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development in every region or country. However, the
rural economy in Iran is too much depending on agriculture
and development of other rural economy in particular non-
farm activities, has been neglected by Iranian rural communities.
Therefore, the aim of this study was to identify the role of
non-farm business on rural sustainable development in Sanandaj
Township. This study was a type of surveying research and
employed both questionnaire and interview tools. A four-part
questionnaire (with 48 questions) was developed in order to
collect data from the respondents. Likert-type responses with
five scales were used to assess different sections of the ques-
tionnaires. The questionnaires’ reliability was tested by Cron-
bach’s Alpha technique and it was 76% (α= 0.76). A number
of 279 families, 181 families with and 98 without non-farm
business were selected randomly in 2011. Results of the study
showed that non-farm business can contribute to employment
growth, income generating, and prevent seasonal and permanent
migration from rural areas. Based on the results, non-farm
business and non-farm industries need to be strongly invested
by financial facilities through rural cooperatives and unions.
Additionally, encouraging rural participation is essential in
non-farms and industrial activities.
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INTRODUCTION

Without any doubt, rural economy has an im-

portant role in rural sustainable development in

every region or country. However, the rural

economy in Iran is too much depending on agri-

culture so that development of other rural econ-

omy in particular non-farm activities, has been

neglected by Iranian rural communities (Kalan-

tari et al., 2008). 

Studies show that with the process of devel-

opment, the share of non-farm income and em-

ployment in the total income and employment

of the rural households has increased in the de-

veloping countries. There are also evidences to

show that productivity and profitability in the

non-farm sector is generally higher than in the

farm sector (Fisher and Mahajan, 1998). In

India, Jha (2006) found that in non-farm manu-

facturing activities undertaken in the organized

and unorganized sectors, the employment rate,

value-added, and capital has grown during the

years 1984-1999. In China, developments in

rural industries have affected many aspects of

the regional economic landscape, i.e. Jiangsu's

rural non-farm business has produced 70% of

the province's total industrial output and 80% of

its total industrial value added in 2000 (CREY,

2001, CSSB, 2001, Skinner, 2007). Athar et al.,
(1994), showed comparison between the farm

and non-farm income, that the non-farm income

has transferred rural workers to non-farm sec-

tors. According to other studies (Bhalla, 1990,

Lanjouw, 2008, Miller et al., 2009, Zhu and

Jiang, 1993), the sharp increase in rural house-

hold incomes has mainly contributed to im-

provements in skills, knowledge, and capital

from non-farm activities.

The context factor of "family" as a relevant

factor of influence on competitive advantages

and disadvantages, as well as the success of

family businesses, has been widely ignored in

research (Astrachan, 2010, Frank, et al., 2010)

– despite the reasonable assumption of its sig-

nificant explanatory potential (Dyer, 2003).

Many researchers have shown that non-farm

activities have an important impact on the dis-

tribution of income in rural areas. This impact

depends on the specific types of non-farm activ-

ities involved and on the capacities of different

types of households to access these activities

(Barham and Boucher, 1998, Lanjouw, 2008,

Escobal, 2001, Khan and Riskin, 2001, Leones

and Feldman, 1998, Reardon and Taylor, 1996,

Shand, 1987, Walkers, 2007). To improve rural

income as a whole, participation in non-farm ac-

tivities is highly selective and thus tends to in-

crease income disparities, particularly in poorer

areas. However, other researchers have shown

that non-farm incomes can be inequality-reduc-

ing, particularly as the proportion of non-farm

income in total income increases (Adams, 1994,

1999, Adams and He, 1995, Miller et al., 2009,

Pears, 2007, Skinner, 2007 and Stark et al.,
1986). 

Allen et al., (2005), revealed that rural non-

farm incomes help reduce not only poverty but

also inequality. This is because participation in

non-farm activities differentially improves the

income of the poorest households, while the best

farmers remain in agriculture. 

Testushi et al., (2002), argued that the local

marketplace, where enterprises can easily pur-

chase materials and sell products to local

traders, plays a critical role in easing the entry

of new enterprises i.e., small and medium enter-

prises (SMEs).

