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Impact of shocks to household non-farm businesses
Evidence from India
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Abstract

Non-farm business income is an important source for households in India. This paper
investigates impact of shocks to household’s nonfarm business revenue using nationally
representative data from India Human Development Survey (IHDS) conducted in 2004-
05 and 2011-12. Exploiting first differencing to eliminate household time-irrelevance
characteristics combined with states dummy variables to control all region's fixed effect,
the econometrics analyst reveals that on average shocks force household non-farm
business income to reduce by approximately 10%. In addition, this research tries to find
out whether remittance from household members or belonging to self-help group (SHG)
might alleviate this negative shock. However, we do not find any significant impact of
remittance or being a member of SHG relieve negative shock to household’s non-farm
business income.
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FEEE VR AL DI (Non-farm business income- LA NFI T#7) (X
R EEOFFHI L - T, EEREEIZ LT LTW5D, #ilZ1EL, Haggblade et
al. (2007)I3F & EETIE, FEHOBINADHFIZ, NFIBK 30% 05 45% % 5
DTG EHERF L TV 5, Reardon et al. (1998)i%. Fal DI AL TIL, NFIA
TIOT T, K32%. TT T A VAT, 8940%. 77U BT, 2%0
MR L T 5, Davis et al.(2007)1358 ik EETIX, FEFDOIUAIZ Z O NFI OF|
ENFEL, RESHATEY ., 612, FEFDEFEDPDDOILADLISMNT, Filik
HNTIL AR &2 ZERIEIC LT D, WFFEE ORI TIE, NFLIE— R 22 00 O ZEH)
EHET2%EN 2> T D EBEZ TS (Eliss, 2000) , £ OIS T, NFI
DERERREE, B EHS & oBE), BROHIE & FEFO well-being D[H] 12K
EREHNEFF>TNHEEZHND (Owusuetal, 2010) .
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NTWRWIMRIZSH D, FFHIMho s a v 7 IC#EE LZRIC, k2 fRE
HEIT, BEEHICHESTLI2MLERNH L0 LRV, Z£07H, b LbY
270, FitOXWZ~ A T AREELEZ 5L LTeb, Feld, FEHED
EVRACHEE T DBHMN L IeoTz b IFEREORTIIKT HEE B T2
WLTL%E S (Fatchamp, 1999) . ZOfER., >3 v ZIINFIIZ, HEEEL 5
ATWDEWVIFEEmICR D, — . Fitld, Ya vy 7DV X7 25 SE5 &
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LE9ETHZET, T 250b LivZely (Rosenzweig & Binswanger,
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TR FACE LBERPFEL TWVDL0 D 2T TV, Iz X, Jialu
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AInNFI; = X;1 By + f1shock; + State; + ; (D)
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BARERRENEE, FERENODOE TR RADIADMENE WS FERIZ/ZR > T
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# 1 HEHEHOFTEFEG &

EI EF% E| Std. Dev
InINC FEREETRANEDILAD log 0.79 1.31
shock exall = v 7 DX I —%EHK 0.41 0.49
person2005 2005 FEDFEF D A%k 5.71 2.54
child2005 2005 FEDFEH DO FHD A% 1.81 1.60
assets2005 2005 FEDFF OE pEKUE 18.29 5.62
educ2005 2005 FOFEI O E OB K 9.44 4.51
dperson 2005 = & 2011 DRI, Fito N DZEA -0.11 2.12
dchild 2005 4F & 2011 DT, FatoFko N p 24k -0.38 1.64
deduc 2005 4F & 2011 FOMIC, FrtOFEKAEDZEAL 1.01 3.28
gd TN TAVT T N—TIBT D8 I —EH 0.07 0.26
g5 s 7 NV—T7 1@ T 54 I —EHK 0.06 0.25
g6 TR N—TIRT DX I 0.15 0.36
g7 V=X VT N—T BT DL I B 0.13 0.33
g8 H—ANITN—T@T HH I —EK 0.20 0.14
g9 EIEB 7 — TR T % 4 I —EHK 0.03 0.17
remit 2005 K H 2 TTELD # X — 2K 0.52 0.50

AT - EF VR
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#2 NFLIZY 3 v 7 N5 2 5805

MNZZEEL AInNFI GERZEE VR A0 D OIAD LD B Ik%H4K)

