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ABSTRACT

Institutional constraints play a significant role in diversification of agriculture in backward regions of the country. The
present study was conducted in Mirzapur district of Uttar Pradesh with an objective to examining constraints that affect
diversification. Using data from a primary survey in Mirzapur, it was found that lack of skill in modern agriculture, poor
access to financial services, and lack of marketing facilities played a decisive role in agricultural diversification. Providing
institutional support in the form of access to formal sources of finance and making farmers organizations will help in

promoting diversification and reducing livelihood risks.
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Agricultural Diversification is defined as an
adjustment in production portfolio or re-allocation
of resources across commodities based on the
comparative advantage created by technological
changes and/or market opportunities (Joshi, 2014).
Initially, diversification implies the addition of other
crops and other enterprises at the farm household
level. As the level of commercial orientation
increases, however, one observes mixed farming
systems giving way to specialized production units
that are designed to rapidly respond to market price
and quality inputs. Diversification at the agricultural
sector level is therefore consistent with specialization
at the farm or unit of production level (Pingali
and Rosegrant, 1995). However, diversification at
household level is a desirable alternative since it
has the potential to reduce the livelihood risk. Ellis
(1998)) defines rural livelihood diversification as
“the process by which rural households construct an
increasingly diverse portfolio of activities and assets
in order to survive and to improve their standard of
living”.

Studies conducted on the topic show that mixed
crop-livestock and livestock-fish-crop  systems
may have the potential to maintain an ecosystem’s

healthy functioning and enable it to absorb not only
the shocks to the natural resource base (Holling,
1995, Prien et al., 1998) but also those brought about
by sudden changes in the economic environment
(Luu, 1999). Inversing the trend from specialization
to diversification is not an easy task, given the
specialized systems generally generate higher labour
efficiency butit might be feasible if integration proves
to be more profitable (Bosma et al., 2005)

The foregoing concepts of diversification mainly
focus on technology, market rationale and
risk reducing strategy for livelihood security.
Institutional, economic and social constraints such
as unfavorable policies, higher marketing cost and
limited access to credit and information also play
a decisive role in the diversification process and
are often underestimated and overlooked. These
constraints not only impede the diversification
process but also overall agricultural production.
The present study was conducted in the Mirzapur
District of Uttar Pradesh with a purpose to identify
institutional, social and economic constraints that
impede diversification of crops and enterprises in
rural areas.
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Table 1. Socio-economic Profile of selected Farmers in Mirzapur
Family size Holding size | Passed Agiculture sole Herfindal Index for Crop
Selected Block (No.) (Ha) High school | source of livelihood Diversification
Pahari 7 4.25 67% 33% 0.41
Manjhawa 5 4.75 65% 30% 0.43
Methodology Itwashypothesized that the constraints whichimpede

Mirzapur is located between the parallels of 23.52
°& 25.32° North latitude and 82.7° and 83.33° East
longitude. This district was purposively selected
for this study because the economy of the district
is predominantly agrarian but as proximity to the
cities of Varanasi and Allahabad, which act has
potential markets for the produce of the district
and could boost diversification of agriculture. The
district has twelve developmental blocks out of
which two blocks namely Pahari and Manjhwa were
selected randomly for the study. Two villages from
each block were selected randomly and a total of
30 farmers were selected using random sampling
procedure for detailed interview. Thus a total of 180
farmers were interviewed for the study between June
1,2009 to May 31%, 2010. Descriptive information,
farm Characteristics and farmers’ perception about
constraints to diversification were examined with the
help of open ended questions. Constraints pertained
to institutional, economic, information-related and
social issues. Crop Diversificationwas examined
with the help of Herfindhl Index (HI) as given below:

HI=2P? where P, proportionate area of the ith crop
in the gross cropped area. The index approaches
towards zero for higher level diversification and 1
for prefect specialization.