According to Kalantari et al., (2008), the fac-

tors that need to be planned in order to prepare

appropriate conditions for rural sustainable de-

velopment in Iran are: diversification of rural

economy, supporting job creation activities, pro-

moting rural sustainable tourism, business and

industrial activities, and establishing a stable

urban-rural network. Results of this research

showed that the lack of diversification in rural

economy, particularly in non-agricultural sector

was the main challenge faced to sustainable

rural development in Iran.

The main purpose of this study was to identify

role of non-farm business on improving rural

sustainable development. To achieve this, the

following objectives will deal with:

1- Studying on non-farm business's effects on

the rural families,

2- Determining non-farm business's capabil-

ities especially on increasing rural non-farm

income,

3- Recognizing effects of establishing non-

farm businesses in terms of stuffs' consumption,

gender, age, job satisfaction, and participation.

Non-Farm Business and Rural Sustainable Development / Reze Movahedi et al
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MATERIALS AND METHODS

The study has been conducted through a sur-

veying research by using both questionnaire and

interview tools. The validity of questionnaire was

controlled by a group of rural development ex-

perts. Finally, a four-part questionnaire (with 48

questions) was developed in order to collect data

from the respondents. Likert-type responses with

five scales were used to assess different sections

of the questionnaires. For these types of ques-

tions, the questionnaires’ reliability was tested by

Cronbach’s Alpha technique within SPSS statis-

tical software. The total mean reliability of scales

for the questionnaire was 76% (α= 0.76).

Statistical population of the study consisted of

villages in the central region in Sanandaj Town-

ship. This region contains one county (Arandan)

and 64 villages. At first, for selecting samples'

size, two types of villages with and without non-

farm business were selected (five villages in each

category). Next step was done for family samples.

Based on Cochran formula a number of 279 fam-

ilies were selected randomly (N=857), 181 fami-

lies had a non-farm business and others had no

non-farm business (table 1). In determining effects

of non-farm business, some of the effective socio-

economic indicators on rural development were

selected. These indicators were: family income,

family costs, consumption stuff, immigration, job

satisfaction, rural participation, using the media,

insurance, literacy, and rural house quality and

quantity. Data analyzing was done by using SPSS

software and statistical tests used in the study were

Mann-Whitney, Duncan's and t tests.

When comparing the differences between two

unpaired groups in small sizes, whose samples

take the same shape, the Mann Whitney non-

parametric test is used (DIIA 2007). Therefore,

to find the difference between the perceptions

of two groups of either rural family with and

without NFB in terms of job satisfaction and job

stability the Mann Whitney U-test was used. 

Duncan's test is used to determine whether

three or more means differ significantly in an

analysis of variance. It may be used regardless

of whether the overall analysis of variance is

significant. It assumes equal variance and is ap-

proximate for unequal group sizes (in this study

family with and without non-farm business in

terms of different family income and costs). 

RESULTS AND DISCUSSION

Income status: As seen in table 2, there is a

clear difference in the income rate between vil-

lages that have non-farm business and villages

that lack non-farm business. This difference is

in such a way that the minimum and maximum

income ranged 2 USD and 4 USD per day in the

villages lacking non-farm business, whereas, the

rate of income in those villages with non-farm

business has been at most 6 USD and upper per

day. Meanwhile, the income of villages lacking

non-farm business depends strongly on agricul-

ture. This leads the villagers migrate to neigh-

boring cities in non-farming seasons. 

Private and household utensils: The results

indicate that the percent and rate of using private

and household goods between villages with and

without non-farm business are completely dif-

ferent. Given the results in table 4, although

household and private equipment including

color TV, washing machine, refrigerator, freezer,

air conditioner and car, etc are common in both

groups of villages, but their consumption per-

cent is completely different; also, the use of

goods such as cars (51.96%), computer (16.2%),

furniture (19.2%), video recorder (10.23%), and

vacuum cleaner (35.32%) is only common in

villages with non-farm business.

