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ABSTRACT 

 

The study area was targeted by the Productive Safety Net Program (PSNP) since 2005, and one 

of the project objectives was to enhance the livelihood diversification of the program’s target. 

Regardless of the persistent implementation and effort of the program, the majority of program 

beneficiaries still experience limited income diversification and food security in the study area. 

Examining determinants of livelihood diversification strategies among PSNP beneficiaries was 

the core objective of the study. Mixed methods research that involved quantitative and 

qualitative research methods was used to conduct the study. Quantitative data were collected 

from 194 randomly selected PSNP households, and qualitative data were collected from key 

informants and focus group discussions. To analyze the quantitative data, multinomial logistic 

regression (MNL) and descriptive statistics were employed. It is observed that 35% of the sample 

households were unable to diversify their livelihoods and were involved only in on-farm 

activities. Contrastingly, only 26% of the households participated in on-farm, off-farm, and non-

farm livelihood strategies. The results of MNL indicated that participation in livelihood training, 

access to credit, and livestock ownership have positive correlations; however, remittance, age of 

the households, and cooperative membership showed negative correlations. From qualitative 

data analysis, it is observed that ineffective PSNP program implementations, small farmland, 

drought, and shortage of water were among the key barriers that limited the participation of 

PSNP beneficiaries in diversified livelihood opportunities. Based on these findings, it is 

recommended that special attention should be given to improve PSNP implementations, 

strengthen primary cooperatives, and enhance access to credit for PSNP beneficiaries.   

 

 

Keywords: Livelihood diversification, PSPN, Multinomial logistic regression, Access to credit, 

on-farm, non-farm, and off-farm.  
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CHAPTER ONE: INTRODUCTION 

 

 

1.1. Background of the study  
 

Ethiopia is a country that relies heavily on agriculture for its economy and population. About 113 

million people live in Ethiopia, and most of them depend on farming for their income and food 

security.  The sector contributes 32% to the GDP, employs 70% of the workforce, and earns 70% 

of foreign exchange (AFDB, 2022). 

 

 However, the agricultural sector is facing many challenges that are affecting its productivity and 

sustainability. Some of these challenges include the outdated farming system, climate change 

impact, pests and diseases, and erratic rainfall patterns (Abebe, 2014; Change, 2007). In response 

to this situation, the Ethiopian government has implemented policies in recent years to improve 

the livelihood of rural populations by increasing agricultural productivity in rural areas. 

 

Ethiopia has developed and implemented diverse poverty reduction policies and programs over 

the past two decades. Among these noteworthy initiatives is the Productive Safety Nets Program 

(PSNP), which has received support from the Federal Government, as well as various 

developmental agencies, to combat poverty and aid food-insecure communities. The national 

social protection policy encompasses several crucial domains, including safety nets, tailored 

livelihood support, social security, and increased access to basic services for those who are 

vulnerable to abuse and violence. In order to boost the income of PSNP beneficiaries, the 

program has implemented livelihood enhancement schemes, and it recognizes livelihood 

diversification as the most effective strategy (MoARD, 2016). 

 

Livelihood diversification, which is often characterized as the process of expanding the range of 

activities pursued by rural households to enhance their survival and well-being, is a crucial 

strategy for improving standards of living. This process involves maintaining and shifting 

between various occupations and activities (Ellis 2000). Diversifying sources of income is a vital 

livelihood strategy for low-income households and is particularly important for rural smallholder 

households in the developing world. 

 

Livelihood diversification encompasses both on- and off-farm activities that generate income, in 

addition to those from the primary household agricultural activities. Engaging in non-farm 
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livelihood strategies instead of relying solely on subsistence farming allows families to improve 

their financial situation and increase production. Increasing the diversification of households in 

the rural non-farm economy is crucial for increasing income, reducing poverty, and building 

resilience to economic shocks (Barrett et al. 2001; Ellis 1998). 

 

To enable households to increase and expand their incomes and build their assets, the PSNP 

program provides technical assistance and training in livelihood activities, such as livestock, off-

farm, and employment, to program beneficiaries (MoARD, 2016). In emerging nations such as 

Ethiopia, where climate-dependent businesses, mainly crop and livestock, are highly exposed to 

weather shocks, livelihood divergence becomes very important for trouble-free income and 

consumption.  

 

To reduce poverty, the PSNP program implements a livelihood diversification strategy and 

approach by providing different capacity-building and livelihood grants and facilitating access to 

finance for the selected program beneficiaries. This study focuses on a tailored livelihood 

support component designed to engage PSNP beneficiaries with diverse livelihood options. This 

component comprises technical support to on- and off-farm livelihoods, employment services, 

and standards and financial services for program beneficiaries, which is to enhance the human 

and financial capital assets of the beneficiaries. 

 

The approach was not successful as anticipated due to various challenges and factors. In 

Ethiopia, the proportion of rural households engaged in off-farm activities increased from 55% in 

2004 to 75% in 2008 (Woinishet, 2010). However, the proportion of income generated from non-

farming activities in total income has been relatively low, standing at 17% from 2012 to 2019 

(Abate et al., 2022). This is considerably lower than the share of non-farm income in rural areas 

of America (47%), Asia (51%), and Africa (34%) (Haggablade et al., 2010). The objective of this 

study is to identify the factors that determine the participation of PSNP beneficiaries in diverse 

livelihood activities. It is crucial to have a systematic understanding of the determinants of 

livelihood strategies, perception of PSNP beneficiaries and key barrier that limit the participation 

of PSNP beneficiaries into diversified livelihood option.  
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 1.2. Statement of the problem 
 

Ethiopia has a vision of becoming a middle-income country by 2025, with a focus on increasing 

domestic savings, strengthening private sector growth, enhancing trade and logistics, as per the 

World Bank (World Bank, 2013). Majority of Ethiopia economy is based on rain-fed agriculture 

that is vulnerable to erratic rainfall, vulnerable to climate variability, and recurrent droughts 

which is the cause of frequent food shortage and sever hunger (Birara et al., 2015).  

 

Some of the main factors that contribute the food insecurity was, unstable agricultural 

production, limited non-farm opportunities, low-income levels, severe environmental 

degradation, outdated farming methods, high illiteracy rates, rapid population growth, weak 

governance, inadequate access to credit, small land sizes, lack of livelihood diversification, and 

climate change impacts (Tezera, 2010; Birara et al., 2015). 

 

As a result of recent global shocks such as covid-19 pandemics and conflict between Russia and 

Ukraine, the price of agricultural inputs mainly fertilizer prize increase at 150% in Ethiopia 

which is unaffordable by majority of smallholder farmers (Getahun & Mahlet, 2022). And this 

has direct negative impact on agricultural product and productivity of the country.  

 

PSNP is an initiative of Ethiopia government that seeks to improve the food insecurity and well-

being of vulnerable households. The program, which began in 2005, has evolved through several 

phases of enhancement and is now in its fifth phase. PSNP-IV integrates livelihood components 

to help PSNP beneficiaries to get participated in three livelihood pathways such as, crop and 

livestock, off-farm income generation, and employment (MoARD, 2021).  

 

Adami Tullu Jido Kombolcha woreda (ATJK), found in East Shewa zone and Oromia National 

Regional State(ONRS), situated in the central Great Rift Valley of Ethiopia stands out as one of 

the most severely affected areas in the country, grappling with a complex array of challenges, 

including drought, resource degradation, and diminished agricultural output (Mintewabet al. 

2010). 

 

Furthermore, recent reports highlight that irregular rainfall patterns in ATJK pose a significant 

threat to food security, exacerbating existing environmental constraints such as soil degradation, 
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pest infestations, and plant diseases, thereby leading to a decline in crop yield within the woreda 

(WAO, 2021). 

 

The majority of kebeles within the study woreda, comprising 26 out of 47, suffer from crop 

failures, leading to widespread food shortages among households and failure to ensure food 

security. Consequently, these kebeles have been targeted by PSNP to access different aid since 

2005, including the livelihood enhancement component of the program. Despite the program‘s 

implementation over the years, the situation has continued to deteriorate, with no tangible 

improvement in the livelihood of PSNP beneficiaries. In this situation, depending only on 

farming activity will not get PSNP beneficiaries out of the food insecurity situations and looking 

for alternative livelihood is important (WAO, 2021). 

 

According to Ellis and Allison, 2004, livelihood diversification is crucial for coping food 

insecurity in various contexts and it is influenced by several factors that determine the economic 

options and opportunities of rural households (Swift and Hamilton, 2001, as cited in Tezera, 

2010). To this end, conducting study on determinants of livelihood diversification that focused 

on PSNP beneficiaries is ideal to know the root cause and put a solution. A lot of study is 

conducted on relating to PSNP and most of the studies focus only on the impact of the PSNP, 

and contribution of livelihood diversification on household food security (Aleka, 2011 and 

Sosena, 2022).  

 

As of my knowledge, there is limited study on the determinants of livelihood diversification that 

focus on PSNP beneficiaries in the study area. Therefore, it is crucial to conduct a 

comprehensive study on the determinant factors and berries that influence PSNP beneficiaries‘ 

ability to diversify their livelihood strategies and perception of PNSP beneficiaries on the 

availability and accessibility of livelihood strategies particularly for the study woreda.  

 

Understanding the determinants of livelihood diversification of the PSNP beneficiaries within 

the specific context of the study woreda will require a comprehensive analysis of various forms 

of capital, including financial, natural, human, social, and physical capital, as they directly 

impact the livelihood of program participants. By addressing these key aspects, the study will 

play a pivotal role in informing targeted policy intervention and PSNP program enhancements to 

effectively support vulnerable households in the study area.  
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1.3. Objective of the study  
 

1.3.1. General objective  
 

The main objective of this study is to examine the determinants of livelihood diversification 

strategies among PSNP beneficiaries in ATJK Woreda. 

 

1.3.2. Specific objective  

 

The specific objective of the research project is as follows, 

1) Examine determinants of livelihood diversification strategies adopted by beneficiaries of 

the PSNP in study woreda. 

2) Explore the perception of PSNP beneficiaries on the availability of different livelihood 

strategies. 

3) Investigate barriers that limit the participation of PSNP beneficiaries in different 

livelihood activities. 
 

1.4. Research question 
 

  

The intention of this research is to address the following research questions. 

 

1) What are the main determinants that affect the participation of PSNP beneficiaries in 

livelihood diversification strategies in study woreda? 

2) How do PSNP beneficiaries perceive the availability and accessibility of different 

livelihood strategies in their area? 

3) What are the key barriers and constraints that hinder the participation of PSNP 

beneficiaries in different livelihood activities? 

 

1.5. The scope and limitations of the study 
 

 

It is obvious that every research inherent limitation that should be acknowledged. This study 

conducted based on cross sectional data, a data that collected at a single point of time. Even 

though it was appropriate to observe and explore determinants, barriers, perception that 

particularly related to PSNP beneficiaries livelihood diversifications, it have drawback to 
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establish cause and effect connection amongst variables. Despite the cross sectional data, 

limitations, the identified associations specify correlations. Using longitudinal experiment was 

beyond the resource and time allocated for this thesis work.  Therefore, future research should 

use longitudinal or experimental designs, employ more objective measures of livelihood 

diversification, and consider more PSNP households to validate and extend the results of this 

study. 

 

1.6. Significances of the study  

 

The study on the determinants of livelihood diversification strategies among PSNP beneficiaries 

in the study Woreda will have several significant implications. Firstly, understanding the 

determinants of livelihood diversification strategies is crucial for policymakers and PSNP 

program implementers in designing effective interventions and support systems. Through this 

study, policymakers and program implementers will gain insights into the specific determinants 

that influence beneficiaries' decisions to diversify their livelihoods. Secondly, the findings of this 

study contribute to the existing body of knowledge on livelihood diversification strategies 

specific to PSNP beneficiaries. Livelihood diversification is a widely studied phenomenon, and 

this research will add to the literature by investigating determinants of livelihood diversification 

specifically for PSNP beneficiaries in the study Woreda. Previous studies have mostly focused 

on livelihood diversification in general or in specific regions, and there is limited research on the 

determinants of livelihood diversification strategies within the specific context of the PSNP 

beneficiaries in particularly the study Woreda. 

 

In addition, the findings of this study will inform future research on this topic, both in the study 

Woreda and beyond. To conclude, this study will contribute to the existing literature on 

determinants of livelihood diversification particular to the context of PSNP beneficiaries. 
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CHAPTER TWO:  REVIEW OF RELATED LITERATURE 
 

2.1.  Theoretical foundation  

 

2.1.1. Livelihood  

 
 

Various scholars have defined and elaborated on the concept and definition of livelihood.  One of 

the most influential and widely cited definitions of livelihood in the literature comes from 

Chambers and Conway (1992), who state that: 

 

Livelihood comprises the capability, assets (store, recourse, claim and 

access) and activities required for a means of living: a livelihood is 

sustainable which can cope with and recover from stress and shocks, 

maintain or enhance its capabilities and assets and provide sustainable 

opportunities for the next generation and which can contribute net benefits 

to other livelihoods at the local and global level and in the short run and 

long run (Chambers and Conway, 1992:6). 
 

Livelihood encompasses the combination of abilities, resources (both material and social), and 

activities that enable individuals to secure a living. It extends beyond mere survival, aiming to 

improve well-being and quality of life (Scoones, 1998).  Livelihood is defined as ―the 

combination of assets (such as natural, human, financial, physical and social capital activities, 

and access to these recourses (mediated by institutions and social relations) that collectively 

shape the well-being of an individual or household‖ (Ellis, 2000: 289-302).  

 

The concept of livelihood refers to the means by which individuals and households sustain their 

lives. This includes the resources, capabilities, and activities that people engage in to meet their 

basic needs, improve their well-being, and pursue their livelihood goals (Ellis & Freeman, 2004). 

A livelihood is more than just a way of making a living. It also involves the abilities, material 

and social resources and activities that people need to survive and thrive. However, the 

livelihood choices of the rural poor are not only determined by their own preferences and 

capacities, but also by the structure, policies and process that shapes their opportunities and 

constraints. Therefore, a comprehensive understating of livelihood requires an analysis of how 

these external factors affect the livelihood outcome and well-being of the rural poor. 
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Livelihood is a concept that captures how individuals, households or communities pursue and 

achieve their diverse needs and goals, such as consumption and economic security, while 

managing risks and seizing new opportunities (de Haan and Zoomers, 2005). 

 

Livelihood is a broad concept that encompasses various aspects of economic production, 

employment, and household income. It is often used synonymously with economic 

strengthening, but it also includes the capabilities and assets (both material and social) that 

people need to sustain their living conditions.  

 

The term livelihood is not easy to define specifically, as different disciplines and context may 

have different interpretations of what it means. Therefore, there is no single, universal accepted 

definition of livelihood that can capture its complexity and diversity (Scoones, 2013).  

 

2.1.2.  Livelihood diversification  
 

Livelihood diversification refers to the various strategies that households employ to create a 

diverse set of activities and social support networks aimed at ensuring their survival and 

improving their quality-of-life (Chambers, 1987). It involves the deliberate choice at engage in a 

variety of activities and social support networks, thus securing survival and enhancing quality of 

life. This strategy goes beyond income variation and includes the social behavior of rural 

households involved in diversification (Ellis, 1998). The complexity of livelihoods 

diversification encompasses income sources, employment, and activities designed to reduce 

vulnerability and enhance resilience (Ellis, 2000). 

