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HUMAN CAPITAL AND NON-FARM ENTREPRENEURSHIP 
 

Dr Manav S Geddam 
 

 
Abstract 

The present paper titled Human Capital and Non-Farm Entrepreneurship empirically examined the influence of human capital 
(education and skills) in successful non-farm entrepreneurship (NFE) in the backward (low literacy) and forward (high literacy) districts 
of the Andhra Pradesh State. The study empirically examined the economic benefit scheme namely SCSP (Scheduled Caste Sub Plan) 
promoted by the government for the economic benefit of Scheduled Caste (SC) downtrodden communities. The study has a 392 sample 
size of beneficiaries and non-beneficiaries categorised into performers (successful in NFE) and non-performers (unsuccessful in NFE). 
Data is sourced from doctorate work titled Livelihood Transition and SCSP in Andhra Pradesh (Dr Manav S Geddam, 2021). The study 
used logistic regression where the dependent variable is defined over 392 Beneficiary, and non-beneficiary respondents. Independent 
variables are education in a number of years and skills. Results show that Human Capital in terms of education in a number of years 
(p<0.0) and skills (p<0.01) has significantly influenced the respondent for the success of non-farm entrepreneurship.  
 
Keywords: Scheduled Caste, SC, Non-Farm Entrepreneurship, NFE, SCSP, Education, Skills, Human Capital, Livelihoods,  
Government Schemes, Globalization, Liberalization, Entrepreneurship, Andhra Pradesh.  
 
Introduction  

Post-liberalization policies of 1991, the Indian government has regarded entrepreneurship/self-employment as a way of 
reducing poverty, to this end, the government has featured the programs such as capital subsidies, credit guarantees, and specialised 
support through banks to support the entrepreneurs, thus, in India, there seems to be a tendency and history of viewing entrepreneurship 
as an alleviator of unemployment and poverty (Ahluwalia, 2005).  Recent new job creation in India has been primarily driven by 
entrepreneurship, which accounts for half the total Indian workforce (Chandrasekhar and Ghosh, 2007). Self-employment policies for 
the unemployed are viewed as a viable method of alleviating poverty (Bhalotra, 2003). Many studies (Parker 2006, Van der Sluis et al. 
2004, Ferrerra and Lanjouw, 2001, Wagner, 2004, Mueller P, 2006, Shane, 2000, Casson 2003) were experiential that access to rural 
non-farm employment and income is primarily determined by factors like education and access to information. There is debate 
surrounding the link between education and entrepreneurship evidence suggests that entrepreneurs who are more highly educated obtain 
a higher return to education. Individuals with more experience and education are assumed to have a higher likelihood to enter self-
employment since they are better informed about profitable opportunities and are more likely to possess the necessary skills. Education 
can provide the skills necessary for self-employment, especially if such employment is vocational, as is often the case in India. 
Concerned about the Indian context, Lanjouw and Shyan Lal (1984) Sukhadeo Thorat and Nidhi Sadana Sabharwal (2006) Prasad (2006) 
Murthy (1996) Chandrashekar and Akash (2011) have strongly supported the role of education in determining access to non-farm 
activities.  
 

The key input and determinant of human capital for economies looking to move to upper-middle-income status is access to 
quality education. Education can equip a national workforce with the skills, knowledge, and creativity to compete in the knowledge-
based global economy (Erol Yayboke et.al 2017). Essential components of human capital are education, skills, health, and labour force 
participation. Measuring the availability and access to education and health infrastructure forms a vital dimension of human capital. For 
the paper, the link between education, skills and non-farm entrepreneurship was considered. The education component is about the 
knowledge status (literacy and the skills and availability of educational infrastructure.  Defining the non-farm entrepreneur, the study 
conceptualised the working class from Breman Jan (1994). The four broad social classes are the ‘labour elite’, the ‘petit bourgeoisie, 
the ‘sub-proletariat’, and the ‘pauper. Breman explained that ‘petty bourgeoisie’ are the owners of small-scale enterprises and specific 
categories of one-person firms such as self-employed craftsmen, retail traders, shopkeepers, moneylenders, labour recruiters, and 
contractors of piece-work or house industry. For the study, the ‘petty bourgeoisie are those non-farm entrepreneurship schemes grounded 
by the Andhra Pradesh government supported by SCSP.  
 