Age groups of villages with and without NFB:

According to the information of table 5, the av-

erage age in villages with non-farm business is

much lower than villages without non-farm

business. In other words, in villages with non-

farm business, the families’ heads are consid-

ered among the active population, and are in

middle-aged group (21-30) and adult (age group

of 31-40). But, in villages without non-farm

business, the heads of the families are at the

Non-Farm Business and Rural Sustainable Development / Reze Movahedi et al

Village Household sample

With NFB

Without NFB

Total

Babariz

Nawareh

Arandan

Gholian

Sateleh

Alijan

Farhad abad

Mamokh olia

Khakvarzi

Gazardare

147

132

157

128

98

34

41

42

24

54

857

40

34

46

33

28

18

21

21

15

23

279

Table 1: Selected villages and samples
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middle-aged and old age group. Among the vil-

lages without non-farm business on average,

43.5% of population is at age group over 60, in-

dicating the immigration of the adults from vil-

lages without non-farm business due to

unemployment and economic problems.

The remaining at village and reversed im-

migration: To study the remaining at villages,

the viewpoint of the villagers with job and non-

farm business has been used in terms of creating

new employment. The findings of the study re-

veal a meaningful difference between the type

of employment in families with and without

non-farm business. In such a way that villages

such as Babariz, Gholian, Sateleh, Nawarreh,

and Arandan which have been located near in-

dustrial regions, not only they have not lost their

active population, but also have attracted some

population based on the results of the study, al-

most 31.2% of population at these villages is the

immigrants who have chosen these village as

their residence place because of their work in in-

dustrial manufacturing units.

Job satisfaction: According to many eco-

nomic theories, lack of productive employment

at the villages could lead to lack of job security

and ultimately to immigration from villages. In

this vein, creating productive and permanent

employment toward achieving job security and

satisfaction is one of the most important objects

of development in rural regions. According to

information available, there is a meaningful re-

lationship between non-farm business creation

and job stability and satisfaction and based on

studies conducted this relationship is at 99%

level. Rural families of Sanandaj Township be-

cause of the possession of handicraft and semi-

private and private non cultural industries are of

Non-Farm Business and Rural Sustainable Development / Reze Movahedi et al

Family income 1-2 2.1-4 4.1-6 6 and Upper

Rural with NFB

Rural without

NFB

Babariz

Nawareh

Arandan

Gholian

Sateleh

Alijan

Farhad abad

Mamokh

olia

Khakvarzi

Gazardare

0.8

1.2

2.6

0.4

3.1

52.7

54.6

42.3

45.5

40.2

5.3

10.4

13.5

4.4

14.1

47.3

45.4

57.7

54.4

59.8

18.2

33.9

31.8

17.3

29.7

0

0

0

0

0

75.7

54.5

52.1

77.9

53.1

0

0

0

0

0

Table 2: Percent of rural family income in terms of USD per day

Variable Groups Test z Sig.

Family Income (in four levels)

Family costs (consumption/garment/travel)

With non-farm business

Without non-farm business

With non-farm business

Without non-farm business

Duncan

Duncan

8.120

4.526

3.814

2.120

0.000

0.010

Table 3: Comparing family income and costs in two groups of villages in terms of the mean

Consumption Stuff Rural with NFB Consumption Stuff Rural without NFB

Television

Refrigerator

Automobile

Laundry

Air conditioner

Vacuum

Furniture

Computer

VCD

98.24

97.65

51.96

39.35

36.21

35.32

19.2

16.20

10.23

Television

Refrigerator

Automobile

Laundry

Cooler

Vacuum

Furniture

Computer

VCD

43.29

29.32

3.5

1.2

1.26

1.9

0.4

0.4

0.3

Table 4: Percent of consumption stuff in households with and without NFB 
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more job satisfaction compared to villages lack-

ing non-agricultural non-farm business. So, their

motivation for permanency in rural regions is

much higher.

The household’s participation: Encourag-

ing the motivation of the rural participation

which is usually in the financial, non-finan-

cial, and advisory forms, was another out-

come of establishing non-farm business in

this study. The most important effect of

household’s participation is related to land

sharing, providing water, electricity and other

basic infrastructures. According to statistical

analyzing of table 8, it can be noted that with

increasing the income of villagers, the percent

of the participation increases. According to

the results the percent of financial participa-

tion of those villages with non-farm business

is much higher in Sanandaj. Furthermore,

there was a significant difference between vil-

lages with and without non cultural industries

in regard to financial and non-financial par-

ticipation. And due to the increase in income,

71.2% of rural families with non-farm busi-

ness have had financial participation; while

this figure in village without non-farm busi-

ness is only 19.6%.

