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Abstract 

India's agricultural sector remains central to the livelihoods of millions, engaging 46 percent 

of the workforce and contributing to rural sustainability (PLFS 2023-24). The sector’s Average 

Annual Growth Rate (AAGR) was 4.02 percent during Financial Year 2014-15 FY (15) to FY (25), 

compared to overall GDP growth of 6.05 percent. However, the estimated level of income of 

an average agri-household remains quite low at INR 19,696 in 2024-25, adjusting the income 

from Situation Assessment Survey (SAS) 2018-19, National Sample Survey data at current 

level. One of the major factors behind the low level of agri-household’s income is the small 

holding size (average holding size 1.08 hectares as per Agriculture census, 2015-16) and lack 

of resource endowment. This level of income cannot generate enough demand for non-

agricultural goods and services, and provide impetus for overall GDP growth on a sustained 

basis. This underscores the need to augment farmers' income for inclusive and sustained 

development. In this context, this policy brief looks at the level and composition of agri-

households’ incomes, and analyses the factors that can augment their incomes. Regression 

results of SAS unit level data shows that farmers with livestock have 86.2 percent higher 

incomes than those without any livestock. Further, evidence suggests that farmers who 

allocate a greater share of their gross cropped area (GCA) to horticulture crops experience 

significantly higher incomes than those with minimal diversification. Farmers with less than 6 

percent of their land under horticulture, the national average, serve as the baseline. In 

comparison to that, those who have higher area under horticulture (6–23 percent of GCA) 

earn approximately 25 percent higher incomes. Income gains continue to rise with greater 

diversification towards horticulture: farmers with 23-40 percent of their area under 

horticulture earn 44 percent more, while those exceeding 40 percent report an average 

income increase of 56 percent compared to the baseline. This upward trend highlights how 

diversifying into high-value horticulture crops can substantially boost farm incomes. 

In the backdrop of these findings, our policy recommendation is to rationalise the budget for 

agriculture sector as a whole, and allocate more resources towards livestock and horticulture. 

Along with budgetary re-allocation, we also recommend strengthening the value chains of 

livestock and horticulture products as they are perishable and carry higher market risk than 

the staple crops. Here the private sector needs to be roped-in to build more efficient and 

inclusive value chains. But the public policy has to create an enabling environment for 

expanding alternative marketing channels like farmer producer organisations (FPOs), 

promoting logistics (roads, transportation, storage infrastructure, etc), and agro-processing 

in rural areas, etc. Finally, targeted skill formation through designed training, vocational 

programmes, and extension support in high-value horticulture and livestock can consequently 

bridge the education gap, permitting even small and marginal farmers to partake in and 

benefit from these income-augmenting prospects.  
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Augmenting Income of Farmers in India 

Ranjana Roy, Raya Das, and Ashok Gulati 

1. Introduction 

India’s economic resilience is intensely tied to the performance of its agriculture sector.  With 

nearly two-thirds of the population still living in rural areas and about 46 percent of the 

workforce engaged in agriculture (PLFS 2023–24), the economic situation of farmers is 

fundamental to inclusive development. Agriculture GDP has grown at 4.02 percent per annum 

during 2014-15 to 2024-25, while overall GDP growth has been 6.05 percent during the same 

period. Though this growth rate has been quite respectable to feed the large and growing 

Indian population, especially with basic staples, yet the level of income of an average agri-

household remains quite low (INR 19,696, in 2024-25 adjusting the income from SAS 2018-19 

data at current level). This low level of income, with an average holding size of about 1.08 

hectare (Agriculture census 2015-16), does not give enough impetus to the demand for non-

agriculture products and services. Hence, our manufacturing growth is often hit by ‘demand 

constraints’.  

In light of the low levels of farm incomes, this study investigates the core factors influencing 

farmers’ earnings. The study explores how diversification towards high value agriculture 

(livestock and horticulture), stronger value chains, and institutional reforms can contribute to 

boosting agricultural incomes and fostering long-term, sustainable growth in the sector. 