(1) (2) (3) (4) (5)
VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5
shock exall -0.126%** -0.118%* -0.121%* -0.106** -0.103**
(0.0479) (0.0479) (0.0480) (0.0479) (0.0477)
person2005 0.0300%*** 0.0324** 0.0119 0.0177
(0.0107) (0.0146) (0.0153) (0.0156)
dperson 0.0768*** 0.0734%** 0.0610%*** 0.0496***
(0.0122) (0.0162) (0.0164) (0.0170)
child2005 -0.00517 0.0318 0.0235
(0.0261) (0.0271) (0.0277)
dchild 0.00664 0.0237 0.0352
(0.0238) (0.0242) (0.0244)
assets2005 0.0169*** 0.0293***
(0.00631) (0.00703)
educ2005 -0.0270%**
(0.00745)
deduc 0.00552
(0.00792)
Constant 0.840%** 0.675%** 0.673%** 0.355%** 0.360%**
(0.0341) (0.0692) (0.0701) (0.112) (0.112)
Observations 3,138 3,138 3,138 3,136 3,136
R-squared 0.054 0.067 0.067 0.074 0.081
State Fixed Effect Yes Yes Yes Yes Yes

Cluster- robust standard errors are reported in parenthesis (village as the cluster),
statistically significant at the 10% *, 5% ** and 1%*** level. The number of clusters is

1408.
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F3 1 EELEYa v I OHE

MNZZEEL AInNFI GERZEE VR A0 OIAD LD B Ik%H4K)

(1) (2) (3) 4) (5)
VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5
shock exall -0.127%** -0.121%* -0.123%* -0.106** -0.104**
(0.0490) (0.0491) (0.0492) (0.0492) (0.0490)
remit 0.0795 0.0667 0.0667 0.0623 0.0497
(0.165) (0.160) (0.161) (0.158) (0.161)
remit_shock 0.0228 0.0409 0.0408 0.00718 0.00914
(0.270) (0.260) (0.260) (0.261) (0.263)
person2005 0.0300%*** 0.0326** 0.0121 0.0178
(0.0107) (0.0146) (0.0154) (0.0156)
dperson 0.0768*** 0.0734%** 0.061 1*** 0.0497***
(0.0122) (0.0162) (0.0164) (0.0170)
child2005 -0.00536 0.0316 0.0233
(0.0261) (0.0271) (0.0277)
dchild 0.00646 0.0235 0.0350
(0.0238) (0.0242) (0.0244)
assets2005 0.0170%** 0.0293***
(0.00632) (0.00704)
educ2005 -0.0269%**
(0.00745)
deduc 0.00552
(0.00793)
Constant 0.837%** 0.673%** 0.671%** 0.353%** 0.357%**
(0.0346) (0.0696) (0.0704) (0.112) (0.112)
Observations 3,138 3,138 3,138 3,136 3,136
R-squared 0.054 0.067 0.067 0.075 0.081
State Fixed Effect Yes Yes Yes Yes Yes

Cluster- robust standard errors are reported in parenthesis (village as the cluster),
statistically significant at the 10% *, 5% ** and 1%*** level. The number of clusters is

1408.

14



Fa4: BTNV T L—TOFEE T a v 7 OBhE

MNTZEEL AInNFI (GEREZEE U A0 O DAL O B Ik%H 5K

(1) (2) (3) 4) (5)
VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5
shock exall -0.126** -0.119%* -0.121%* -0.106** -0.104%*
(0.0498) (0.0498) (0.0497) (0.0496) (0.0493)
g4 0.0242 0.0443 0.0467 0.0794 0.0654
(0.144) (0.143) (0.143) (0.143) (0.142)
g4 shock -0.0168 -0.0209 -0.0246 -0.0300 -0.0161
(0.187) (0.186) (0.186) (0.186) (0.186)
person2005 0.0298%*** 0.0324%** 0.0117 0.0175
(0.0107) (0.0146) (0.0154) (0.0157)
dperson 0.0774%** 0.0738*** 0.0614*** 0.0500%**
(0.0122) (0.0162) (0.0164) (0.0171)
child2005 -0.00542 0.0320 0.0238
(0.0261) (0.0272) (0.0278)
dchild 0.00679 0.0242 0.0356
(0.0239) (0.0242) (0.0245)
assets2005 0.0173%** 0.0295%**
(0.00630) (0.00702)
educ2005 -0.0269%**
(0.00746)
deduc 0.00544
(0.00791)
Constant 0.838*** 0.673%** 0.671%** 0.346%** 0.351%**
(0.0348) (0.0697) (0.0704) (0.112) (0.112)
Observations 3,131 3,131 3,131 3,129 3,129
R-squared 0.054 0.067 0.067 0.075 0.081
State Fixed Effect Yes Yes Yes Yes Yes

Cluster- robust standard errors are reported in parenthesis (village as the cluster),
statistically significant at the 10% *, 5% ** and 1%*** level. The number of clusters is

1408.