The use of mass media: TV, radio, newspa-

per, magazine and books are considered the most

important mass media, that have an important

role in improving information and awareness of

rural people, especially farmers, and experts be-

lieve that these media are vary effect on their

awareness and insight. Based on t-test in this

study, there is a significant difference in the rate

of using these mass media between villages with

and without non agricultural business. According

to table 9, the average use of mass media at vil-

lage without and with non agricultural industries

is respectively: radio (0.75 versus 3.56), news-

paper (0.26 versus 2.03), and book (0.24 versus

1.25) that reveals clear differences.

Non-Farm Business and Rural Sustainable Development / Reze Movahedi et al

Age groups (year) Under 20 21-30 31-40 41-50 51-60 61-70 70 and upper Sum percentage

Rural with

non-farm

business

Rural with

Babariz

Nawareh

Arandan

Gholian

Sateleh

Alijan

Farhad abad

Mamokh olia

Khakvarzi

Gazardare

16.2

19.4

13.6

16.7

21.4

8.6

4.6

8.4

7.9

5.3

21.5

25.3

19.8

22.3

18.3

7.3

8.7

3.9

5.6

3.4

20.1

24.6

22.6

19.4

15.2

11.7

2.1

12.5

6.8

13.2

18.3

19.2

25.1

24.7

26.9

15.2

25.3

19.7

23.6

24.1

13.2

6.7

11.4

10.2

12.6

23.1

27.2

29.1

32.1

23.5

9.7

0.4

0.7

5.5

4.9

19.2

15.9

13.2

14.2

17.2

0.9

0.8

0.5

1.2

0.9

14.9

16.2

13.2

9.8

13.3

100

100

100

100

100

100

100

100

100

100

Table 5: Comparing the percent of active population in the villages with and without NFB

Age groups (year) Under 30 year 31-40 41-50 51-60 61-70 Upper of 70

Rural with

non-farm

business

Rural

without

non-farm

business

Babariz

Nawareh

Arandan

gholian

Sateleh

Alijan

Farhad abad

Mamokh olia

Khakvarzi

Gazardare

23.2

28.9

18.3

25.3

16.2

5.6

2.1

1.8

2.4

2.3

24.6

28

39.7

30.1

32.5

4.2

8.7

12.2

11.7

10.4

33.1

32.1

26.4

27.3

30.4

11.7

4.2

14.5

13.1

7.2

11.16

6.8

12

11.3

12.6

13

16.8

12.8

10.6

12.3

7.05

3.4

3

3.9

7.7

24.1

30.1

25.1

29.3

24.9

0.89

0.8

0.6

2.1

0.6

41.4

38.1

33.6

32.9

42.9

Table 6: Active population percent in the villages with and without NFB

Grouping variable Test variable Test U Sig.

Rural with/without NFB

Rural with/without NFB

Job satisfaction

Job stability

Mann-Whitney

Mann-Whitney

621.23

212.41

0.000

0.01

Table 7: Comparing the villages with and without NFB in terms of job satisfaction
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Insurance services (treatment, retirement,

etc): Following the law of construction estates

and non-farm industries, the workers of these

units are being covered by hygiene, treatment

and social security insurances. According to the

results, 68.54% of rural families with the non-

farm business in the sample community were

under insurance coverage whilst, 12.1% of rural

families without non-farm business were under

insurance coverage.

Quality and quantity of rural housing

(dwell): Results about quality and quantity

of rural housing revealed that 78.3% of

buildings in villages with non-farm busi-

ness has been constructed using high qual-

ity materials and engineering methods,

while this figure in villages without non-

farm business reaches 36.4%. This fact is

completely true about villages in sample

community, and in addition to the differ-

ence in the housing quality, this difference

is meaningful regarding the area too. The

results also showed 71.7% of rural housing

with non-farm business was more than 100

m2, and this figure in villages without non-

farm business was 32.4%.