The study examines the income levels and consumption expenditure of agricultural 

households to gain an understanding of their economic well-being. To evaluate consumption 

patterns, the report analyses consumer expenditure among agricultural households across 

decile groups using unit level data from the Household Consumption Expenditure Survey 

(HCES, 2022–23). To estimate the current income levels of agricultural households, the study 

updates the 2018–19 income data from the Situation Assessment Survey (SAS) by adjusting it 

for real agricultural growth up to 2024-25 and adjusting for inflation using Consumer Price 

Index for Agricultural Labourers (CPI-AL) data. The policy brief also identifies key 

determinants of farmers’ income through a log-log ordinary least squares (OLS) regression 

model. 

2. Economic Situation of Agricultural Households 

To understand livelihood sustainability of agricultural households, one needs to look at 

income and consumption pattern of farmers. 
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2.1 Monthly Per capita Consumption Expenditure (MPCE) across Decile Classes for Rural 

and Agricultural Households 

On the consumption side, the MPCE data of 2022-23 HCES reveals a clear rural-urban divide: 

while an average urban Indian spends INR 4,534 per month, rural spending drops to INR 

3,773—and further to INR 3,701 for self-employed agricultural households (Figure 1). This low 

level of consumption in rural areas reflects low incomes in rural India, predominantly among 

farming households. Consistent low returns, rising input costs, fragmented and small 

landholdings, and inadequate irrigation constrain farm incomes and spending capacity, with 

the load falling hardest on the poorest decile classes. State-wise variations in consumption 

expenditure among agricultural households are stark, with higher MPCE in southern and 

northern states like Kerala, Punjab, and Haryana—driven by either high-value crops as in 

Kerala or high productivity and strong procurement systems, as in Punjab-Haryana, —

contrasting sharply with much lower spending in eastern and central-western states (HCES, 

2022-23). 

Figure 1: Mean MPCE (in INR) across Decile Class, 2022-23 

Source: Unit level data HCES, 2022-23 

To estimate current income levels of agricultural households, 2018–19 SAS data was projected 

to 2024-25 using real agricultural GDP growth, which averaged 4.72 percent annually since 

2018-19, and adjusting it for inflation and payments under Pradhan Mantri Kisan Samman 

Nidhi (PM-KISAN)1. Based on this, the estimated all-India average monthly income of 

agricultural households in 2024-25 is INR19,6962 (Figure 2). The income estimate derived from 

the consumption-based approach also amounts to INR20,834, aligning closely with the range 

obtained through the previous methodology. However, there are distinct interstate disparities 

 
1  An alternative methodology estimates the monthly income of agricultural households for 2024–25 at INR20,834 by calculating 

consumption expenditure from the HCES 2022–23 data, adding a 6.8 percent rural savings rate (as reported in AIDIS 2018–19), and 
adjusting the total for inflation. 

2  Adjusting for PM-KISAN. 
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that echo underlying differences in cropping practices, holding sizes, state support, and 

market access. In 2018–19, farmers in Meghalaya reported the highest average monthly 

income at INR29,348 which was 187 percent higher than national average, followed by those 

in Punjab (INR26,701) and Haryana (INR22,841) which were 161percent and 123 percent 

higher than all-India average respectively. In contrast, farmers in the eastern states recorded 

the lowest income levels during the same period. In Jharkhand, Odisha, and West Bengal 

incomes remained 52 percent, 50 percent, and 33.8 percent lower than all-India average 

respectively (Figure 3). 

Figure 2: Average Income of Agricultural Households in India (INR) 

Note: The nominal income is given for the year under consideration, while real incomes are calculated 

at 2024-25 prices to make them comparable. 

Source: Estimated by authors from Situation Assessment Survey 

Figure 3: Relative Differences of State Income in Comparison to National Income among 

Agricultural Households , 2018-19 

Source: Authors’ estimation using SAS, 2018-19, MoSPI  
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2.2 Different Components of Farmers’ Income  

Next, the study draws on the SAS 2018-19 to examine the composition of income among 

agricultural households, segmented into cultivation, livestock, wages and salaries, non-farm 

activities, and leasing out land. For uniformity with earlier surveys, rental income from land 

leasing is excluded from the analysis. 