15



%5 W/ N—T DR E Y a v 7 ORR

MNTZEEL AInNFI GEREZEE U A0 O DAL O B Ik%H %)

(1) (2) (3) (4) (5)
VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5
shock exall -0.135%** -0.126** -0.128%* -0.112%* -0.111%*
(0.0501) (0.0500) (0.0501) (0.0500) (0.0498)
g5 -0.0475 -0.0391 -0.0412 -0.0485 -0.0583
(0.131) (0.129) (0.129) (0.131) (0.131)
g5 shock 0.136 0.0985 0.101 0.0942 0.122
(0.182) (0.181) (0.181) (0.182) (0.181)
person2005 0.0295%** 0.0322%** 0.0118 0.0177
(0.0107) (0.0146) (0.0154) (0.0156)
dperson 0.0770%** 0.0737*** 0.0613*** 0.0499%**
(0.0122) (0.0162) (0.0164) (0.0170)
child2005 -0.00583 0.0313 0.0227
(0.0261) (0.0272) (0.0278)
dchild 0.00634 0.0236 0.0350
(0.0239) (0.0243) (0.0245)
assets2005 0.0169*** 0.0294***
(0.00631) (0.00703)
educ2005 -0.0273%**
(0.00745)
deduc 0.00531
(0.00792)
Constant 0.842%*%* 0.679%** 0.677%** 0.360%** 0.365%**
(0.0351) (0.0697) (0.0705) (0.113) (0.113)
Observations 3,129 3,129 3,129 3,127 3,127
R-squared 0.054 0.067 0.067 0.075 0.081
State Fixed Effect Yes Yes Yes Yes Yes

Cluster- robust standard errors are reported in parenthesis (village as the cluster),
statistically significant at the 10% *, 5% ** and 1%*** level. The number of clusters is

1408.

16



X6 BEIN—TOREE Y a v DR

MNZZEEL AInNFI GEREZEE VR A0 OIAD LD B Ik%H4K)

(1) (2) (3) 4) (5)
VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5
shock exall -0.135%** -0.125%* -0.128%* -0.114%* -0.110%*
(0.0521) (0.0520) (0.0521) (0.0519) (0.0517)
g6 -0.0546 -0.0554 -0.0566 -0.0658 -0.0494
(0.102) (0.102) (0.102) (0.102) (0.102)
g6_shock 0.0542 0.0410 0.0413 0.0538 0.0427
(0.129) (0.129) (0.130) (0.131) (0.130)
person2005 0.0302%** 0.0328** 0.0123 0.0179
(0.0107) (0.0147) (0.0154) (0.0157)
dperson 0.0772%** 0.0737*** 0.0612%** 0.0498***
(0.0122) (0.0162) (0.0164) (0.0171)
child2005 -0.00554 0.0316 0.0235
(0.0262) (0.0272) (0.0278)
dchild 0.00680 0.0240 0.0355
(0.0238) (0.0242) (0.0245)
assets2005 0.0169*** 0.0292%**
(0.00631) (0.00705)
educ2005 -0.0268%**
(0.00747)
deduc 0.00552
(0.00791)
Constant 0.848%** 0.682%** 0.680%** 0.363%** 0.365%**
(0.0358) (0.0695) (0.0702) (0.113) (0.113)
Observations 3,131 3,131 3,131 3,129 3,129
R-squared 0.054 0.067 0.067 0.075 0.081
State Fixed Effect Yes Yes Yes Yes Yes

Cluster- robust standard errors are reported in parenthesis (village as the cluster),

statistically significant at the 10% *, 5% ** and 1%*** level. The number of clusters is

1408.

17



RT V=X VI N—TOFEE T g v 7 DOEE

MNZZEEL AInNFI GEREZEE VR A0 OIAD LD B Ik%H4K)

(1) (2) (3) 4) (5)
VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5
shock exall -0.140%** -0.129%* -0.131%* -0.115%* -0.111%*
(0.0517) (0.0517) (0.0518) (0.0516) (0.0514)
g7 -0.0335 -0.0240 -0.0241 -0.0168 -0.00525
(0.103) (0.103) (0.103) (0.103) (0.102)
g7 shock 0.0981 0.0685 0.0689 0.0607 0.0526
(0.138) (0.139) (0.139) (0.140) (0.139)
person2005 0.0298%*** 0.0323** 0.0117 0.0175
(0.0107) (0.0146) (0.0154) (0.0157)
dperson 0.0770%** 0.0735%** 0.0611%** 0.0497%**
(0.0123) (0.0162) (0.0165) (0.0171)
child2005 -0.00515 0.0319 0.0236
(0.0261) (0.0272) (0.0278)
dchild 0.00687 0.0240 0.0355
(0.0238) (0.0242) (0.0245)
assets2005 0.0169*** 0.0293***
(0.00632) (0.00705)
educ2005 -0.0270%**
(0.00747)
deduc 0.00549
(0.00791)
Constant 0.844%** 0.679%** 0.677%** 0.358%** 0.361%**
(0.0359) (0.0701) (0.0707) (0.113) (0.113)
Observations 3,131 3,131 3,131 3,129 3,129
R-squared 0.054 0.067 0.067 0.075 0.081
State Fixed Effect Yes Yes Yes Yes Yes