Human Capital – reviews  

Any country that aspires to innovation- and technology-driven economy must first look to the quality of its human capital, 
which absorbs and produces technological advances. Daniel F. Runde, Charles Rice and Erol Yayboke (2017). Measuring the availability 
and access to education and health infrastructure forms a vital dimension of human capital.  Lanjouw and Shariff (2004) have strongly 
supported the role of education in determining access to non-farm activities. Shyan Lal (1984) noticed that persons who have been able 
to attain high school or above go to non-traditional occupations. He finds among the Bhangis (SCs) who are unable to attain adequate 
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education are relegated to the lower-level occupations. Sukhadeo Thorat and Nidhi Sadana Sabharwal (2006) observes the concentration 
of the SCs in self-employment and casual labour was indicative of their low levels of educational attainment. Since the educational level 
of the SC workers was relatively low, they are usually employed in unskilled works such as petty self-employment activities and casual 
labour. Prasad's (2006) study summarizes being education is one of the most important instruments for social mobility, the lack of 
primary education centres and the non-allocation of enough funds for having retarded the growth of education among the Dalits. Murthy 
(1996) makes one more effort to describe SCs are a disadvantaged group. They have relatively little access to education. The inhibitions 
of the people of this social class leave them docile and generally less enterprising. This group may not share in the benefits that follow 
from the spread of certain non-agricultural activities. It is therefore plausible that SCs are relatively few in rural non-agricultural 
activities. 
 

There is debate surrounding the link between education and entrepreneurship (Parker 2006), evidence suggests that 
entrepreneurs who are more highly educated obtain a higher return to education (Van der Sluis et al. 2004). Evidence from some 
countries suggests that access to rural non-farm employment and income is primarily determined by factors like education, social capital, 
ethnicity and caste, gender, financial capital, physical infrastructure and access to information.  Education is crucial because many of 
the better-paid jobs in the rural non-farm (RNF) sector require formal schooling (Ferrerra and Lanjouw, 2001). Sukhadeo Thorat et al. 
(2006) in their study concluded that a lower share of the SC workers in self-employment activities in the rural non-farm sector indicates 
their poor access to capital an essential component in initiating business. Many authors assume that educated entrepreneurs are more 
likely to have endeavoured to introduce one or more types of innovation. Individuals with more experience and education are assumed 
to have a higher likelihood to enter self-employment since they are better informed about profitable opportunities and are more likely 
to possess the necessary skills (Wagner, 2004). Work and previous self-employment experience are more important than formal 
education for the likelihood of being a nascent entrepreneur (Mueller P, 2006). The decision to start a new venture is influenced by 
experience and prior knowledge (Shane, 2000). One of the best-documented findings of the self-employment literature is that education 
has definite effects on individuals' self-employment entrepreneurial decisions (Casson 2003). Education can provide the skills necessary 
for self-employment, especially if such employment is vocational, as is often the case in India.  
 
Methodology  

Reviews on human capital gave an insight that education plays a central role in economic and social transformation. Scheduled 
caste having better education and was literate are moving up and finds changes in the occupation from the traditional to modern either 
salaried or the self-employment. The study empirically examines how the human capital has supported the non-farm entrepreneurship 
among scheduled caste. The study examined the influence of human capital (education and skills) in successful non-farm 
entrepreneurship (NFE) in the backward (low literacy) and forward (high literacy) districts of the Andhra Pradesh State. The study 
empirically examined the economic benefit scheme namely SCSP (Scheduled Caste Sub Plan) promoted by the government for the 
economic benefit of Scheduled Caste (SC) downtrodden communities. The study has a 392 sample size of beneficiaries and non-
beneficiaries categorised into performers (successful in NFE) and non-performers (unsuccessful in NFE). Data is sourced from doctorate 
work titled Livelihood Transition and SCSP in Andhra Pradesh (Dr Manuvh, 2021). The study used logistic regression (Gujarati & 
Porter, 2009) where the dependent variable is defined over 392 Beneficiary, and non-beneficiary respondents. Independent variables are 
education in a number of years and skills. The study aims to identify the performance of Beneficiary and non-beneficiary non-Farm 
entrepreneurs.   
 

A binomial logistic regression (often referred to as logistic regression), predicts the probability (intervals of odds) that an 
observation falls into one of two categories of a dichotomous dependent variable based on one or more independent variables that can 
be either continuous or categorical. In the present model, the dependent variable is defined over 392 Beneficiary, and non-beneficiary 
respondents and independent variables are education in a number of years and skills. The study aims to identify the performance of 
Beneficiary and non-beneficiary non-Farm entrepreneurs. The study uses logistic regression (Gujarati & Porter, 2009). The final model 
can be written as: 

𝑌 = 𝐵 + 𝛽 𝑋 +𝜀  

In the above model, 𝑋  are all the independent variables and  𝛽  are respective coefficients of independent𝑋 . The basic 
logistic regression used for our study is  

𝒀𝒊 𝒀𝒊 =
𝟏

𝟎
= 𝑩𝟎 + 𝜷𝟏𝑿𝟏 + 𝜷𝟐𝑿𝟐 + 𝜷𝟑𝑿𝟑 + 𝜷𝟒𝑿𝟒 + 𝜺𝒊𝒋 
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In the above equation 𝒀𝒊 shows the performance of non-Farm entrepreneurs  𝑩𝟎 is the intercept, X1 is beneficiaries of non-
Farm entrepreneurs, X2 is the number of years of education, and X3, shows skills that the paper assumed it has a positive and significant 
effect on the performance of respondents.  The study also included the regional dummy variable in the model (forward and backwards) 
as an independent variable in our model. 𝜺𝒊𝒋 error term.  X4 shows the regional dummy variable in the above equation.  