Over time, the share of income from cultivation has declined—from 46 percent in 2002-03 to 

38 percent in 2018-19—while livestock income has grown significantly, rising from 4 percent 

to 16 percent. Wage and salary income has fluctuated, dropping between 2002-03 and 2012-

13 before rebounding to 40 percent in 2018-19 (Figure 4). Especially, within this share, about 

22 percentage points are derived from wages earned through employment on the fields of 

other farmers. This dependence on wage labour is even more distinct among marginal (31 

percent) farmers, emphasizing their greater reliance on casual agricultural employment for 

livelihood. These shifts often reflect broader economic and environmental factors, such as 

droughts or rural employment changes. For instance, the spike in wage income during 2002-

03 coincided with a major drought, pushing farmers into temporary non-farm work. 

Figure 4: Composition of Income of Agricultural Households, 2002-03 to 2018-193 

Source: SAS various years 

Income patterns vary extensively by landholding size. Marginal farmers rely heavily on wages 

and livestock, which together account for more than half of their incomes. In contrast, large 

farmers earn nearly 72 percent of their income from crop cultivation, with minimal 

dependence on wage income. In fact, most of them engage labour (marginal farmers or 

landless labour) for the cultivation of their crops and make wage payments. This highlights 

the vulnerability of smallholders who must expand income from such sources that can give 

them higher wages or higher incomes such as from livestock and horticulture. (Figure 5). 

 
3  2018-19 estimates exclude “income from leasing out of land” to make it comparable with previous rounds. 
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Figure 5: Income Distribution Across Landholding Sizes, 2018-194 

Source: SAS, 2018-19 

To assess the challenges facing Indian farmers, the study classifies key factors of farm income 

using a log-log OLS model, where coefficients indicate income elasticities. Factors such as 

diversification into high-value crops and livestock, access to technology, and market 

connectivity are studied. This analysis helps to identify targeted policies to strengthen farmer 

livelihoods and promote sustainable agricultural growth. 

2.3 Determinants of Farmers’ Income 

The model takes the form: 

Yₜ = α + βXₜ + μₜ, 

where Yₜ is the log of income and Xₜ represents a set of explanatory variables. The analysis 

incorporates socio-economic, technological, and policy-related factors. Based on SAS 2018–

19 household level data, the results (Table 1) highlight that livestock income, crop 

diversification, level of education, area operated, irrigation intensity, and access to alternative 

marketing channel like FPO significantly influence income level of farmers. 

  

 
4  Status of work includes worked in household enterprise (self-employed): own account worker, employer, worked as helper in household 

enterprise (unpaid family worker); worked as regular salaried/ wage employee, worked as casual wage labour: in public works other than 
MGNREG works, in MGNREG works, in other types of work. The task of separating “wages” and “salaries” is based on principal activity 
status of agricultural households.  
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Table 1: Determinants of Farmers' Income  

Dependent Variable: Ln income Coefficients Robust Stand Error 

Irrigation intensity in percent 0.08*** 0.003 

Ln area operated  0.161** 0.006 

Secondary education dummy (yes=1, no=0) 0.570*** 0.016 

Degree of Crop Diversification (Reference category <Mean)5 

Mean to (Mean + 1SD) 0.252*** 0.031 

(Mean + 1 SD) to (Mean +2SD) 0.445*** 0.040 

> (Mean +2SD) 0.559*** 0.033 

Any income from livestock dummy (yes=1, no=0) 0.862*** 0.016 

FPO (yes=1, no=0) 0.169** 0.037 

Constant 7.54*** 0.017 

Number of Observations=44,586 

F (8, 44577) =809.01 

Prob>F=0.000 

 

Root MSE=1.5023 

Source: Unit level data of SAS, NSS 2018-19 

The regression analysis underscores the positive impact of diversification on agricultural 

incomes6. Farmers engaged in non-crop activities such as dairy, poultry, and fisheries earn 

86.2 percent more than those exclusively dependent on crop cultivation. Livestock serves as 

a critical supplementary income source and offers a buffer against agricultural shocks. 

Realizing its full potential requires wide-ranging government support, including access to 

affordable credit, quality livestock and feed, veterinary services, and strengthened animal 

healthcare systems. 