CONCLUSIONS 

Results revealed the villages with non-farm

business have been in general younger than the

other families without non-farm business. This

shows a better situation of villages with non-

farm business in terms of age that leads the

younger doesn't immigrate to cities. In this

vein, a few cases of villages with non-farm

business had even inverse immigration from

cities to the villages. Moreover, because of

gaining more income by villages with non-

farm business; they have been consuming bet-

ter stuffs than others. This result can be more

or less seen in the studies conducted by

Barham and Boucher, 1998, Lanjouw, 2008,

Escobal, 2001, Khan and Riskin, 2001,

Leones and Feldman, 1998, Reardon and Tay-

lor, 1996, Shand, 1987, Skinner, 2007, and

Walkers, 2007.

About literate level, results showed a higher

level of the villages with non-farm business than

those without any business in terms of the mean.

A similar result was found about the number of

insurance holders in comparing the two groups

of villages. Results revealed the most houses of

the villages with non-farm business had an area

more than 100 quadrate meters and they were in

good quality, while more than 50% of houses in

villages without non-farm business were less

than 100 quadrate meters and in old and demol-

ished situation.

Based on the results and in order to im-

prove non-farm business in rural areas it can

be recommended that new local factories and

cooperatives should be established by mobi-

lizing small capitals and savings of rural

people in order to improve rural non-farm

economy.

Regard to this point that non-farm busi-

nesses have had a positive effect in improving

the rural employment, income, and quality of

living; it is strongly recommended that

needed conditions, seed beds, and facilities

are provided for entering rural people to non-

farm activities by both governmental and com-

munity-based organizations.

Encourage and develop non-farm business in-

Non-Farm Business and Rural Sustainable Development / Reze Movahedi et al

Participation Type Rural with non-farm business Rural without Non-farm business

Financial

Non-financial

Advisory

71.2%

8.6%

20.2%

19.6%

61.5%

18.9%

Table 8: Percent of household's participation 

Variable groups t d.f Sig.

Radio

Television

Journal and newspaper

Book

A

B

A

B

A

B

A

B

2.69

2.84

2.14

1.56

5.14

5.19

3.87

5.36

122

101.9

122

103.1

122

83.36

122

75.23

0.004

0.003

0.041

0.048

0.000

0.000

0.002

0.003

Table 9: Comparing the use of mass media in the

villages with and without NFB

A= the villages without non-farm business, B= the

villages with non-farm business
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frastructure is another important thing that is

necessary to improve socio-economic status of

villages. Non-farm business and non-farm in-

dustries need to be basically invested by finan-

cial facilities through rural cooperatives and

unions. Additionally, encouraging rural partici-

pation whether financially or non-financially

is essential to develop non-farms and industrial

activities. The rural participation in establish-

ment and development rural networks and

small enterprises can be a proper solution to

improve non-farm business in the Sanandaj's

villages.

REFERENCES

1-Adams, R. H. (1994). Non-Farm Income and In-

equality in Rural Pakistan: A Decomposition Analy-

sis, The Journal of Development Studies, 31(1):

110-133.

2- Adams, R. H. (1999). Non-farm Income, Inequal-

ity, and Land in Rural Egypt. Policy Research Work-

ing Paper No.2178.UN: The World Bank.

3- Adams, R. H., & He, J.J. (1995). Sources of In-

come, Inequality, and Poverty in Rural Pakistan,

Washington D.C.; IFPRI Research.

4- Allen, F., Qian, J., & Qian, M. (2005). Law, Fi-

nance, and economic growth in China. Journal of Fi-

nancial Economics, 77(1): 57−116.

5- Astrachan, J. H. (2010). Strategy in Family Busi-

ness: Toward a Multidimensional Research Agenda.

Journal of Family Business Strategy, 1(1): 6–14.

6- Athar, H., Lanjouw, P., & Stern, N. (1994). In-

come Inequalities in China: Evidence from House-

hold Survey Data, World Development, 22(12):

1947-1957.

7- Barham, B., & Boucher, S. (1998). Migration, Re-

mittances, and Inequality: Estimating the Effects of

Migration Income Distribution, Journal of Develop-

ment Economics, 55: 307-331.

8- Bhalla, A. S. (1990). Rural-Urban Disparities in India

and China, World Development, 18(8): 1097-1110.

