NFlis self-evident, however, plausibly it may suggtwt
diversification, we estimate NFI shares of househol fact that the remittance income received is nonhdpei
income as endogenous variables for all of six Nfare  utilized in household productive investment, for
equations. Since some households have zero inconexample, in HNFEs.
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Table 6: Determinants of NFI diversification in CilenSadar Upazila2005-06(endogenous variables: NFI shares: Results froraared Tobit
estimation (N = 214)

Non-farm self Non-farm wage Out country

Farm wage employment employment remittance Other
Explanatory variables  income share income share oniecshare income share income share
Hhh_gen -0.515 (0.634) 0.446 (0.416) 0.257 (0.410) -0.143 (0.194) -0.148* (0.089)
Hhh_age -00.039 (000.081) 00.050 (000.063) -00(0@8.065) 00.029 (000.054) 0.047*+* (0.019)
Hhh_edu -0.354 (0.354) -0.133** (0.061) 0.421**161) 0.282** (0.131) 0.084* (0.050)
Hhh_edu2 -0.631 (0.721) (...) -0.182 (0.153) -0.16127) -0.079 (0.049)
Size 10.63(40.31) -0.005 (0.069) 0.505 (0.606) 28.0.382) -0.181 (0.159)
Male_ worker -0.604(10.885) 0.001 (0.075) -0.72%6) 0.155 (0.161) -0.048 (0.068)
Female_worker -0.225 (0.845) () -0.083 (0.125) 40.(0.084) 0.008 (0.035)
Dependents -10.534(30.481) (..v) -0.340 (0.494) 0(P0317) 0.175 (0.131)
Income_source 0.270** (0.115) 0.105 (0.071) 0.0B9§9) -0.070 (0.052) 0.119*** (0.024)
Landholdings -10.946*** (0.754) 0.119** (0.060) JB4*** (0.139) -0.068* (0.036) 0.091*** (0.017)
Migration_capl -0.097 (0.129) ) -0.104* (0.058) 0.066 (0.054) -0.020 (0.018)
Migartion_cap2 -0.150 (0.121) -0.202*** (0.072) 288*** (0.080) 0.467*** (0.049) -0.021 (0.021)
Farm_TOT -0.989*** (0.273) -0.046 (0.125) 0.1331(09) 0.060 (0.097) -0.002 (0.038)
Access_credit -0.220 (0.277) -0.117 (0.155) 0.12253) 0.124 (0.118) 0.001 (0.047)
Access_org -0.004 (0.270) -0.026 (0.156) 0.0454@).1 -0.081 (0.116) 0.001 (0.047)
Access_frn -0.352 (0.223) -0.111 (0.128) 0.14720)1 -0.139 (0.101) 0.083** (0.038)
Growth_ centre 0.701(10.279) -0.260 (0.704) 0.@327) -0.027 (0.564) -0.742** (0.227)
Institutions -0.316 (0.273) 0.144 (0.141) 0.03348) -0.114 (0.103) 0.164*** (0.044)
Village_ nature 0.548(10.156) -0.199 (0.616) 0.(2843) -0.121 (0.513) -0.638*** (0.197)
Constant -0.863 (0.671) -0.407 (0.417) -0.539 @40 -0.194 (0.210) -0.005 (0.090)
Log likelihood -620.2300 -1660.2600 -1420.5600 -4500 -150.1200
LR Chi2 940.8600 220.9400 700.9100 1810.0500 02260)
Prob> chi2 0.0000 0.0854 0.0000 0.0000 0.0000
Left censored
obsat<=0 178 121 126 161 148

Source: Field survey 2006Notes: (1) Numbers in parenthesis are standard errojysSt@istical significance: *** at 1%, **at 5%, *ta0%
levels, respectively. (3) Variables are standadlifé) For the non-farm self-employment equatiarjables indicated by the parenthesis (...) are
not considered