Result and Discussion

The socio-economic profile presented in Table
1 shows that in spite a better level of education
of farmers, dependence on agriculture was very
high in the district. This shows ample scope for
skill development even within agriculture so that
farmers could take allied agri-activities such as
protected cultivation, apiary and dairy. The level
of diversification was not found to be very high as
indicated by the index and showed scope for further
diversification.

development of agriculture could also hinder growth
in diversification in rural areas. These constraints
were categorized into four groups for the purpose
of presentation. The groups were — institutional
and informational constraints, communication and
marketing constraints, economic constraints and
social constraints. Results based on farmers’ survey
have been presented in Table 2 through Table 5.

Table 2. Credit and information constraints faced by the
sample farmers in Mirzapur

. Per cent of
) Particulars of the Constraints respondents
No.
(n=120)

1 Lack of educational and training 72.20
facilities
Scarcity of technical knowledge 46.70
Scarcity ~of commercial and 41.10
cooperative banks

4 Lack of informal and formal 30.00
discussion groups

5 |Gram Panchayat’s ineffective role in 43.30
agricultural diversification

6 |Lack of effective community leaders 40.30
in the village

7 |Lack of microfinance agencies and 35.20
self-help groups

8 |High rates of interest of private 31.90
money lenders

9 |Procedural complications  with 38.50
commercial banks

10 |Non-availability of credit on time 56.90

A perusal of Table 2 shows thatlack of educational and
training facilities was the most important constraint
faced by farmers followed by scarcity of technical
knowledge. It shows lack of skill development in
modern agriculture as well as inadequate extension
services available to the farmers. Access to financial
services, particularly institutional sources of finance
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was another constraint. Lack of farmers groups,
ineffective community leadership and lack of self-

Table 4. Economic constraints faced by the sample farms in
the study area

help groups were other major constraints as reported S pT—— p—
by farmers. It may be mentioned that social capital e e — :
and source of information plays a very significant ! i%tﬁ?ﬂﬁlty @it lElopme o loreting| - ety
role in changes to a farming system. Social networks, ) Non—availabilfiét T —— Y
local government (Gram Panchayats) and friends B Al y & P ’
and relatives play a significant role in information SR v ———— i
dissemination regarding prices and market (Bosma : Y .
et. al, 2005). 4. | Lack of. knowle.dge about price and| 36.70
market information
o . . 4 |Volatile market prices 31.10
Table 3. Comr;n;;:)c;t;gn:;:il:)’lfa;/i(iitzl:fu(lfonstralnts for 5 L.ow price of the commodity in the| 60.00
village
S. No. Particulars Per cent 6  |Higher cost of agricultural inputs 52.00
1. No facilities for processing and value| 47.80 7. Lack of irrigation facilities 56.70
addition 8.  |Unavailability of trained personnel 69.20
2. |Lack of input market facilities in the| 42.90 9. | Inappropriate technology 53.30
3. Zjigz ¢ all season road to the nearest| 35.50 reinforces the finding of inadequate skill development
market in the region regarding high value agriculture. The
e 4220 other important cc?nst're.lints were non-aVéilability
Non-availability/very low frequency of 41.20 of lal?our, non-avf’;ulablhty of. m.puts on time and
i e S s Volatllle market prices. Ex.p101tat?on of .farmers was
High marketing cost 39.60 also in the form of low prices being paid by village
— - - traders to farmers. Due to low marketable surplus
;if;so;nznéi?;iﬁglzvzgket including 78.00 it becomes uneconomical for farmers to individually
5. Cheating and malpractices by 41.80 go the market for selling the produce. This can be

middlemen in the market

Marketing is the most important decision for earning
higher income. Constraints related to marketing
have been presented in Table 3. Lack of facilities
for processing and value addition was the most
important factor that hindered diversification to
vegetables and fruits. Distance of market for inputs
and outputs was other factor were found place in
the priority list of farmers. Ilbery (1991) shows that
proximity of villages to main roads and urban hubs
increases the probability to take up a diversification
activity. He reasons that better access to the market
makes marketing and customer binding more
efficient. High marketing cost and exploitation
by the middlemen still persists in the agricultural
marketing system which needs to be taken care of.