 

Rural households often diversify their livelihood strategies by engaging in both agricultural and 

non-agricultural activities to achieve sustainable livelihoods (Scoones, 1998). This 

diversification process helps them cope with different kinds of shocks or stress through effective 

coping mechanisms. As part of rural transformation, households may transition from farming to 

non-farming activities, increasing relying on income sources outside the agricultural sector (De 

Haan, 1999). Market opportunities and access significantly influence livelihood diversification, 

as households pursue higher returns and lower risks across different economic activities (Barrett 

& Reardon, 2000).  
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Livelihood diversification is not limited to rural areas; it also extends to urban settings, where 

non-farm income sources play a significant role (Lanjouw & Shariff, 2004). The adaptive nature 

of urban livelihood tactics demonstrates the flexibility adaptation to shifting situations and 

prospects (Ellis, 2003). Diversification is a strategic approach adopted to increase sources and 

reduce exposure to environmental risks. By exploring new opportunities and activities, 

individual and households enhance their resilience and well-being in the face of uncertainty and 

change (Haggablade et al., 2007).  

 

The political and institutional context is crucial for understanding how people diversify their 

livelihoods in response to globalization and economic shifts (Scoones et al., 2009). Divers and 

dynamic livelihood strategies emerge in different settings and situations, influenced by factors 

such as market opportunities, rural transformation, and the broader political and institutional 

context. Livelihood diversification is essential for enhancing household specialization and risk 

management capabilities. Households engaged in multiple income-generating activities tend to 

be more flexible and resilient than those dependent on solely on farming and agriculture. These 

benefits are particularly evident in the face of recurrent economic, environmental, and political 

shocks affecting rural areas in developing countries (Start, 2001).  

 

 

 

Livelihood diversification is a dynamic process that adapts to changing situations and 

opportunities. It is influenced by various factors, such as market opportunities, access, rural 

transformation, and political and institutional context that affect the diversification strategies of 

both rural and urban populations (De Haan, 1999; Barrett & Reardon, 2000; Lanjouw & Sharif, 

2004; Scoones et al. 2009). 

  

There is evidence suggesting that the PSNP program in Ethiopia has had positive impact on 

livelihood diversification, however the result is not uniform across all woreda and beneficiaries. 

Therefore, it is essential to study factors affecting the participation of PSNP beneficiaries into 

diversified livelihood strategies.  
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2.1.3.  Livelihood strategies/activities 
 

Livelihood strategies are the actions and decisions made by individuals or households to ensure 

their survival and improve their well-being (Ellis, 1998). People pursue their life goals through 

several livelihood strategies, which involve different activities and choices. These cover their 

work, investment, reproduction, and more. Ellis, (1998) also distinguishes three main types of 

livelihood activities: off-farm, non-farm, and on-farm.  

 

Off-farm activities are agricultural activities that occur outside of one‘s own farm, such as being 

an agricultural laborer, swapping labor, or extracting natural resources like charcoal. 

Additionally, it includes remunerated labor performed on other farms, as well as compensation 

received in the form of goods, such as shared harvests, and other forms of non-wage labor 

contracts (Ellis, 1998; Barrett et al., 2001).  

 

Non-farm activities are those that exclude agriculture, such as getting wages or salaries, 

operating a business, mining, manufacturing, construction, commerce, transport, obtaining rent 

transfers, or remittances (Ellis, 1998; Barrett et al., 2001).  

 

On-farm activities are those that deal with agriculture, such as cultivating crops, keeping 

animals, engaging in hunting, and fishing activities, gathering resources from the natural 

environment (Ellis, 1998; Barrett et al., 2001). Many rural households rely on off-farm and non-

farm income in addition to on-farm to enhance their revenue streams and mitigate the risks of 

depending solely on agricultural activities (Ellis, 1998).  

 

Livelihood strategies can vary based on the specific circumstances and resources available to 

each household (Niehof, 2004). Some factors that influence the choice of livelihood strategies 

include geographic location, access to resources and markets, skills and education, social 

networks, and economic conditions. In developing countries, where economic opportunities may 

be limited, livelihood diversification is often seen as an important strategy to enhance household 

income and reduces vulnerability (Ellis, 1999). By diversifying their income sources, households 

are able to mitigate the risks associated with relying on a single source of income (Yu et al., 

2022). By engaging in livelihood diversification, rural households in developing countries can 

reduce their vulnerability to economic shocks and uncertainty (Ellis, 1999).  

 



11 
 

2.1.4.  Overview of household economic model and sustainable 

livelihood framework 
 

A number of theories have been developed to define the concept of livelihood, livelihood 

diversification, and analyze the factors that determine the participation of households to different 

livelihood strategies.  

 

The household economic model (1970s-1980s) was developed with the goal of addressing rural 

poverty, famine, and food insecurity in developing nations (Ellis, 1993).  Criticism has been 

directed towards this model due to its failure to account for the survival of strategies adopted by 

livelihoods facing challenges (Ellis, 2000). 

In addition, it overlooks the social dynamics among households‘ members (Ellis, 1998). 

Moreover, households often encounter incomplete or imperfect markets that restrict their option 

(Ellis, 1993). Consequently, the model is criticized for assuming perfect market functionality.  

The Sustainable Livelihood Framework (SLF) is a holistic model that helps us comprehend 

how people diversify their livelihoods. SLF emphasize the complexity of livelihoods, 

acknowledging that people‘s well-being depends on different types of resources and skills that 

they use (DFID, 1999). This is how SLF connects to livelihood and livelihood diversification: 

  

Livelihood asset: SLF recognizes that people‘s livelihoods depend on five types of assets: 

natural, physical, human, financial, and social resources (DFID, 1999). To diversify their 

livelihoods, people often use and expand these assets to earn income and satisfy their basic 

needs. For instance, a household might diversify their income streams by buying farmland 

(physical resource), learning new skills through education and training (human resource), 

learning new skills through education and training (human resource), or getting loans and 

savings (financial resources) to launch a small enterprise (Reardon et al. 2001). 

  

Vulnerability context: The SLF recognizes that people‘s livelihoods are shaped by a variety of 

external influences, including social, economic, political, and environmental factors. The term 

vulnerability context is used to describe these external elements that determine the opportunities 

and limitations of people‘s livelihoods. In response to shifts in these external conditions, such as 

economic recessions, environmental harm, or political unrest, livelihood diversification can serve 
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as a resilience strategy. For example, to reduce the risks linked to crop failures, market price 

changes, or unemployment households might opt to diversify their income streams (FAO, 2018).  

 

Livelihood strategies: SLF acknowledges that people use different ways of making a living to 

achieve their objective and desires. These ways can involve a mix of actions such as agriculture, 

non-agricultural work, entrepreneurship, migration, and money transfers. Livelihood 

diversification is a crucial way of making a living that the SLF highlights, as it enables 

households to reduce risk, seize opportunities, and adjust to changing situations. By expanding 

their livelihood action, households can improve their ability to cope with shocks and pressures 

while increasing their overall well-being (Manlosa et al., 2019, Ellis 2020). 

 

In summary, SLF is a theoretical model that connects resources, external factors, ways of making 

a living, and livelihood diversification. By analyzing how people use and manage different 

resources according to their situation, policymakers and practitioners can plan actions that 

support sustainable livelihoods and increase livelihoods for people in need. 

 

Figure 1: Sustainable Livelihood Framework (Source: DFID 1999) 
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2.2. Empirical review on determinants of livelihood diversification. 
 

 

Education consistently emerges as a significant determinant of livelihood diversification across 

various studies. In South Africa, Mudzielwana et al. (2022) found that agricultural training 

significantly influences the choice of diversification strategies. Similarly, Gebrehiwot et al. 

(2018) and Demie & Zeray (2015) in Ethiopia highlighted that higher education levels positively 

impact the decision to engage in non-farm activities. Ahmed et al. (2018) in Bangladesh and 

Eneyew (2012) in southern Ethiopia also confirmed that education levels significantly affect 

livelihood diversification decisions.  

 

Household Characteristics such as age, gender, marital status, and family size play crucial roles 

in diversification decisions. Mudzielwana et al. (2022) identified age and marital status as 

significant factors in Southern Africa. Ahmed et al (2018) noted that the gender of the 

household‘s head and household size positively influence diversification in Bangladesh. In 

Ethiopia, Melaku (2016) found that the sex of the household head and marital status are 

significant, while Tefera et al. (2004) noted that households with many adult males have a higher 

probability of participation in non-farm activities. 

  

Land holding is a critical factor affecting non-farm diversification. Larger land size is generally 

associated with lower participation in non-farm activities. For instance, Tafesse et al. (2015) 

found that smaller land holdings are more likely to involve in non-farm activities in Ethiopia. 

Conversely, Demie & Zeray (2015) found that better land size positively affects income from 

non-farm activities, highlighting a complex relationship. Agricultural experience also plays a 

role, as noted by Iqbal et al. (2021) in Pakistan, where farming experience negatively affected the 

probability of participation in self-employment activities.  

 

Access to credit significantly influences the capacity of livelihood diversification. In Ethiopia, 

Gebrehiwot et al. (2018) and Kassie et al. (2017) underscored importance of credit in enabling 

households to diversify their income sources. Similarly, Ebaidall (2020) in Sudan and Mentamo 

& Geda (2016) in Ethiopia found that access to credit is crucial for smallholder farmers‘ 

diversification efforts. Insufficient initial investment and inadequate or limited access to credit 

facilities have been recognized as the primary obstacle to expand livelihood diversification 

beyond agriculture pursuits (Robaa & Tolosa, 2016). 
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Livestock ownership is a unique determinant of diversification identified primarily in Ethiopia. 

Eneyew (2012), Tefera et al. (2004), and Demie & Zeray (2015) highlighted that livestock 

ownership significantly influences diversification strategies in Ethiopia pastoral areas. 

  

Institutional factors such as membership in cooperatives and perception of land ownership 

security significantly influence diversification. Kassie et al. (2017) in Ethiopia found that these 

institutional factors have a substantial impact on agricultural activities. Community 

characteristics like access to infrastructure and market are also critical. Demie & Zeray (2015) 

and Eneyew (2012) indicated that proximity to market and roads facilitates better access to non-

farm employment opportunities. 

  

The dependency ratio and household income are also significant determinants. Iqbal et al. (2021) 

in Pakistan found that the dependency ratio positively affects the probability of participation in 

self-employment activities. Similarly, Gebrehiwot et al. (2018) noted that income levels 

positively influence diversification strategies in Ethiopia. 

  

In summary, the empirical studies reviewed have identified several factors that determine 

participation in diversified livelihood activities. These factors can be categorized into individual 

and household characteristics such as age, education, gender, household size, dependency ratio, 

land holding,    assets, and income; and community characteristics such as distance to market, 

proximity to towns, and access to physical infrastructure such as roads. However, there is no 

agreement in the direction and magnitude these determinants affect the participation in 

diversified livelihood strategies, due to mixed results in the empirical literature (Abdurezak et al., 

2020; Sanusi et al., 2016; Neglo et al., 2021). 

 

Studies conducted in different countries including Ethiopia, Nigeria, South Africa, Pakistan, and 

Bangladesh consistently highlight the importance of education, land size, access to credit, and 

household size as significant determinants of diversification. However, there is variation in the 

influence of these factors across different contexts. For instance, while access to credit is crucial 

in Ethiopia and Sudan, it is less emphasized in other regions. Similarly, factors such as age 

dependency ratio and livestock ownership show varying impact depending on the local context.  

 

Overall, the literature underscores the complexity and context-specific nature of livelihood 

diversification. Generally, it is observed that there are limited studies on determinants of 
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livelihood diversification strategies specific to households supported by PSNP program 

especially in the study woreda. Thus, this study is expected to contribute to the existing 

knowledge by incorporating the above-mentioned gaps. 

 

2.2.1 Livelihood diversification strategies in Ethiopia  

 

In Ethiopia, livelihood diversification strategies are a critical means for rural households to 

improve their income and resilience. Many studies have shown that rural households in Ethiopia 

rely on a combination of non-farm, on-farm, and off-farm activities to diversify their livelihoods 

(Alemu, 2023; Kassegn & Abdinasir, 2023; Kassie et al., 2015).  

 

Several studies in Ethiopia have revealed the different ways that rural households can enhance 

their income and resilience by engaging in various livelihood activities. These livelihood 

strategies or activities can be classified into broad categories: nonfarm, on-farm and off-farm 

(Addisu, 2017; Debela &Desta, 2016; Mengistie &Kidane, 2016). According to the previous 

studies, the main source of income for rural households in Ethiopia is agricultural activities, 

mainly cultivating crops and raising livestock. The study conducted in Western Ethiopia, Lare 

Woreda, Addisu (2017), identified six types of livelihood strategies: farming, breading, fishery, 

employment, craftsman work, and trading. Studies by Tenaw (2016) around Meiso woreda and 

Mengiste &Kidane (2016) around Gubalafto woreda, explore that, crop and livestock production, 

petty trading, and remittance were the main livelihood activities people were involved. 

 

Non-farm and off-farm livelihood strategies are common among agro-pastoralists, and include 

activities such as livestock trade, casual labor, and remittance (Tilahun et al., 2017). Rural 

communities also engage in various off-farm activities, such as local trading, handcrafts, wood 

and wood products sales, local drinks production (Tela, Areke), transportation services, 

temporary or permanent employment, oxen renting, and milling income (Mengistie and Kidane, 

2016). 

 

Non-farm activities are diverse and include various forms of trade and handcrafts. For example, 

some people engage in weaving, spinning, carpentry, house mudding, and pot making (Dadi, 

2016; Gecho, 2017). Other non-farm livelihood activities are daily labor, local brewery, formal 

and informal employment, firewood and charcoal sales, food preparation and sales, carpentry, 

transportation of produce, sand extraction and sale (Yishak et al., 2016). However, defining, and 
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distinguishing non-farm and off-farm activities are still a major challenge in the literature on 

livelihood strategies and diversification. The diversification of livelihood strategies in Ethiopia is 

not only a means for rural households to improve their income and resilience, but it also 

represents a critical pathway toward poverty alleviation and food security. 

 

In conclusion, livelihood diversification strategies such as engaging in non-farm, on-farm, and 

off-farm activities, diversifying income sources, and encouraging productive asset holding are 

key strategies for rural households in Ethiopia to improve their overall well-being and resilience. 

  

2.2.2  PSNP and its impact on livelihood diversification in Ethiopia 
 

  

This program, known as the PSNP, was designed to enhance local livelihoods, and included 

various complementary initiatives (MoARD, 2016). The PSNP is one of the largest social 

protection schemes in Ethiopia, designed to address food insecurity and poverty among rural 

households. Since its inception in 2005, PSNP has aimed to provide predictable and reliable 

transfer to the food-insecure community in exchange for participation in public works or through 

direct support for the most vulnerable groups. 

  

The primary objective of PSNP is to reduce household vulnerability to shocks, enhance food 

security, and community assets through public works. By stabilizing household income and 

consumption, PSNP allows beneficiaries to engage in various income-generating activities 

beyond agriculture. This support system is crucial in a country where agriculture productivity is 

often challenged by recurrent droughts, land degradation, and limited access to modern farming 

technologies (Berhane et al. 2014; Hoddinott et al., 2012). PSNP influences livelihood 

diversification of the beneficiaries in several ways and briefly presented as follows.  