income. Gender of household head (1 if male) végiab
As described before, the lowest two stratumhas a special meaning to income share equations
households receive income relatively more from low-especially for other incomes (transfers). It maytioe
return non-farm wage employments, but regressiothat due to migrate for out-country remittance
results suggest that the non-farm wage employmergmployments the households become female headed
income share is highly positively associated withhouseholds and thus they have a tendency to receive
household head education. These results seem to b®re income from remittance and other transferg Th
contradictory, but reasonable in the sense thaslthee households with working members (both male and
of income from high-return non-farm wage female) are less likely to receive unearned incomes
employments where education is the prerequisite i$lousehold head age, multiple income sources,
much higher than that of income from low-returnlandholdings, institutions working in the localigre
counterpart where education is not required for thepositively associated with other incomes, while -out
entire sample. This explanation may be acceptade, country migration capital, farms TOT, access taditre
because another similar study finds male educatioa are negatively with other incomes.
positively significant determinant for relativelyigh- The rural cooperatives work relatively betterhie t
return NFEs, but not for low-return counterfdrtThe  case study villages compared to other rural looatiof
landholdings are negatively associated with nomfar the country; however, the results do not find any
wage income. As the land poor households have poaignificant impact of social capital variables (@ss to
financial, human as well migration capitals, theg a organization and access to relatives, friends and
most likely to earn income from low-return non-farm neighbors) on local NFI shares as expected. The
wage employments, for example, non-farm dayimplication is that the social capital that is lieformed
laborers. The households with migration capitaltifbo by rural cooperatives in the case study villagesds
in-country and out-country) are less likely to earntaking significant role in NFI diversification. Aess to
income from local non-farm wage employments. formal credit has also no significant impact on NFI
Household gender, education and male workers ardiversification, though a good number of natioradiz
particularly important for out-country remittance commercial banks, micro-finance NGOs and
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cooperatives are working in giving credits in ttese& key determinants of NFI diversification. Howeven, |
study villages. The reason might be that the locahddition to local NFS, our econometric results gige
formal credit providers cannot meet the businesseveral important insights for non-local remittance
demands of the locality. This study also does mat f (out-country) and other incomes (transfers):
any significant impact of community variables excep Landholdings are important not only for farm

institutions for other incomes (transfers). enterprises but also  for accumulating financial
capitals of HNFEs. The remittance income received
DISCUSSION might not be utilizing in household productive

investment, for example, HNFEs. The share of income
Based on the broader definition of the NFSs thi from high-return non-farm wage employments where
study adds some new insights about the sectoral rokeducation is the prerequisite is much higher theat t
both in income diversification and income distribnt  of income from low-return counterpart where
in a relatively developed rural area of Bangladdah. education is not required. As the land poor houkksho
addition to local NFS, the analyses explicitly fecon  have poor financial, human as well as migration
the role of remittance incomes and other transféfs. capitals, they are most likely to earn income friom-
use income inequality Gini decomposition method forreturn non-farm wage employments. Household
exploring the role of NFIs and censored Tobitgender, education and male workers are particularly
regression for estimating determinants of NFlimportant for out-country remittance income. The
diversification. Analyses are done based on aniraig female labor forces have a lower tendency to
field survey data. participate in direct economic activities. The
Findings regarding the higher participation ofhouseholds with working members (both male and
household workers in NFAs compared to the farmfemale) are less likely to receive unearned incomes
enterprises in terms of participation, time allomat Access to social capital and formal credit is phayi
income share and return (income share/participationot significant role in NFI diversification neithéor
ratio) are consistent to the findings from othemikir  local nor for non-local NFS.
studies conducted in South A&H?*Of the
household income components, the non-farm self- CONCLUSION
employments show the highest share, however,
participation in out-country remittance employment The NFAs are undoubtedly no longer “marginal” i
receive higher return. In terms of dominance, we cathe case study villages. Despite having the graaler
find that the NFS rather than farm sector, local-lo of the NFS in income diversification and increasing
return NFAs rather high-return NFAs, the local NFShousehold incomethe NFI components do very little
rather than non-local NFS, the out-country remi&an or nothing to reduce income inequality in a devebbp
employments rather than the in-country remittanceural locality of Bangladesh. Moreover, further
employments are important. Thus, there is growingunevenly access to local high return non-farm self-
importance of the NFI to rural food/income seclitty employments and out-country remittance
The previous study finds that household income imployments would actually aggravate the income
fairly unequally distribute, whereas our study is distribution. Lower extent of local high-return
evidence supporting the poor distribution of NFIHNFEs is a reality and landholding is crucially
especially for low-income households. However, theimportant for financing such HNFEs. For high-return
income inequality decomposition results add someion-farm wage employments and out-country
additional insights: for example, the out-countryremittance incomes, where the Ilow-income
remittance employments and the non-farm selfhouseholds have limited access, education is
employments (intuitively, high-return HNFESs) areeth particularly important. Participation of female in
largest contributors to income inequality, explagi direct economic activities is negligibl&ocial capital
60% of the household income. It is followed by eothe and local institutions are not significantly actiue
unearned components (16%), own-farm productiorpromoting either local or non-local NFS. The future
(10%), non-farm wage employments (9%) and in-NFS development strategy, thus, should be aimed at
country remittance employments (8%). The farm wageromoting high-return HNFEs and creating out-
employments alone contribute to reducing incomecountry remittance employment opportunities for the
inequality (-2.4%). low income households, making local institutions
The previous study finds landholdings, eduggtio more effective, and increasing female participation
household composition variables, among othershas t direct economic activities.
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