The economic constraints identified by respondents
are presented in the Table 4. Inappropriate technology
which included poor seeds and unavailability
of trained personnel were the most important
constraints to diversification felt by farmers. This

overcome by group marketing by farmers (Birthal,
2008).

Table 5: Social constraints faced by the sample farms in the

study area

S.No. Particulars Per cent

1 Lack of participation in socio- 38.90
cultural societies

2 Attachment to traditional farming 45.60
Poverty 52.20
Resistance in adoption of new 44.40
technology due to fear of failure

58 Bribery and leakages in subsidies 24.40

Social constraints to diversification are presented
in Table 5. It can be seen that poverty was the
most important factor for trying alternative
farming systems due to lack of risk bearing ability
and investment resources. Such condition was
aggravated by high rate of interest by private money
lenders and inaccessibility to institutional sources
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of finance. Risk-averse behavior was also shown by
the attachment to traditional farming and fear of
failure. Extension activities and removal of leakages
in subsidy schemes could help improve the adoption
of new crops and cropping systems.

Conclusion

In this paper, we have examined the constraints to
agricultural diversification in Mirzapur district of
Uttar Pradesh using primary level data for the period
June 2009 to May 2010. Different constraints were
grouped into institutional, marketing, economic and
social constraints and found that these constraints
played a significant role in the growth of agricultural
diversification in the district. Lack of educational and
training facilities deprived farmers from acquiring
skills in modern agriculture. Non-availability of
labour, credit and other inputs on time were found to
be other constraints. Marketing related problems and
farmers’ attachment to traditional farming systems
were also found to be affecting the diversification
process. It was suggested that institutional sources of
finance and organized /group marketing by farmers
be encouraged for overcoming these problems.

References

Birthal, PS. 2008. Linking smallholder livestock producers to
markets: issues and approaches. Indian JAgri Economics,
63(1): 19-37.

Bosma RH., Udo, HMJ., Verreth, JA]., Visser LE. and Nam,
CQ. 2005. Agriculture diversification in the Mekong Delta:
farmers'motive and contributions to livelihood. Asian |
Agriculture and Development, 2(1&2): 49-66

Ellis, F. 1998. Household strategies and rural livelihood
diversification. | Development Studies, 35: 1-38.

Holling, C. 1995. Sustainability: The Cross-scale Dimension.
In:M. Munasinghe and W. Shearer, eds., Defining and
Measuring Sustainability. IBRD/WB, Washington, D.C,;
pp- 65-76.

Ilbery, B. 1991. Farm diversification as an adjustment strategy
on the urban fringe of the West Midlands. ] Rural Studies,
7:207-218.

Joshi, PK. 2014. Agricultural diversification in India: impact
and inclusiveness. Indian | Agricultural Marketing, 28(3):
1:17.

Luu, LT. Small-scale aquaculture in rural development -
trends and constraints.In: FAO, 1999. Report of the Asia-
Pacific Fishery Commission Ad hoc Working Group of
Experts in Rural Aquaculture. FAO, Bangkok, Thailand;
1999

Pingali Prabhu L. and Mark W. Rosegrant, 1995. Agricultural
commercialization and diversification: processes and
policies, Food Policy, 20(3):171-185,

Prein, M., R. Oficia, M. Bimao and T. Lopez. 1998.
Aquaculture for Diversification of Small Farms within
Forest Buffer Zone Management: An Example from the
Uplands of Quirino Province, Philippines. In: P. Edwards
et al., eds., Rural Aquaculture. CAB International, Chiang
Mai, Thailand; : pp 97-110.

276

Economic Affairs June 2015: 60(2): 273-276