 

PSNP transfer provides a steady source of income, enabling households to invest in non-farm 

activities. Studies have shown that beneficiaries of PSNP are more likely to engage in petty 

trading, small-scale enterprises, and other off-farm employment opportunities (Berhane et al., 

2014). However, other research, including (Weldegebriel and Prowse (2013); Devereux et al., 

(2006) indicated that the PSNP is not effectively encouraging investment in agriculture and had 

minimal impact on on-farm investments. In addition, other research indicates that the transfer 

amounts are often insufficient to significantly impact household income levels, thus limiting 

their potential for livelihood diversification (Asfaw et al., 2012). 
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The program‘s public works component has led to the development of community assets such as 

roads, irrigation systems, and soil and water conservation structures. These assets facilitate 

access to markets and enhance agricultural productivity, thus encouraging diversification 

(Hoddinott et al., 2012). Contrarily, some studies argue that the quality and sustainability of 

these assets are often poor, limiting their long-term benefits and effectiveness in supporting 

diversification (Girma & Gardebroek, 2015). 

 

By providing a safety net during periods of food shortage, PSNP reduces the need for households 

to resort to negative coping strategies, such as selling productive assets or withdrawing children 

from school. This risk mitigation allows households to pursue more diverse and sustainable 

livelihood strategies (Andersson et al., 2011). Conversely, evidence suggests that the program‘s 

coverage and timing of support are sometimes inconsistent, leading to continued vulnerability 

and limited risk mitigation for many households (Sabates-Wheeler & Devereux, 2010).  

 

Some studies suggest that PSNP participation can improve access to credit by enhancing 

households‘ creditworthiness. With better access to financial services, households can invest in 

diversified livelihood activities (Gilligan et al., 2009). However, other research highlights that 

PSNP does not significantly alter households‘ credit access, as financial institutions may still 

view beneficiaries as high-risk borrowers due to their reliance on social protection (Berhanu 

Lakew & Azadi, 2020). 

 

Despite its successes, PSNP faces several challenges that can limit its impact on livelihood 

diversification. Inadequate funding and resources allocation can affect the timely delivery of 

PSNP benefits, reducing its effectiveness in supporting diversification efforts (Berhane et al., 

2014). The impact of PSNP can vary significantly across regions due to differences in 

implementation capacity, local governance, and community participation (Hoddinott et al., 

2012). Additionally, there is ongoing debate about the sustainability of PNSP benefits. While 

short-term improvement in income and food security is evident, the long-term impact on 

livelihood diversification requires continuous monitoring and support (Gilligan et al., 2009). 

  

PSNP has played a significant role in enhancing livelihood diversification in Ethiopia by 

providing income stability, creating community assets, mitigating risks, and improving access to 
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credit. However, challenges such as resource constraints and implementation variability need to 

be addressed to maximize its impact.  

 

Additionally, there is a gap in the literature regarding determinants factors that affect the 

participations of PSNP beneficiaries in on-farm, off-farm and non-farm livelihood strategies.  

Further research is necessary to explore these aspects of ensuring that PSNP not only alleviates 

short-term food insecurity but also contributes to sustainable development and poverty reduction.  

 

2.3  Conceptual framework of the study  
 

As a result of empirical and theoretical assumptions, the researcher has developed the following 

conceptual frameworks. Livelihood diversification among PSNP beneficiaries in study woreda is 

influenced by a complex interplay of input factors. 

To conduct this study the researcher developed and used a conceptual framework to analyze the 

relationship between different factors and the choice of livelihood strategies. In this study, PSNP 

is expected to support the beneficiaries to engage in different livelihood strategies like On-farm 

(Crop and Livestock), off-farm, and non-farm (wage and self-employment) at a time in two or 

more than livelihood strategies depending on heterogeneity in their livelihood asset to enhance 

their livelihood and graduate or exit from the program aid.  

 

Therefore, understanding the determinants factors and barriers that limit the participation of the 

PSNP beneficiaries in two and above livelihood strategies mentioned above and will help in 

designing tailored livelihood strategies by the PSNP to increase the number of beneficiaries that 

graduate from the program aid by improving food security. Based on theoretical assumptions, the 

researcher used sustainable rural livelihood framework (Scoones, 1998) as a foundation to 

examine and understand the determinant that affect the participation of PSNP beneficiary‘s 

across different livelihood diversification strategies.  

 

The conceptual framework included has five components: demographic variables, determinants 

factors (Physical capital, financial capital, Institutional capital, social capital, and human capital), 

policy and institutions, choice of livelihood strategies, livelihood outcome. The conceptual 

framework shows that demographic factors, determinant factors, policy and institutional factors 

that have direct and indirect impact on the choice of PSNP beneficiaries diversified livelihood 

strategies. 
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Figure 2: Conceptual Framework of the Study: Adopted from DFID  

 

Source: Adopted from DFID 1991  
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CHAPTER THREE: RESEARCH METHODOLOGY  
 

 3.  Introduction  
 

In this section, the following topic covered: the study area, research design, research 

methodologies, data collection method, and econometric model and variables types.  

 

3.1. Description of the study areas   
  

The study area, ATJK, is a district in the ONRS of Ethiopia, located in the Great Rift Valley. 

Geographically the woreda is located between n 70 04‟N to 70 37‟North latitude and 380 32‟ E 

to 390 04‟E longitude and lies in the central rift valley and the total area of the Woreda is 

1491.66Km2. It is bordered to the north by Dugda Bora Woreda, in the west by central Ethiopia 

regional state, Arsi Negele woreda to the south and Arsi Zone to the East (Sosena, 2022).  

 

The woreda has 47 rural kebeles administration and four urban kebeles. Out of 47 kebeles, about 

26 kebeles are included by the PSNP5 program. The total projected population of study woreda 

is 221,904 according to the 2024 projected data (Ethiopia Statics Service, 2024) and out of this, 

23,759 are targeted by the PSNP program (WAO, 2024)  

 

The population density of the woreda 1 person per km
2
 and the average population growth rate is 

2.9%. The settlement pattern is totally permanent type, supporting their livelihood from the 

traditional agriculture production and rearing of cattle (Sosena, 2022)). Batu (Ziway) the main 

capital of the woreda, is located 160 KM to the Southeast of Addis Ababa on the main highway 

asphalt road to Shashemene.  The woreda has a diverse economy, with agriculture, industry and 

trade as the main source of income. The woreda is known for its production of soda ash and 

caustic soda from Lake Abijatta, as well as fruits and vegetables from irrigated farms.  

 

The woreda encounters different ecological and environmental challenges, such as water 

scarcity, soil erosion, land degradation, and deforestation (Gemechu, 2015).  The average 

maximum temperature over the last 10 years (2012-2022) was approximately 28.2 degree 

Celsius as per the data from Ethiopian metrology agency (EMA), (2025). 

 

The altitude of the woreda varies from 1500 meters to 2328 meters above sea level. The physical 

feature of the woreda is 95% flat land while the remaining 5% is mountainous and hilly. The 

agro-ecology of the woreda is 90% kolla and 10% wyena dega. The two major types of soil in 
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the woreda are clay soil and sandy loam. In addition to small seasonal rivers, Lake Ziway, 

Langano and Abijata are available source of water for the local communities. 

 

In the study woreda, agricultural production is mainly based on rain-fed, and the main crops 

grown are maize, haricot beans, and teff. Also a crop-production is major agriculture activity, 

livestock served as important source of livelihood. The major rainy months in the study area are 

June to September (Kiremnt session). However, irregularities in rainfall are common. The data 

collected from the EMA shows that the average annual rainfall in the study area was 

approximately 691.5 mm in the past ten years (2012-2022). The average monthly rainfall in the 

study woreda was 38.69 in 2020, 28.94 mm in 2021, and 27.71mm in 2022(EMA:2025). The 

average monthly rainfall data indicates that there is clear decreasing trend and as a result crop 

production was law.  

 

Figure 3: Location map of the study area.   

 

 

Source: Authors construct (2025) 
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3.2. Research design. 
 

 

In this research study, a descriptive research design employed using mixed method approach by 

combining quantitative and qualitative methods. A descriptive research design was preferred to 

systematically and effectively examine factors that determine the participation of PSNP 

beneficiaries in combined livelihood strategies. In this study mixed-method approach both 

qualitative and quantitative used.  For qualitative data collection methods, focus groups 

discussions (FGD), and key informant interviews (KIIs) used and whereas for quantitative data 

collection, structured survey questionnaire managed. This approach allowed the researcher to get 

full insights from few respondents while also catching broader information from the entire 

sample in the study area.  In this study cross-sectional data used, which enabled the researcher to 

examine a single period assessment of the study population at a specific point of time.  

 

3.3. Sampling procedure and sample size determination,  
 

3.3.1. Sampling procedure  
 

For this particular study a combination of purposive and simple random sampling methods used. 

The sampling process involved multiple stages.  In the first stage, one woreda (ATJK) was 

selected purposively from the three PSNP woredas in East Showa Zone. In East Shewa Zone, 

there are three woredas (ATJK, Fentale, and Boset) which are targeted by PSNP program.  

Out of three woredas, ATJK is purposively selected because of high prevalence of food 

insecurity and large number of PSNP program participants in the study woreda.  In the second 

stage, three representative‘ sample kebeles were selected purposively from a total of 26 kebeles 

targeted by PSNP program in the study woreda.  The study woreda consists of 47 kebeles, and 

out of this, 26 kebeles are under PSNP assistance since 2005(WAO, 2021).   

 

In consultation with PSNP expert from woreda Agriculture office, the researcher applied a 

purposive sampling method to select three representative sample kebeles, (Bocceessa, Worjaa 

Woshgullaa, and Qamoo Garbii) considering the high number of PSNP beneficiaries and security 

situations. Finally, sample households were selected using simple random sampling techniques 

and proportional population size was used to distribute the sample across three kebeles. 

  

 



23 
 

 

3.3.2. Sample size determination,  

 

PSNP program have two types of beneficiaries which is public work participants which is 

eligible to involve in livelihood components, and permanent direct support which is not eligible 

to participate in livelihood component support (MoARD, 2016).  Since the PSNP program 

planned and supported only public work participants to engage them in different livelihood 

strategy, the sample frame for this research included only public work participants.  The sample 

size for households‘ survey was determined based on the desired level of precision, using the 

simplified formula provided by Yamane (1967).    

  
 

   ( )
         

Where n=sample size 

N=population size 

e=level of precision (which is set here at 6%) 

The total current PSNP beneficiary households in 3 kebeles were 818(417M: 401F), out of this 

171(43M: 128F) are permanent direct support and 647(374M: 273F) are public work 

participants. For this research purpose, 647(374M: 273F) public work participants considered.  

Sample household size for the study was: 

Sample household size=647/ (1+ (647*0.06*0.06)) =194 households.  

The following table presents the population and sample size for each kebele. 

 

Table 1: Distribution of population per sample kebeles 

List of 

kebeles 

Total households * Sample households ** Percentage 

Male Female Total Male Female Total 

Bocceessa 141 49 190 42 15 57 29.4 

Worjaa 

Woshgulla 121 149 270 36 45 81 

 

41.7 

Qamoo Garbii 112 75 187 34 23 56 28.9 

Total  374 273 647 112 82 194 100 

Source: Authors‘ compilation based on Woreda Agriculture office PSNP data. 

Note: * This data are collected from woreda agriculture office  

          ** Data generated by Yamane sample size calculation  
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The required number of sample households was proportionally allocated to each sample kebele 

based on the population size of public work participants. Then systematic random sampling 

techniques were used to select sample households from each sample kebeles based on the 

proportion of their size.  

 

3.4. Data collection techniques  
 

 

To achieve the study objective, both quantitative and qualitative data were collected from 

primary and secondary sources. This approach allowed the researcher to get full insights from 

few respondents while also catching broader information from the entire sample in the study 

area. Quantitative data were collected from PSNP targeted kebeles using a structured 

questionnaire.  Data were collected on various demographic, sociocultural, socioeconomic, 

institutional, physical, and financial characteristics that affect participation in diversified 

livelihood strategies. 

 

Key informants, Focus group participants, and sample households were used as main source of 

primary data. Focus group discussions and key informant interviews were conducted in the 

sampled kebeles using a predefined checklist questions. Bocceessa and Worjaa Woshgullaa were 

selected to conduct focus group discussions. A total of 20 participants (10 from each kebele) 

were selected from two kebeles to participate in the focus group discussions. The discussion 

focused on socio-cultural, socio-economic, institutional, physical, and financial factors 

influencing livelihood diversification. 

 

In addition, KIIs were conducted at woreda level by involving five individuals who possessed 

relevant knowledge and practical experience on PSNP program implementation and beneficiary 

behavior.  The participant of KIIs selected from the following sector office: Woreda Cooperative 

Office, Woreda Office of Agricultural, Woreda Food Security Desk, woreda bureau of labor and 

social affairs (BOLSA), Micro finance institution (MFI), and Woreda Livestock desk. The 

researcher assigned three data collectors by considering their exposure with research kebeles, 

knowledge, skill and capacity. The researcher provided training for data collectors for one day on 

understanding questionnaire, and how to properly feed the responses into kobo toolbox system 

(an online data collection tool).  
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A pretest is conducted by researcher with sample date collection at komo Gerbi kebele before 

wider data collection started. Based on the pretest feedback and input, some questionnaires 

improved for better result. To avoid the data gap and supplement primary data, additional 

secondary data from published and unpublished materials crosschecked. Some of secondary data 

were, periodical report produced by ATJK woreda Agriculture and natural resource bureau were 

used to enhance the information collected through primary data collection tools.  

 

3.5. Model specification, data analysis techniques, and definitions of variables  
 

Econometric model and descriptive statistics were used to examine the data. Specifically, the 

Multinomial Logistic Regression (MLR) model was employed to inspect the determinants of 

livelihood diversification. For data processing and analysis, Statistical Package for Social 

Science (SPSS) version 25 statistical software package was used for quantitative data, while a 

thematic and narrative approach was applied to analyze the qualitative data.  

 

3.5.1. Model specification  
 

MLR model was employed to analyze the determinants of livelihood diversification strategies 

among PSNP beneficiaries. In this model, the dependent variable was the type of livelihood 

diversification strategy adopted by the beneficiaries. The categories included: on-farm activities 

alone (crop and livestock), on-farm plus non-farm, on-farm plus off-farm, and a combination of 

on-farm, off-farm, and non-farm strategies.  

 

The independent variables included in this study were, cooperative membership, livestock 

ownership, education level of the household, size of households targeted by PSNP, income from 

remittance, income from crop production, access to credit, access to livelihood training, age of 

the household, farm size, dependency ratio, sex of the household, and ownership of irrigation 

land. This model allowed for the valuation of the likelihood of each category of the livelihood 

diversification strategy, relative to a reference category, based on the values of the independent 

variables. 

  

MLR analysis result provided insights into the factors influenced the participations of PSNP 

households in diverse livelihood diversification strategies. The econometric model applied in this 

study was based on the theoretical framework outlined by Green(2003), as cited in Yizengaw et 
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al. (2015), which modeled the households‘ decision making process as the maximization of 

expected utility by selecting from set of discrete livelihood strategies.  

 

The statistical model was specified as follows a: yi jk 

Uij = Zij β +ϵi j   ______________________________________________________ (1) 

If the respondent selected choice j, then Uij was the maximum among all possible utilities.                  

Thus, the probability that choice j was made was defined by: 

 

P (Uij > Uik) for all other k ≠ j _______________________________________ (2) 

Accordingly, a household‘s decision was modeled as maximizing the expected utility by 

choosing the j
th  

 livelihood strategy from among J discrete alternatives:  

Maxj= E (Uij)=fj (xi)+ Ɛij, j=0, …, J ______(3) 

In general, for a categorical outcome variable with J options, the probability that a household 

with characteristics X chose livelihood strategy j, Pij, was modeled as:  

Pij =
   (    )

    
 

   (    )
, _______________________________________________ (4) 

With the constraint that       
    =1 for all i 

In this equation, Pij represents the probability of the i
th

 respondent choosing the j
th  

 category, Xi 

represents the predictors, and βj indicates the coefficients associated with each response category. 