Diversification into horticultural crops is positively associated with higher farm incomes. 

Farmers with a higher share of area under horticulture crops tend to earn significantly more 

than those with limited diversification towards horticulture. Compared to farmers whose area 

under horticulture is below the national mean of 6 percent of GCA, those moderately 

diversified —cultivating horticulture on 6 to 23 percent of their operational land (mean +1 

SD)—earn on average 25 percent higher incomes. As the degree of diversification towards 

 
5  Crop diversification is estimated by taking the share of area under horticulture crops (fruits, vegetables, flowers, and spices) as a share of 

total area. On an average 6 percent of total area is under horticulture at national level in 2018-19. To assess the potential impact of 
enhanced diversification on farm incomes, a sensitivity analysis is conducted. This involves examining variations in farmers’ income 
associated with incremental increases in the area under horticulture. The analysis stratifies the sample into different tiers based on the 
deviation from the national mean: 
Farmers with area under horticulture below the mean, Farmers with area between (mean + 1 standard deviation) and (mean + 2 standard 
deviations), 
Farmers with area exceeding (mean + 2 standard deviations). 

6  This explanatory variable reflects production choices determining the cropping pattern, rather than income-driven diversification. Since 
income in the analysis is realized after production decisions are made within the agricultural season, the direction of causality runs from 
crop choice (including high-value diversification) to income generation. 
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horticulture crops increases, so do the income gains: farmers with 23 to 40 percent of their 

area under horticulture (mean +1SD to mean +2SD) earn 44 percent more, while those with 

greater than 40 percent area under horticulture crops (greater than mean +2SD) earn an 

impressive 56 percent higher income on average. This gradient underscore the impact crop 

diversification into high-value horticulture on farm income enhancement. On an average 

these three categories have share of 13 percent, 30 percent, and 64 percent of GCA under 

horticulture crops, respectively, whereas the average share of area under horticulture crops 

for reference category is less than 1 percent of GCA. These results underscore the substantial 

income gains associated with increased diversification toward horticultural crops. These crops 

benefit from higher market demand and prices, though they are vulnerable to climatic risks.  

The analysis shows that a 1 percent increase in irrigation coverage leads to 8 percent rise in 

farm income, stressing the need to expand micro-irrigation infrastructure to support high-

value crop production. 

Human capital also plays a significant role. Farmers with education above the secondary level 

earn 57 percent more than those with lower educational attainment, reflecting improved 

capacity to adopt modern agricultural practices, make informed decisions, and engage with 

markets and institutions. The results indicate that FPO membership leads to 16.9 percent 

increase in income, due to collective bargaining, reduced input costs, improved price 

realization, and better access to institutional and market support (Gulati and Das, 2025). 

3. Key Policy Recommendations to Enhance Farmers’ Income 

3.1 Diversification from crop agriculture to non-crop agriculture 

The study reveals a significant rise in income from the livestock sector among agricultural 

households. The latest SAS data also shows farming households with livestock income (dairy, 

poultry or inland fisheries) earn on an average INR 11,532, compared to INR 7,961 for those 

without at 2018-19 level. These findings suggest that the potential for increasing farmers’ 

incomes lie primarily in the livestock sector. The market for these products is demand-driven, 

and a significant portion of their marketing occurs outside Agricultural Produce Market 

Committee (APMC) mandis. This trend will strengthen in the future as income rises and 

dietary preferences diversify towards high-value food products.  

The share of the central budgetary allocation to animal husbandry (INR0.048 trillion) and 

fishery (INR0.027 trillion) is miniscule which constitute 2.35 percent of total allocation to 