 
Estimated results and discussions 

The estimated value from the logit regression shows the contribution of each independent variable to the model and its statistical 
significance. Dependent variables are to ascertain the effects of independent variables on the likelihood that these independent variables 
have influenced the dependent variable (Performers) in successful non-Farm Entrepreneurship and livelihood transition. The estimated 
results show that the dependent variable is defined as Performer=1 and non-performer=0. The probability coefficient of the estimated 
regression model is significant at p<0.01, ** p<0.05, * p<0.1. The number of observations in the model is 392.  
 

Table 7.3: Logistic Regression on the beneficiary and non-beneficiary respondents  

 
 

 
Coefficient  

Standard. 
Error 

 t-value  p-value 95% 
Conf 

 
Interval 

 Sig 

Beneficiary and Non-
Beneficiary 

1.606 0.677 2.37 0.018 0.279 2.932 ** 

Human 
capital 

Education in 
number of 
years 

0.128 0.053 2.42 0.016 0.024 0.232 ** 

 Skills 1.478 0.496 2.98 0.003 0.505 2.451 *** 

Region  Backward 
forward 

0.408 0.460 0.89 0.375 -0.493 1.309  

  Constant -5.967 1.036 -5.76 0.000 -7.998 -3.937 *** 

 

 Mean 
dependent var 

0.232 SD dependent 
var  

0.423     

 Pseudo r-
squared  

0.644 Number of 
obs 

392     

 Chi-square   273.440 Prob > chi2  0.000     

 Akaike crit. 
(AIC) 

173.373 Bayesian crit. 
(BIC) 

217.056     

*** p<0.01, ** p<0.05, * p<0.1 

 
Human Capital in terms of education in a number of years (p<0.0) and skills (p<0.01) has significantly influenced the 

Performers for the success of non-farm entrepreneurship.  Having long years of education has influenced the respondent's non-farm 
entrepreneurship positively significant.  It indicates that by having an education, Performers can make informed decisions. Respondents 
who possessed skills informed that they are also able to earn additional income by doing part-time jobs, for ex: electrical works, fitter, 
auto driving, they say, income earned from skill sources are utilized for investments, working capital for the NFE, and it reduced the 
household expenditure burden and were able to focus on their entrepreneurship. From this point of view, the study assumes that those 
who were successful in non-farm entrepreneurship, education and skills have strengthened their business communication and negotiation 
skills, the technicality of the business and therefore have built confidence in doing non-farm entrepreneurship successfully.  

 
The present logistic regression findings on human capital are in line with the findings of studies conducted by Wagner, (2004), 

Dahiwale S.M, (1989), Berna (1960), Headd (2003), Lanjouw and Shariff  (2004), Shyan Lal (1984), Sukhadeo Thorat & Nidhi Sadana 
Sabharwal (2006), Prasad (2006), and Casson, (2003), that individuals with more and modern education, having professional or 
vocational skills are assumed to have a higher likelihood to enter self-employment, have a positive effect on the survival of the business, 
can determine access to non-farm activities and non-traditional occupations since they are better informed about profitable opportunities. 
Further, the study finds there is no significant relationship between the performance of respondents’ non-farm entrepreneurship 
concerning regional dummy (forward and backwards).  
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Conclusions and Recommendations 
Statistics for both the beneficiary and the non-beneficiary respondents found that human capital (education levels and skills) 

favoured successful non-farm entrepreneurship. Having long years of education has influenced the respondent's non-farm 
entrepreneurship positively. It indicates that by having an education, Performers can make informed decisions. Perhaps education has 
strengthened the performer's communication and negotiation skills. The regression model shows the significance of the performance of 
Beneficiary and non-beneficiary non-Farm entrepreneurs (p<0.05) given their livelihood capitals. The model shows respondents with 
significant levels of human capital (education in a number of years (p<0.0) and skills (p<0.01), had led them to successful non-farm 
entrepreneurship and the livelihood transition.  The study assumes if SCSP promotes the non-farm entrepreneurship schemes for those 
SCs who have significant education, the success of the NFE would be high.   
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