Cluster- robust standard errors are reported in parenthesis (village as the cluster),
statistically significant at the 10% *, 5% ** and 1%*** level. The number of clusters is

1408.

18



T8 H—A NI N—TDOFTEE Y 3 v 7 DOFhE

MNZZEEL AInNFI GEREZEE VR A0 OIAD LD B Ik%H4K)

(1) (2) (3) 4) (5)
VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5
shock exall -0.122%* -0.116%* -0.118%* -0.103%* -0.100%*
(0.0483) (0.0483) (0.0484) (0.0484) (0.0481)
g8 -0.0182 -0.00616 -0.00589 -0.0356 -0.0333
(0.193) (0.196) (0.195) (0.196) (0.200)
g8 shock -0.255 -0.241 -0.236 -0.201 -0.190
(0.357) (0.353) (0.354) (0.353) (0.353)
person2005 0.0299%*** 0.0325%* 0.0119 0.0176
(0.0107) (0.0146) (0.0154) (0.0156)
dperson 0.0770%** 0.0740%** 0.0615%** 0.0500%**
(0.0122) (0.0162) (0.0164) (0.0171)
child2005 -0.00548 0.0317 0.0236
(0.0261) (0.0272) (0.0278)
dchild 0.00589 0.0231 0.0348
(0.0239) (0.0243) (0.0246)
assets2005 0.0170%** 0.0293***
(0.00631) (0.00704)
educ2005 -0.0269%**
(0.00746)
deduc 0.00564
(0.00793)
Constant 0.840%** 0.675%** 0.673%** 0.355%** 0.359%**
(0.0345) (0.0695) (0.0703) (0.112) (0.112)
Observations 3,131 3,131 3,131 3,129 3,129
R-squared 0.054 0.067 0.067 0.075 0.081
State Fixed Effect Yes Yes Yes Yes Yes

Cluster- robust standard errors are reported in parenthesis (village as the cluster),
statistically significant at the 10% *, 5% ** and 1%*** level. The number of clusters is

1408.

19



#£9 :BRERIL—TOFHBEY 3 v T ORE

MNZZEEL AInNFI GEREZEE VR A0 OIAD LD B Ik%H4K)

(1) (2) (3) 4) (5)
VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5
shock exall -0.138%*** -0.13*** -0.133%%* -0.118** -0.116**
(0.0489) (0.0488) (0.0488) (0.0488) (0.0485)
29 -0.259 -0.251 -0.253 -0.230 -0.233
(0.167) (0.166) (0.166) (0.165) (0.159)
g9 shock 0.401 0.407 0.406 0.392 0.436%*
(0.258) (0.257) (0.258) (0.255) (0.255)
person2005 0.0296*** 0.0322%** 0.0117 0.0174
(0.0106) (0.0146) (0.0154) (0.0157)
dperson 0.0770%** 0.0737*** 0.0613*** 0.0496***
(0.0122) (0.0162) (0.0164) (0.0171)
child2005 -0.00536 0.0316 0.0234
(0.0262) (0.0273) (0.0279)
dchild 0.00643 0.0236 0.0354
(0.0239) (0.0243) (0.0245)
assets2005 0.0165%** 0.0291 ***
(0.00631) (0.00704)
educ2005 -0.0275%**
(0.00746)
deduc 0.00565
(0.00794)
Constant 0.847%** 0.684*** 0.682%** 0.368%** 0.373%**
(0.0347) (0.0695) (0.0703) (0.112) (0.112)
Observations 3,126 3,126 3,126 3,124 3,124
R-squared 0.054 0.067 0.067 0.075 0.081
HH Fixed Effect Yes Yes Yes Yes Yes
State Fixed Effect Yes Yes Yes Yes Yes

Cluster- robust standard errors are reported in parenthesis (village as the cluster),
statistically significant at the 10% *, 5% ** and 1%*** level. The number of clusters is

1408.
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