Normalization was introduced by assuming β1=0 (Green, 2003), which simplified the model as 

follows: 

Pr(yi=j/xi) ==
   (    )

      
 

   (    )
 ,  for j=o, 1…... J and  

For the baseline category (reference group):  

Pr (yi=1/xi) =Pi1=
   

      
 

   (    )
,    ____________________________________ (5) 

This formulation ensured that the sum of probabilities across categories equaled one. 

Consequently, the log-odds ratio for category J relative to the baseline was expressed as: 

Log (
   

    
)      ____________________________________ (6) 

The model estimated the parameters β using maximum likelihood estimation through 

multinomial logistic regression and provided insights into the factors that influenced PSNP 

beneficiaries‘ participation of livelihood diversification strategies in the study area.   
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3.5.2. Data analysis techniques.  
  

The researcher utilized econometric models and descriptive statistics to examine household data. 

Initially, qualitative or categorical data were analyzed using percentages, chi-square tests, and 

frequencies. On the other hand, quantitative continuous data were assessed using one-way 

ANOVA, minimum values, mean, and standard deviation. The data interpretation and 

tabularization were carried out in alignment with the research question. Following the descriptive 

statistical analysis, multinomial logistic regression model was utilized to identify the 

determinants of livelihood diversification strategies among PSNP beneficiaries.  This model 

enabled the examination of the relationship between a categorical dependent variable 

(comprising three livelihood diversification strategies) and multiple independent variables.  

The researcher used SPSS version 25 for data analysis. 

 

 3.5.3. Definition of variables  
 

3.5.3.1. Dependent variables  
 

The dependent variable used in the multinomial logistic regression analysis had a dichotomous 

nature, representing whether the household participated in crop and livestock production(on-

farm), non-farm, and off-farm(employment) activities or not. The variable was coded as 1 if the 

household participated in any combination of on-farm, non-farm, or off-farm livelihood 

activities, and 0 otherwise. The outcome categories were defined as follows:  

Y=1 if PSNP households engaged in Crop and Livestock (on-farm) only 

Y=2, if PSNP households engaged in on-farm + non-farm activities 

Y=3, if PSNP households engaged in on-farm + off-farm activities  

Y=4, if PSNP households engaged on-farm + non-farm, + off-farm activities  

3.5.3.2 Explanatory variables. 
 

The following 13 independent variables were hypothesized to determine the participation of 

PSNP beneficiaries in various livelihood diversification strategies. 

  

Sex of the household (Sex):  This was a dummy variable coded as (1=Male, 0=female). Men 

and women often have different levels of access to resource and opportunities, which can 

influence their participation in livelihood strategies (Gebremedhin et al.2018; Quisumbing et al. 

2014).  
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Age of the household (AGE): Age was treated as continuous explanatory variable. Age has 

been identified as significant factors that influence household‘s decision to diversify their 

livelihoods in previous studies. .  

  

Education level of the household head (literacy): This was a categorical variable measured by 

respondents‘ level of formal education (no formal education, primary education, secondary 

education, vocational, or master‘s level). Research by Gebru et al. (2018) and Demie& Zeray 

(2015) highlighted that higher education levels positively affect the decision to engage in non-

farm livelihood strategies. Therefore, the education levels of the household head and other 

household members were expected to influence the involvement in diverse livelihood activities. 

  

Dependency ratio (dependency ratio): This was a continuous variable defined as the ratio of 

dependents to the independent or active labor force.  It was calculated by dividing the sum of 

young (under 14 years), elderly (above 64 years), and person with disabilities by the 

economically active population (ages 14-64). The dependency ratio was considered to 

significantly influence household livelihood diversification, as it affects labor availability, 

financial capacity, and risk-taking behavior. Households with a high dependency ratio often face 

financial strain, limiting their ability to engage in diverse income generating activities beyond 

agricultural. In contrast, households with a low dependency ratio have more working age 

members, enabling greater participation in off-farm and non-farm livelihood options. Bezu and 

Holden (2014) found that households with fewer dependents were likely to diversify into non-

farm income source. Similarly, Ellis (2000) highlighted that high dependency burdens reduce 

household resilience and limit diversification into more lucrative livelihood strategies. Therefore, 

it was expected that households with a dependency ratio would be less likely to participate in 

diversified livelihood options. 

 

Family size of the household targeted by PSNP (FAMILY SIZE): This variables measured 

the total number of family members in the household and whether all members in the household 

and whether all members were targeted by PSNP. It was a dummy variable (1= for full family 

targeting, 0= otherwise). PSNP is a social protection project that supported by government and 

non- profit organization. Due to different factor maybe resources constraints, the program does 

not always target all household members. For instance, in a household of seven members, the 
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project was considering only five members for food or cash transfer. It is believed that 

households with partial family targeting have low access to resource from the project and as 

result have low chance to involve in divers livelihood option.  

 

Irrigable land (IRRILAND): This was a dummy variable (1= households with access to 

irrigable land and 0= otherwise). It was measured based on whether the household had access to 

irrigation facilities. Households with access to irrigation land were able to cultivate throughout 

the year, reducing dependence on rain fed agriculture and increasing the potential to engage in 

other livelihood option such as non-farm activities. Conversely, households lacking irrigable 

land were often constrained to subsistence farming, which limited their ability to diversify into 

more profitable livelihood strategies. Bacha et al. (2011) found that access to irrigation in 

Ethiopia significantly improved households‘ income and promoted participation in off-farm 

employment. Therefore, it was expected that households with access to irrigable land would be 

more likely to engage in alternative livelihood strategies than those without such access. 

 

Farm size (FARMSIZE): This was a continuous variable measured in hectares. It refers to the 

size of cultivated land by households. Households with larger farmland were assumed to have 

more resources to support diversified livelihood strategies. With greater land availability, 

farmers had the opportunity to diversify agricultural production by cultivating multiple crops, 

raising different types of livestock, and accessing credit by using land as collateral (Haggblade et 

al., 2010). Therefore, it was expected that households with larger farm sizes would have greater 

opportunities to involve in diversified livelihood activities.  

 

Livestock ownership (TLU): This was a continuous variable measured in Tropical Livestock 

Unit (TLU). Empirical studies have consistently shown that households with higher levels of 

livestock ownership tend to engage more extensively in diversified livelihood activities 

compared to those with limited livestock assets. For instance, a study by Davies and Hatfield 

(2020) found that households with larger livestock holdings in rural Ethiopia were more likely to 

participate in diverse range of income generating activities, including agriculture, non-farm 

enterprises, and wage labor. Therefore, it was hypothesized that households with better livestock 

ownership would have better opportunities to involve in non-farm and off-farm livelihood 

activities.  
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Annual crop production (ACROPRO): This was continuous variables and measured the total 

amount of production in quintals on an annual basis. Annual crop production significantly 

influenced household livelihood diversification as it determined food security, income stability 

and investment capacity. Household with higher annual crop yields were more likely to engage 

in non-farm activities by reinvesting profits into businesses, and livestock fattening.  Empirical 

studies done by Asfaw et al. (2017) found that higher agricultural productivity enabled rural 

farmers to participate in market-oriented, non-agricultural businesses. Therefore, it was 

hypothesized that households with higher production would have a greater likelihood of 

participating in diverse livelihood opportunities.  

 

Training on  livelihood strategy/access to HABP): Access to training or support through the 

household asset building program(HABP) was treated as  dummy variable including extension 

service and all other components of program package, and coded 1=if household had access to 

any HABP component, 0= otherwise.  HABP is a food security program component that includes 

credits/loans, saving and skill training service provided in collaboration with microfinance 

institutions sponsored by government (Chala, 2019). It was expected that PSNP households with 

access to such training would be more likely to involve in on-farm and off-farm livelihood 

activities. 

 

Access to credit (CREDIT): This was a dummy variable indicating whether the household had 

access to credit services (1=household with access to credit, 0=otherwise). Research by Lemma 

et al. (2021) emphasized the crucial role of that access to credit plays in promoting livelihood 

diversification in rural Ethiopia. Their study found that access to microcredit services, facilitated 

by government-led initiatives such as the PSNP, empowered households to engage in alternative 

income-generating activities beyond traditional farming. Therefore, it was expected that PSNP 

households that access credit will have better access and finance to involve in non-farm activities 

and enhance the income from on-farm activities by involving in animal fattening.  

 

Cooperative membership (both RuSACCO and multipurpose cooperative): Membership of 

cooperative was a dummy variable (1= for household member of RuSACCO as well as 

multipurpose cooperative and, 0= otherwise). Being a member of cooperative has positive effect 

on livelihood diversifications. Households that are members of cooperatives can obtain credit 

and saving service, bulk purchasing opportunities, access to input like fertilizer through the 
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cooperative as a member. In contrast, non-members often face financial constraints that limit 

their ability to diversify beyond subsistence farming. Empirical evidence by Abebaw and Haile 

(2013) highlighted that smallholder farmers who are members of cooperative have better access 

to credit and agricultural inputs, leading to improved productivity and diversified livelihood 

strategies. Therefore, it was expected that households that are members of cooperative will have 

more chance to involve in on-farm and non-farm activities.   

 

Remittance receiving (REMIT):  This was a dummy variable (1= if households received 

remittance, 0=otherwise).  Studies have shown that remittance alleviate financial constraints and 

enables households to invest in education, agriculture, small business, and other income-

generating activities (Adams and Page, 2005). Therefore, it was hypothesized that households, 

with better access to remittance will have better opportunities to involve in non-farm and off-

farm activities.  

 

Table 2: Description of dependent and explanatory variables and the result expected  
 

Choices(Y) Livelihood diversification strategies 

Y=1 On-farm 

Y=2, On-farm + non-farm 

Y=3, On-farm +off-farm 

Y=4. On-farm + non-farm, + off-

farm.  

 

 

 Crop and livestock(on-farm) only 

 Crop and livestock(on-farm) + non-farm                         

 Crop and livestock(on-farm) + off-farm 

 Crop and livestock (on-farm) + non-farm, + off-farm.  

Variables   Description and unit of measurement  Expected 

sign 

Sex Binary (Categorical) +/- 

Age Categorical + 

Literacy  Categorical, education level of HH + 

Dependency ratio  Continuous, dependency ratio - 

Family size targeted by PSNP 

(FAMILY SIZE): 

Continuous, number of family size 

targeted(1= if full family targeted, 0= 

otherwise)  

+ 

Irrigable land (IRRILAND):  Binary,( categorical) 1 if HH access own 

irrigation land and 0 otherwise 

+ 
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Farm size (FARMSIZE): Continuous, land size holding in hectares.  + 

Livestock ownership (TLU): Continuous, total livestock ownership in 

(TLU) 

+ 

Annual crop production 

(ACROPRO): 

Continuous, total production in KG + 

Training on  livelihood 

Strategy/Access to HABP): 

Binary, 1 if HH access training on 

livelihood strategy and) otherwise 

+ 

Access to credit (CREDIT) Binary, 1 if the head access to credit and o 

otherwise  

+ 

Cooperative membership Binary, 1 if HH member of cooperative, 

and 0 otherwise 

+ 

Remittance receiving (REMIT): Binary, 1 if head has access to support 

economical and 0 if not 

+ 

 

3.6. Ethical considerations 
 

The researcher followed the standards of research ethics by informing the research objective 

before starting the interview, keeping the privacy of the interviewee after the interview was 

completed, not exposing personal information to the third party, and selecting a safe place for 

individual safety and security. Confidentiality measures were strictly adhered to, with participant 

information stored securely and anonymised to protect their identities. Moreover, special care 

was taken to minimize any potential harm or discomfort that participants might experience 

because of their involvement in the study.  

 

In addition to ensuring ethical treatment of human subjects, research ethics also encompassed the 

recognition of data generated by others and the proper citations of scholarly research output, 

including articles, books, websites, and other relevant documents. This practice is essential to 

uphold the intellectual and scientific integrity of the research, demonstrating respect for the 

contributions of others and facilitating transparency in the dissemination of knowledge. 
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CHAPTER 4: RESULTS AND DISCUSSIONS  
 

4.1. Results  
 

This chapter presents the findings and analysis of the research. The initial section outlines the 

research result using both descriptive and econometric models. Descriptive statistics including 

percentages, frequencies, and medians were employed to characterize the demographic and 

socio-economic attributes of the sample households, as well as their perception regarding the 

availability and accessibility of livelihood alternatives. The econometric analysis utilizes 

multinomial logistic regression to identify the determinants of livelihood diversification. The 

interpretation of result will focus on three main research questions: The determinants of 

livelihood diversification strategies, the perception of PSNP beneficiaries on the availability and 

accessibility of livelihood strategies, and the barriers and constraints that hinder PSNP 

beneficiaries from participating in livelihood activities.  

 

4.1.1. Descriptive outcomes  
 

4. 1.1.1 Human Capital (demographic characteristics of households)  
  

As per the findings presented in Table 3, majority of households (64.4%) were male headed 

households, while 35.6% were female-headed. The age of household heads ranged between 25 

and 65 years, with a mean age of 38.59 years and this shows majority of them are in active 

working age (Table 3). Regarding education levels, 58.2% of household heads had completed 

primary education, 26.8% had no formal education, 12.4% had attained secondary education, 

2.1% had vocational training, and only 0.5% had master‘s degrees, as shown in Table 3. 

Regarding the family dependency ratio (Table: 4), the study result indicated that the mean 117.34 

and 1.17 dependency ratio observed. This indicates that there is high dependency ratio in the 

study area particularly for PSNP beneficiaries.  Furthermore it is observed that out of the total 

sample households, only 36.6% (Table: 4) involved and access livelihood training packages 

provide by PSNP program.  
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Table 3: Categorical variables 

Variables Category Frequency Percent 

Sex of household 

head 

Female 69 35.6 

Male 125 64.4 

Household head 

education level 

No formal 

education 
52 26.8 

Primary 

education(Grade 1-

8) 

113 58.2 

Secondary 

education(Grade 9-

12) 

24 12.4 

Vocational(10/12+ 4 2.1 

Masters 1 0.5 

Access to fertilizer 
No Access 78 40.2 

Access 116 59.8 

Ownership of 

irrigation land 

No access to 

irrigation 
132 68 

Access to irrigation 62 32 

Cooperative 

membership 

No 91 46.9 

Yes 103 53.1 

Access to credit 
No access 143 73.7 

Access 51 26.3 

Received any 

remittance 

No 104 53.6 

Yes 90 46.4 

Attended 

livelihood training 

No 123 63.4 

Yes 71 36.6 

                    Source: own survey result (2025) 

4.1.1.2. Physical capital  
 

Livestock ownership, measured in tropical livestock units (TLU), ranged from 0.00 to 6.05, with 

an average of 1.78(SD=1.76) (Table 4). Finally, as shown in Table 3, 59.8% of households had 

access to fertilizer, while the remaining 40.2% have no access to fertilizer. This indicates that, 

due to recent fertilizer price, most of PSNP households cannot afford to own basic farm input. 

This has direct impact on product and production of crop farming.  
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4.1.1.3. Financial capital 
  

Access to credit service was even more limited, with only 26.3% (Table: 3) of households 

reporting access to credit, leaving 73.7% without access to credit. In terms of remittance income, 

46.4% of households reported that they received remittances, while 53.6% did not received any 

remittances during the specified period. Furthermore, it is observed that the annual crop 

production of the sample households result shows the minimum registered production was, 0.00 

quintals, the maximum was 75 quintals and the average was 14.39 quintals(SD=9.8)(Table 4).  

