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Abstract:

Agriculture remains a cornerstone of India’s economy, sustaining livelihoods and supporting
macroeconomic stability, even as industrial and service sectors expand. Despite a declining share in GDP,
it continues to employ a substantial proportion of the population. This study investigates the contribution of
agriculture to employment generation and economic stability in India, drawing on secondary sources such
as the Economic Survey of India, PLFS, NSSO, RBI, World Bank, and FAO. Findings highlight direct
employment in cultivation and farm labour, indirect opportunities through allied sectors including dairy,
fisheries, horticulture, and agro-processing, and the sector’s capacity to absorb seasonal and surplus
labour. Agriculture enhances economic stability by ensuring food availability, moderating price volatility,
sustaining rural incomes, and supporting aggregate demand. Persistent challenges, including low
productivity, climate dependence, disguised unemployment, and market inefficiencies, constrain its
potential. Policy interventions promoting modern technology adoption, crop and sector diversification,
improved market access, and social protection mechanisms are essential to strengthen agriculture’s role in
inclusive employment generation and economic resilience. The analysis underscores the importance of
strategic measures to modernize agriculture while safeguarding rural livelihoods and macroeconomic
stability.
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Introduction: The country’s growing labour force

Historically, agriculture has been integral
to India’s economy, providing sustenance,
employment, and the foundation for rural
livelihoods. In early development phases, it not
only supplied income to the majority of the
population  but also facilitated capital
accumulation for industrial growth (Johnston &
Mellor, 1961). Although the relative contribution
of agriculture to GDP has declined due to
industrialization and service sector expansion,
nearly half of India’s workforce remains engaged

in agricultural activities (NSO, 2023).

intensifies pressure on employment opportunities.
Industrial and service sectors alone cannot absorb
the surplus workforce migrating from agriculture,
rendering the sector a crucial employment buffer.
Agriculture mitigates unemployment during
economic slowdowns and contributes to price
stability, rural income support, and aggregate
demand, thereby stabilizing the economy. This
study examines the multifaceted role of
agriculture in generating employment, supporting
allied sectors, and reinforcing economic stability,
providing insights for policies aimed at inclusive

growth and rural development.
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Literature Review:

Development  economics has long
recognized agriculture as a surplus-generating
sector capable of sustaining labour and providing
capital for industrialization (Lewis, 1954).
Empirical studies indicate that agricultural growth
more effectively reduces poverty than growth in
non-agricultural sectors due to its direct impact on
rural incomes (Datt & Ravallion, 2011). Recent
research  emphasizes agriculture’s  broader
contributions, encompassing employment
generation, food security, price stabilization, and
socio-economic resilience (Gulati & Saini, 2016).

Most studies analyze employment and
economic stability separately. This paper
integrates these dimensions, combining classical
and contemporary insights to provide a holistic
understanding  of  agriculture’s  continuing

significance in India.

Research Objectives:

e Examine agriculture’s role in employment
generation in India.

e Assess its contribution to economic stability.

e Evaluate the importance of allied agricultural
activities for job creation.

e Identify challenges facing the sector.

e Recommend policy measures to strengthen

agriculture’s role in inclusive growth.

Research Methodology:

A descriptive and analytical approach is
adopted, relying on secondary data from the
Economic Survey of India (2022-24), PLFS,
NSSO employment surveys, RBI, World Bank,
and FAO. Employment trends, agricultural
performance indicators, and economic stability
metrics were analysed using percentages,
comparative evaluation, and trend analysis. This
methodology enables identification of the sector’s

role in employment, its stabilizing function, and

key challenges, facilitating evidence-based policy
recommendations.

Role of Agriculture in Employment
Generation:

Direct Employment:

Agriculture remains India’s largest
employer, encompassing cultivators, small and
marginal farmers, agricultural labourers, and
tenant farmers. Labour-intensive practices are
prevalent in small holdings and rain-fed regions,
maintaining high employment intensity.

Indirect and Allied Employment:

Employment extends beyond cultivation
into allied sectors such as dairy, fisheries, poultry,
horticulture, and  sericulture. = Agro-based
industries including food processing, storage,
transport, and marketing further expand rural job
opportunities. The sector stimulates non-farm
rural employment through backward and forward
linkages, generating demand for inputs, services,
and machinery.

Seasonal and Disguised Employment:

Agriculture exhibits seasonal patterns and
disguised unemployment, with low per capita
productivity. Nonetheless, it acts as an
employment  absorber  during  economic
slowdowns, offering fall back employment when

formal sector opportunities are limited.

Agriculture and Economic Stability:
Food Security:

Consistent production of staple and high-
value crops ensures food availability and
moderates price inflation, safeguarding low-
income households and contributing to
macroeconomic stability.

Price Stabilization:

Agricultural output stabilizes food prices,
controlling overall inflation. Conversely, crop
failures trigger price spikes, emphasizing the need
for reliable production and storage mechanisms.
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Rural Income and Aggregate Demand:

Agriculture  sustains rural  incomes
through wages and allied activities. Rural
consumption  drives  aggregate  demand,
supporting industrial and service sectors and
creating multiplier effects.

Resilience During Economic Shocks:

During events like demonetization (2016)
and the COVID-19 pandemic, agriculture
maintained positive growth, absorbed returning
migrant workers, and mitigated unemployment
surges (RBI, 2023). This demonstrates its critical

stabilizing function during economic disruptions.

Challenges Facing Indian Agriculture :
Low Productivity: Fragmented landholdings and
uneven technology adoption constrain yields.
Climate Dependence: Monsoon reliance and
extreme weather events threaten production
stability.
Disguised Unemployment: Underemployment
reduces per capita productivity and income.
Market Constraints: Inefficient supply chains,
inadequate storage, and price volatility limit
economic gains.

These challenges hinder agriculture’s
capacity to generate employment and stabilize the

economy effectively.

Policy Implications and Recommendations:
Enhancing Productivity: Modern technology
adoption, precision farming, improved irrigation,
and drought-resistant varieties can increase
output.

Promoting Diversification: Cultivation of high-
value crops, horticulture, livestock, and allied
activities can enhance income and employment
opportunities.
Strengthening  Market  Access: Digital
platforms, efficient supply chains, contract
farming, and Farmer Producer Organizations

(FPOs) can improve price realization.

Social Protection and Skill Development: Rural
skill development programs and safety nets can
reduce disguised unemployment and facilitate
alternative employment opportunities.
Comprehensive policy measures are
essential to bolster agriculture’s employment-
generating capacity and reinforce economic

resilience, ensuring inclusive rural development.

Conclusion:

Agriculture remains a vital component of
India’s economy, sustaining rural livelihoods,
stabilizing food prices, and absorbing surplus
labour during economic slowdowns. Its declining
GDP share belies its socio-economic importance,
particularly in rural regions. Challenges such as
low productivity, climate vulnerability, disguised
unemployment, and market inefficiencies limit its
full potential.  Strategic interventions in
technology, diversification, market linkages, and
social protection are critical for enhancing
employment opportunities and economic stability.
Modernizing agriculture and implementing
evidence-based policies will reinforce its role as a
stabilizing force, promoting inclusive growth,
rural development, and macroeconomic resilience

in India.
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