9- CREY (China Rural Enterprises Yearbook),

(2001). Beijing: China Agriculture Press.

10- CSSB (China State Statistical Bureau), (2001).

Fifty Years of City Development in New China.

Beijing: Xinhua Publishing House.

11- DIIA (Division of Instructional Innovation

and Assessment) 2007: Retrieved from:

http://www.utexas.edu/academic/diia/assessment/iar

12- Dyer, W.G. (2003). The Family: The Missing

Variable in Organizational Research. Entrepreneur-

ship Theory and Practice, 27: 401–416.

13- Escobal, J. (2001). The Determinants of Non-

Farm Income Diversification in Rural Peru, World

Development, 29(3): 497-508.

14- Fisher, T., & Mahajan, V. (1998). The Forgotten

Sector: Non-Farm Employment and Enterprises in

Rural India. London: Intermediate Technology Pub-

lications.

15- Frank, H., Lueger, M., Nose, L., & Suchy, D.

(2010). The concept of "Familiness" Literature re-

View and Systems Theory-Based Reflections. Jour-

nal of Family Business Strategy, 1(3):119-130.

16- Jha, B. (2006). Rural Non-Farm Employment in

India, A coordinated and Consolidated Unpublished

Report, Submitted to Ministry of Agriculture, GOI,

New Delhi.

17- Kalantari, K., Shabanali Fami, H., Asadi, A.,

Qasemi, I., & Chubchian, S. (2008). Major Chal-

lenges of Iranian Rural Communities for Achieving

Sustainable Development. American Journal of

Agricultural and Biological Sciences, 3(4): 724-728.

18- Khan, A.R., & Riskin,C. (2001). Inequality and

Poverty in China in the Age of Globalization. New

York: Oxford University Press.

19- Lanjouw, P. (2008). Rural Non-Agricultural Em-

ployment and Poverty in Latin America. Washington

DC: World Bank.

20- Leones, J. P., & Feldman, S. (1998). Non-Farm

Activity and Rural Household Income: Evidence

from Philippine Microdata. Economic Development

and Cultural Change, 46(4): 789-806.

21- Miller, D., Lee, J., Chang, S., & Le Breton-Miller,

I. (2009). Filling the Institutional Void: The Social Be-

havior and Performance of Family vs. Non-Family

Technology Firms in Emerging Markets. Journal of In-

ternational Business Studies, 40(5): 802-817.

22- Pears, R. (2007). Location, Development, Indus-

try. Oxfords: Blackwell

23- Reardon, T., & Taylor, J. E. (1996). Agro-Cli-

matic Shock, Income Inequality, and Poverty: Evi-

dence from Burkina Faso, World Development,

24(5): 901-914.

24- Shand, R. T. (1987). Income Distribution in a

Dynamic Rural Sector: Some Evidence from

Malaysia. Economic Development and Cultural

Change, 36: 35-50.

25- Skinner, N. M. (2007). Social and Environmental

Regulation in Rural China. Geoforum. 34(2): 267-281

26- Stark, O., Taylor, J. E., & Yitzhaki, S. (1986).

Non-Farm Business and Rural Sustainable Development / Reze Movahedi et al



In
te

rn
at

io
n
al

 J
o
u
rn

al
 o

f 
A

g
ri

cu
lt

u
ra

l 
M

an
ag

em
en

t 
&

 D
ev

el
o
p
m

en
t,

 2
(2

):
 1

1
3
-1

2
0
, 
Ju

n
e,

 2
0
1
2
.

120

Remittances and Inequality. Economic Journal,

96(383): 722-740.

27- Tetsushi, S., Hu, D., & Keijiro, O. (2002).

Process of Cluster Formation in China: A Case Study

of a Garment Town. The Journal of Development

Studies, 39(1): 118−139

28- Walkers, V. (2007). Policy Innovation for Rural

Sustainable Development. New York: USA Rural

Policy Research Institute.

29- Zhu, L., & Jiang, Z. (1993). From Brigade to

Vilplage Community: The Land Tenure System and

Rural Development in China, Cambridge Journal of

Economics, 17: 441-461.

Non-Farm Business and Rural Sustainable Development / Reze Movahedi et al