This indicates that there was low production due to different climatic factors.  

 

4.1.1.4. Social capital 
 

The data in Table 3 illustrates that 53.1% of households were members of cooperative, whereas 

45.9% were not. On the other hand, on average about 3.5 household members (SD=0.92) were 

targeted by PSNP with number of targeted members ranging from 2 to 5 per households (Table: 

4). 

  

4.1.1.5. Natural capital  
 

According to Table 4, the average landholding size among surveyed households was 2.66 

hectares, with a minimum of 0.00 hectares and a maximum of 3.5 hectares, reflecting significant 

variation in land ownership. Additionally, 32% (Table; 3) of the households had access to 

irrigable land, while 68% reported no access to irrigation. This implies that there is limited 

access to irrigation facilities and farm land shortage in the study area which is limiting their 

production capacity.  
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Table 4: Continuous variables 

Descriptive statistics 

Variables  N Minimum Maximum 

Mean  Std. 

Deviation  

Age of the HH 194 25 65 38.59 7.306 

Total livestock unit(TLU) 194 0.00 6.05 1.77639 1.756361 

Land holding size 194 0.00 3.5 2.6637 14.02055 

Annual crop production 194 0.00 75.00 14.3939 9.80090 

Dependency ratio 194 0.00 500.00 117.34045 88.175378 

Number of family targeted by 

PSNP 

194 2.0 5.0 3.510 .9232 

Valid N (list wise) 194     

Source: own survey result (2025) 
 

4.1.1.6. Livelihood strategies adopted by PSNP households. 
 

Table 5 presents the distribution of livelihood strategies among the surveyed households in the 

study area. The findings indicated that 35.6% of households rely solely on on-farm activities, 

with no diversification. In contrast, 23.7% of households engaged in both on-farm and off-farm 

activities, 13.9% of households involved in on-farm and non-farm activities, and 26.8% of 

households adopt a diversification strategy incorporating on-farm, off-farm and non-farm 

activities. Diversification of livelihood strategies is crucial for enhancing household resilience 

and reducing vulnerability to agricultural risks. The primary livelihood diversification strategies 

employed by PSNP beneficiaries in the study area include a combination of agricultural with off-

farm activities, agricultural with non-farm activities, and a mix of agricultural, off-farm, and 

non-farm activities.  

 

Table 5:  Livelihood strategies adopted by PSNP households.  

Livelihood strategies Frequency Percent 

No diversification (on-farm only)  69 35.6 

On-farm +off-farm 46 23.7 

On-farm +non-farm 27 13.9 

On-farm +off-farm +non-farm 52 26.8 

Total 194 100.0 
Source: own survey result (2025) 



37 
 

 

As shown in Table 6, the distribution of livelihood strategies varied significantly across kebeles. 

In Bocceessa kebele, 35 households (18%) engaged in all livelihood strategies, while none 

reported a lack of diversification. On the other hand, in Worja Woshgullaa kebele, 35 households 

(18%) did not diversify their livelihoods, whereas only 13 households (6.7%) adopted all three 

strategies. Similarly, in Qamoo Garbii kebele, 34 households (17.5%) reported no diversification 

while only 4 households (2.1%) engaged in all three livelihood strategies. These variations 

highlight the uneven adoption of diversification strategies across different kebeles, reflecting 

potential differences in access to resources, and economic opportunities.   

Table 6: Livelihood diversification across study kebeles 

                Kebeles  

Livelihood strategies 

No diversification 

(only on-farm) 

On-farm +off-

farm 

On- farm 

+non-farm 

On-farm + off-farm 

+non-farm 

Bocceessa  0 20 2 35 

Warja Woshgulla 35 11 22 13 

Qamoo Garbii 34 15 3 4 

Total 69 46 27 52 

Source: own survey result (2025) 

Key informants provided valuable insights into the types and perception of livelihood strategies 

adopted by PSNP beneficiaries in the study area. A woreda level expert noted that a variety of 

income –generating activities are available, such as poultry production, operating small shops, 

engaging in sand and stone extraction, and agricultural production. However, he emphasized that 

these opportunities are often underutilized due to what he described as a poor attitude for some 

income generating activities.  According to this informant, the issues are not just availability but 

willingness to engage.  

 

A key informant from financial institutions added that despite climate related risks, some PSNP 

beneficiaries have managed to engage in livelihood activities particularly shoat fattening, petty 

trading, and small scale crop production.  Another key informant from woreda food security 

office elaborated on a wide range of potential livelihood strategies, though many remain 

underutilized. He highlighted that vermicomposting preparation, poultry farming, shoeshine 

services, animal fattening, straw selling, and renting oxen are some of the available livelihood 
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strategies in the study woreda. He also mentioned irrigation farming as a viable income source, 

although many beneficiaries choose to rent out their land rather that cultivating it themselves. 

 

Informant from woreda cooperative office also reflected the diversity of option tailored to 

different livelihood types. He mentioned, ox and shoat fattening, irrigation farming particularly 

in Bocceesa kebele, petty trading, and cart transporting service are among the potential 

livelihood activities in the study areas.  Similarly, participants from FGD held at Warja 

Woshgulla kebele identified practical livelihood strategies in which they actively engaged. This 

includes coffee grain trading, poultry production, ox-fattening, and running small shops. 

 

4.1.2, Perception of productive safety net program beneficiaries towards the 

availability and accessibility of livelihood options in the study area.  
 

 

The following subsection covers the results of qualitative and quantitative findings to explore 

PSNP beneficiaries‘ perceptions regarding the availability and accessibility of potential 

livelihood strategies. Table 7 presents respondents‘ perceptions of the availability of livelihood 

activities in the study area. Among the various options, agriculture, primarily crop farming, was 

the most frequently reported by 190 respondents, representing 25.9% of total responses and 

97.9% of   households involved in the survey. This was closely followed by livestock, related 

activities such as rearing, fattening, and trading, which were mentioned by 188 respondents 

(25.6%) of the total response, or 96.9% of the sample households. 

 

Non-farm activities were also perceived as an available livelihood option, which was mentioned 

by 147 respondents (20% of the total response). Daily wage labor (off-farm) in farm-related 

activities was reported by 102 respondents (13.9%). Services-based livelihoods(non-farm), 

including small restaurants, tea and coffee shops, and local alcohol brewing, were identified by 

95 respondents (12.9%), and about 13 respondents (1.8%) indicated that other livelihood 

activities are available in the study area.  
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Table 7: Available livelihood types in the study area (N=194, multiple response)  

Availability of livelihood activities 

Responses 

N Percent 

Agriculture (crop farming) 190 25.9% 

Livestock (rearing, fattening, trade) 188 25.6% 

Trade (non-farm) 147 20.0% 

Employment (daily labor in farm) 102 13.9% 

Service (small restaurant, tea and coffee, local 

alcohol drink...) 

95 12.9% 

Other 13 1.8% 

Total 735 100.0% 

Source: own survey result (2025) 

As illustrated in Figure 4, the accessibility of livelihood activities (listed on Table 7) varied 

among respondents. A total of 43 respondents (22.2%) reported that these activities were highly 

accessible, while the majority, 93 respondents (47.9%), considered them somewhat accessible. In 

contrast, 58 respondents (29.9%) indicated that these activities were not accessible at all.  

Figure 4: Accessibility of livelihood activities for PSNP beneficiaries in the study area. 

 

Source: own survey (2025) 

 

Although the data show a relatively high level of awareness regarding the availability of various 

livelihood opportunities, qualitative findings reveal contrasting attitudes and behavioral 

challenges among the PSNP beneficiaries. One of the key informants said that ―there is a real 

gap from the PSNP beneficiary‘s side to participate in productive livelihood opportunities. Most 

22% 

48% 

30% 

Accessibity of livelihood activities  

Very accessible

Somewhat accessible

Not accessible
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of them are not interested in labor-intensive work and tend to depend on the aid rather than 

taking initiatives to improve their source of livelihood‖.   

 

Still other informants pointed to cultural perceptions and knowledge gaps as key barriers to the 

uptake of few or unfamiliar livelihood opportunities. He said that most of the PSNP beneficiaries 

are not interested in being involved in business such as verm-compost, plant weeding, shoeshine, 

collecting kobota (dry animal manure common fuel source) due to negative perception or fear of 

judgment. Meanwhile, even though extension workers continue to inform PSNP beneficiaries 

about potential income generating activities, yet there is low demand from the beneficiary side 

due to dependency on the aid of PSNP program.    

 

Meanwhile, extension workers continue to inform PSNP beneficiaries about potential income-

generating activities, yet face challenges due to what they describe as a dependency mindset. 

One of key informants said that ―the awareness exists. However, the community has developed a 

dependency syndrome and many are not motivated or ready to graduate from the program‖. 

4, 1, 2.1.   Available support service for PSNP beneficiaries. 
  

To facilitate PSNP beneficiaries‘ engagement in diversified livelihood opportunities, various 

support services are expected from PSNP to be provided. These include training, access to credit, 

marketing linkages, and relevant information. As it can be observed from the figure 5, most of 

the respondents (41.7%) rated the availability of technical support and different related 

assistance from the program (PSNP) as poor. This was followed by 57 respondents (29.4%) 

rating the support and service as fair, and 34 respondents (17.5%) rated as good or better. A 

smaller portion (15 respondents) rated the service as excellent, while 7 respondents considered as 

very poor.  Furthermore, the researcher asked questions to check if the PSNP program has 

impact on creating accessibility, of livelihood options for PSNP clients in study kebeles. 
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Figure 5: Available Support (Training, Credit. market linkage for PSNP beneficiaries) 

Source: own survey result (2025)    

                                                                                                                 

In addition, respondents were asked whether they believe the PSNP program has had positive 

impact on improving the availability and accessibility of livelihood options.  Out of the 194 

sample households, about 84(43.3%) perceive that PSNP program had positive impact; 

contrastingly 110(43.3%) respondents perceive the revers.   

These findings suggest that most respondents perceive PSNP program as ineffective in 

enhancing access to and availability of alternative livelihood opportunities for PSNP 

beneficiaries.  

 

Table 8: Do you think PSNP improved the availability and accessibility of livelihood 

strategies? 
 

 

Answer  Frequency Percent 

Yes 84 43.3 

No 110 56.7 

Total 194 100.0 

                                  Source: own survey result (2025) 

 

Table 9 below summarizes respondents‘ priorities for improving livelihood strategies. The most 

frequently cited improvement, mention by 27.2% of respondents, and was better access to credit 

and financial services, underscoring the critical role of financial inclusion in livelihood 

diversification. This was followed by the need for more training and skill development programs 

(19.2%), highlighting the importance of capacity building initiatives. Additionally, 16.8% of 
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respondents identified improved infrastructure, such as road and market facilities, as a key 

priority, while 16.2% emphasized the need for greater access to information and resources, both 

of which are essential for enhancing economic resilience. Institutional support from local 

government or non-profit organization was prioritized by 15.4% of respondents, reflecting the 

significance of external assistances in strengthening livelihood opportunities. 

 

Overall, this finding emphasized the multidimensional needs for access to credit, training on skill 

developments, importance of infrastructure, and institutional improvements to support the 

livelihoods of PSNP beneficiaries.  

 

Table 9: Improvements option for livelihood strategy (multiple response are possible) 

Improvement options for livelihood strategy  

Responses 

N Percent 

Better access to credit and financial services 180 27.2% 

More training and skill development programs 127 19.2% 

Improved infrastructure (e.g., roads, market facilities) 111 16.8% 

Greater access to information and resources 107 16.2% 

Support from local government or NGOs 102 15.4% 

Other 35 5.3% 

Total 662 100.0% 

           Source: own survey result (2025) 

 

4.1.3 Barriers affecting PSNP beneficiaries from participating in livelihood 

activities. 
 

Under this subtitle, the results of qualitative findings on barriers affecting PSNP beneficiaries‘ 

participation in livelihood activities are presented. From the FGD held at Worja Woshgullaa and 

Qamoo Garbii kebeles, securing loans from financial institutions is very challenging. FGD group 

from Worja Woshgullaa revealed that, due to institutional bureaucracy and stringent collateral 

requirements, it is very challenging for PSNP beneficiaries to access loans.  The group 

participants from Warja Woshgullaa shared their experiences as follows. ―We tried to approach 

one of MFI to request a loan and they forced us to form a group of 20 people and contribute 10% 



43 
 

of savings as the first step. Even though we formed a group and contributed savings, we weren‘t 

able to get a loan and finally failed to access it‖.  

 

Similarly, the FGD conducted at Qamoo Garbii conducted confirmed related challenges.  Some 

of the PSNP households said that they requested a loan from the MFI, but they failed because of 

unable to bring the requested livestock animal as collateral which is very difficult for vulnerable 

PSNP households.  It is very clear how financial institution bureaucracy and loan requirements 

create practical barriers that exclude vulnerable PSNP households from credit services. A key 

informant from the MFI branch office proved the above idea but in a different way. He said the 

branch is challenged to provide rural loans because of the recent security situation. He added that 

as a result of poor security conditions, it is difficult for MFI staff to go to remote rural kebeles. 

He added that recently their target is only urban areas to reduce risk.  

 

One of the key informants from the Woreda Cooperative office strengthened the above idea. He 

mentioned that most of the primary RuSACCOs are unable to provide loans because of previous 

loan arrears and inability to collect on time. This will create a loan fund shortage for RuSACCOs 

and it is very challenging to re-provide again. This has happened because of poor follow-up on 

loan repayment as well as the poor financial literacy level of the community. This result is 

echoed in the quantitative finding that only 26.3% of sample households can access loans.  

On the other hand, FGD from Worja Woshgullaa highlighted the challenge of accessing water 

during the season of Bega which is a dry season that covers October-June.  They explained that 

due to water shortage, it is very challenging for the local communities to be involved in livestock 

fattening.  

 

The FGD participants from Warja Woshgullaa stated that ―access to water is one of our biggest 

challenges. Because of limited water, we are unable to engage in animal fattening‖. Similarly, 

FGD participants from both kebeles raised concerns related to periodical climate-related shocks 

in the study area. It is identified from the group discussion that climate-related shocks are a 

serious threat to crop production. This sentiment was highlighted during discussions at Qamoo 

Garbi ―Last year, our crop failed because of the weather conditions‖. In addition, FGD 

participants shared that small farm land ownership and the cost of agriculture inputs mainly 

fertilizer highly challenged them to increase their farm income as well as product and 
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productivity. This result is echoed by qualitative findings that about 40.2% of the sample 

households are unable to access fertilizer due to high cost.  

 

In summary, through the qualitative approach, it is observed that there are different barriers that 

are limiting PSNP households from participating in livelihood diversifications in the study area. 

Some of the key barriers were access to credit due to the bureaucratic system and strong loan 

requirements of MFI, poor RuSACCO service to follow-up loan arrears, limited access to water, 

small farmland, climatic shocks, and high cost of fertilizer. 

 

4.1.4 Econometric result  
 

4.1.4.1 Multinomial logistic regression results on the determinants of livelihood 

diversification strategies among PSNP beneficiaries.  
 

Under this subsection, the result of multinomial logistic regression (MLR) to examine 

determinants of livelihood diversification strategies presented. Before directly presenting the 

result, it is observed that there is strong model fit of MLR which is demonstrated by probability 

ratio test x
2
=197.151, df=39, p<.0.001 compared to the intercept only model. In addition, the 

values of Pseudo R-Square values showed that model clarifies a considerable amount of 

difference in the data, with Nagelkerke‘s R
2
 at 0.685, representing a good fit for the predictors 

variables included.   