Agriculture and Allied sector including fertilizer subsidy in FY26. This needs to be scaled up as 

major share of income is going to come from this sector in the coming years. Technologies 

including assisted reproductive techniques (such as artificial sex-sorted semen), hydroponic 

methods for cultivating green fodder, the creation of hybrid fodder varieties, etc., should be 

adopted. These advancements are designed to streamline the dairy value chain by lowering 

production costs while boosting milk yields, thereby providing substantial support to 
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smallholder farmers. Encouraging private sector investment in building efficient value chains 

through a cluster-based approach is needed. Addressing the environmental footprint of 

rapidly expanding poultry farms—including waste disposal, rendering material management, 

and food safety challenges—requires enhanced infrastructure, stringent regulatory oversight, 

and the integration of large hatcheries with small-scale farmers to ensure sustainable growth 

of the sector. Government’s role lies in providing affordable credit and subsidies for 

purchasing quality livestock, fish seeds, feed, and infrastructure like ponds, sheds, and cold 

storage. Strengthening disease prevention (especially foot and mouth disease) through 

vaccination programs, mobile veterinary clinics, and accessible treatment facilities for 

livestock and aquatic species is essential. There should be expansion of livestock and fisheries 

insurance to protect farmers from losses due to disease outbreaks, climate-related disasters, 

or market fluctuations. 

3.2 Shift Toward Horticulture Crop Production 

As the result shows that higher share of area under horticulture crops lead to better income 

but calls for supportive infrastructure, irrigation, and access to organized markets and boost 

export channels. A crop-neutral incentive structure and enhanced market access through 

alternative marketing channels are essential to make high-value agriculture viable. 

Processing plays a crucial role in managing perishable commodities like Tomato, Onion, and 

Potato (TOP), which together accounted for 20.2 percent of the value of horticultural output 

in the TE 2022-23. These crops are highly vulnerable to post-harvest losses and price volatility. 

By extending shelf life and adding value, processing helps stabilise prices, reduce wastage, 

and ensure better returns for farmers. Enhancing processing capacity in major production 

belts —through large-scale investments and decentralised small-scale units functioning 

through FPOs—can lessen the adverse effects of supply gluts and create alternative market 

channels. Additionally, small processing units (like tomato pulp and puree) can serve as 

reliable input suppliers to large-scale food manufacturers, thus integrating farmers into value-

added supply chains and improving their income stability. The government should target to 

process at least 20 percent of perishable horticultural harvest, setting a clear goal to reduce 

post-harvest losses and improve value addition. 

Horticultural crops are highly susceptible to climatic fluctuations and pest infestations. 

Existing crop insurance mechanisms, such as Pradhan Mantri Fasal Bima Yojana (PMFBY), 

have restricted exposure and often exclude horticulture and disease-related risks. Expanding 

insurance schemes by broadening their possibility, streamlining procedures, and ensuring 

timely pay-outs is essential for protecting farmers from climate and market uncertainties, 

especially as they diversify beyond traditional crops. 
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3.3 Strengthen Alternative Market Mechanisms 

There is an increased necessity for market and transaction regulations to safeguard the 

interests of small-scale farmers, who face significant disparities in bargaining power. 

Expansion of FPOs can be a game changer, where farmers can aggregate their produce, 

reduce input costs, and increase farmers’ technology adaptation. Linking FPOs to digital 

platforms like Open Network for Digital Commerce (ONDC) can further enhance market 

access. The Central Sector Scheme for ‘Formation and Promotion of 10,000 FPOs’ was 

launched in 2020 with a budget outlay of INR 6,865 crore till 2027–28. The scheme has 

recently achieved its target with the launch of the 10,000th FPO by Prime Minister Shri 

Narendra Modi in Bhagalpur, Bihar, during the release of the 19th instalment of PM-KISAN. 

Going forward, greater emphasis must be placed on ensuring the efficient functioning of these 

FPOs and enhancing farmer participation to realize their full potential. 

3.4 Education and Skill Development for High-Value Farming 

The robust impact of education underlines its role as a facilitator of skill attainment, 

technology adoption, and effective market engagement. In the context of growing high-value 

agriculture—predominantly livestock and horticulture—targeted skill development is 

especially important, as these activities necessitate specialized knowledge of breeding, feed 

management, disease control, protected cultivation, precision irrigation, post-harvest 

handling, and quality standards. Organized training programs, vocational courses, and 

extension services focused on high-value enterprises can bridge present knowledge gaps, 

empower farmers to make better production and investment decisions, and improve their 

ability to access modern input, credit, and marketing institutions. Strengthening human 

capital through such skill-development programmes can thus play an essential role in scaling 

high-value agriculture and satisfying income growth among farmers. 
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