Table 10: Model fitting information for multinomial logistic regression 

                  

 

 

Source: own survey result (2025) 

 

 

Model fitting information 

Model 

Model Fitting 

Criteria Likelihood ratio tests 

-2 Log 

Likelihood Chi-square df Sig. 

Intercept 

only 

518.48    

Final 321.33 197.15 39 0.000 
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Table 11: R-Square 

 

 

 

 

 

 

Source: own survey result (2025) 
 

It was observed that several factors significantly contributed to the model when examining the 

individual predictors. Under Table 12, it is observed that, participating in livelihood training, 

remittance, and access to credit, cooperative membership, and annual crop production, 

ownership of irrigation land, total livestock unit, and age of the household demonstrated 

statistically significant relationships with livelihood diversification strategies in the study area.  

 

Conversely, number of family members targeted by PSNP, dependency ratio, land holding size, 

education level of household, and sex of the household did not show significant effects with p-

values of (all>.05). The result of MLR, indicated that the importance of access to finance, 

livelihood training, cooperative membership, crop production, age and livestock ownership in 

shaping the participation of PSNP beneficiaries in livelihood strategies.  

 

Table 12: Likelihood ratio test multinomial logistic regression model 

Likelihood Ratio Tests 

Effect 

Model fitting criteria 
Likelihood ratio tests 

-2 Log Likelihood of 

reduced model Chi-square df Sig. 

Intercept 326.723 5.391 3 .145 

Sex 321.657 0.325 3 .955 

Age of the HH 340.988 19.656 3 .001 

Education of the HH 323.121 1.789 3 .617 

Total livestock unit 330.669 9.337 3 .025 

Land holding size 325.085 3.753 3 .289 

Own irrigation land 336.141 14.809 3 .002 

Pseudo R-Square 

Cox and Snell 0.638 

Nagelkerke 0.685 

McFadden 0.380 
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Annual crop production 337.074 15.742 3 .001 

Dependency ratio 322.263 0.931 3 .818 

Number of family targeted by 

PSNP 

323.053 1.721 3 .632 

Cooperative membership 339.654 18.322 3 .001 

Access to credit 361.054 39.722 3 .001 

Received any remittance 330.472 9.140 3 .027 

Livelihood training 347.312 25.980 3 .001 

The chi-square statistic is the difference in -2 log-likelihoods between the final model 

and a reduced model. The reduced model is formed by omitting an effect from the final 

model. The null hypothesis is that all parameters of that effect are 0. 

Source: Own survey result (2025) 

 

The parameter estimates from the MLR analysis provide findings on the factors influencing 

various livelihood strategies among the participants.  

On-farm+ off-farm: Under the on-farm –off-farm livelihood strategy (Table: 13) it was 

observed that, the age of the household head a negatively affecting (β=-0.182, p<.001). This 

implies that as the age of the household head increases the possibility of involving in on-farm + 

off-farm livelihood strategy decreases. Correspondingly, being a member of cooperative 

membership (both RuSACCOs and Multipurpose cooperatives) has a substantial impact on the 

participation of on-farm + off-farm livelihood strategies. Moreover, PSNP households involved 

in this survey and who received remittances less adopted the on-farm and non-farm livelihood 

strategy (β=-1.969, p<.022).  On the other hand, it is evidenced that total livestock ownership 

improves the likelihood of involvement in on-farm and non-farm livelihood strategies.  As per 

the MLR analysis result, access to credit is significant (β=3.672, p<.001), with an odds ratio of 

Exp (β) =39.331. This implies that households with access to credit are significantly more likely 

to be involved on on-farm and non-farm livelihood strategies. Additionally, access to livelihood 

training had a positive significant effect (β=2.343, p<.001), with an odds ratio of 10.407. This 

implies those PSNP households involved in livelihood training provided by the program had a 

high chance of being involved in on-farm and non-farm livelihood strategies.  

On-farm + non-farm: Under the on-farm + non-farm livelihood strategy (Table: 13), few 

variables appear as significant. Ownership of irrigation land is substantial ((β=1.418, p<.038), 
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with odds ratio of 4.129, indicating that ownership of irrigation land improves the likelihood of 

involving in on-farm + non-farm livelihood strategies. It is evident that access to credit remains a 

key factor (β=3.139, p<.001) for the specific livelihood strategy with odds ratio of 23.092. Under 

the on-farm + non-farm livelihood strategy, cooperative membership negatively affects (β=-

2.559, p<.002), indicating that members have a low chance to involved in this strategy.  

 

On-farm + off-farm + non-farm:  For this specific livelihood category, several factors are 

found to have as negative relationship. It is evident that the age of the household head appears a 

negative relationship (β=-0.178, p<.009) with odds ratio of 0.839. This implies as the age of the 

household increases, the probability of adopting On-farm + off-farm + non-farm will decrease. 

Similarly, cooperative membership (β=-3.057, p<.001) with odds ratio of 0.047, and TLU 

(β=0.473, p<.005) has a negative impact on adopting On-farm + off-farm + non-farm 

Conversely, Ownership of irrigation land has a positive relationship (β=2.504, p<.001), with 

odds ratio of 12.227. It implies those who have access to irrigation have high chance to 

participate in combined livelihood strategies.  Furthermore, Access to credit, (β=5.223, p<.001) 

with odds ratio of 185.473, found that statistically a significant determinant factor of combined 

livelihood strategy. The implication is households with access to credit have a high chance of 

being involved in on-farm, off-farm and non-farm. At the same time, crop production (β=0.103) 

was significant at a 5% level, positively influencing the likelihood of involvement in on-farm, 

off-farm, and non-farm livelihood categories.  

 

Table 13: MLR model for three livelihood strategies 

Variables  On-farm +off-farm 

 

On-farm +non-farm 

On-farm +off-farm 

+non-farm 

  

B 

Std. 

Error Exp(B) 

 B Std. 

Error 

Exp(B) B Std. 

Error 

Exp(B) 

5.182 2.336    1.258 2.546   1.891 3.088   

Sex 0.002 0.553 1.002  -0.259 0.613 0.772 -0.229 0.668 0.795 

Age -0.182
**

 0.049 0.833  -0.083 0.049 0.921 -0.176
**

 0.067 0.839 

Education 
0.458 0.433 1.581 

 
0.566 0.522 1.762 0.61 0.525 1.841 

Total livestock 

unit 0.451
**

 0.169 1.569 

 

0.186 0.181 1.204 0.473
*
 0.191 1.606 

Land holding 

size 0.012 0.015 1.012 

 

-0.018 0.072 0.983 -1.593 1.004 0.203 

Own irrigation 

land 1.138 0.726 3.121 

 

1.418
*
 0.684 4.129 2.504

**
 0.759 12.227 
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Annual crop 

production -0.019 0.036 0.981 

 

0.043 0.03 1.044 0.103
**

 0.036 1.108 

Dependency 

ratio -0.003 0.003 0.997 

 

-0.002 0.003 0.998 -0.002 0.004 0.998 

Number of 

family targeted 

by PSNP 0.142 0.299 1.153 

 

-0.059 0.334 0.942 0.385 0.362 1.469 

Cooperative 

membership -1.81
**

 0.657 0.164 

 

-2.559
**

 0.838 0.077 -3.057
**

 0.953 0.047 

Access to credit 3.672
**

 0.9 39.331  3.139
**

 0.818 23.092 5.223
**

 1.153 185.473 

Received any 

remittance -1.969
*
 0.859 0.14 

 

-0.192 0.953 0.825 -2.495
*
 0.989 0.082 

Attended 

livelihood 

training 
2.343

***
 0.651 10.407 

 

0.011 0.998 1.011 3.388
**

 0.874 29.594 

***, **, * Significant at less than 1, 5, and 10% probability level, respectively 
a the reference category is: No diversification (on-farm only). 

Source: Author survey result (2025). 

 

4.2 Result interpretation and discussion  
 

4.2.1 Determinants of livelihood diversification strategies.  
 

Multinomial logistic regression model result indicated that, among thirteen hypothesized 

explanatory variables, eight variables were found to be a significant influence on livelihood 

diversification strategies of, on-farm + off-farm, on-farm + non-farm, on-farm+ off-farm + non-

farm, respectively. These include age of the household, total livestock unit, ownership of 

irrigation land, annual crop production, cooperative membership, access to credit, and livelihood 

training. It has to be noted that the multinomial logistic regression estimate is reported only for 

the three livelihood options mentioned above.  The reasonable implications and marginal effects 

of the significant independent variables on the livelihood strategies of PSNP households are 

analyzed and presented for all three categories: on-farm-off-farm, on-farm +non-farm, and on-

farm +off-farm+ non-farm.   

 

4.2.1.1 Determinant factors for on-farm + off-farm, on-farm +non-farm, and on-farm+ off-

farm + non-farm livelihood strategy.  
 

Out of thirteen hypothesized variables, eight were identified as having a statically significantly 

association for all three livelihood categories with on-farm +off-farm strategies, whereas the 

other five showed no significant correlation in the findings of this study. Of the eight significant 

variables, three, namely age of the household, cooperative membership, and remittance, showed 

a negative correlation, whereas total livestock unit, access to credit, and participation in 
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livelihood training indicated positive correlations. A more comprehensive analysis of these eight 

significant variables is discussed and elaborated in the subsequent section.  

 

Age of the household: The age of the household head was found to have a significant negative 

effect on the adoption of diversified livelihood strategies. Specifically, age was significant at the 

5% probability level in negatively influencing the likelihood of adopting both on-farm+ off-farm 

strategies (β = -0.182, p < .001, OR=0.833) and on-farm-off-farm-non-farm combination 

(OR=0.839). This implies that, holding other variables constant, an increase in the age of the 

household‘s head by one year reduces the probability of engaging in these diversified strategies 

by approximately 16.7% and 16.1% correspondingly. This may be because younger households 

have more physically capacity, openness to risk to involve in new business activities, and willing 

to engage in multiple types of livelihood activities. In the study area, most of the youth have the 

chance to be involved as daily labor activities particularly at privet irrigation farm and flower 

production companies like share Ethiopia. Since such types of job category demand physical 

strength it is more accessible for young PSNP households and very challenging for older 

households. This finding aligns with previous research in Ethiopia, which suggests that younger 

household heads have high chance to engage in off-farm employment. Previous empirical 

evidence in Ethiopia has shown that the age of the household head has a significant negative 

effect on the likelihood of adopting diversified livelihood strategies (Gebru & Beyene, 2012; 

Tadele, 2016; Teshome, 2019; Alemu, 2019). 

 

Total livestock unit (TLU): TLU showed mixed influence on the adoption of diversified 

livelihood strategies. TLU had a significant positive effect on the probability of involving in on-

farm+ off-farm activities with an odds ratio of 1.569 and (β=0.451, p+.008). This implies that 

households with more livestock are 1.569 times more likely to diversify into on-farm + off-farm 

activities, as livestock can provide additional resources to support off-farm activities. Total 

livestock units positively influence the adoption of on-farm and off-farm livelihood strategies 

indicating that households with larger livestock holdings are more likely to engage in these 

integrated activities. Livestock is a valuable asset that can serve multiple purposes, including 

generating income, providing traction for farming, and acting as a financial buffer during periods 

of economic stress. Households with substantial livestock assets may have greater capacity to 

invest in on-farm activities while simultaneously pursuing off-farm opportunities.  This finding 
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aligns with previous studies that stress livestock as a critical determinant of livelihood 

diversification. 

 

 Asmare, (2020), Teshome, (2010), and Teshome, (2020) reported that livestock holding 

significantly and positively influences rural households‘ likelihood to diversify into on-farm and 

off-farm livelihood strategies in Ethiopia, as larger livestock assets provide resources and 

opportunities that support engagement in multiple income-generating activities.  

However, contrasting findings exist in some contexts. In kuarit district, West Gojjam Zone, 

livestock holding was found to have a negative effect on the choice of livelihood diversification 

strategies, suggesting that households with more livestock are less likely to diversify into off-

farm and non-farm activities (Tizazu, Ayele, & Ogato, 2018). On the other side, TLU showed a 

significant negative effect on the adoption of the more extensively diversified on-farm +off-farm 

+ non-farm strategy (β=-0.473, p<.005). Although households with livestock assets are better 

positioned to engage in moderate diversification, this finding suggests that they prefer to rely on 

farming and off-farm work activities, avoiding more complex non-farm engagements. 

 

Cooperative membership: Cooperative membership was found to have a statistically significant 

negative effect on the adoption of all three diversified livelihood strategies, opposing initial 

expectations. Specifically, it had a significant negative impact on the likelihood of engaging in 

on-farm + off-farm activities (β=-2.559. p=<.005), similarly for the on-farm+ non-farm strategy, 

cooperative membership was also significant at the 5% level, with a much stronger negative 

association (β=-2.559. p=.002) and an odds ratio of 0.077. Furthermore, cooperative membership 

significantly reduced the likelihood of adopting the fully diversified on-farm + non-farm+ off-

farm strategy (p<.05), with an odds ratio of 0.045. 

 

This may be because PSNP households are not actively participating in saving and credit 

cooperatives as well as multipurpose cooperatives, likely due to cooperative services being poor 

in providing inputs, market linkage, and access to credit for the members. As a result, they are 

predominantly engaging in off-farm activities such as daily labor on other farmer‘s farm. This 

typically involves temporary work on the farms of wealthier farmers or employment in 

company-operated farms such as flower farms, where the support of cooperative associations is 

not essential. Against to this finding, Mulugeta and Tadesse, (2021) reported that agricultural 
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cooperatives in eastern Ethiopia had a positive impact on supporting farmers in improving 

wellbeing and livelihood strategies.   

 

Access to credit: Access to credit was found to be a statistically, significant determinant of 

livelihood diversification across all three strategies, positively influencing households‘ decisions 

to engage in multiple income-generating activities. Specifically, for the on-farm + off-farm + 

non-farm strategy, access to credit was significant at  a 5% level, with a remarkably high an odds 

ratio of 185.475, indicating that households with access to credit were over 185 times more 

likely to adopt this fully diversified strategy compared to those without credit access.  In the 

same way, access to credit was meaningfully linked with involvement in on-farm+ non-farm and 

on-farm + off-farm strategies, with odds ratio of 23.092, and 39.331 respectively, statistically 

significant at 5% level.  

 

This finding revealed the critical role credit plays in enabling PSNP households to engage in 

multiple and complementary livelihood activities. These findings are in line with the expectation 

that credit services not only intensify agricultural production but also to expand livelihood 

options beyond agriculture.  

 

This finding aligns with Eneyew & Bekele (2012), Tegenge (2020) in Ethiopia found that access 

to credit enables smallholder farmers to invest in agricultural inputs, diversify income sources, 

and buffer against risks associated with reliance on a single livelihood strategy. The significant 

positive impact of credit access observed in this study underscores its role in reducing financial 

constraints and advancing diversification. Credit can provide PSNP households to own 

agricultural tools and inputs. By solving liquidity challenges, credit access empowers households 

to engage in diversified livelihood selections, thereby enhancing resilience and reducing 

exposure to shocks. It is observed that out of 194 individuals involved in this study, only 26.3% 

(Table: 3) of them able to access credit either from RuSACCOs or MFIs.  

 

This idea also flagged during the FGD session that there are serious challenges and problems to 

access credit, even though Woreda PSNP program implementers like woreda food security office 

and woreda cooperative are working to address the gap. Key informants from the Cooperative 

office and MFI mention that due to recent security situations, they are unable to serve rural 

communities and they are more focused only on the town area for risk mitigation. Key 
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informants from the cooperative office mention that the loan repayment behavior of PSNP 

beneficiaries is very poor and there are many loans not repaid and unless RuSACCOs able to 

collect these arrears they can‘t provide additional loan funds. There is a similar finding by Chala 

(2019), that collecting the matured loans is very challenging for primary RuSACCOs and MFI 

called OCSSCO in Hararghe Chiro Wored and this is one of the key challenges to provide 

additional fresh loans for new applicants.  

  

Participation of the households in livelihood training:  Participation in livelihood training 

emerged as a highly significant factor influencing household engagement in diversified 

livelihood strategies. For the on-farm+ off-farm + non-farm livelihood strategy, livelihood 

training participation was strongly associated with an increased likelihood of adoption (β= 3.388, 

p<.001), with an odds ratio of 29.594. This implies that households that attended the training 

were nearly 30 times more likely to adopt a fully diversified set of livelihood strategies 

compared to those that did not access livelihood training. Similarly, for on-farm+ off-farm 

combination, livelihood training remained a significant predictor (β=2.343, p<.001), with an 

odds ratio of 10.407, indicating that trained households were over 10 times more likely to engage 

in on-farm+ off-farm.  

 

Livelihood training plays a key role in enhancing the capacity of PSNP beneficiaries to diversify 

their income sources by improving their technical and entrepreneurial skills. One of the PSNP 

support services for the beneficiaries is providing skill training, financial literacy, and coaching 

for beneficiaries. This finding is in line with previous research which point out the critical 

contribution of training to livelihood diversification. Dereje et al. (2024) and Gajabo (2024) 

found that households receiving training are more inclined to engage in multiple income-

generating activities and training enhances the ability of households to diversify their livelihood 

strategy.  

 

Similarly, Worora (2019), identified training as one of the enabling factors for diversifying 

livelihood options, and Grime and Koreros (2023) emphasized that access to training is one of 

the enabling factors and enhances the practical skills of rural households, making them more 

capable of participating in diversified livelihood options. Even though livelihood training for 

PSNP beneficiaries is very important to get involved in diversified livelihood strategy, out of 194 

respondents who participated in this study, only 71(36.6%) revealed (Table:3) they were able to 
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access the chance to get into livelihood training, whereas about 123(63.4%) households were 

unable to get the training by PSNP program. In addition, (Table: 8) out of the 194 individuals 

involved in this study about 56.7% don‘t believe that the PSNP program helped them for better 

accessibility and availability of livelihood options.  

 

Received Remittance:   Remittance was significant at a 10% level, negatively influencing the 

likelihood of adopting on-farm + off-farm livelihood strategies. The odds ratio of 0.14 shows that 

households receiving remittances had a nearly 86% low probability of being involved in these 

joint livelihood activities compared to those not getting remittances. This suggests that 

remittance income may reduce the need or incentive to pursue additional labor-intensive income 

sources.  

This finding is consistent with observation by Mendola (2008). Who noted that in rural 

Bangladesh, remittance flows reduce households‘ risk exposure but also tend to discourage 

productive diversification. Similarly, de Haas (2007) reported that in Morocco, regular 

remittance inflows were associated with economic passivity in rural households, often leading to 

labor detachment from agricultural and other productive activities. These findings support the 

argument that remittance can act as a substitute for income diversification by easing financial 

constraints and reducing the necessity for households to engage in labor-demanding off-farm and 

non-farm livelihood options. 

  

Conversely, other studies have highlighted the potential remittances to support diversification. 

Mohammed and Tolossa (2016) found that in Tehuledere Woreda, Ethiopia, remittance 

significantly contributed to livelihood improvements in rural households. At the same time, Tarfa 

(2023) demonstrated that remittance had a positive impact on the livelihood of farm households 

in Adamawa State, Nigeria, by supporting productive assets. These contrasting findings suggest 

that the role of remittance and purpose in livelihood strategies may depend on contextual factors 

such as size, consistency, household priority, and local economic condition.   

  

Ownership of Irrigation Land: As expected, ownership of irrigation land was found to have a 

positive and statistically significant effect on the likelihood of household participation in 

diversified livelihood strategies. Specifically, access to irrigation land was significant at the 10% 

level for the adoption of on-farm+ non-farm activities, with an odds ratio of 4.129, suggesting 

that households with irrigated land were over four times more likely to diversify beyond 
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traditional farming. Similarly, irrigation ownership significantly influenced the adoption of on-

farm + non-farm+ off-farm, strategies at the 5% level, with an odds ratio of 12.227.  

 

This implies that households with access to irrigated plots were more than 12 times more likely 

to engage in all three livelihood domains.  This suggests that access to irrigation enables 

households to generate more income from farming, allowing them to invest in non-farm 

businesses.  Similarly, Tegenge. (2020) , Gebru et al. (2018), and Mekonnen and Tesfaye (2020) 

found that access to irrigable land positively influences livelihood diversification, enabling 

households to engage in various income generation activities beyond traditional farming by 

enabling year-round farming and supporting investments in education and entrepreneurial 

activities which further promote engagement in non-farm sectors. The observed strong 

correlation between irrigation and diversification livelihood in this study can also be attributed to 

the strategic importance of irrigation in improving food security and generating surplus income, 

which can then be channeled into non-farm ventures. 

 

Annual crop production: Annual crop production was significant at a 5% level, positively 

influencing the likelihood of involvement in three livelihood strategies. The odds ratio of 1.108 

indicates that higher crop production increases the likelihood of engaging in diversified 

strategies, as surplus production can support other activities. This suggests that holding other 

factors constant, households with higher crop yields are more likely to engage in multiple 

livelihood activities. Surplus income enables households to invest in off-farm and non-farm 

opportunities. Additionally, greater crop production enhances food security, reducing the need 

for immediate subsistence farming and allowing households to explore alternative income- 

generating activities. This finding aligns with Barrett et al. (2001), which showed that 

agricultural productivity positively influences the ability to engage in off-farm and non-farm 

activities.  

 

4.2.2 Perceptions of PSNP beneficiaries on availability and accessibility of livelihood 

strategies. 
 

The study discovered that PSNP beneficiaries recognize crop farming as the most predominant 

livelihood activity, reported by 97.9% of respondents. Livestock related business activities such 

as fattening, rearing, and trading were cited by 96.9% of participants. These results align with 

studies by Tegenge (2020) who found that smallholder farmers in Ethiopia primarily rely on 
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farming and livestock as dominant livelihood sources.  Employment through daily labor 

activities 13.9%, and service-based activities was 12.9%. This indicates that there are limited 

opportunities for diversification in the study area. In terms of accessibility, only 22.2% of 

respondents describe livelihood activities as very accessible, while 47.9% believe that somewhat 

accessible. A significant proportion (29.9%) reported that those livelihood activities were not 

accessible at all. This limited accessibility reflects findings by Hoddinott et al. (2012), who 

identified poor infrastructure and limited market access as key barriers to livelihood 

diversification in rural settings. Support services for PSNP beneficiaries were generally rated 

poorly.  

 

The survey finding explore that about 41.7% of the respondents perceived the support from 

PSNP program are insufficient and 17.5% of respondents are satisfied with the technical support 

provided from Woreda PSNP program.  

 

These results are consistent with Habib et al., (2023), who highlighted that insufficient training 

and limited access to financial services significantly affect participation in diversified livelihood 

activities. Regarding the PSNP role in improving access to the above mention livelihood 

category, 43.3% responded positive impact. However, 56.7% of the majority disagreed.  

 

This finding was consistent with Bezu and Holden (2014), which showed that PSNP 

interventions often lack sufficient emphasis on creating sustainable livelihood opportunities. 

Respondents were asked to suggest improvements area by PSNP, and 27.2% identified 

improvement of access to credit as the critical need, followed by training and skill development 

suggested by 19.2% of the survey participants. These results align with the findings of Dercon et 

al. (2009), who underscored the importance of financial access and capacity building for 

improving rural livelihoods. Additional priorities included improved infrastructure (16.8%) and 

enhanced access to information (16.2%), which were also significant, highlighting the need for 

better connectivity and resource dissemination, as also noted by Gebru et al. (2018). 
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4.2.3 Barriers and constraints hindering PSNP beneficiaries in participation of livelihood 

activities.  
 

The result of this study points out that environmental, limited resource, institutional, and 

structural barriers‘ are substantially limiting PSNP beneficiary‘s engagement in diverse 

livelihood activities.   

 

The empirical data indicated that about 73.7% (see Table: 3) of respondents were unable to 

access credit, which clearly evidenced that there limitation to access credit for PSNP 

beneficiaries in the study area. It is observed that there are barriers both from the demand and 

supply sides. One of the FGD participants said that the MFI‘s long process and collateral 

requirements are one of the key barriers to accessing a loan. She said that even though they asked 

one of the MFIs, they pushed them to form a group of 20 people and first start saving. Though 

they able to form the group and start saving, they can‘t access the credit. Other participants from 

the FGD mentioned that, she try to access loan from MFI called Metemamen, but failed due to 

the request of livestock animal as collateral for the loan.  However, the key respondents from 

MFI mentioned that due to recent security, and some kebeles are very far even beyond 30km, 

they are very challenged to serve the rural communities.  

 

This finding is consistent with prior studies underline limited access to rural credit due to 

collateral requirements, stringent group formation rules, and institutional inefficiencies, which 

are limiting rural communities from accessing financial service (Zewde, 2023; Gebeyehu et al., 

2019; Waje 2020). Financial exclusion is especially pronounced for poor and marginalized 

households in PSNP target areas, where informal financial system dominate, and formal financial 

institutional are often absent or unresponsive (Yezengaw et al., 2020). One of key informant 

from financial institution said that providing financial service in remote kebeles is very 

challenging due to recent security concern.  

 

Another key informant from woreda cooperative office strengthen the above idea and he 

mentioned that, absence of credit from RuSACCOs is very challenging for PSNP clients, He 

added that, livestock disease is also one of the barriers that rural communities challenged.  

It is identified that natural and physical resources also emerge as a major barrier. As per the 

finding from the research (Table 4) even though average landholding is 2.66 hectares, many 

PSNP household reported that they have no farm land. In addition, only 32% of the households 
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reported that the ownership of irrigable land at Bocceesa kebele. One of the FGD participants 

from Warja Woshgulla kebele mentioned that water is very challenging in there kebeles which 

limiting them to participate in animal fattening and other business.  

 

Access to fertilizer and drought appear as one of barrier to involve in on-farm activities. In the 

study area, high price of fertilizer discourage PSNP beneficiaries to access fertilizer.  

Quantitative data showed that only 59.8% PSNP households own fertilizer. In addition limited 

rainfall and seasonal drought appear as one major barrier as per the information from FGD 

group. From quantitative data, about 38.2 cited drought and weather related shocks as major 

livelihood constraints and one of FGD member said that their crop is field as result of bad 

weather condition.  

These barriers are further mirrored in recent studies stressing that unreliable rainfall pattern and 

climatic shocks gradually affecting income from diversification, agricultural productivity and 

food security in PSNP woredas (Hirvonen et al., 2020; Berhanu & Pouton, 2014).  

 

The last barrier that identified within this study is poor institutional performance. Cooperatives, 

both saving and multipurpose, are one of the rural-based institutions that serve rural household in 

serving financial services and agricultural inputs. It is found that only 53.1% of the households 

are reported as members of cooperatives and their engagement in diverse livelihood activities are 

poor due to poor service delivery, weak institutional leadership. In addition, about 63.4% of 

PSNP reported they have no exposure of livelihood training probably because of poor 

performance government institutions implementing PSNP program.  This finding is similar to 

Bezu and Holden (2014), who underlined that access to technical training and further follow-up 

for rural youth and women remain inadequate particularly in food insecure areas.  
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Chapter 5: CONCLUSION and RECOMMENDATION  
 

5.1 Conclusion 
 

The specific objective of this study was to undertake the determinants of livelihood 

diversification strategies among PSNP beneficiaries, analyze the perception of PSNP 

beneficiaries about the accessibility and availability of livelihood options, and identify key 

barriers hindering their involvement in diversified livelihood activities in ATJK Woreda. Results 

from MLR analysis confirmed that access to credit, total livestock unit, ownership of irrigation 

land, and participation in livelihood training were positively associated with a higher likelihood 

of adopting diversified strategies that combine, on-farm, on-farm and non-farm activities. This 

finding implies that young PSNP households with ownership of irrigation land, better livestock 

assets, access to credit, and livelihood training were among those that are more likely to adopt a 

combination of on-farm, non-farm, and off-farm activities.  

 

Conversely, factors like cooperative membership, and remittance receipts have a negative 

association with participation in on-farm and off-farm livelihood activities. This implies that 

being a member of cooperatives has no contribution for PSNP beneficiaries to be involved in on-

farm and non-farm probably because of poor cooperative service or low individual participation. 

In addition, those who have access to remittance either from family members or from the 

program failed to be involves in on-farm and non-farm activities may be due to a small amount 

of money, frequency, or no motive to participate in different income-bearing activities by 

assuming remittance as fixed income.  

 

The study also explores the perception of PSNP beneficiaries toward the availability and 

accessibility of livelihood options. The majority of respondents (97.9%)  perceive that on-farm 

(crop and livestock) remain the most available livelihood type, however significant number of 

the respondents (29.9%) perceived that non-farm livelihood category are not accessible or 

challenging for PSNP beneficiaries. This implies that PSNP program support is inadequate for 

PSNP beneficiaries in terms of awareness creation, access to credit, and business skill 

development. However, qualitative result from key informants shows that most PSNP 

beneficiaries are not willing to be involved in some selected business activities because of 

negative perceptions or fear of judgment, and a dependency mindset.  
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Furthermore, the study identified key barriers that constrain the participation of PSNP 

beneficiaries in diversified livelihoods.  Some of the findings were long drought, absence of 

water in some kebeles, small farmland holding, and ineffective PSNP program implementation, 

high cost of fertilizer, and poor security situations which is limiting MFI to work across remote 

rural kebeles. In addition, poor loan repayment, low demand to involve in potential income-

bearing activities, and developing dependency syndrome of PSNP beneficiaries on the support of 

the program appeared as possible barriers to involve in diversified livelihood activities in the 

study area. 

 

 

5.2 Recommendation 
 

Based on major findings the following recommendations are forwarded.  

 

 It is evident that access to credit as critical barrier across all three surveyed kebeles. Both 

quantitative and qualitative data revealed that credit constraints remain a major 

impediment to livelihood diversification. Several challenges were identified and a few of 

them are: most of the RuSACCOs are unable to recover matured loans, strong collateral 

requirements by MFI, MFIs are unable to serve rural communities due to insecurity and 

inaccessible roads, and low financial literacy levels among many PSNP beneficiaries. To 

address these obstacles, the woreda cooperative office should work closely with local 

community leaders and RuSACCO leadership based at kebele level, woreda 

administration should work toward improving local security so that MFIs will operate 

effectively across remote kebeles, and MFI should revise their loan products and 

implement less stringent collateral requirements, making credit more accessible to PSNP 

clients.  

 Livelihood training is a vital enabler for PSNP beneficiaries equipping them with 

business skill development, and financial literacy. However, this study found that only a 

limited number of beneficiaries had access to this training. The researcher highly 

recommends Woreda Agriculture and Natural Resources and other sector offices should 

allocate appropriate budget, skilled manpower and logistics to expand livelihood training. 
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By doing this, Woreda Agriculture and Natural Resources and the Woreda food security 

task force can ensure the participation of PSNP beneficiaries across diversified livelihood 

strategies.  

 Woreda Food Security Task Force should give due attention to proper implementation of 

the program especially on livelihood training, access to finance and other enabling 

environment.    

 It is found that the contribution of cooperatives for PSNP beneficiaries providing services 

that can support in diverse livelihood options is low. It is recommended that Woreda 

Cooperative Agency and Cooperative union should provide technical assistance and 

guidance for primary RuSACCOs and multipurpose cooperatives so that they can serve 

PSNP beneficiaries in better way.  

 It is evident that long droughts, and uneven rainy seasons are one of the key barriers that 

affect crop production in the study area. Woreda Agriculture office should avail climate 

resilient seed, whereas Woreda small and micro enterprises should give high attention 

and technical support to PSNP beneficiaries so that they can be involved in non-farm 

business activities.  
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Annex: Questionnaire  
 

 

Addis Ababa University 
Collage of Developmental Studies 

Center for Rural Development  

                                                              Survey Questionnaire  

Questionnaire on Determinants of Livelihood Diversification Strategies among Productive 

Safety Net Program Beneficiaries: The Case of Adami Tulu Jido Kombolcha Woreda. 
 

Interviewer Name _________________________Signature _____________date_________ 

 Name of Kebele___________________ 

Questionnaire ID number____________________ 

 

Section 1, General information about respondent / Demographic information  

Introduction 

My name is _________________________ and I am assigned to collect data for academic research 

purpose. This thesis is done by Getu Temesgen as partial fulfillment for his Master of Arts in 

Development Studies (Rural Livelihoods and Development) at Addis Ababa University. We ensure that 

the information you give will only be used for academic purposes and remain confidential. Hence, your 

kind and precise response is very helpful to achieve the objective of this study.  

Are you willing to go to this interview? Yes/No 

1. Name of the household head ___________________Age ______________ 

2. Sex of the household head (Male=1, Female=2) ______________ 

3. Household heads education level attained (1, Illiterate 2. Read and write/literacy program   3. Primary 

level 1-4 grade   4. Lower secondary level 5-8 grade 5. Secondary levels (9-10) 6. Higher level or 

preparatory (11-12) 7. 10+3 complete 8. bachelor‘s degree or higher level 

4. Spouse‘s education level attained (1, Illiterate 2. Read and write/literacy program   3. Primary level 1-4 

grade   4. Lower secondary level 5-8 grade 5. Secondary levels (9-10) 6. Higher level or preparatory 

(11-12) 7. 10+3 complete 8. bachelor‘s degree or higher level. 

5. Education status of other household members,     

Male members= (1, Illiterate 2. Read and write/literacy program   3. Primary level 1-4 grade   4. 

Lower secondary level 5-8 grade 5. Secondary levels (9-10) 6. Higher level or preparatory (11-12) 7. 

10+3 complete, 8. bachelor‘s degree or higher level. 

Female members= (1, Illiterate 2. Read and write/literacy program   3. Primary level 1-4 grade   4. 

Lower secondary level 5-8 grade 5. Secondary levels (9-10) 6. Higher level or preparatory (11-12) 7. 

10+3 complete, 8. bachelor‘s degree or higher level. 
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6. Marital status of respondents (A/single=1, B/Married=2, C/Divorced=3, D/Widowed =4) 

7. Are you polygamy? Yes=1, No=0 

8. Number of family members (includes households head) A. Male ______B. Female________ 

9. Number of children (under the age of 15) (A. Boys _______B. Girls______) 

10. Number of dependent households‘ member (                          ),  

A/   ____, B/                    ____, 

11. Is the head of the household capable of working?  Yes=1, No=2 

12. If the answer of Q#11 is No, or (not capable), why? Sick=1, person with disabilities=2, aged=3, 

other=4 

 

Section 2 Information related to productive safety net program (PSNP).  

 

13. Are you beneficiaries of PSNP?   Yes=1, NO=0 

14. When were you targeted by the program?  A/Before 1 year=1, B/Before 2 year=2, C/before 3 year=3, 

D/Before 4 year and above=4 

15. Number of family members targeted by PSNP?  __________ 

16. Number of family members not targeted by PSNP? ___________ 

 

Section 3, Livelihood Assets (Human, social, Physical, Financial, Natural) 

Human Capital 

17.  Have you ever attended any livelihood skill training provided by PSNP HABP? Yes=1, No=0 

18. If your answer for the above question #17 is Yes, what type of training do you access from the PSNP?  

1, Financial literacy, 2, Business skill, 3, Crop production and livestock fattening/on-farm 4, non-farm 

type, 5, off-farm type 

19. How many members of your household are in the age category of 15-64 and are able to work? 

 A. Male______, B. Female_______ 

20. Do any of your family members are semi-skilled? If yes=1, No=0 

21. If your answer for question number #20 is yes, please mention type the skill listed under.                            

A, Masonry =1, B. Carpentry=2, C. Black smith=3, D. barberry… 

22. How many family‘s members are skilled?  A Masonry_____, B. Carpentry_____, C. Black 

smith_________, D. Barberry_________ 

23. Have your family members been sick and admitted to hospital in the last 12 months?  Yes=1, No=0 

24. Please mention the source of finance you used to access health services.                       A, Community-

based health insurance, B, own finance, C, support from others (Idir, relatives, neighbor).  

25.  Do you have any health issues that hinder you from engaging in different livelihood activities?  

Yes=1, No=0 

Social Capital 

26. Are you member of Cooperative in your kebeles? Yes=1, No=0 

27. If your answer for the above question#26 is yes, which cooperative types are you member? A, Rural 

saving and credit cooperative organization (RuSACCO), B, Multipurpose farmers cooperatives, C, 

Both Rural saving and credit cooperatives and multipurpose farmers cooperatives 

28. Have you able to access any service from the Cooperatives in the last 12 month? Yes=1, No=0 

29. If your answer is for question#28 is yes, what kind of service did you access from Cooperatives? 

A=Saving, B=loan, C= Agricultural input (fertilizer, seed, pesticide, training), D. None  

30. Are you members of social and economic insurance (Idir)in your kebele? Yes=1, No=0 

31. If your answer is yes to the question above#30 what type of benefit/ service, you accessed in the last 

12 month?  A. benefit because of death, B. short term credit, C. Any other(specify)______ 

32. Are you a member of a religious related social group? Yes=1, No=0 

33. If your answer is yes for the above#36 questioner, did you conduct any celebration with the member in 

the last 12 months? Yes=1, No=0 
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34. How important are social networks (family, friends, and neighbors) in supporting your livelihood 

activities? A=Not important, B= somewhat important, C=Very important.  

35. Have you received any form of social or community support that has helped you in your livelihood 

pursuits? Yes=1, No=0, If yes, please describe the nature of the support and its impact on your 

livelihood activities: Please specify 

36. In the last 12 months, did you receive any kind of support from the government or NGOs? Yes=1, 

No=0, if yes, does really the support have any significant impact on your 

livelihood?_________________________________________________________________________

______________________________________________________________ 

 

Physical Capital 

37. How would you be the quality and accessibility of local infrastructure, such as roads, bridges, and 

water supply systems in your community? 

A. Nothing=0, B. Moderate=1, C. Good=2 

38. Do inadequate infrastructures or lack of access to basic service hinder your abilities to engage in 

diversified livelihoods? 

Yes=1, No=0 

39. Do transportation constraints affect your ability to transport goods or access market for selling 

agricultural produce or other products? 

Yes=1, No=0 

40. Do you face challenges in accessing markets or buyers for your products or services due to 

transportation barriers or poor road conditions?  Yes=1, No=0     

41. Did you visit the market center? Yes=1, No=0 

42. Is there electricity power in your kebeles? Yes=1, No=0 

43. If your answer to the question number# 42is yes, do your electric power are supporting any of your 

livelihoods of business? Yes=1, No=0, If yes please specify how and what type of business you are 

doing with access to electric power? ____ 

44. Is your house being corrugated iron sheet roof type? Yes=1, No=0 

45. Please say yes or no if you have the following household assets. Fill 1 if the answer is Yes and fill 0 if 

the answer is NO (Yes=1, No=0) 

 

1/ TV____2/Bed____3/Chair and 

table____4/Refrigerator_____5/Mobile____6/Motorcycle____7/water pumpe____8/Farm tools____ 

 

Financial Capital  

46. Are there financial service providers in your kebeles (MFI, RuSACCO, Bank)?  Yes=1, No=0 

47. Are there informal financial mechanisms or community-based saving and lending ( Ekub, Idir, 

relatives or neighbors) practices that you rely on for financial support? Yes=1, No=0 

48. If your answer for the above question#47 is yes, did you access any financial services like savings, 

credit, insurance, and others in the last two years? Yes=1, No=0 

49. Did you access any loan/credit from Financial Services in the last two years for investment in income-

generating activities or productive assets?  Yes=1, No=0 

50. If your answer for the question# 49 is No, what were the challenges/ berries? 

A. I have no awareness about the service =1,    

B. I have awareness but no loan service=2,  

C. Lack of collateral=3,  

D. High interest rate=4,  

E. Fear of indebtedness=5,  

F. The service providers are too far=6 
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G. Just I don‘t need it=7 

51.  Are you currently engaged in savings or financial planning to meet future expenses or investment?  

Yes=1, No=0 

52. Have you made any investments in productive assets or income-generating activities using your saving 

or financial resources? Yes=1, No=0 

53. Have you received any remittance in the last 12 months? Yes=1, No=0 

54. If your answer for the above question#53 is yes, did you use this money to start income generating 

activities? If you yes, what type of IGA? _________________ 

55. Did you receive any awareness or training on financial literacy in the last two years?  Yes=1, No=0 

56. Please mention how many livestock resources you have?  

A/Ox_____, B/Cow___, C/Heifer and Calf____ D/Shoat (sheep and goat) _______                 

E/Donkey _____F/Horse_______ G/poultry_____ 

 

57. Do you have accounts at Bank and MFI? Yes=1, No=0 

58. Do you save money at Bank? Yes=1, No=0 

59. If your answer for question #58 is yes, for what reason do you save? A. For consumption=1, B. For 

investment=2, C. For agricultural inputs=3, D. For social events (weeding, birthday, holyday.) =4 E. 

For accumulation of wealth 

 

Natural Capital  

60. Do you have your own land (irrigable)?  Yes=1, No=0 

61. If your answer is yes to the above question #60, please mention the in hectare? __ 

62. Do you think your land is fertile and productive? Yes=1, No=0 

63. Do you have grazing land?  Yes=1, No=0 

64. If your answer for question#63 is yes, do you gain any income from sales of grass or rent of grazing 

land in the last two years? Yes=1, No=0, Please mention the amount of the income. ___ 

65. Do you own a forest (eucalyptuses/baharzaf tree)?  Yes=1, No=0 

66. If your answer for question number #65 is yes, do you gain any income from the forest(eucalyptus) in 

the last two years? Yes=1, No=0 

67. Do you have irrigation land? Yes=1, No=0  

68. If yes for the above question #67, please mention the land size in (ha)____ 

69. Did you produce any crop or vegetable by using the irrigation on your own land or rent in the last two 

years?  Yes=1, No=0 

70. If your answer for the above question#69 of yes, pleases answer the following question.  

 

Types of Crop/vegetable  Amount 

produced  

Amount sold  Income obtained  

Wheat    

Meaza    

Beans     

Vegetables (Tomato, Onion, 

kale,) 

   

Others,     

    
Total Income gained in ETB    

 

71. Do you rent out irrigation land for specific time in the last two years? Yes=1, No=0 

72. If your answer to the above question is yes, how many in cash? _____ 
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73. Have you rented in or sharecropping method in the last two years? Yes=1, No=1 

 

Section:4. Identifying Livelihood activities (types, duration and intensity, Income and 

contribution, challenges, and support) 

 

74. Are you or any of your family members currently involved in any of the following 

activities? Please select all that apply, A. on-farm activities (Crop production 

 

*A. On-farm (production of crop (wheat, maize, rearing of livestock (ox, cow, shoat, poultry 

**B. Off-farm (small IGA (vegetable, hired and worked on other farm like irrigation, farming, postproduction activities, …)  

***C. Non-farm (any activities other than off and on-farm activities. (Daily labor, formal employment like guard in different private and 

government company, firewood and charcoal selling, renting land rent from urban house, rent of ox, rent of donkey,  

 

75.  What are the main reasons for choosing your current livelihood activity? Open-ended) 

_________________________________________________________________________________ 

76. How do you perceive the profitability of each livelihood activity? A. Very low=1, B. Low=2, C. 

Moderate=3, D. High=4, E. Very high=5 

77. Are there any challenges or constraints that you face in pursuing your chosen livelihood activities? 

(Open- ended) 

_________________________________________________________________________________  

78. Have you received any support or assistance from the PSNP-HABP program in your livelihood 

endeavor?              A. Yes=1, B. No=0 

79. If your answer for the above question #82 is yes, please specify support you received from the 

PSNP? 

_________________________________________________________________________________ 

80.  Have you notice any changes in the factors influencing your livelihood choice over time?   Yes=1, 

No=0, Not use=2 

_________________________________________________________________________________ 

 

 

 

 

 

 

 

 Livelihood strategies  Answer Yes=1 

if engaged, 

0=otherwise 

 

Duration and intensity (How long 

have you been engaging in this 

activity years? How many hours per 

week do you spend?  

Income and 

contribution  

A* On-farm/Crop and livestock (Ox, fattening, 

Fruit seedling production, Goat and sheep 

fattening, poultry 

   

B** Off-farm activities (Petty trading, sand 

collection, tailoring, transportation (Cart), 

Carpentry, masonry, milling,) 

   

C*** Non-farm/ employment (wage labor, formal 

employment, daily labor ) 
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Section 5. Checklist for Key informant and Focus group discussion 
  

 Key informant (KII) 
1.  From your viewpoint could you please list main livelihood alternative available for 

PSNP beneficiaries in your area? 

________________________________________________________________________  

2. How do beneficiaries of PSNP perceive on the accessibility and availability livelihood 

strategies in your area? 

________________________________________________________________________  

3. From your perspective what is the key factors that contributes to involve in livelihood 

strategies specifically for PSNP households? 

________________________________________________________________________ 

4. Could you please mention some of the limitation or gaps that PSNP program is facing to 

address livelihood support service for PSNP beneficiaries in this study area? 

________________________________________________________________________ 

5. Would you please share us your idea regarding the effectiveness current PSNP program 

intervention that focus on promoting livelihood opportunities for PSNP beneficiaries? 

________________________________________________________________________ 

6. What do you think about the role external factors like policy changes, climate variability, 

and market condition shaping perception of PSNP beneficiaries regarding the livelihood 

option accessibility? 

________________________________________________________________________ 

7. Do you think perception of PSNP beneficiaries on accessibility and availability can affect 

the overall involvement of PSNP beneficiaries in different livelihood option and their 

economic resilience and well-being? 

________________________________________________________________________ 
 

 

Focus Group Discussion (FGD) 

1. Could you please mention main livelihood strategies in your area that can PSNP 

beneficiaries get involve and really as source of income? 

____________________________________________________________________ 

2. From your experience, how PSNP beneficiaries perceive regarding the accessibility 

of the above livelihood option you mention? 

____________________________________________________________________ 

3. Would you please suggest key barriers that can hinder PSNP beneficiaries from 

involving and accessing some of the livelihood option you mentioned previously? 

____________________________________________________________________ 

4. Do you believe and how community in your area shares information regarding to 

potential livelihood option? 

____________________________________________________________________ 

5. Would you please suggest the role of government, community based organization, 

and NGOs in addressing some of the key barriers you mentioned above? 

____________________________________________________________________ 

6. From you experience, would you please mention any recommendation or action that 

government and Community based organization can take to enhance and create 

livelihood opportunities for PSNP communities? ____________________________ 
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